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PREFACE 


To~, one of the common bottleneCks encountered by most developing nations in 

, cari'ying out their economic' development projects is a lack: of domestic capital. In 

order to fi,lltheir shortage of domestic capital, developing countries have been' 

making constant efforts to obtain foreign capital from advanced countries, by 

providing even more favourable conditiona, fol' foreign investment - such ast,a.:J: 

exemption and reduction measures for foreign investors and the development of 

favourable sites for industrial plants. 

In Feburary 1970, the Government of the Republic of Korea launched construction 

of the Masan Free Zone (l~), as part of i t!:J policY to improve the climate for 

foreign investment, with a view to obtaining foreign capital. 

At first, the area determined as' the site' of MAFEZ had been a vast expanse ot 
tidal flats. Looking at the Site, some were sceptical, saying, Ills it really' 

possible to build industrial plants on such a vast expanse of 10wlandi".,Some others' 

sceptically responded to the question, saying that the construction of M.A:FEZ might 

turn out to be a waste of government investment funds. 

All such scepticism proved to be unwarranted. Construction work on the free 

export zone was expedited ",ith the spiritand perserverance of pioneers who were 

determined to make a new historY :over the' reclaimed land.' The Government, on the 

other hand, developed its activities 'for the inducement of foreign capital. 

As a result 1 the free export zone, which once had been merely a vast' ~anse of 

lowland, has now turned into an outpost of Korean export ind,ustries. Not only that, 

MlFEZ will play a pivotal role in forming an industrial belt along the southern 

coaSt. 

With confidence gained from the successful operation of MAFEZ, the Government , . . . . 
decided, in October 1973, to establish the second freeeXpo~'zone at Iri. Construe­

tion of the Iri 'Free Export Zone is now well under way.' 

t 
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CHAPTER I. OUTLINE 

1 January, 1970- The Law for Establishment of Free Export Zone was promulg€ 

16 March 1910 . Site No.1 of the }I[asan Free Export Zone (MAFEZ) was 
designated. 

3 April 1910 The Offioe of the l\lasan Free Export Zone Admini,stration 
was 	 ina:ugurated. 

14 July 1910, 	 The Office started accepting application for occupancy. 

18 December 1911 	 Constru9tion of the Office Building and Standard Factory 
Unit No.1 was completed. 

12 October 1912 Construction of Standard Factory Units No.2, 3 and 4 was 
completed. 

12 December 1912 	 Site No.3 of 'the Zone was designated. 

16 January 1913 	 The Industrial Estates Administration was inaugurated, 
while dissolving the Office of the Masan Free Export 
Zone Administration. 

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

promote exports, incree,se employment opportunities and develop technology, thereby 

contributing to the development of the national economy. 

III. 	Characteristics 
----.. --'. *~ 

(1) 	 The Free Export Zone isa specially deSignated industrial area where 
foreign-invested firms C2n freely import raw materials or semi-finished 
goods, free of duty, and manufacture, process or assemble export products. 

(2) 	 The Zone is characterisitc of a bonded area flhere the application of 
pertinent laws and regulations is waived or relaxed, in whole or in part. 

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

(4) 	 It is an industrial area where various privileges in legal aspects and 
tax incentives are provided to foreign-invested firms. 

(5) 	 It is also an over-all administrative district in t'lhich all administrativE 
services, including the licenSing of foreign investment, are provided on 
the spot. 
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CHAPTER:t!. Sr.fE CO!mITIONS MeD SCALE 

,-----._------,_._-­
Pi g. 'I 

Mi..fEZ is located a.t nn ex~"nse 

of·tidul. flAt to the northern 

tip of the Mason Bay, in 

350 1)' N. rnd 128°36' E. 

'The MnsM City is situr..ted 

on the southern const of Korea, 

about 60 kilometers to the west 

of Dusnl1, thelargE::st. port. 

. city in Korea 

Pi;;. 2 
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II. Scale-"... -- . 
MAFEZ has a total area of about 94.1 hectares, and is divided into three 8ite 

Site No.1 has an area of about 67.5. hectares, in 1'1hich 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 26.6 hectares, in which the development of an 

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

complete. 

The area of Site. No.2 is 78.6 hectares, comprising the l.{asan City-owned land 

and privately-owned lands.. This area has not yet been designated as part of the f 

export zone. After an oconomic feasibility study on it, the Government plans to 

purchase the privately-owned lands for expansion of !'l:AFEZ. 

Table 1 shows the scale of l\1AFEZ and the total scale of lands programmed for 

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

zone. 

(Uni t : Hectare) 

Site 110.1 Site No.) Total 

Public facilities 3·5 1.5 . 3.0 

Factory sites 36.5 19.2 55.7 
Standard factories 8.3 8.3 
Roads and quay....:walls 19.2 5.9 25. 1 

Total Area 67.5 26.6 94.1 
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III. Geology 

For construction of llfAFEZ, the land "l'laS reclaimed to have an average height 01 

2.0-2.5 metres from the sea level through dredging and on the reclaimed land, eartI' 

has been laid in a thiCkness of 1.0-1.5 metres. The embankment has been constructe 

with good quality earth. 

A solid rock-bed is formed to tho depth of 6 to 13 metres. The foundation fOI 

all major buildings was built after the piling wo:rlc. 

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 metreso 

IV. Utilities 

1. Water facili~ies: 

To MAFEZ it is nml' possible to supply 14,000 tons of industrial water daily. 


For the water pipes which run to M:AFEZ, butt-welded steel pipes were laid so that 


they m~ flexibly resist the settlement of the reclaimed land. 


2. Power facilities: 

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

sufficient surplus pouer in Masan, the pOllTer supply siwation 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 liquid substances may flow directly through drains. 


4. Berth: 

MAFEZ has its two own piers, capable of berthing a vessel of a 20,OOO-ton clas: 

To meet the increasing cargo operating volume of the free export zone, it is plannel 

to additionally construct another pier. 
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CHAPTER III. TOTAl. JlIV]5TME!iTS FOR CONBTRIJCTIOli OF MAFEZ Ali'D roOlfullIc ElFIi'i!:cTl'; ·1 

I. 	 Total investments-
For oonstruction of sites No.1 and No.3 of MAFEZ, $16,262,000 had already been 

invested by the end of 1973. In 1974, $425,000 will be additionally invested,making 

the total investments for, construction of MAFEZ to amount t,o $16,687,000. Table 2 

shows a bre~down of investments by construction work. 

Tabl..e Investments....... ..... in construction of"a.;:___MAFEZ•
2. « __ 	 ...... 

(Unit: $1,000) 

Sch()duled 
Invested investment Total 
,,1b~ ..l:.9JU .1if! J..211.L investments 

* .. 

1. 	 Site preparation 7,064 325 7,389 
2. 	 Industrial water 488 100 588 

3. 	 Harbour construction 2,103 2,103' 

4. 	 Dredging "i,16l' 1,161, 

5. 	 Public utilities 1,007 1,007 

6. 	 Standard factories 

(6 units) 3,095 3,095 


7. 	 Welfare facilities 

(dormitories) 787 


8. 	 AnciUary facilities' 557 

Total 16,262 425 


Note: Conversion rate = 400 Won to US$l.-
II. 	 Economic effects 

me «. 

With the construction and successful operation of MAFEZ, the free export zone 

is expected to increase annual exports to $350 million and it~ employment to 45,000 

workers by 1976. In addition, tho net amount of foreign exchange earnings at MAFllZ 

alone is projected at $100 million. 

In addition 1 MAFEZ is exp€Jcted to bOCl,r the correlation effects, both forward 

and ba.ckwaq:d, on the related domestic industries, and thO' effect of obtaining 

advanced technology from highly industrialized nations. 



I 

ID/WG.185/2 

Page 10 


Table 3 	shows tho annual exports ,employment t and. netforcign excpange earnir 

!.~:l;,§:. h...bER~~_~,?!!9..mllL~~o!.,J~r~~ 
(Unit: 	 $1 million 

ljOOO persons) 

1 

Net foreign 

~or.:t.!3. ~l!.!.?~c~ c2Cchange §a~~ 

1971 0.9 1.2 0.2 


1972 9.3 7.1 2.5 


1973 70.4 21.2 19.6 


1974 200 31 60 


1975 250 41 75 

1976 350 45 105 


197: 350 45 	 105 


CHAPTER 	 IV. ADMINISTRATIVE ORGANIZATIOIf AND MANAGEX0NT SYSTD'I 

The Industrial Estates AdminiGtration has the general control over the managE 

and operation of industrial estates scattered allover the nation. Underthe 

direction and supervision of the Administration, the Masan Free Export Zone 

Administration Officer is primarily in charge of the management and operation of MA 

The Director of the Masan Free Export Zone Administration Office has not onl~ 

the functions described in the following, but also tho authority and responsibilii 

to supervise administrative agencies stationed in MAFEZ, such as the customs offie 

post offioe, and exit and entry control offioe. 

The organization of the Masan Free Export Zone Administration Office and its 

fUnotions are as follows: 
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1. Organization Chart 

I 

General Affairs 


Division 


------------~~--------~ 
Administrator of 

The Industrial Estates 
Administration 

Deputy Administrator 
of the Industrial 

Estates Administration 

Director of 
Uasan Free Export Zone 
Administration Office 

I 
J 

I 
I 
I 
11---------1 
I 
I 


I 

Investment 1;[anage­

ment Divi.don 
! 

Chain of 
COJlllll8.nd 

Line of 
~ Supervision 

I 
I

I . Investment', Information 
Officer 

Technioa.l Control 
&; Con~truotion 

Division 

,---------r-----,-,--+-----­

f. 000c:-' f-.I) '1 o 
f-.I)'1jc+ - OJ f-.I) OJ 

1-'- t:I 0' 1-" :::s f-.l)0o 1-'-0 0 0 I-'-m
t:I m ~ (!) I:I' o """ (!)"""'1 

f 
'1 o 0 


f-.l)H:! 
. 

I 
lB' 
r; 
OJ 

........ 

'""oo~ 
.~ 0 .... 

H 0 .... (!)

i 

o 
,f-.I) 

f-.I) 
I-' 
o 
(!) 

http:COJlllll8.nd


,ID/W 
Page;" 	 ID/WG.185/2 


Page 12 


2. 	 Functio!!~ 

A. 	 Investment Information Officer: 

(1) 	 Reception of foreign guests. 

(2) 	 Protecol affairs and guide to t.1AFEZ. 

B. 	 General Affairs Division 

. (1) 	 Security 

(2) 	 Custody of official seals" 

(3) 	 Appointment, services, education and training of public 
officials, pension, and other personnel administration. 

(4) 	 Receipt and dispatch, control, safekeeping of documents, and 
other matters related to documents. 

(5) 	 Budget implementation and accounting. 

(6) 	 Procurement of office supplies. 

Custody of goods and stato-owned property.(7) 	
. . . 

(8) 	 Roceipt of revenues within NAFEZ, and contracting for lease 
and sale of lend and standard factories. 

(9) 	 Licensing and supervision of supporting firms. 

(10) 	 Co-opere,tion li'i th administrative agencies within M:AFEZ. 

(11) 	 Management of utilities and welfare fs,cili ties. 

(12) .. SQcurity.guarding.of MAFEZ. 

(t3) . Einploymimt agency service. 

(14) 	 Industrial accident insurance service. 

(15) Labour-employer co-operation service • 

. (16 t Services for improvement of working conditions. 

(17) 	 Safety management. 

C. 	 Investment Management Division 

(1) 	 Licensing and after service of occupant firms. 

(~), 	 Receipt and. proce~sing of applications for ,authorization of 
foreign investment • 

. (3) 	 Receipt and processing of applicationo for technology 
inducement. 

(4) 	 Permission for transfor and mortgaging of land and factories. 

(5) 	 . Erport and import license,. and matters pertaining 'to export 
promotion. 

http:SQcurity.guarding.of
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D. 	 Technical Control ,and Construction Division 

(1) 	 Technical review for export and import licensing. 

(2) 	 EXport and import inspection. I
1(3) 	 Technical review for authorization of foreign investment. 

(4) 	 Public nuisance control. 

(5) 	 Mattorspertaining to temporary carrying of goods out from the 
zone. 

(6) 	 Training of skilled workers. 

(7) 	 Vocational training. 

(8) 	 Building permit, and permisaion. for establishment of facilities. 

(9) 	 S~pervision of construction work. 

(10) ,Repair and maintenance of harbour. 

1. 	 Occupancy system 

A. 	 ,Qualification· for occupancl 

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

,(1) 	 Enterprises manufacturing, processing or assembling goods for I • 

export; :\ 

(2) 	 Foreign-invested firms or joint ventures with the nationals of 
the Republic of Korea~ 

Enterprises whose buSiness purpose is to sell their products 
in Korea are not eligible fer occupancy in MAFEZ. Korean nationals 
may take up the occupancy in a joint venture vTith foreign investors, 
but not independently. 

However, even in the case of a Korean natio~alt he may possibly 
take up the occupancy if he has been resident in a foreign country for 

, 10 yea::ts or more; because such a Korean businessman is regarded as ' 
a foreigner. 

B. 	 Criteria for permission of occupancy: 

A permiSSion for occupancy in MAFEZ is determined by comprehensively 
reviewing the applicant 1s export prospect, foreign exchange earning, 
rate, manufacturing technology and laboUl'-intensive degree of the 
industry. Table 4 shows details' of the criteria for occupancy 
permission. 
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'I, ____________.........-......_~_.____~..~.__.,__._-..__~____________~_____~__. -..-.,..,..,,, ........ *_ ___ e" 


Itcm o"m factory 	 Standard factory------------....-.---~"-'-~.~--..~...........................---...-..._------------------­
(1) 	 Export $500 or more perpyong $600 or more per pyong 

(2) 	 Net foreign 
exchange earning 
ra.te 20Jb or more, 20Jb or 'more 

(3) 	 Employment 20 workers or more for 25 workers or more for 
each 100 pyong each 100 pyong 

(4) 	 Manufacturing 
technology Excollent Excellent 

(5) 	 Investment scole $200,000 or more $100,000 or more 

(6) 	 Use of domestic 
raw materials 
or secondary 
materials As much as possible As much as possible 

---------------------.~----~- -- - ---~~~~--.--~--~~~--------------------,--------
Net: Net foreign exchange rate is calculated according to the following formula: 

Amount of domestic raw and T1 'R t Ut'l't R t . + ,ages + + 1 1 Y a~n 	 es
•~e.c.P.!!tla9_m..~tS!:~~~s__\.ls.c_L_.._.___~_______"__~_ • *- • x 100 

EJ::port Amount 

Even 	when an applicant firm fails to mE:et part of the foregoing criteria, a 

permiSSion for his occupancy may bo granted in considora~.:;ion of' the objectives of 

establishing the free expor~ zont. 

c. 	 Eligible types of industries for occupancjr: 

Eligible types of industries are determined and announced by 
agreement bet'llleen the Illinistry of Commerce and Industry and the 
Industrial Estates Administration, taking into conSideration their 
oompetition with related domestic industries on the world market~ 
Table 5 shows the det'ails of the eHgj.ble types of industries: 
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__..______!~'_'__'_i____-~··_·· __ 

, . Type of industry 
______~+__$~.____~.__~._._,_____.' . . ~ 

Restrictive mOeE\u.r.es ' _______._._-_._.__.~.__________~~~~~_,_____ ,______~,__ ~_*~b~. . 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 

(13) 

(14) 

(15) 

(16) 

(17) 

(18) ,. 

(19) 

(20) 

(21) 

Food processing 

Cosmetics 

Plastic products 

Rubber products 

Leather products 

Packing materials 
.; .... '. . 

Art 'printing 

Potteries 

Metal products 

Machinery and apparatus 

Electric appliances and 
equipment 

Electronics industry products 

Yachts and small boats 

Optical instruments and 
appliances 

Medical ['nd scif'.ntific instru­
ments and appliances 

Precision machines 

,Mu.sical instrumen;ts 

Fumitures ~d d'ecorativc 
items 

,Handicrafts 

Toys 


Travel equipment and 

sporting goods 


Excluding laver for export to 
Japan 

EXcluding traditional pott~ies 
Except spoons r forks' and table­
ware " . 

,I •. 

Excluding guitars' 'for "export to 
the Unitcd ,States of America 

Eicl~dingWigs and false eyelashes 

http:mOeE\u.r.es
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Type OI industry 	 Restrictive measures 

(22) 	 Permissible items among Export countries may be 

textile products restrict0d 


1. 	 Met<:>.l thread 

2. 	 Sewing thread 

3. . Silk: f~_brics 

Fabrics iV'oven OI fl2.X, 
hemp, ramio or jute 

Clothing, lcnitted Excluding nylon products 

6. 	 Men t s outer garments, 

lmitted 


SwefLtcrs 	 :ri:xcluding acrylic products 

8. 	 Clothing, textile Iabric 

9. 	 Women's 8nd children's 

outer garments; toxtile 

Iabr~.c 

10. 	 Clothing accessories 

11. 	 Stockings 

12. 	 Gloves 

13. 	 Gaiters 

14. 	 Headgear and accessories 

-----------------------------~-*~.------.-.~.~~~..~ ----------------------------------,----------------------­

However, even in the case OI the t;ypes OI industries and items not' listed or 

types OI enterprises restricted in. the above, they may be allowed Ior occupancy 

with approval Irom the !{inister OI Commerce and Industry as he deems it specially 

needed under the trade policy I6r ofIicient operation OI tho Iree export zone. 

D. 	 Method OI occupancy: 

An occupant Iirm may construct its Olrm IC,ctOry on a leased 
plant site or trJke up the occupancy OI a stcndc.rd Iactory constructed 
by the Government through the purchase or lease. 

E. 	 Procedures Ior occupancy: 

(1) 	 An:y applicant Ior occupancy in }1AFEZ should submit the Io11owing 
doc~unents either to the Industrial Estates Administration or 
the Masan Free Export Zone Administration OIfice: 

http:stcndc.rd
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(1) Project plan;, 

(2) .Contract. on joint vent~e' or~papers certifying the 
,acceptance 'of stocks or sha.re,.s; . ;', 'x 

(3) Documents evidencing the right of representa.tion 
. (in the case of, D>pplying for authorization of agency);: 

(I~Y' NC1.tionality certificate of a foreign investor wi~hing 
to accept stocks or shares, . and' a letter of recolllllenda.­
tion issued by tha hendof a Kore~ diplomatic miSsion 
oversea.s; \ • l' 

" .. (5) Transcript of the Articles of Incorporation or the' 
. corporation' register of an enterprise, who.so stocks 
shares the applicant wish to underwrite. 

or 

(2) Conclusion of iand or fa.ctory lease contract: 

(1) An enterprise granted of the permission for occupancy 
should conclude a land or facto:t'y lease con'\iract with' 
the Masan Free'Export Zone Administration Office within 
50 days from the dat.e of approval.' vlhen it is impossible 
to conclude the' contract within that period, it should 
submit an application for extension of the l?eriod; 

(2) The lease period is 10 years t end the lease' c~ntract 
is renel1able upon the expiry. Upon concluding the 
contract, the occupant'firm is recwiredto deposit 
an amount, equivalent to the rent for 3 months as a 
key money. 

',(3) ,Permission for factory construction: 

An occupant enterprise is required to submit an application 
for construction of its own fa.ctory to the Masan Free Export 
Zone Administration Office within.70 d~ from the da.te of 
approval.. It should apply for the erlension of the period in 
case it fails to file the application within that' 'period.. 

A. Land management system: 

Under the Law for EstablishJnent of Free Export Zone, the 
Administrator of the Industrial Estates Administration is authoriZed 
to sell or lease the pl011t sites to the occupant firms within a 
free' export zone. Under tho present GO"Q'a'1mle:mt, policy, however, 
the land is only leased, and not offered for sare. 
(1) Agency determining lease price 

The lease price for land is determined by agreement between the 
Administrator of the Indust;tial Estates Admirtistra.tion and the 
lfinister of Finenc~. 
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(2) Lease price and payment method 

(i) Lease price: W75 per pyong monthly; 
(

(ii) Payment method 

Rent should be paid by the end of each month. 

In the event of a fa.:tlu:re to pay it within the 

period; arrears of rent equivalent to5 per cent 

of the rent e~c collected. 


(3) Allotment of land 

Land is allotted at the m1n1IDUm piece of 500 pyong or more, 
according to the business scale of the occupant firm. However I 

for the efficient utilization of land, plant sites are allottee: 
viithin the limit of tl'lO times the building space,_ ' 

B. Standard factory management system; 

(1) Total number of factory units! 6 

(2) Toto,l floor' space: 19,440 pyong 
(1 f 080 pyong/floor x 3 stories 
:x: 6 units) 

Structure: 

Standard factorieS are of three-otoried, reinforced concrete 
buildings, each unit equipped with toilets, hoists, electric 
and fire facilities, heating facilities and various other 
modern facUities, such ns dust shoots. Their to,tal load is 
1,000 kilogrammes per square metre and a loading capacity, 600 
kilograrnmes pGr squaro metre o 

(Photograph of standard factories) 

,(Caption ) standard factories 

(4) Agency determining sules or louse prices (see 2.A. (l:), page 17) 

(5) Sales or lease prices 

Lo[',se nrice Sales price
11.-__ -...'"""- ..... L .....~ .....~ .... 

", • .A- .. _.....-..-" .. ..,_'.... 

;Lst floor ust69 ~18/m2 
2nd floor US~6L60/m2 
3rd floor US$58.16/m2 

(6) Payment method 

(i) Rcn~~ (31ilC 20.1. (2) (iilt page 17) 


(:(i) Sale 
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(l} 	 Payment in full sum, or· 
f 

(2) 	 Installment payments: 

Upon concluding the sales contract, 20 per cent 
of the total amount is payable in lump sum, and the 
bal2;nce paY(;1:ble in equa.l ins-tal.i:nents over',­
4 years, from 9 months ~fter tho contract signing. i, 
(Annu~l interest rate: 5/~)' 

A. 	 Wa.iver of export-import business licence: 

OCC~lpont enterprises are regarded as those who have obtained 
trader1s business license preScribed in the Foreign Trade 
Transaction LClW, and allO'l-lcd to freely operate the export-import 
business lrithout tho liconse. ' 

B. 	 Export-import licence~ 

In importing raw. materials, machinery and equipment needed for 
production at onets own factQry, the occupant enterprise may import 
even thODe import-b:Jmlcd i t.ems or import-restricted items prescribed 
in the Foreign Trade Transaction L~, with a pe~~ssion from the 
Director of the ~~an -Free Export Zone Administration. 

C. 	 Abolition of Raw Material Requirements Certification System: 

In l~, the raw materi~l requirements certification system 
applied in general industries has been waived, thus imposing no 
restrictions on the import quantity of raw materials. 

D. 	 Export inspection system: 

The Administrator'of the Industrial Estates Administration 
is authorized to 'rlai va an export inspection if he deemsit 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 similar inspection facilities 
to those of a deSignated inspection e€oncy prescribed in the 
Export Inspection Law, which have been inspected by the ~nterprise 
itself; 

(2) 	 Products of an entGrprise which either has' obtained the permission 
for use of the Koreml Industrial Standards 14ark or has the 
quality control system required for the production of standard 
goods of a foreign countF~ similar thereto; 

(3) 	 Products of an enterprise which employs one or more inspection 
officer prescribed in the Export Inspection La"l as its quality 
control specialiot 1 vihich have been subjected to the quality 
inspection prescribed in the same law; 

(4) 	 Goods on ,,1hibh it has beon stipulated under an export letter 
of credit or en export contract to have undergone the inspec­
tion by an international inspection agency; 
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, . 
'. 	 (5) Goods produced under a bonded processing and export contract; 

(6) 	 Goods produced under en order pl2,ccd loy 2. firm selling thom 
by attnching its ovm trademark or merchandise name, through 
its own sales network; 

(7) 	 Products of an enterprise whose r~to of failure in export 
inspection in tho previous year is not more than 3 per cent 
onet ~Yhich has not beon adjudged as responaible for any quality 
claim, and which have boen inspected by the enterprise itself; 

(8) 	 In ceses wherE;; en OCCUPP<llt firm exportfl, without cost, its 
goods manufactured? processed or assembled by using rew materia 
imported) vii thout coot; mld vlhorc i t c~'"Ports, with campenso:t io: 
the goods mrmuf2,ctured, processod or Moembled by using rel-l 
materiels imported, vIi th compensation, through an inter-account 
transfer method. 

A. 	 Permission for change of product items: 

):f ml occupant enterprise wishes to chmlge items it manufacture; 
proces'ses or assembles , it is required to obtain a permission for 
such change. Any occupant firm changing its items without permissiOl 
will be subject to imprisonment for not longer than five years or 
a fine equivalent to two to five times the v~ue of the goods so 
manufactured, processod or assembled. 

B. 	 Use and management of imported goods: 

Goods carried into or imported, to the free export zone should 
be keprl; or used in a bonded state only within the zone. However, 
in the; following eases, the goods may be curicd out from the free 
export zone temporarily, with approval from the Director of the Masm 
Free Export ZoneAdministr~tion Office mld permission of the customs 
director: 

(1) 	 In the event of carryil1g the imported machines out for 
repairing; 

(2) 	 In the event of c~rying them out for processing outside the 
zone. However, the processing of them outsido the zone is 
allowed viithin the limit of 40 per cent of the tota,l process. 

C. 	 Restriction on carrying in products: 

Goods imported into tho free export zone, products manufactured, 
procesGcd or assembled in the zone or wasta goods and by-products 
generated in the production process should not be cRrried into a 
tariff area. Accordingly, an occupant enterprise is requirod to 
manufacture I process or assemble the raw mc,teri,2ls it has imported 
for export in their (lntirot~r. Waste goods Dnd by-products genereted 
in its production process should be either exported abroad or burn0d 
or destroyed. Howev0r, in tho follm'1ing ce..8CS t they may also 
possibly be carried into a tariff area: 
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(1) 	 Those goods which 2XG inevitably carried into since they are 

deemed essential for the national defence or the national 

economy; 


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

vlaste goods (including packing materials used for the imported +. 
I 

goods) or byMproducts generated in the production process of 
an occupant enterprise which are deemed specially necessary to 
be carried into. 

D. 	 Transaction system of goods within tho zone: 

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

E. 	 Restriction of transfer of land: 

Occupant enterprises are required to obtain permission from the 

Director of the Masan Free Export Zone Administration Office for 

their transfer, lease (including su~leas~)for 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 to 

occupant enterprises or supporting enterprises. 


Any occupant firm which ha2 transferred, leased or let others 

use its land or factories without permission will be subject to 

imprisonment of not more than five years or to a fine of not more 

thanW5 million. 


F. . Reporting of business actinties: 

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

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

(2) 	 Import status of goods; 

(3) 	 Export status of goods i 1 
(4) 	 Arrival status of goods under.a foreign investment; 

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

(6) 	 Others. 

G. 	 Occupancy ·canoellation fl3'stem: 

(1) 	 Grounds for cancellation 

When 	 an occupant enterprise comes under Ol1e of the following 
items, its occupancy permission may be cancelled: ) 
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(1) 	 When i"~ fails to conclude a contract on sale or lease of 
the land or a standard factory within 50 d~s from the date 
of permisf;lion for occupancy; 

(2) 	 mlen it fMls. to Dpplyfor a permission for construction 
of factory building within 10 days from the date of permies 
for occupancy; 

(3) 	 killen it continues to suspend business for more than three 
months, without justifiable reasons; 

(4) 	 When it vi~lates the terms and conditions of permission; 

(5) 	 \f.hen it is subjected to punishment for violation of the 
provisicns of the Customs Law. 

(2) 	 Effects of cancellation 

(i) 	 Suspenaion of business activities 

Whe:l a permission for occuprulCy is cancelled, the occupant 
firm must iIlJ!'!lcdiately discontinue its business, except 
the follcwing activities: 

(1) 	 Acti~'ities for export or import that has been 
approved at the time of the cancellation; 

(2) 	 Subsidiar'y activities related to the bUSiness 
actj.vities in the preceding item. . 

The period for the foregoing rosidual business activities 
is limi~od to not marc than 50 clays • 

. (~i) Settlement of.businoss 

ib.].:" occupant enterprise cancelled of the permission for 
occupancy should submit a business settlement plan within 
15 dayo from the dat.e of cancellation. The plan shaJ.l 
state the follmd:1g matters ~ 

(1) 	 Tr~lsferred and scheduled date fortrensfer; 

(2) 	 Land or factory to be transferred; . 

(3) 	 Fur·r.,i ture i 

(4) Rer" materials and sacondrr,ry materials; 

(~'I PerGol1!lol e:J!ploycd; ,~ I 

("),b 	 ::1cmlt~rul-:lO and disposition of proceeds from sales; 

Oth~r matters" 

(i~i) Tr211sfe1~ of building 

Any occupont firm cancelled of the permiSSion for occupanc 
should -'crancfor its ovmed land or factory to an occupant 
entorp"C'ise or a supporting enterprise within three months. 
The land or factory not transferred within the same period 
will 	be purchased back by the Government at an announced 
price. 

:, I 
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5. 	 Free !tw..rt. zon.<:_scc}Fj.ty s.Y..st 9.Il!.:. 

A. 	 Restriction on exit and entry 

Personnel and vehicles having n.CCGSS to the free export zone 
are required to carry the pass and vehicle pass issued by the Director 
of the Masan Free Export Zone Administra.tion Office; and goods 
cn.rried or transported arc required to be examined by the customs 
director. 

B. 	 The bounda.ry of MAFEZ is set by the fenne. For security guarding 
of MAFEZ, there are 16 security guards standing on guard at five 
different posts. 

http:bounda.ry
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CHAPTER V. INVESTf.mNT INCENTIVES 

In order to lxpedite the oooupanoy of P~FEZ by foreign-invested enterprises, 

various privileges are granted to oocupancy enterprises both in tax and legal 

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

tion of all administrative prooedures! 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 laws and regulations, in whole 

or in part, stationing of supporting administrative agencies, and occupancy of 

supporting enterprises. 

I. 	 Treatment as Korean 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 

, . 	 unless otherwise speoially prescribed in the law. Accordingly, except where special 

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 oourse, guaranteed. 

II. 	 Finalization of administrative procedures on the spot 

The Masan Free Export Zone Administration Office is-·empowered.-with the s.uthorii: 

delegated from the Government or local autonomous bodies to handle various admini­

strative services~ including the authorization of foreign investment. Its 

authorized servioes axe as follows: 

A. 	 Matters delegated by the Minister of Economic Planning Board: 

(1) 	 Approval I cancellation and after service of foreign investment; 

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

B. 	 Matters delegated by the ~hnister of Commerce and Industry: 

~~atters pertaining to export and import business. 

C. 	 Matters d.elegated by the Minister of Home Affairs: 

Matters pertaining to permission for acquisition of land by 

foreigners. 
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D... Matters delegated by the !I!inister of Financ'e: 

Matter's pertaining to the m!!Ulagement of state~owned properties. 
: f, f 	 ; 

E. 	 Matters delega.t~~ bY,the Minister of Health and Social Affairs: 


Matters, pertaining to public nuisance. 


F. 	 Matters falling under the authority of the head of a local autonomous body: 

Building permit. 

III. 	Waiver of application of pertinent legal provisions 

A. 	 Foreign Capital Inducement Law 

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

(2) 	 Inquiry to related Government,Ministries 

, The 	procedures for inquiring into the opinion of the competent 
Minister 	(Minister of Commerce and Industry) required under the 
Foreign Capital Induceme~t Law prior to the authorization of a 
foreign investment or a technology inducement contraot, are not 

,necessary. 

(3) 	 Possibility of importing domestically available items 

The Foreign Capital Induoem.ent Law provides for, ,.t.ha:t';no 
domestioally available items may be imported with foreign oapital. 
In i;he oase of a free expol ~ zone, the relevaat proviSions are 
waived, rendering it possible to import, even such domestically 
available items with foreign oapital. 

. '" 

B. 	 Foreign Trade Transaotion law 

(1) 	 Waiver of prooedures for licensing export-import business 
(Cf. chapter IV~ III-I). 

(2) 	 Possibility of importing import-banned and import-restricted i terns 
prascdbed in the Semiannual Trade Plan announced (Cf.cmapter IV, 
1II-2) • 

(3) 	 Partial exemption of export inspeotion (Ct. chapter IV, 111-3)., 

C. Law 	 on Employment of Persons Subject to Veterans Relief 

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

applicable to occupant enterprises. Uilder the law, any enterprise with 

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

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

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

enterprises. 

I 
, 

" 
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D. 	 On other lyl.l.smescos-opor::"tecl l)y C OC'Llpa:t).i: (;nt-e.rprises~the leea1'-provisions 

for the respective business in relation to the requisite approval, license 

and regiJtration are not applied. For instance, in the case of an enter­

prise manufacturing and. exporting firearms, it is required to obtain 

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:;.o.r;;h time i t 0:'cpor~;s :i. ~;G proc:ncts. S~.1ch rec.::u.:i. si to 

permission 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 

Capital Inducement Law, Business Tax Law and Income Tax Law•. 

1. 	 Tax exemption and reduction under foreign capital 

Inducement Law 

A. 	 Income tax 1 corporation tax, property tax and acquisition tax: 

.These taxes are 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 accruing from principal 
owned by foreign investor: 

Tax is exempt for the initial five. years and reducible 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. 

2. 	 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. 

3. 	 Tax exemption and reduction under Income Tax Law 

Foreigners engaged in an occupant enterprise are exempt from salary 

and v.Tage income tax permanently in full amount under the Income Tax La.w. 

4. 	 Table 6 shows the tax rates exempt and redUCible for occupant enterprises; 



ID/lvG.185/2 . 
Pnge 27 . 

. ... .~" 	 ,'. ,~ ..,". ,... 

Tax basis Tax rate 	 , Details '. 

1. Inoome tax Amount of income Exempt for 5 years, 
of receipts and reducible for the 

following 3 years 

2. Corporation ( 1) Income of each 
tax business year 

( 2) Liquidation 
incom~ 

3. Property Value of land, 
t~ building and ship 

(1) 	Open 
corporation: 
l~. 5%-27.5%. 

(2) 	Closed 
corporation: 
27. 5%-49~ 5% 

(1) 	 Land: 0.2% 

(2) 	Bui lding and 
ship: 0.3% 

Exempt for 5 years, . 
and reducible for the 
following 3 years 

" 

. rt 

4. 	Ac~'iaition Acquisition value (1) 1% 
tax 	 of real estate, ft. 

motor vehicles, (2), 210 in Seoui 
buildings and ship and Pusan 

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 

quanti ty 


I 
!(3) 	Other sales 


price and 

quantity 


6. 	Textiles 10. Items 10 to 100% When imported as 
tax capital goods, tax 

is exempt' 

1. Business 
tax 

Amount of receipts 0.5 to 3% Permanently exempt 
on foreign 
exchange earning 
business 

8. 	Salary and Sailaries and wages 1.1 to 55% 
. , 
Permanently exempt 

wage income paid to foreigners 
tax engaged in a 

foreign-invested
firm ' 

'\ 
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V. Guarantee of remittance overseas of principal and interest 

The remittance overseas of profit dividend is guaranteed from the initial year 

of business operation and that of principal of investments from two years after the 

beginning date of business operationo 

However, tll€1.re~i ttance of proceeds from. s.?Jes ma¥ be limited, in cOnsideration 

of the foreign exchange situation, to 20 per cent of the amount of investments or 

, : of proceeds from sales for each year. 

I VI. StEl,tioning of supporting administrative agencies 
, I 

In order to exp~dite administrative services for occupant enterprises, these 

government· agencies in charge of necessary administrative services for business 

activities by occupant firms are located by establishing branches or stationing their 

personnel in MAFEZ. For such administrative services, there are now Customs Office, 

Post Office, branch of~he Office of Labour Affairs, Immigration Office, Quarantine 

Office, Fire Station, and Police Box in MAFEZ. 

VII. 	Occupancy of supporting enterprises 

In MAFEZ, there are supporting enterprises established, such as warehousing, . 

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 j which is granted according to the following criteria: 

(1) 	 Suitable business types for operation of a free export zone. 

(2) 	 Enterprises which have obtained approval, license and regi.stration 
.. 	prescribed in the pertinent laws and regulations governing the 

respective business. 

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

(4) 	 They must have a rlefini te fina.ncial basis. 

B. 	 Scope of supporting firms 

The scope of eligible supporting firms for occupancy in a free 

export is as follows: 
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(1) Banks 

(2) Insurance business 

(3) Restaurants 

(4) Transportation, ~\Tarehousing, loa.ding and packing, customs broker 
and trade Bervi ces 

(5) , Service business 

(6) 	 Retail business 

c. Occupancy status of supporting firms, as shovm by the following table: 

Jable 7. SU,P'portil1Z.!iIr:lj:l 1l0l>1 ha.ving oOGupanpy in 1'IP..FEZ 

Business type 	 Number of firms 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Banks 

Insurance firms 

Restaurants 

Transportation, warehousing, 
loading an~packing, customs 
broker and,trade services 

SeI"rice business 

Retail business 

2 

3 

2 

5 

8 

3 

Total 23 

[II. 	Supporting faoilities 

There are the following supporting facilities in and outside ~~ to indireotly 

lpport production activities of -the occupant ,enterprises: 

(1) 	 Apartments for fcreigners (outside the zone). 

(2) 	 Dormitories for employees (tri thin the zone). 

(3) 	 Elchibition hall for produots of occupant firms (wi thin the zone). 

(4) 	 Exhibition ha11 of domestic raw me,teria1s and secondary materials 
(vii thin the zone). 

III :: 
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IX. 	 Special protection from labour dispute~ 

Concerning labour disputes and media'tion wi thin a. free export zone 7 the same 

provisions for public utilities in the Labour Dispute Adjustment Law are applied to 

the occupant enterprises, 80 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) 	 It is provided that labour 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 labour disputes.. 

(3) 	 "if a labour dispute is concerning public utilities? the rvIinister of 
Health and Social ftJfairs may decide on an emergency mediation. vllien 
his decis~on on an emergency mediation is announced i the workers are 
required to discontinue dispute activities immediately, an& may not 
resume dispute activities unless 30 days have elapsed since the date 
of such announcement. 

Xo 	 Labour suppl;! and employment service 

The Masan Free Export Zone Administration Office,through its employment 

registration card system, provided assistance in recruiting workers for occupant 

enterprises 1 for supply of excellent and literate workers. 
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AIiNEX 1 

PRESENT STA_JS OF MAFEZ (As of 31 Deoember 1973) 

1. 	 Lease __ Status•••---ere __ 

(Unit: Hectare) . 
,. 1 Me .... 

Category Leasable Area Leased Area . Remaining Area. 
•• :>' - ..... - ••• 

Own 	Factory 

Site !~o. 1 36.0 36.0 
Site No.. 3 18·5 12·9 5.6 

Total 54·5 48·9 	 5·6 .. 
Standard Fa.ct ory 

t • _ _. 	 6·9 
..--

6.6 0.3 
__ w 

A. 	 Summary 

________-·_.._r~ ______d _______.._.._... '!-,.,,_.~ ............, _"''''''. __*"... . 


Category Occupant In Under Yet to start 
Firms. Opera.tion Construction Construction 

·tm .. ___ • __...... __ ... -c. .. ...... -.. ..,. 

Own Factory 

Site No. 1 55 tJ.2 8 5 
Site No. 3 17 1 13 	 3 

.4 ....,.. • 

standard Factory 43 28 	 1 ,14ft.···. 	~_.._._.._*~••""__.___________..._________.. 

Total 115 71 22 	 22 
~--------------.---..-.--------.--.-*-.*-.-.__·~.~'_._.__d ____.~· •••.••• _.~___ ____._._. 

I 

'\ 

, . 


'\II 
,\ 



r!', 

ill/h'"G.135/ 2 

Page 


B. Occupanoy Status by Type of Industry 

Typ~ of Industry Number of Enterprises 

~---------------------------------.---~--------------------------------
Electronios industry products and 
eleotrio applianoes 27 

Maohinery and metal products 42 

Industrial chemicals 16 
Handicrafts and toys 10 

Textiles 7 

Food processing 2 

Opt ical inst rument s 6 

Others 5 

Total 115 

.' I 
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3. Inirefrliment Status 
~ ,.. .­

(Unit: ~~1 ,000) 

Jo;intVenture For~ign-Invefrlied Total 
'ri . 

Number Amount Number Amount Number Amount . .... n • 

Japan 29 8,181 77 65,907 106 74,588 
USA 1 1,100 6 1,269 1 2,369 
Other 2 959 2 959,-
Total 30 9,881 85 68,035 115 17,916 

.-
Note: 	 In !fotherll nationaliiiies, there are an Italian finn ,and a. 

USA~"'l.; ~od.Jrl; _ve:o:frn.rl:tA 

rl ..... 

Year E:J..rport s Employment 
(~~1 million) (1,000 persons) 

Itt· ... 

1971 	 1.2 
. 1912 	 7·1 

1973 	 21.2 

\' 
,-- 11 r ' 

Ii 
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II 
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ANNEX 2 

LAti FOR ESTABLISllMElJT OF FREE EXPORT ZONE 

Article 1 (Purpose)
e ,-_...__ 

The purpose of this Law is' to' establish Free Export ,Zones in specified coastal 

areas and to induce foreign investment, i"lith c), view to ensuring the promotion of 

exports, increased employment and the. improvement of industrial technology, thereby 

contributing to the nat ion's economic development. 

Article 2 (Definition of Terms)
_. e· .... 

!,_a;r:a£aph 1: The term OIFree Export Zone7; used in this Law (hereinafter referred 

to as ':Free Zonel!) shall denote an area designated pursuant to Article 3 of this Lalrl 

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

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

Pa:~~_aph 2: The term 1i0ccupant Enterprises'; used in this Law shall denote an 

enterprise permitted in accordance with paragraph 1, article 8. 

~ar~a'p'h.3: The term ilForeigner:1 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 

abroeA for not less than ten (10) years. 

~r:~:r:aph 4: The term HTariff Area'1 in this Law shall denote any area outside 

a Free Zone in which customs duties are levied. 

rar~aE1!..2: The terms "exports': and "imports i
; in this Law shall denote exports 

and imports conducted in accordance with the Trade Transactions Law. 

(Designation of Free Zone) 

A Free Zone she,ll be designated by the Minister of Commerce and Industry from a 

list of prospective areas selected by the I:hnister of Construction following consulta­

tion with the Minister of Home Affairs. 

Article 4; (Construction of Free Zone).. ... .. 
I:ara£a;e,h 1.: The preparation of the site and construction of roads, water supply 

and harbour facilities y including dredging shall be conducted by the Minister of 

Construction. However, certain occupents 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 e.nd Industry in consultation with 

the }[inister of Construction. 
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'par.~a.£h 2: Only the Administrator of a Free Zone, occupant enterprises and 

hose permitted under Paragraph 3, article 8 (hereinafter referred to as. ilsupporting­

nterprises") I and others as prescribed by~~esidentialDecre} may construct plants 

nd other structures (hereinafter referred to as >'plants, etc. n). 

r+.~...cl_~..5' (Establishment of Administre,tiort. Office) 

.I;,ar~a.Eh ~: In order to manage and operate the a,ffe.irs ofa Free Zone, .a Free, 

one Admini,stration Office (hereinafterreferrecl to e,s tlAdministration Office l :) shall. 
e established in each Free Zone and fUnction under the jurisdiction of the Minister 

r Commerce and Industry. However, when neeetmary two or more Free Zones may be . 

laced under the management and operation of one Administration Office. In such a.' 

~se a field office may be established i~ the Zones Or Zones having no Administration 

cfice of their own. 

PO;~<;tE.h 2: The Administrat ion Office shall mana.ge the following affairs:. 

1. 	 Establishment of various supporting facilities. 

2. 	 Recommendation of occupant enterprises and granting of T,lennits to supporting 

ent erprises. 

3. 	 Supervision of the construction of plo.nts, etc. 

4. 	 Issuance of export and import licences. 

5.' 	 Supervision over occupant er..:~erpriseG ar...d supporting enterpl'ises. 

6. 	 Assistance in the reOrl.litr:lent and e;:nployment of liorkers •. 

7. 	 Other matters concerning the management. and operation of 'the Free Zone. 

Par~a~h.~: The name, location, area of jurisdiction organization of the 

ministration Office and other necessary matters shall be prescribed by Presidential 

cree. 

~~a.E.h 4: The name, location, ~rea of jurisdiction, and other ma-tters 

;l.Cerning the functions of the field offices provided for in 'taragraph I above shall 

prescribed by the Hinistry of Commerce ::md Industry. 

;_l..91...ti (EstabliS:1iIlent of Ert:mch Offices, etc.) 

The Government agencies responsible for the administration of affairs related to 

~ activities of occupant enterprises me,;}, establish bra.nch offices or have officials 

~tioned uithin a Free Zone for the expeditious execution of their proper fUnctions. 
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(Sale and Lease of Land, etc.) 

.!'.ar~aph 1: The Administrator of a Free Zone (hereinafter referred to as tlthe 

Administrator,l) may sell land or plants, etc. to occupant enterprises or lease same to 

occupant enterprises or supporting enterprises in such manner as ma.y be prescribed by 

Presidential Decree, 

f'.~:r;¥.I;.c:Eh 2: The Minister of Commerce and Industry shall, folloHing consultatioI". 

with the Minister of Finance and regardless of the regulations of the National 

Property Law, determine the prices of lruld or .plants, etc. to be sold or leased 

pursuant to the preceding paragraph; ano., vThere necessary, may state such prices in 

terms of foreign currency. 

Par~graph 1: Those who desire to purchase land in accordance with paragraph 1 

shall be permitted to do so in accordance with the Alien Land Law. This, hal'Jever, 

shall not apply in the case of lease of land. 

Article 8 (Permission to Take up Occupancy) etc.) 

~~a.Eh 1: Those "Tho 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 proscribed by Presidential 

Decree. 

~~a~a~~ 2: The preceding paragraph shall also apply where an occupant enter­

prise intends to change the kind of products it manufactures, processes or assembles • 

.Ea!~ra.Eh 3: Those l.1Tho intend to operate in a Free 2;one a business concerning 

warehousing, transportation, stevedoring) packing and other such businesses as 

determined by decree of the Ministry of Commerce and Industry, for the purpose of 

supporting the activities of occupent enterprisos shall obtain a permit to do so from· 

the Administrator in such man.~er an may be prescribed by Presidential Decree. 

~araB!~h_4: An occupant enterprise shall be deemed to hold a permit to conduct 

export and import business under the provisions of the Trade Tri1I1sactions Law in respect 

respect to the exportation of its own prod'L:cts und to the importation of necessary 

ra1'1 mat erials and equipment. 

Paragra.Eh .2: Such hLlsiness conducted by occupant enterprises shall not be 

subject to the req'Llirement of permission, licencing, registration, etc. prescribed by 

laws and regulations perta.ining to Eluch tYlJos of business; the same applies to 'l;he 

export and import activities of occupant enterprises. 

http:Paragra.Eh
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Article 9 (Qualifications of Occupant ~nterPrises)- . .., .. 

Only those mf::eting the following conditions are qualified to conduct business in 

a Free' Zone in accordance 'Vrith paragraph I of the· preceding article' . 

1. 	 Enterprises manufacturing, processing or assembling cOIlllI:l0ditiee for export. 

2. 	 Enterprises wholly invested by foreigners or joint ventures irith Korean 

nationals in accordance with the investment ratio to be laiCt down by 

Presidential Decree. 

Article 10 (Construction. of Plants, etc.) .-_ .. .....~ 

In the application of the Building Law ldthin a Free Zone, the tenns "mayor" and 

I1county chiefflshall re.ad Ilthe Administratorll •. 

Article 11 (Delegation of Authority iu reFd to For~ign Capital InducElment.).. ..., ..... ... 
~rwaph 1:· The authority vested in the IUnister of the Economic Planning 

Boam under the Foreign Capital Iriducement Law may be delegated in whole or in part 

to the Minister of Commerce and Industry with respect to capital to be induced by 

occupant-enterprises or supporting-enterprises in such manner as maybe prescribed by 

Presidential Decree. 

R~raeir..£ke.h_~: Article 34 through 39 and article 44 of the Foreign Capital 

Inducement Law shall not apply to the inducement of foreign capital prescribed in the 

preceding paragraph. 

~}ji~_J..g: (Application of Trade Transact ions Law , etc.) 

.P¥,~aph ].; The phra;se Ilthe ~/iinistor of COmmerce .and Industryl7 in the Trade 

Transactions Law, when applied to exports and imports in a Free Zone, shall read 

lithe Administratorll • However, this shall not apply in the case of article 9 of the 

same La\i • 

.~~~~a.Rh .~: Commodities exported or imported with the lic.enco of the 

Administrator shall be subject to. confimation by the Chief of Customs. 

~~aEh .J: The ACl.ministre.tor of· 11 Free Zone ma;y grant exemption from the 

requiramept of export inspection of commodities in such manner as may be prescribed 

by an Ordinance of the Ministry of Cormnerce e"ud Industry if it is considered B\;1ch 

exemption will not have adverse effects on the reputation of export commodities. no't ­

withstanding the provisions of tho Export Inspection Law as liell as other laws and 

regulat ions. 
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Article 13· (Use and Management of Imported Commoditi3s)M. ... .. .. 
P.Cl::r:a,g,r<!l2h 1: Commodities induced or imported into a l!'ree Zone shall be kept or 

used in bond only \i'ithin a Free Zone. Ho\V'ever, such commodities may be taken outside 

Zone temporarily for purposes of repair or processing with the permission of the 

Administrator and the approval of the Customs Officer in l:),ccordance with the provisions 

of article 100 of the Customs Law. 

P_e:.r:.~aph 2: I;latters pertaining to tho 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 Finance, notwithstanding the provisions 

of other laws and regulations. 

Article 14 (Restriction on Disposal of Products etc. in iJ.'ariff Area) 

~~a£h 1: Commodities induced or imported into a Free Zone and commodities 

manufactured, processed and assembled within a Free Zone as well as the waste and by­

products thereof shall not be cllo'Vwd entry into the tariff area. However, when it 

is deemed the disposal of commodities 'V[Quld not impair domestic industries and the 

commodities are considered indispensable, such. commodities may be allowed entry with 

the permission of the :Ministcr of Commorce ancl Industry, in such manner as may be 

proscribed by Presidential Decree. 

r.<;~~B£h 2: The Customs Law shall apply to the commodities so disposed in the 

tariff area pursuant to the preceding parau"Te,ph. 

(Restriction on Transfer of Land, etc.) 

An occupant enterprise or a support onterprise may have its lend or plants, etc. 

transferred, leased (including sub-lease), or utilized by others j or provide such as 

collateral, when approvecl by the AdminiErtrator. Such transfer, lease or lending 

shall 1)0 limited to occupant enterprises or supporting-enterprises. 

Article 16 (Permission of Entry and E::::it t atc.) 
-.~...... 

Persons and vehicles to be G.dmitted to c. Free Zone shall be required to obtain 

tho approval of the Administrator in accordance with such procedures as may be 

prescribed by the IvIinister of Commerce un(.l Industry; and commodities and effects to 

be carried or transported out of or into c. Froe Zone 6h2..11 be inspected. by the 

Chief of Customs. 

r 
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Article 17 (Cancellation of Permission to Take up Occupancy and Transfer of Land, etc.)
-.......-- ........ 


.~a..~~P1.!.J:: I'Thero an occupant enterprise or a supporting enterprise comes under 

any one of the fonowing categories, the Uinister of Commerce and Inclustry-may -cancel, 

upon the request of the Administrator, the permits based on paragraph 1 or 3 of 

article 8. 

1. 	 In a caso where there is failure to initiate the approved business after 

ac.quiring a permit based on parngTaph 1 or 3 of article 8, or suspension 

~f oporation during the period as may be prescribod by an Ordinance of 

the Ministry of Commerce and Industry. 

2. 	 In a case where the tenn( s) e.nd conditionCs~ in tl1e pcrmi't issued 


pursuant to article 8 is (are) violated. 


3. 	 In a caso l'l1'hore penalities have been imposed due to violation of tho 


Customs Law • 


.E.8:.r!'::firaRIL~: I'Then pennission is cancelled in accordance with the preceding 

paragraph, an occupant enterprise or a supporting enterprise shall immediately 

discontinue its business except for ezport or import activities already approved at 

that time or the settlement of remaining activities as may be prescribed by 

Presidential Decree • 

.E.~52'aph_ 3: Those "Those permit to operate a business has been cancelled pursuant_ 

to paragraph 1 shall trrulsfer their land or plants, etc. to another occupant enterprise 

or supporting -enterprise within the peried as may bo prescribed by Prosidential Decree. 

The same applies to those whose business has been closed. 

~a:r:.aEaEh._4: The land or plants, etc. not transferred during the period 

prescribed in accordance with the preceding paragraph may be purchased by the 

Govel"nIIlEmt at· prices announced in accordance with paragra.ph 2, article 7 for the year 

in vlhich transfer is made. 

Article 18 (Labour Disputes)--. . .... 

Tho regulations governing "public utilitiesll in the Labour Disputes !<Iediation Law 

shall apply to the disputes of, and tho mediation of disputes for, workors employed "by 

occupa.rr~ enterprises of Free Zones. 

http:occupa.rr
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(E.::cpropriation of Lands G-(;c.) 

The Government may expropriate necessary land, buildings and immovable goods, 

as l'1011 as the right s theret Q 1 _ within the area, select cd in order to cst ablish a 

Free Zone? in whieh case .the Land Exproprintion wv; shall apply. 

(Public Notification of Construction Plan) 

J?u;:r;.a~aph }: l'lhen preparing to set up a. Free Zone pursuant to tho regulations 


of paragraph I, article 4, the Minister of Construction shall t in consult.ation with 


the Ninister of Commerce and Industry and in accordance with Presidential Deoree, 


establish a preparatory pl2.l:1 and give public notice thereof vlithout delay• 


.~c:::r:~~h 2: In e.pplying the Land EJ....--propriation Law in accordance vlith the 


provisions of the preceding article, tho public notification of the preparatory plan 


shall be regarded as approved notification of works pursuant to tho regulations of the 


Land Expropriation Law. 


Article 20 (Exemption from Law for Preferential Employment of Veterans and Bereaved) 

The Law for Preferential Employment of Veterans -and Berenved shall not apply to 


occupant enterprises. 


Article 21 (Delegation of Authority).................. 


The authorities held by the Government ministers concerned may be delegated to 

the Administrator in such manner as may bo prescribed l)y Presidential Decree in order 

to ensure the efficient administration C'nd operation of a Fred Zone. 

Artiole 22 (Report ing)
___ ....1 ..... ~ 

The Administrator of- !'I. Free Zone may, i"lhen it is doemed necessary for the effective 

administration and operation of a Free Zone, ro~ire occupant enterprises or supporting 

enterprises to report on their business activities, in such manner as may be presor:!-bed 

by Presidential Decree. 

Article 23 (Punitive Regulations)- ................-.....,....--.. 


.~c::r:2.~hJ.: Those l'lho change tho itcills they manuf2.cturc I process or assemble 

without obtaining approval in accordancG uith para.graph 2, article 8 shell be subject 

to imprisonment for not longer tha.n five (5) years or to a fine equivalent to tuo to 

five times the value of the commodities so manufactured, processed or assembled. 
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.!'~:r:p:g;r;aph 2: In the event of an infringement under t'he preceding pa,ragraph, the 

illegal goods possessed by the guilty person s]1<111 be confiscated or, if confiscation 

is impossible, the value of such il1ega.l goods shall be levied. as a fine. 

(Punitive Regulations) 

Those who transfer, lease or lend their land or plants, etc. or provide such as 

collateral without obtaining the approval prescribed in article 15 shall be subject to 

imprisonment for not longer than five (5) years or to a fine equivalent to not more 

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

(Punitive Regulations) 

Those \'lho conduct business in violation of the provision of paragraph 2, article 17 

shell be subject to imprisonment for not longer 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 procedures 

. 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 Punishment of Specific 

Crimes. 

(Punitive Regulations) 

Those who enter a :£i'reo Zone without obtaining the approval of the Administra.tor, 

in violation of articlo 16, shall be subject to imprisonment for not longer than one 

(1) year or to a fino equivalent to not more than fifty thousand (50,000) won. 

(Fine for Default) 

Those who fail to make a report, or submit a false report, in violation of 

article 22 shall be subject to a fine equivalent to not more than ten thousand (10,000) 

1'10n. 

Article 29 (Concurrent Punishment)................. ..._­

In case the representative of a juridical person, the proxy, or employee of a 

juridical person or a natural person violates the provisions of articles 23 through 26 

and 28 in the conduct of the business of the relevant juridical person or natural person, 

SllCh a juridical person or a natural person concerned shall also be subject to the 

imposition of the stipulated fine. 

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

President ial ])ecree. 

Addendum 


This Law shall became effective on tho date of its promulgv~ion. 





