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PREFACE

Today, one of the common bottlenecks sncountered by most dgzveloping nations in
. carrying out their economic development projects is a lack of domestic capital. In
order to fill their shortage of domestic capital, developing countries have been
meking constant efforts to obtain foreign ca.pi*tal from advanced countries, by
providing even more favourable conditions for foreign invesiment - such as tax
 exemption and reduction measures for foreign investors and the develépment of

favourable sites. for industrial plants.

In Peburary 1970, the Government of the Republic of Korea launched construction
of the Masan Free Zone (MAFEZ), as part of its policy to improve the climate for
foreign investment, with a view to obtaining foreign-capi‘sa.l. '

At first, the area determined as the site of MAFEZ had been a vast expanse of
tidal flats. Looking at the site, some were seeptlcal saying, “Is it rea.lly
possible to build industrial plants on such a vast expanse of lowland?". Some others ‘
sceptically responded to the question, saying that the construction of MAFEZ might |
turn out to be a waste of govermment investment funds,

A1l such gcepticism proved to be u.m«&érranted. Construction work on 'I:he'fz'-ee
export zone was expedited with the spirit and perserverance of pioneers who were
determined to meke & new history over the reclaimed land, The Govemment, on the
other hand, developed its activities Tor the inducement of foren.gn caprtal.

As a result, the free export zone, which once had been merely a vas'f:' e:npénse of
lowland, has now turned into an outpost of Korean export industries., Not only that,
MAFEZ will play a pn.vo-bal role in forming an industrial belt along the southem
Coas‘bu

With conf:td.ence gained from the successful opera‘tlon of MAFBZ, the Government V
decided, in October 1973, to establish the second free e:zpor’b Zorie at Iri. Comstruc—
tion of the Iri Free Export Zone is now well under way, - -
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CHAPTER I. OUTLINE

1. History

1 Janﬁaxy,1970“ The Law for Establishment of Free Export Zone was promulg:
16 March 1970 . . Site No.l of the Masan Pree Export Zone (MAFEZ) was -

’ ' designaicd. , ‘
3 April 1970 The Offloe of the Masan Free Export Zone Admlnlstratlon

was 1n1ugurated.

14 July 1970 . The Office started accepting application for occupancy.

18 December 1971 Construction of the Office Building and Standard Factory

Unit No.l was completed,

| 12’0ctober 1972 Construction of Standard Factory Units No.2, 3 and 4 was

completed,

12 December 1972 Site No.3 of ‘the Zone was designated.

16 January 1973 The Industrial Estates Administration was 1naugurated,

while dissolving the Office of the Masan Free Eﬁ;mx%
Zone Admlnlstrailon.

11II. ijéotives

The purpose of establishing free export zones is to indﬁoe foreign investment,

promote exports, increase employment opportunities and develop technology, thereby

contributing to the development of the national economy.

T I11. Characterlstlos

(1)

(2)
(3)

(4)
)

The Free Export Zane is a specially designated industrial area where
foreign-invested firms can freely import rew materials or semi~finished
goods, free of duty, and manufacture, process or assemble export products,

The Zone is characterisitc of a bonded area where the application of
pertinent laws and regulations is waived or relazed, in whole or in part.

It is a specially designated industrial estate where the Govermment oconsta
various facilities for sale or lease, including plant sites or factory
(standard factory) buildings, for occupant firms.

It is an industrial area where various privileges in 1egal aspects and
tax incentives are provided to foreign-invested firms.

It is also an over-all administrative district in which all administratiwve
services, including the liccnsing of foreign investment, are provided on
the spot.
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CHAPTER II. STTE CONDITIONS AND SCALE

I. location cnd Shepe

MAFEZ i§ located at an expanse’
A S’"‘ - of-tidal flat to the northern
//// ) : ' tip of ths Masan Bay, in

}?zzk &\\\ 35°?3f N. ond 128°36 B,
Saoad |
. ’:rf&;}

N : ~ The Masan City is situsted
- PR : ’
("5 Inajo on the southern coast of Korea,
| L} o FTian cquut 60 kllometcj:rs to the west
of Busan, the largest port
Fig.d .city in ¥orea
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|
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II. BScale

MAFEZ has a total area of about 94,1 hectares, and is divided into three site

Site No.l has an area of about 67.5Ah0ctarcs, in which the development of an

industrial estate and the occupancy of the zone by industries have been completed.

Site No.3 has an area of about 2€,6 hectareé, in which the deveiopment of an

industrial estate has been completed and the occupancy by indusitries is now nearly

complete,

The arca of Site No.2 is T78.6 hectares, comprising the Masan City-owned land

and privately-owned lands.

This area has not yet been designated as part of the f

export zone. After an cconomic feasibility study on it, the Government plams to

purchase the privately-owned lands for expansion of MAFEZ,

Table 1 shows the scale of MAFEZ and the total scale of lands programmed for

the specifio/purpose. Figure 3 shows the general layout plan of the free export

Z0Ne

Public facilitics
Factqry sites
Standard factories
Roads and gquay-walls
Total Area

T&ble 1 »

Present status of MAFEZ

Site Ho.l

3.5
3645
8.3
19.2
6745

(Unit:

Sitc No. i

1‘.5'
19.2
5.9

26,6

Hectare)

Total

3.0
5547
8.3
25.1
94.1
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III. Geology

FPor construction of MAFEZ, the land was reclaimed to have an average height of
2.0-2.5 metres from the sea level through dredging and on the reclaimed land, eartl
has been laid in a thickness of 1.0-1.5 metres, The embankment has been constructe

with good quality earth.

A sdlid rock-bed is formed to thc depth of 6 to 13 metres. The foundation for
all major buildings was built after the piling work.

In order to render the weak ground surface formed by dredging even more solid,

a drainage method based on sand pile has been done under the road ground.
Drainage pipes were laid to the depth of about 0.8 @etres.

IV. Utilities
1. Water facilitiess:

To MAFEZ it is now possible to supply 14,000 tons of industrial water daily.
For the water pipes which run to MAFEZ, butt-welded steel pipes were laid so that
they may flexibly resist the settlement of the reclaimed land.

2e Power facilities:

The power supplying capacity to MAFEZ is between 10,000 kilowatts., With

gufficient surplus power in Masan, the power supply situation in Masan is very good

3. Drainage facilities:

Rain water falling on the ground surface there runs to the large outfalls
located at the intersection, through drains and sewer systems alcng the roads. Fro
the outfalls, sewages and water are drained through drain pipes connected to the
drains. The same drain pipes arc utilized in the case of the vertical, sand pile

drainage pipes described above.

The factory and office buildings have their independent sewage purification
tanks for treatment of solid waste matters, which are linked with special drains

so that 1iqgid substances may flow directly through drains.

4. . Berth:

MAFEZ has its two own piers, capable of berthing a vessel of a 20,000-ton clas:
To meet the increasing cargo operating volume of the free export zone, it is plamme
to additionally construct another pier.
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CHAPTER III. TOTAL INVESTMENTS FOR CONSTRUCTION OF MAFEZ AND ECONOMIC EFFECTS

I. Total investments

For constructlon of sites No.l and No.,3 of MAFEZ, $16, 262 000 had already been (
invested by the end of 1973. In 1974, $425,000 will be addltlonally 1nveste&, ‘meking
the total 1nvestments for construction of MAFEZ to amount to $16, 687 000. Table 2

shows a breakdown of investments by constructlon wofk.

Table 2, Investments in construction of MAFEZ

(Unit: $1,000)

Scheduled - ‘
Invested. investment Total .
by 1973) (in 1974) . _ investments
1. Site preparation 7,064 325 - 7,389
2. Industrial water 488 100 | 588
3+ Harbour construction 2,103 - 2,103"
4. Dredging S I T3k . 1,161,
5. Public utilities 1,007 C - A 1,007
6. Standard factorles o B z : IR
(6 units) 3,095 - A 3,095
Te Welfare facllltles , L
(Gormitories) : 187 - ' 787
8, Ancillary facilities 557 - 55T
Total .- 16,262 425 * 16,687

Note: Conversion rate = 400 Won to USH1.

II. Econonmic affects

With the construction and successful operaxlon of MAFEZ, the free export zone
is expected to increase ‘armual exports to 3350 million and its employment to 45,000
workers by 1976, In addition, the net amount of foreign cxchange earnings =t MAFGLZ
alone is projected at $100 mllllcn.

In addition, MAFEZ is expected to bear the correlation effects, both forward
and backwa;d, on the relatcd domestic industries, and tho effect of obtaining
advanced technology from highly industrialized nations,
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Table 3 shows the ennual exports, employment, and net forcign exchange earnir

Table 3. Annual cconomic effects of MAVEZ .
| (Unit: $1 million
1,000 persons)

Net foreign

Exports . Imployment “ exchange carnings
1971 0.9 l.2 0.2
1972 9.8 .- 7.1 _ 245
1973 0.4 21,2 19.6
1974 200 : 31 60
1975 250 oA 15
1976 350 45 ' 105
w977 - 350 45 105

CHAPTER IV. ADMINISTRATIVE ORGANIZATION AND MANAGEMENT SYSTEM

I. Administrative organization and functions

The Industrial Estates Administration has the general control over the manage
and operation of industrial estates scattered zll over the nation., Under the
direction and supervision of the Administration, the Masan Frce Export Zone

Administration Office is primarily in charge of the management and operation of M4

The Director of the Masan Free Export Zonc Administration Office has not only
the functions described in the following, but also the authority and responsibilit
to supervise administrative agencies stationed in MAFEZ, such as the customs offic

post office, and exit and entry control office.

The organization of the Masan Frec Export Zonc Administration Office and its

functions are as follows:
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. )
' (2)

(1)
(2)
(3)

(4)

(5)
(6)
(7)
(8)

9)
- (10)
(11)
(12)

(14)
(15)

(16)

)

2. Functions

A. Investment Information Officer:

Reception of foreign guests,
Protccol affairs and guide to MAFEZ,

B. (Genecral Affairs Division

Security ]
Custody of official seals.

Appointment, services, education and training of public
officialg, pension, and other persomnncl administration.

Receipt and dispatch, control, safeckeeping of documents, and
other matters related to documents.,

Budget implementation and accounting.
Procurement of office supplies, v
Custody of goods and state—owned property.

Receipt of revenucs within MAFEZ, and contracting for lease
and sale of land and standard factorics.

Licensing and supervision of supporting firms.
Co~operation with administrative agencies within MAFEZ,

Management of utilities and welfare facilities.

. Seourity.guarding.of MAFEZ,
(13) -

Ehployﬁént agency service.

‘Industrial accident insurance service.

Labour-employer co-opcration service,
Services for improvement of working conditions,

Safety management.

C. Investment Managcement Division

@)

(2).

i(3)

@)

Llcensxng and after service of occupant firms.

Receipt and processing of appllcatlons for aythorization of
forelgn 1nvestment.

Receipt and proccssxng of appllcatlonu for technology
inducement,

Permission for transfor and mortgaging of land and factories.

"Export and import license, end matters pertaining“td'export

promotion,
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D, Technical Control .and Construction Division

(1) Technical review for cxport and import licensing.

(2) ‘Export and import inspection. '

(3) Teclmcal review for authorization of foreign :mves*bment.
(4) Public nuisance control,.

(5) Matters pertaining to temporary carrying of gocds out from the
: ZOorIC

(6) ‘Training of skilled workers,

(7) Vocational training. ‘

(8) Building permit, and permissiom for establishment of facilities,
(9) Supervision of construction work. V

. (10) Repair and maintenance of harbour.

II., Management system

1. Occupancy system

A, Qualification.for occupancy

Eligible enterprises for operation of business within MAFEZ
should be those meeting the following requirementss

(1) Enterprises manufacturing, processing or assembling goods for
export;

(2) Foreign-invested firms or joint ventures with the nationals of
the Republic of KXorea.

Fnterprises whose business purpose is to sell their products
in Korea are not eligible for occupancy in MAFEZ, Korean nationals
may take up the occupancy in a joint ven‘bure with foreign investors,
but not independentIy.

However, even in the case of a Korea;n natlonal he may poss:Lbly
take up the occupancy if he has been resident. in a forelgn country for
- 10 years or more; because such a Korean businessman is regarded as
a foreigner.

B. Criteria for permission of dccupancys

A permission for occupancy in MAFEZ is determined by comprehensively
reviewing the applicant!s export prospect, foreign exchange earning -
rate, manufacturing technology and labour-intensive degree of the
industry. Table 4 shows details of the criteria for occupancy
permission.
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f Table 4. Criteria for permission of occupancy
i Item Ovn factory Standard factory
(1) Export $500 or more per pyong $600 or more per pyong
\ (2) Net foreign N
exchange earning
! rate 20h or more. 207 or more
(3) Employment 20 workers or more for 25 workers or more for
4 o each 100 pyong each 100 pyong
(4) Manufacturing : ,
technology Excellent _ Excellent
- (5) Investment scale $200,000 or more $100,000 or more
(6) Use of domestic
rew materials
or secondary _ » , '
materials As much as possible As much as possible

Net: Net foreigh exchange rate is calculated according to the following formulat

Amount of domestic raw and " , v R
secondary matorials used + Veges '+ Re??_:t ’Utl{}ty thgs - 100
Irport Amount _

¥wven when an applicant firm fails to meet part of the foregoing criteria, a
permission for his occupancy may beo granted in consideraiion of the objectives of

establishing the free export zone.

C. Eligible types of industries for occupancy:

Eligible types of industries are determined and announced by
agrecment between the Ministry of Commcrce and Industry and the
Industrial Estates Administration, taking into consideration their
competition with related domestic industries on the world market.
Table 5 shows the details. of the eligible types of industries:
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Table 5. . Eligible types of industries for occupancy in Free Export Zons

»ﬁType of industry

Hegtrictive measures . e

(1)

(2)
(3)
(4)
(5)
(6)
(7)
8)

()

(10)
(11)

(12)
(13)
(14)

(15)

(16)
(7)

(28)

(19)
(20)
(21)

Food processing

Cosmetics

Plastic products
Rubber products
Leather products
Packing materials
Art printing
Potteries

Metal products

Machincry and apparatus

Flectric appliarices and
equipment

Electronice industry products
Yachts and small boats

Optical instruments and
appliances

Medical ond scientific instru~
ments and appliances

Precision machines

Mugical instruments

Furnitures and decorative
items R ‘

‘Handicrafts

Toys

Travel equipment and
sporting goods

Eicluding laver,for”expért tin

Japan

Excluding traditional potteries
Except spoons; forks and table-
ware o 't

Excluding guitars for ‘export to
the. United States of America :

‘Brcluding wigs and false eyelashes
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Eligible types of industrics for occupancy in Free Export Zonc (cont1d

Table 5§,

48 : o w.

Type of 1nduotrv

Restrictive measures

. B M B -

e 8

(22) Permissiblc items cmong
‘textile products

1.
2.
3.
4.

5.
6.

T
8.

9.

10.
11.
12.
13.
14.

Metal thread

Sewing thread

" Bilk fabrics

Fabrics woven of flex,
hemp, ramic or jutc

Clothing, lmitted

Men's outer garmantu,
knitted

Sweaters
Clothing, textile fabric

Women's and children's
outer garments, textile
fabric

Clothing accessories
Stockings

Gloves

Gaiters

Headgear and accessories

Export countries may be
restrictcd »

Excluding nylon products

Excluding acrylie products

However, even in the case of the types of industiries and items not listed or

types of enterprises restrictod in the above, they may be allowed for occupancy
with approval from the Minister of Commerce and Industry as he decms it specially
needed under the trade policy fér efficient operation of the free export zone.

D.

E.

Method of occupancy:

An occupant firm may construct its own factory on a leared
plant site or take up the occupancy of a stondord factery constructed
by the Government through the purchase or lease,

Procedures for occupancy:

(1) Any opplicant for occupancy in MAFEZ should submit the following
documents either to the Indusirial Estates Administretion or
the Masan Frec Export Zone Administration Offices
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(1) Project plan,

V(E) Contract on joint venture cr-papers certlfylng the
‘acceptance ‘of stocks or shares, SR «

(3) Documents evidencing the rlght of representation
- f{‘(ln the case of applying for authorlzatlon of agency),

C 4y Natlonalltv certlflcate of &« foreign investor wlehlng
" to accept stocks or shares, .and a letter of recommenda~
tion issued by the he,d of & Koreun dlplomailc mission
overseag} :

©). Tremscribt of the Articles of Ihcarporation or the
~ corpdratlon register of an enterprise, whose stocks or
shares thc applicant wish to underwrite.

(2) Conclusion of land or factory lease contract‘

(l) An enterprise granted of the permission fbr occupancy
should conclude a land or factory lease contract with'
the Masan Free Export Zone Administration Office within
50 days from the date of approval. When it is impossible
to conclude the contract within that period, it should
submit an appllcutlon for extension of the- per1od,

(2) The lemse period is 10 years, snd the lease contract
is renewable upon the expiry. Upon concluding the
contract, the occupant firm is regquired to deposit

- an amount equlvalent to the rent for 3 months as a
- key money. .

. (3) ,P%rmlss1on for factory constructions

An occupant enterprise is required to submit an application
for construction of its own factory to the Masan Free Export
Zone Administration Office within 70 days from the date of
approval. It should apply for the extension of the period in
case it fails 1o file the appllcailon within that period.

2. Land and standard factory manqument system

A, Land management systom.

Under the Law for Establlshment of Free Export Zone, the
Administrator of the Industrial Estates Administration is authorized
to sell or lease the plant sites to the occupant firms within a
free export zone, Under the present Govermment policy, however,
the land is only leased, and not offered for sale, :

(1) Agency determining lease price

The lease price for land is determlned by agreement between the
Administrator of the Industrial Estates Admlnlstratlon and the
Minlster of Financey .
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(2)

(3)

Lease price and payment method
(i) Lease price: W75 per pyong monthly;
?ii) Payment method
Renf should be paid by the end of each month,
In the event of a failureto pay it within the

period,; arrears of rent equivalent fto 5 per cent
of the rent arec collected.

Allotment of land

Land is allotted at the minimum piece of 500 pyong or more,
according to the business scale of the occupant firm. However,
for the efficient utilization of land, plant sites are allottec
within the limit of two times the building space, -

Standard factory managenent systems

@
()

(3)

(4)

(5)

(6)

Total number of factory wnits: 6

Totsl floor space: 16,440 pyong
: o (1,080 pyong/floor x 3 stories
x 6 wits)

Structures

Stendard factorices are of three-storied; reinforced concrete
buildings, each unit equipped with toilets, hoists, electric
and fire facilitics, heating facilities and various other
modern facilities, such as dust shoots., Their total load is
1,000 kilogrammes per square metre and a loading capacity, 600
kilogrammes per square metre,

(Photograph of standard factorics)
(Caption ) standard factories
Agency determining salcs or lease prices (see 2,4. (1), pﬁge 17)

Sales or lease prices

| Loage price Sales price

" 1st floor U5$0.5558/n° US$69 18/m
2nd floor USH0, 4946/m° S361. 60/m
3rd floor US$0.4718/m 2 ' US$)8.76/ﬁ

Payment method
(i) Rent (Séa,2,ﬁi(2)(ii), R
(ii) sale

[

7)
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A,

B.

C.

D,
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(1) Payment in full sum, or -
(2) Installment payments:

Upon concluding the sales contract, 20 per cent

of the total amount is payable in lump sum, and the
baleonce paysble in equal instalments overs

4 years, from 9 months after the contract signing.
(Anmuel intercest rate: 55)

Waiver of export-import business licence:

Occupant enterpriscs are regarded as those who have obtained
trader's business license prescribed in the Poreign Trade
Transaction Law, and allowcd to freely operate the export-ampor¢
business without the license,

Export—import licencet

In importing rew materials, machincry and equipment needed for
production at one's own factory, the occupant enterprise may import
even those import-banncd items or import~restricted items prescribed
in the Foreign Trade Transaction Law, with a permission from the
Director of the Masan Fréec Export Zone Administration.

Avolition of Raw Matcrial Requirements Cortification Systems:

In MAFEZ, the raw material requircements certification system
applied in gemeral industries has been waived, thus imposing no
resirictions on the import quantity of raw materials,

Export inspection systems

The Administrator of the Industrizl Estates Administration
is authorized to waive an export inspection if he deems- it unlikely
to damage the reputation of the export goods. More in detail,
no inspection of export goods is required in the following cases:

(1) Products of an enterprise with similer inspection facilities
to those of o designatcd inspection zgency prescribed in the
Export Inspection Lﬂw, which have been inspected by the enterprise
itself;

(2) Products of an enterprise which either has obtained the permission
for use of the Kereon Industrial Standards Mark or has the
quality control system required for the production of standard
goods of & forelgn country 81m11ur thereto;

(3) Products of an enterprise which cmploys one or more inspection
officer precscribed in the Export Insvection Law as its quality
control specialist, which have been subjected to the quality
inspection prescribed in the samc law;

(4) Goods on which it has been stipulated under an export letter
of credit or an export contract to have undergone the inspec-
tion by an intcrnational inspection agency; ‘




In/‘

‘Pag

1D/WG.185/2
Page Zu

(5) Goods produced under a bonded processing and export contract;

(6) Goods produced under an order ploced by o firm sclling them
by attaching ite own trademark or merchandisc name, through
its own sales networlk;

(?) Products of an centerprise whose rate of failure in export
inspcetion in the previous year is not more than 3 per cent
end which has not becen adjudged as responsible for any quality
claim, and which have been inspccted by the enterprise itsclf;

(€) 1In cases wherc cn occupant firm exports, without cost; its
goods monufactured, processed or asscmbled by using row materia
imported, without COut' and where it exports, with compensatio
the goods manufactured; processcd or assccmbled by using rew
matericls imported, with compensation, through an intereaccount
transfer method. : :

4. After service system for occupant entecrprises

. A,

B.

C.

Permission for change of product items:

. If an occupant enterprisc wishes to change items it manufacture:
processcs or assembles, it is required to obtain a permission for
such change. Any occupant firm changing its items without permissio
will be subject to imprisomment for not longer than five years or
a fine equivalcnt to two to five times the volue of the goods so
manufactured, processcd or assembled,

Use and menegement of imported goods:

Goods carried into or imported to the free export zone should
ve keptor used in a bonded state only within the zone. However,
in the followihg cases, the goods may be carried out from the free
export zone temporarily, with approval from the Director of the Masar
Pree Export Zone Administretion Office and permlsﬂlon of the customs
directors: .

(1) 1In the event of carrying the imported machines out for
repairing;

(2) In the cvent of carrying thcm out for processing outside the
zonc. However, the processing of them outside the zone is
allowed within the limit of 40 per cent of the total process,

Restriction on carrying in products:

Géods imported into tho frec export zone, products manufactured,
processad or assembled in the zonc or wastc goods and by-products

generated in the production process should not be carried into a

tariff arca. Accordingly, an occupant cnterprise is required to
manufacturc, process or assemble the raw meterinls it has imported
for export in their entircty., Waste goods ond by-products genersted
in its production process should be either exportcd abroad or burned
or destroyed. However, in the followmb casces, they may also
possibly be carried into = tariff arce
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(1) Those goods which are inevitably carried into since they are
deemed essential for the netional defence or the national
economy; ‘

(2) Such goods requircd to be imported inevitably as may be carried
into for the purpose of using them for production of export
goods; ‘

(3) Waste goods (including packing meterials used for the imported
goods) or by-products gecnerated in the production process of
an occupant enterprise which are deemed specially necessary to
be carried into.

Trensaction system of goods within thc zone:

When products of an occupant enterprise are supplied to other
occupant firme-~ad-raw materials, they may possibly be sold with
approval from the Director of the Mesan Free Export Zone Administration
Office. However, in this case, such sales should not exceed 40
per cent of the occupant firm's actual export records of the past
one year.

Restriction of transfer of land:?

Occupont enterprises are required fc obtain permission from the
Director of the Masan Frec Export Zone Administration Office for
their transfer, lease (including sub*leasé),or letting others use,
or offering for mortgage of the land or factories owned by them.

The parties to a contract on transfer or use are limited o
ocoupant enterprises or supporting enterprises,

Any ocoupant firm which has transferred, leased or let others
uge its land or factories without permission will be subject to
imprisonment of not more than five years or to a fine of not more
than W5 million. —

" Reporting of business activaties:

Occupant enterprises are required to submit their reports
to the Director of the Mesan Free Export Zone Administration Office
on the following matters:

(1) Status of the manufacture, processing or assembly of goods;
(2) Import status of goods;

(3) Export status of goods;

(4) Arrival status 6f‘goéds under .2 foreign investment;

(5) Suspense of business for more than a month;

(6) Others.

Dccupancy cancellation aystems

(1) Grounds for concellation

When an occupant cnterprise comes under one of the following
items, its occupancy permission may be cancelled:s

T v ot PR T P o S e S
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(2)

&b
@)

(3)

(4)
(5)

When i% fails to conclude a contract on sale or lease of
the land or a standard factory within 50 days from the date
of permission for ccoupancy;

When it fails to apply for a permission for construction
of factory bulldlnb within 70 days from the date of permiss
for occupancy;

When i% continues to suspend business for more than three
months, without justifiable reasons;

When it violates the terms and conditions of permissiong

When it is subjected to punishment for violation of the
provisicne of the Customs Law,

Effects»of cancellation .

(1)

(H4)

(i1i)

Suspension of business activities

When a permission for occupancy is cancelled, the occupant
firm must immediately discontinue its business,; except
the follewing activities:

(1) Activities for export or import that has been
approved at the time of the cqncellation;

(2) Subsidiary activities related to the business
activities in the prccedlng item.

The period for the foregoing residual business activities
ig limited to not morc than 50 a&ya.

Settlement of business

Ay ocenpant enterprise cancelled of the permission for
occupancy should submit a business settlement plan within
15 days from the date of cencellation. The plan shall
state the following matters:

(1) Transferred ond scheduled date for transfer;

(2) Lend or Tactory to be transferred; -

(3) Furmiture; ‘

(4) Rew materials and secondery materials;

€5} Personnel suployed; | ’

(6) Remitiense and disposition of proceeds from sales;
(7} Other matters.

Transfer of building

Any occoupent firm cancelled of the permission for occupenc
should trencfer its owned land or factory to an occupant

enterpvise or a supporting enterprise within three months.
The land or factory not trensferrcd within the same period

- will be purchased back by the Government at an announced

price,
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Free export zone sécurity systgg;

A,

B.

Restriction on exit and entry

Personnel and vehicles having access to the free export zone
are required to carry the pass and vehicle pass issued by the Director
of the Masan Free Export Zone Administration Office; and goods
carried or transported arc required to be cxamined by the customs
director.

The boundary of MAFEZ is set by the femse, For scourity guarding
of MAFEZ, there are 16 security guards standing on guard at five
different posts.
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CHAPTER V., INVESTMENT INCENTIVES

In order to ¢xpedite the occupancy of MAFEZ by foreign-invested enterprises,
various privileges are granted to occupancy enterprises both in tax énd'legal

aspects. Most typical examples of investment incentives provided are the finaliza-

tion of all administrative procedures, including those for approval of foreign
investment, at MAFEZ, the guarantee of remittance of principal and interest, tax
incentives, waiver of the application of pertinent 1aﬁs and regulations, in whole
or in part, stationing of supporting administrative agencies, and occupancy of

supporting enterprises.

I. Treatment as Xorean nationals

Foreign-invested enterprises and foreign investors are provided with the same
treatment as for the nationals of the Republic of Korea on their business activities
g unless otherwise specially prescribed in the law., Accordingly, except where special
f{' restrictions or privileges are provided in other laws, the same treatment as the
| Korean nationals is guaranteed., The non-nationalization of their properties is,

of course, guaranteed.

IT, Finalization of administrative procedures on the spot

The Masan Free Export Zone Administration Office is-empowered-with the guthorit
delegated from the Government or local autonomous bodies to handle various admini-
strative services, including the authorization of foreign investment. Its

authorized services are as follows:
A, "Matters delegated by the Minister of Economic Planning Board:
(1) Approval, cancellation and after service of foreign investment;

(2) Authorization, cancellation and after service of technology
inducement contracts.

B. Matters delegated by the Minister of Commerce and Industry:
Matters pertaining to export and import business.
C. Matters delegated by the Minister of Home Affairs:

Matters pertaining to permission for acquisition of land by

foreigners.
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- Da - Maxters delegated by the Minister of Finanbe:

‘ Matters pertalnlng to the management of state-ewned propertles.
E, lMattere delegated by. the Mlnlster of Health and Soclal affaars.
Mattersmpertaining to public nuisance. -
F. Mafters felling under jhe anthority‘of‘the head of a local autonomeus body: i
- Building ?érmit; o | ok

III. Waiver of application of pertinent 15331 provisions

A, Fbrelgn Capltal Inducement Law

(1) Under the Foreign Inducement Law, foreign investment and technology
inducement contracts are required to be deliberated at the Foreign
Capital Inducement Dellberatlon Committee. Such requisite procedures.
are not necessary, however, 'in the case of a free export zone,

(2) Inquiry to related Government Ministries

The procedures for indquiring into the opinion of the oompetent
Minister (Mlnlster of Commserce and Industry) required under the
Foreign Capital Inducement Law prior to the authorization of a
foreign investment or a technology inducement contract are not
.necessary. :

(3) Possibility of importing domestically available items

The Foreign Capital Inducement Law provides for, . that.no
domestically availablc items may be imported with foreign capltal.
In the case of a free expo:r: zone, the relevait provisions are
waived, rendering it possible to import even such domestically
available items with foreign capital.

B. Foreign Trade Trensaction law |

(1) Waiver of prooedures for llcen51ng export-import business |
(Cf. chapter IV, ITI-1). , , 4

(2) P0581b111ty of 1mport1ng 1mport—banned and 1mport—restrlcted items
prescribed 1n the Sem1annual Trade Plan announced (Cf ehapter Iv,
111-2).
. ) ) |
(3) Partial exemption of export inspection (Cf, chapter IV, II1-3).. l
C. Law on Employment of Persons Subject to Veterans Relief

The law on Employment of Persons Subject to Veterans Relief is not

5 AR bt e AT PN PN IO TG S

applicable to oeoupant enterprises. Under the law, any enterprise with

16 or more workers employed is reduired to employ such persons subject to

veterans relief within the limit of 3 to 8 per cent of the total number

e B

of employees. However, such obligations are not placed on occupant

enterprises,

s
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On other muszinesses—cperated by vocupant enterprises, the legalprovisions
for the respective busihéas in relation to the requisite approval, license
and regiistration are not applied. For instance, in the case of an enter-
prise manufacturing and exporting firearms, it is required to obtain A
permission from the Minister of Home Affairs under the Firearms and

Explosives Control Law, and to obtain an export license from the Minister

 of Home Affairs e¢zsh time it exporis ils products. Such requisite

permiggion is not necessary, however, in the case of occupant enterprises

in a free export zone.

IV, Tax exemption and reduction

Various taxes are exempt or reducible on occupant enterprises under the Foreign

Cdpital Inducement Law, Business Tax Law and Income Tax Law. -

1.

2.

34

Tax exemption and reduction under foreign capital

Inducement Law

A,  Income tax; corporation tax, property tax and acqﬁisition tax:
.These taxes arc exempt for the initial five years and reducible
by 50 per cent for the following three years.
B, Profit dividend and dividend of earned surplus acorulng from principal
owned by foreign investor: '
Tax is exempt for the initial five years and reduoible by 50
; per cent for the following three years.
C. Customs duty, commodity tax and textiles tax on capital goods, raw
materials, parts and semi-furnished goods imported by occupant firms:

Exempt in full amount permanently.

Tax exemption and reduction under Business Tax Law

Under the Business Tax Law, business tax is exempt on such foreign
exchange earning businesses as export and tourist businesses. Occupant
enterprises, since they export the goods in their entirety, are eligible

for being exempt permanently from business tax.

Tax exemption and reduction under Income Tax Law

Foreigners engaged in an occupant enterprise are exempt‘from salary

and wage income tax permanently in full amount under the Income Tax Law.

Table 6 shows the tax rates exempt and reducible for occupant enterprises:
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Table 6, Tax exemption and reduction for occupent firms V
Téx;: Tax bésis‘ Téx rate :  Details
1. Income tax Amount of income 16.5%-60.5% Exempt for 5 years,
- of receipts o and reducible for the
L following 3 years
2. Corﬁoraﬁion (1) Income of each (1) Open Fxempt for 5 yearé,“
tax business year - corporation: and reducible for the
- : :  16.5%-27.5% ~ following 3 years
(2) Liquidation (2) Closed "
incoms corporation:
, 27.5%-49. 5%

3. Property
tax |

Value of land,

building and ship

(1) Land: 0.2%

(2) Building and

ship: 0.3%

4., Acomicition
-tax

Acquigition value
of real estate,

. motor vehicles,
. buildings and ship

(1) 17

(2).2%‘in Seoul -

and Pusan

(L

5+ Commodity

‘ (1) Delivery price

5 to 100% of 66

" Goods imported as

tax and quantity at items capital goods are
manufacturing - free from the tax
plant ' ' ’
(2) Import declared
value and
quantity -
(3) Other sales
price and
i quantity
6. Textiles 10. Items 10 to 100% When imported as
tax capital goods, tax
is exempt
7. Business Amount of receipts 0.5 to 3% Permanently exempt
tax on foreign
exchange earning
business
8. Salary end - Salaries and wages :bermanentlyvexempt

wage income
tax

paid to foreigners
_engaged in a
foreign-invested
firm '

7.7 to 55%
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v. Guarantee of remittance overseas of principal and interest

The remittance overseas of profit dividend is gnaranteed from the initial year
j of business dperatidi and that of bfincipal of investments from two years after {he

beginning date of business operation.

Howeverg fhe“remittance‘of proceeds from sales may be limited, in consideratibn
of the foreign exchange situation, to 20 per cent of the amount of investments or

of proceeds from sales for each year.

VI, Stetioning of supporting administrative agencies

In order to expedite administrative services for occupant enterprises, these

government agencies in charge of necessery administrative services for business

5 activities by occupant firms are located by establishing branches or stationing their
‘;~ personnel in MAFEZ, For such administrative services, there are now Customs Office,

) Pogt Office, branch of the Office of Labour Affairs, Immigration Office, Quarantine
Office, Fire Station, and Folice Box in MAFEZ,

VII. Occupancy of supporting enterprises

7 In MAFEZ, there are supporting enterprises esfablished, such as warehousing,’
jﬂi express service, loading and unloading, and packing firms, to support the business

activities of occupant firms.
A, Criteria for permission of occupancy by supporting enterprises

Supporting enterprises applying for occupancy in MAFEZ are required
to obtain permission, which is granted according to the following criterias
(1) Suitable business types for operation of a free export zone.

(2) Enterprises which have obtained approval, license and registration
" " préscribed in the pertinent laws and regulations governing the

respective business.

(3) They must have business plans suitable for supporting business
» ey S8 p
activities of occupant enterprises.

(4) They must have a definite finencial basis.
3, Scope of supporting firms

The scope of eligible supporting firms for occupancy in a free

export is as follows:



(1)

(2)

(3)
(4)

(5)

(6)
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Banks
Insurance business

Restsurants

Transportation, warehoualng, loadlng and packing, customs broker
and trade services

Service business

Retail business

C. Occupancy status of supportingyfirmé, as shown by the following table:

Table 7. Supportineg firms now having oocupancy in MAFEZ -

. Business type o A ‘ Number of firms
(1) Banks , : 2
(2) Insurance firms . . 3
(3) Restaurants o 2

(4) Transportation, werehousing,
loading and packing, customs ;
_broker and . .trade services 5
(5) Service business : o ' 8 .
(6) Retail business A ' ' 3
Total 23

[IT. Supporting f&cilitiea

There are the following supporting facilities in and outside MAFEZ to indirectly

ipport production activities of the occupant enterprises:

(1)
(2)
(3)
(4)

Apartments for foreigners {outside the zone).
Dormitories for employees (within the zone).
Exhibition hall for products of occupént firms (within the zone).

Exhibition hall of domestic raw materials and secondary materials
(within the zone).

bt e
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IX. Special protection from labour disputes

Concerning labour disputes and mediation within a free export zone, the same
provisions for public utilities in the Labour Dispute Adjustment Lew are applied to
. the occupant enterprises, so as to protect their production activities from labour

disputes.

Major details of such protective measures provided to public utilities under

the law are as follows:

(1), Any labour dispute in public utilities will be speedily handled in
preference to any other labour dispute.

(2) Tt is provided that lsbour disputes should not be raised within 20
days in ordinary business enterprises or within 30 days in public
~utilities from the.-date of filling a report on such lahour disputes.

(3) -If a labour dispute is concerning public utilities, the Minister of
Health aend Social Affairs may decide on an emergency mediation, When
hig decision on an emergency mediation is announced; the workers are
required to discontinue dispute activities immediately, and may not
resume dispute activities unless 30 days have elapsed since the date
of such announcement.,

X, Labour supply and employment service

The Masan Free Ixport Zone Administration Office, through its employment
registration card system, provided assistance in recruitihg workers for occupant

enterprises, for supply of excellent and literate workers.
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ANNEX 1

PRESENT STA.JS OF MAFEZ (As of 31 December 1973)

1. Lease Status

g - -

(Unit: Hectare) -

Category Leasable Area - Leased Area Remairiiﬁg A’rea. h
Own Factory :
Site No. 1 - 36.0 36.0 - {
Site No. 3 18.5 S 12.9 5.6 -
Total B4.5 - 48.9 5.6

Standard Factory . 6.9 6.6 0.3

2. Occupancy Sta,fus
A. Summary

Category chupan“t In » Under" " 'Yet to start i ‘
. Pirms Operation Construction Construction
Own Factory S
Site No. 1 58 - a2 ' 8 5 :
i
Site No. 3 17 o 13 3
PO - - : ‘ § e . . i
Standard Factory 43 28 1 14 !
Tota.l‘ 115 T 22 22




B. Occupancy Status by Type of Industry

Type of Industry

Number of Enterprises

Electronics industry products and

electric appliances o 27
Machinery and metal products 42
Industrial chemicals 16
Handicrafts and toys 10
Textiles 1
Food processing 2
Optical instruments 6
Others 5
115

Total

GC. Anmual

Status of Company

Year Number of Firms
1970 4
1671 18
1972 47
1973 46
Total 115




3. Inireét;ment Status
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(Unit: $1,000)

Joint Venture

Forvign-lhvést ed

Total

Number  Amount

Nuﬁlber Amount Number  Amount
Japen 29 8,78 M 65,907 106 74,588
Usa 1 1,100 6 1,269 T 2,369
Other - - 959 2 959
Total 30 9,881 68,035 15 177,916

85 -

Note: In "other' nationalities, there are an Italian firm and a
USA~Igpan: joint venture. .

4. Export an’ Ekngloymeﬁ‘b Status

Year Exports - Employment
(%1 million) (1,000 persons)
1971 0.9 1.2
1972 9.8 T.1

21.2

i
—
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ANNEX 2

LAW FOR ESTABLISHMENT OF FREE EXPORT ZONE
Article 1 ° (Purpose)

The purpose of this Law is to establish 'ree Export Zones in specified coastal
areas and to induce foreign investment; with a view to ensuring the promotion of .
exports, increased employment and the improvement of industrial technology, thereby

contributing to the nation's economic development.
Article 2  (Definition of Terms)

Paragraph 1: The term "Free Export Zone” used in this Law (hereinafter referred
to as “Free Zone") shall dencte an area designated pursuant to Article 3 of this Law

which shall have the characteristics of a bonded area where the application of

pertinent laws and regulations shall be waived or relaxed in whole or in part.

Paragraph 2: The term "Occupant Enterprises” used in this Law shall denote an

enterprise permitted in accordance with paragraph 1, article 8.

Paragraph 3t The term “Foreigner” used in this Law shall denote a natural person
who holds foreign nationality, a juridical person created under foreign laws or a
natural person who holds the nationality of the Republic of Korea but who has resided
abroad for not less than ten (10) years.

Paragraph 4: The term "Tariff Area” in this Law shall denote any area outside

a Free Zone in which customs duties are levied.

Paragraph 5: The terms "exports" and "imports’ in this Law shall denote exports

"and imports conducted in accordance with the Trade Transactions Law.
Article 3 (Designation of Free Zone)

A Pree Zone shall be designated by the Minister of Commerce and Industry from a
list of prospective areas selected by the Hinister of Construction following consulta-

tion with the Minister of Home Affairs.
Article 4. (Construction of Free Zone)

Paragraph 1: The preparation of the site and construction of roads, water supply
and harbour facilities, including dredging shall be conducted by the Minister of
Construction. However, certain occupants as determined by Presidential Decree may be
permitted to conduct site preparation themselves when they so desire. Such a case
requires the approval of the Minister of Commerce and Industry in consultation with

the Minister of Construéiion.




e s e - . o " - S UU0 U S0 SV P O S P R

B e e

/Mg.185/2
Page 35

i
:‘»‘
1‘
o
g

Paragraph 2: Only the Administrator of a Free Zone, occupant enterprises and
hose permitted under paragraph 3, article 8 (1ereinufter referred to as. "supparting—,
nterprises”), and others as prescribed by sresidential Decre : may construct plants

nd other structures (hereinafter referred to as Jplants, etc.%).
rticle 5 (Hstablishment of Administretion Office)

Pargggagh .: In order to manage and operate the affairs of a Free ane,.a Free
one Administration Office (hereinafter referred to as “Administration Office™) shall -
s established in each Free¢ Zone and function under the jurisdiction of the Minister
f Commerce and Industry. 'chever, when necessary two or more Free Zones may be
laced under the management and operation of one Administratign Cffice. In such a.
ase a fleld office may be establighed in the Zones or Zones having no,Administraxion~
Pfice of their own. o | |

Paragraph 2: The Administration Office shall menage the following affairs:

1. Establishment of various supporting facilities.

S 2. Recommendation of occupant enterprises and granting of permits to supporting

enterprises.
3« Supervision of thé oonstructién of plants, ete.,
4. Issvance of export and import 1icénces.
5. Supervision over occupant enberpriéeé and supporting enterp;ises.
. Asgistance in the recruitment and employment of workers..
T»  Other matters ooncerningAthé managemgnt‘andioperation of ‘the Free Zone.

Paragraph 3: The name, location, area of jurisdiction organization of the
ministration Office and other necegsary matters shall he prescriﬁed by Pregidential

cree.

Pagggg ph 4 The name, location; srea of jurisdiction, and other maiters
acerning the functions of the field offices provided for in ;arggraph 1 ‘above shall

prescrlbed by the Ministry of Gommeroe and Industry.
:icle 6 (Establishment of Brench Offices, etc.)

The Govermment agencies responsible‘for the administration of affairs related: to
> activities of occupant emterprises moy establish branch offices or have officials

vtioned within a Free Zone for the expeditious execution of their proper functions.
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 Article 7 (Sale and Lease of Land, etc.)

Egzggzaph 1: The Administrator of a Free Zone (hereinafter referred to as "the
Administrator?) may sell land or plants, etc. to occupaht enterprises or lease same to
occupant enterprises or supporting enterprises in such manner as may be prescribed by

‘Presidential Decree.

Paragraph 2: The Minister of Commerce and Industry shall, following consultation
with the Minister of Finance and regardless of the regulations of the National
Property Law, determine the prices of land or plants, etc. to be sold or leased
pursuant to the preceding paragraph, anc, where necessary, may state such prices in

terms of foreign currency.

Paragzaph 3: Those who desire to purchase land in accordance with paragraph 1
shall pe permitted to do so in accordance with the Alien Land Law. Thig, however,

shall not apply in the case of lease of land.
égiig;gug- (Permission to Take up Occupancy, etc.)

- Paragraph 1: Those who intend to conduct a business of manufacturing, processing
or assembling export products within a Free Zone shall obtain a permit from the
Minister of Commerce and Industry in such manner as may be prescribed by Presidential

Decreec.

Paragraph 2: The preceding paragraph shall also apply where an occupant enter-

prisc intends to change the kind of products it manvfactures, processes or assembles.

Paragraph 3: Those who intend to operate in a Free Zone a business concerning
warehousing, transportation, stevedoring, packing and other such businesses as
determined by decrece of the Ministry of Commerce and Industry, for the purpose of
supporting the.activities of occupent enterpriscs shall obtain a permit to do so from

the Administrator in such manner as may be prescribed by Presidential Decree.

Paragraph 4: An occupant enterprise shall be deemed to hold a permit to conduct
export and import business under the provisions of the Trade Transactions Law in respect
respect to the exportation of its own products and to the importation of necessary

raw materials and. equipment.

Paragraph 5: Such business conducted by occupant enterprises shall not be
subject to the requirement of permission, licencing, registration, etc. prescribed by
laws and regulations pertaining to such types of business; the same applies to the

export and import activities of occupant enterprises.
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. Article 9  (Qualifications of Occupant Enterprises)

Only those meeting the following conditions are qualified to conduct business in ]

a Free Zone in accordance with paragraph 1 of the preccding articles
1. Enterprises manufacturing, processing or assembling commodities for export. '

. 2. - Enterprises whblly invested by foreigmners or joint ventures with Korean
nationals in accordance with the investment ratio to be laid down by

Presidential Decree.
Article 10 (Construction of Plants, etc.)

In the application of the Building Law within a Free Zone, the terms "mayor" and
“county chief® shall read "“the Administrator',

Article 11 (Delegation of Authority in regaz\‘d to Foréign Capital Induqem'ent.)

Paragraph i The authority vested in the Minister of the Economic Planning
Board under the Foreign Capital Inducement Law may be delegated in whole or in ﬁart
1o the Minister of Commerce and Iridustry with respect to capital to be induced by
occupant-centerprises 'or‘ suppoﬂing-enterﬁrises in such manner as may be preso’rihed by

Presidential Decrec.

Paragraph 2: Article 34 through 39 =nd article 44 of the Forcign Capital
Inducement Law shail not apply to the induccment of foreign capital prescribed in the
preceding paragraph. ‘

Article 12: (Applica'tion of Trade Transactions Law, etc.)

Paragraph 1: The phrese "the Ministor of Commerce and Industry” in the Trade
Transactions Law, when applied to exports and imports in a Frce ane, shall read
ithe Administrator®. However, this shall not a.pply in the case of article 9 of the

"game Iaw.

Paragraph 2: \'Commodities exported or imported with the licence of the
Administrator sha,ll. be subject to. confirmation by the Chief of Customs.

Paragraph 3: The Administrator of a Free Zone may grant exemption from the
requirement of export inspection of commodities in such manner as may be prescribed
by an Ordinance of the Ministry of Commerce and Industry if it is considered such
- exemption will not have adverse effects on the reputation of export commodities, not-
withstanding the provisions of the Export Inspection Lew as well as other laws and

regulations.
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Article 13. (Use and Management of Importod Commoditizs)

Paragra2h<i: Commodities induced or imported into a Free Zone shall be kept or
used in bond only within a Free Zonc. However, such commodities may be taken outside
Zone temporarily for purposes of repair or processing with the permission of the
Adminiéfrator and the approval of the Customs Officer in accordance with the ﬁrovisions

of article 100 of the Customs law.

Paragraph 2: IHatters pertaining to the custody and use of commodities induced
or imported into a Free Zone shall be prescribed by the Minister of Commerce and
Industry in consultation with the Minister of Pinanoe,‘nbtwithstanding the provigions

of other laws and regulations.
Article 14 (Restriction on Disposal of Products etc. in Tariff Area)

Paragraph 1: Commoditics induced or imported into a Free Zone and commodities
manufactured, processed and assembled within a Free Zone as well ag the waste and by-
products thereof shall not be allowed entry into the tariff area. However, when it
is deemed the disposal of commodities would not impair domestic industries and the
commodities are considered indispensable,; such commodities may be allowed entry with
~ the permission of the Minister of Commerce and Industry, in such manner as may be

prescribed by Presgidential Decree.

Paragraph 2:. The Customs Law shall apply to the commodities so disposed in the

tariff area pursuant to the preceding paragraph.
Article 15 (Restriction on Trensfer of Lond, etc.)

An occupant enterprise or o support cnterprise may have its land or plants, ctc.
transferred, leased (including sub-lcase), or utilized by others; or provide such as
collateral, when approved by the Administrator. Such transfer, lease or lending
gshall be limited to occupant enterprises or supporting-entcrprises.

Article 16  (Permission of Entry and Exit, ctc.)

Persons and vehicles to be admitted to = Froe Zonc shall be required to obtain
the approval of the Administrator in accordance with such procedures ag may be
prescribed by the Minigter of Commerce and Industry; and commoditics and effects to
be carriced or transported out of or into o I'ree Zone shall be inspectod by the

Chief of Customs.

. TR e
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Article 17 (Cancellation of Permission to Take up Occupancy and Transfer of Land, e‘tc‘)

Paragraph 1: VWhere an occupant enterprise or a supporting enterprise comes und;ér, :
any one of the following categorics, the Minister of Commerce and Industrya may cancel, -
upon the request of the Administrator, the permits based on paragraph 1 or 3 of |
article 8.

1. In a casc where therc is failure to initiate the approved business after
acquiring a permit hased on paragraph 1 or 3 of articlc 8, or suspension
of operation during the period as may be prescriboed by an Ordinance of

the Ministry of Commerce and Industry.

2. In a case where the term(s) and condition(s) in the permit issued

pursuant to article 8 is (are) violated.

3. In a casec where penalities have becn imposed due to violation of the
Customs Law. ‘ ‘

Paragraph 2: When permission is cancelled in accordence with the preceding
paragraph, an occupant ente.x;prise or a supporting enterprise shall immediately
discontimue i’cé busihess except for export or import activities éilready approved at
that time or the settlement of remaining a.otivitics‘ as may be prescribed by

Presidential Decree.

Paragraph 3: Those whose permit to operate a busincss has been cancelled pursuant.
to paragraph 1 shall traonsfer their land or plants, etc. to another occupant erﬂ:erp::jise
or suppor'ting'entez@rise within the period as may be prescribed by Presidential Decres.

The same applies to those whose business has been closed.

Paragraph 4: The land or plants, etc. not transferred during the period
prescribed in accordancce with the preceding paragraph may be purchased by the
Government at prices announced in accordance with paragraph 2, article 7 for the year

in which transfer is made.
Article 18  (Labour Disputes)

- The regulations governing “public utilities” in the Lobour Disputes Mediation Law
shall apply to the disputes of,'} and the mediation of disputes for, workers emplbyed Yy

occupant enterprises of Free Zones.
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Article 19-T  (Expropriation of Land; ctc.)

The Govermnment may expropriate neccsscry land, buildings and immovable goods,
28 well as the rights thereto, within the area, sclected in order to establish a

Frce Zone, in which case the Land Expropriation Law shall apply. ) b

Article 19~IT  (Public Notification of Construction Plan)

Paragraph 1: When preparing to set up a Pree Zone pursuant to the rcgulations
of paragraph 1, article 4, the Minister of Construction shall, in consultation with
the Minister of Commerce and Industry and in accordance with Presidential Deceree,

egtablish a preparatory plen and give public notice thereof without delay.

Paragraph 2: In applying the Land Expropriation Law in accordance with the

provisions of the preceding article, the public notification of the preparatory plan
shall be regarded as approved notification of works pursuant to thc regulations of the

Land Expropriation law.
Article 20 (Exemption from Law for Prefcrential Employment of Veterans and Bereaved)

The Law for Preferential Employment of Vebterans 'and Bereoved shall not apply to
occupant enterprises.

Article 21  (Delegation of Authority)

The authorities held by the Govefnment ministers concerned may be delcgated to
the Administrator in such manner as may be prescribed by Presidential Decree in order
to cnsure the efficient administration and operation of a Fres Zone.

Article 22  (Reporting)

The Administrator of a Frec Zone may, when it is deemed nccessary for the effective
administration and operation of a Frece Zone, recquire occupant enterprises or supporting
enterprices to report on their business activities, in such manner as may be prescribed
by Presidential Decrcc.

Article 23  (Punitive Regulations)

Paragraph 1: Thosc who change the items they manufacture, process or assemble

without obtaining approvel in accordence with parcgraph 2, article & shall be subject

to imprisomment for not longer than five (5) years or to a fine equivalent to two to

five times the valuc of the commoditics so manufactured, processed or assembled. §
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Paragraph 2: In the cvent of an infringement under the preceding paragraph, the
illegal goods possessed by the guilty pcrson shall be confiscated or, if confiscation

is impossible, the value of such illegal goods shall be levied as a fine.
Article 24  (Punitive Regulations)

Those who transfer; lease or lend their land or plants, ctc. or provide such as
collateral without obtaining the approval prescribed in article 15 shall be subject to
imprisomment for not longer than five (5) years or to a fine equivalent to not more

than five million (5,000,000) won.

Article 25 (Punitive Regulations)
Those who conduct business in violation of the provision of paragraph 2, article 17

shall be subject to imprisonment for not 1onger than five (5) years or a fine equivalent
to not more than ten million (10,000,000) won.

~ Article 26 (Punitive Regulations)

Those who dispose commodities to the tariff area without fulfilling due procedurcs
- in accordance with the provisions of this Law shall be subject to punishment in
accordance with the Customs Law and the Special Law for the Puﬁishment of Specific

Crimes.
Article 27 (Punitive Regulations)

Those who enter o Pree Zone without obtaining the approval of the Administrator,
in violation of article 16, shall be subject to imprisonment for not longer than one

(1) year or to a finc equivalent to not more than fifty thousand (50,000) won.
Article 28  (Fine for Default)

Those who fail to make a report, or submit a falsc report, in violation of
article 22 shall be subject to a fine equivalent to not more than ten thousand (10,000)

wWon.
Article 29  (Concurrent Punishment) ‘ | §

In casc the reprcsemtative of a juridical person, the proxy, or emplbyee of a
juridical person or a natural person violates the provizions of ax%icles 23 through 26
and 28 in the conduct of thc business of the relevant juridical person or natural person,

such a juridical person or a natural person concerned shall algo be subject to the

imposition of the stipulated fine.
Article 30  (Enforcement Decree)

Necessary matters pertaining to the enforcement of this Law shall be prescribed by

Progidential Decree.

Addendum A .
Thisg Law shall become effective on the date of its promulgation.





