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THE LAW OF THE DEMOCRATIC PEOPLE’S
REPUBLIC OF KOREA ON RAJIN-SONBONG

ECONOMIC AND

TRADE ZONE

Chapter 1. General Provisions

/Article 1. The purpose of this law is to provide
provisions for the efficient administration and
operation of the Rajin-Sonbong economic and
trade zone in the Democratic People’s Republic
of Korea, and for the further expansion and pro-
motion of the economic cooperation and
exchange with foreign countries.

Article 2. The Rajin-Sonbong economic and
trade zone is a certain part of the territory of the
DPRK that is to be treated as a preferential area
for transit transport and trade, processing of
export goods, financing and setrvices.

Economic and trade activities in the Rajin-Son-
bong economic and trade zone shall be con-
ducted in accordance with the system and order
specially established by the State.

Article 3. The Cabinet shall direct in a unified
way the trade, foreign investment and develop-
ment and administration activities in the Rajin-

Sonbong economic and trade zone.

Article 4. The State shall protect by law the
capital invested and the incomes earned, as
well as the vested rights of foreign investors
in the Rajin-Sonbong economic and trade
zone.

Article 5. A foreign investor shall have free
choice of forms of business management and
operations in the Rajin-Sonbong economic and
trade zone.

Article 6. External economic and trade activities
in the Rajin-Sonbong economic and trade zone
shall conform to the laws and reguiations of the
DPRK for the economic and trade zone.

Article 7. A foreign investor may conduct eco-
nomic and trade activities in the form of contrac-
tual or equity joint ventures and individual
investment in the Rajin-Sonbong economic and
trade zone.

Chapter 2. Duties and Powers of the Administrative
& Managing Organs

Article 8. The administrative and managing
organs for the Rajin-Sonbong economic and
trade zone shall include the central organ for
guidance of trade, the relevant central organs
and the People’s Committee of the Rajin-Son-
bong City.

The central organ for guidance of trade and the
relevant central organs are the guiding organs for
trade, foreign investment and the development,
administration and management of the zone in
accordance with their duties and powers, and the
People’s Committee of the Rajin-Sonbong City is
the local executive organ for implementing all
matters related to the development of the zone.
Article 9. The duties and powers of the central
organ for guidance of trade in the Rajin-Son-
bong economic and trade zone are:

1. To adopt state measures in connection with
trade and foreign investment,

2. To direct at regular intervals the external eco-
nomic and trade affairs in contact with the rele-
vant central organs, and,

3. To receive, examine and settie the applica-
tion for foreign investment.

Article 10. The relevant central organ shall carry
out on its own duties and powers such business
activities as program for development of Rajin-
Sonbong economic and trade zone, completion
and execution of a budget, financial and banking
affairs, land lease, land development, city con-
struction, settlement of building lot and so forth.
Article 11. The People’s Committee of the
Rajin-Sonbong City may comprise the external
economic department which shall be responsi-



ble for promoting trade, foreign investment and
the development of the zone, and for organizing
and implementing in a rational manner the
administrative and managing affairs of them.
Article 12. The duties and powers of the Peo-
ple’s Committee of the Rajin-Sonbong City relat-
ed to trade, foreign investment and zone devel-
opment are:

1. To prepare, advertize and implement the plan
for trade and zone development,

2. To receive on the spot an application for for-
eign investment and present its deliberation and
establishment to the central organ for guidance
of trade,

3. To register enterprises and issue business
licences,

4. To assist investors in employing workers,

5. To investigate the transfer of the right to use
land and buildings and present its approval to
the relevant central organ,

6. To render direct or indirect construction or
reconstruction services for buildings, structures
and work facilities, and,

7. To conduct other activities for the improve-
ment of management operations in the zone.
Article 13. The central organ for guidance of
trade shall reach a decision on the approval or
refusal of the establishment of an enterprise,
within 50 days of receiving an application for

investment in contractual or equity joint ven-
tures, and within 80 days of receiving an appli-
cation for investment in wholly foreign-owned
enterprises, and inform the relevant organiza-
tion of the result.

Article 14. The central organ for guidance of
trade and the People’s Committee of the Rajin-
Sonbong City may cancel their approval for the
establishment of a foreign investment-business
enterprise or of a licence for operation, or may
halt operations in the following cases:

1. When there is a failure to comply with the
conditions for investment, and,

2. When there is a serious breach of the laws of
the DPRK.

Article 15. For the purpose of improving techni-
cal skills of the workers to be employed in for-
eign investment-business enterprises, the Peo-
ple’s Committee of the Rajin-Sonbong City may
establish a technical training fund and operate a
training centre.

Article 16 The People’s Committee of the Rajin-
Sonbong City may form and manage a consul-
tative committee which shall be formed of repre-
sentatives of the People’s Committee, the rele-
vant organization or enterprise and of the for-
eign investors, and which shall consult about
and assist in the trade and the development,
administration and operation of the zone.

Chapter 3. Provision of Conditions for Economic Activities

Article 17. All goods may be freely brought into
the Rajin-Sonbong economic and trade zone
and may be stored, processed, assembled, dis-
assembled, sorted, packed or repaired in the
zone or may be taken out to abroad from the
Rajin-Sonbong economic and trade zone. Any
goods that endanger the security and social
moral life of the country, the health of people
and the growth of animals and plants are not
allowed to be brought into the zone.

Article 18. A foreign investor may establish and
operate an enterprise and undertake transit
transport in the Rajin-Sonbong economic and
trade zone.

Organizations, enterprises and entities of the

country may also invest, for the purpose of eco-

nomic and trade activities, in the Rajin-Sonbong

economic and trade zone both solely or in the
form of equity or contractual joint venture enter-
prises with the approval of the Cabinet.

Article 19. An equity or contractual joint venture
enterprises and a domestic organization, enter-
prise or entity is not allowed to establish a
branch, agency or liaison office in the Rajin-
Sonbong economic and trade zone without the
approval of the Cabinet.

Article 20. A foreign investment-business enter-
prise and a foreign individual may acquire on
lease the land it needs in the Rajin-Sonbong
economic and trade zone, and the period of the
lease may be extended with the consent of the
leasing entity.

Article 21. A foreign investment-business enter-
prise may employ the domestic workers it needs



or dismiss them in accordance with a contract
drawn up with the tabour service agency in the
Rajin-Sonbong economic and trade zone.

In case of need, some managerial personnel,
technicians and skilled workers for special jobs
may be employed from foreign countries by
agreement with the People’s Committee of the
Rajin-Sonbong City. ' _

Article 22. The prices for goods manufactured
by a foreign investment-business enterprise
may be determined by agreement between
buyer and seller. The prices of important raw
materials, materials and necessary mass con-
sumption goods shall be fixed by the People’s
Committee of the Rajin-Sonbong City.

Article 23. The trade ports in the Rajin-Son-
bong economic and trade zone are open to any
cargo ship and crewman for free movement in
and out according to the order of access to the
ports, regardless of nationality.

Article 24. A foreign investment-business enter-
prise in the Rajin-Sonbong economic and trade
zone may consign the processing of raw materi-
als, materials or parts to a domestic enterprise
or an entity cutside the zone.

When the processing performed outside the
zone is less than 40 % of the total value of pro-
duction output of the enterprise concerned, such
processing on consignment shall be production
activities conducted within the zone.

Chapter 4. Customs Duties

Article 25. The State shall establish a system of
preferential customs duties in the Rajin-Son-
bong economic and trade zone.

Article 26. No customs duties shall be levied on
the following goods in the Rajin-Sonbong eco-
nomic and trade zone:

1. Goods brought into the zone for the purpose
of processing for export,

2. Materials needed for the production and oper-
ation of enterprises, and export products,

3. Materials for the personal heeds and station-
aries in certain quantities for the needs of for-
eign investors,

4. Materials needed for the construction of the
zone, and,

5. Cargo of other countries passing through the
Zone. .

Article 27. The article 26 of this law shall not be

applicable in the following cases:

1. When goods are imported from foreign coun-
tries for sale in the Rajin-Sonbong economic
and trade zone, and,

2. When goods produced in the zone or import-
ed into the zone are sent to other parts of the
country for sale.

Article 28. When a foreign investment-business
enterprise sells its products in the zone instead
of exporting them, customs duties on the import-
ed raw materials and parts used in the produc-
tion of goods shall be paid.

Article 29. A foreign investment-business enter-
prise in the Rajin-Sonbong economic and trade
zone shall keep documents concerning the
import and export of goods such as the records
of customs inspection, invoices for goods and
other documents for a period of 5 years.

Chapter 5. Currency and Finance

Article 30. The currency in circulation in the
Rajin-Sonbong economic and trade zone shall
be Korean won, and payment for all transac-
tions may be made either in Korean won or in a
convertible foreign currency.

The rate of exchange of foreign currencies
against the Korean won shall be the rate pub-
lished by the foreign exchange control organiza-

tion.

Article 31. A foreign investment-business enter-
prise may keep an account at a domestic bank
or a foreign bank, upon agreement with the for-
eign exchange control organization.

Article 32. A foreign investment-business enter-
prise or a foreign individual may secure loans to
meet financial needs for business operations



from domestic or foreign financial institutes.
Korean currency secured either by loan or by
purchasing shall be deposited in a domestic
bank in the country.

Article 33. Banks in the Rajin-Sonbong eco-
nomic and trade zone may, with the consent of
the foreign exchange control organization,

engage in offshore banking transactions.

Article 34. A foreign investment-business enter-
prise or a foreign individual may transact securi-
ties denominated in foreign currency at a fixed
place established in the Rajin-Sonbong eco-
nomic and trade zone,

Chapter 6. Guarantees and Pr-ivileges

Article 35. A foreign investor may remit abroad
profits earned from business activities in the
Rajin-Sonbong economic and trade zone and
other incomes such as interest, dividends,
income from rent, and income from services,
proceeds from the sale of assets, and may take
out of the zone all the assets brought into it,
when the duration of operation expires.

Article 36. The enterprise income tax rate in the
Rajin-Sonbong economic and trade zone shall
be 14 % of taxable income.

Article 37. A foreign investment-business enter-
prise in the production sector may be entitled to
full exemption from enterprise income tax for
three years after the first profit-making year and
a tax reduction of up to 50 % for the following
two years, provided it is to be operated for a
duration of more than 10 years.

A foreign-invested enterprise engaged in infras-
tructure development projects with a total
investment of more than 60 million won may be
given full exemption from enterprise income tax
for 4 years after the first profit-making year and

a tax reduction of up to 50 % for the foliowing 3
years,

Article 38. Foreign investors in the sectors
encouraged by the State may be treated prefer-
entially in the leasing of land in favourable loca-
tions at lower rates of rent.

Article 39. Foreign investors in the sectors
encouraged by the State may be given priority
in the granting of loans for business activities
from the domestic finance institutes in the coun-
try.

Article 40. If a foreign investor reinvests his
profits for the duration of five years or more, 50
% of the income tax paid on the reinvested
amount may be refunded.

In the case of reinvestment for infrastructure
development, 100 % of the income tax paid on
the reinvested amount may be refunded.

Article 41. A foreigner may enter the Rajin-Son-
bong economic and trade zone without visa,
and stay or reside according to the relevant pro-
cedures.

Chapter 7. Settlement of Disputes

Article 42. Any dispute arising in connection
with economic and trade activities in the Rajin-
Sonbong economic and trade zone shall be set-
tled through consultations between the parties
concerned.

In case of failure in consultation, it shall be set-
tled by arbitration or legal procedures provided
by the DPRK, or may be taken to an arbitration
agency in a third country for settlement.



THE LAW OF THE DEMOCRATIC PEOPLE’S
REPUBLIC OF KOREA ON FOREIGN INVESTMENT

Article 1. it is the consistent policy of the DPRK
to develop economic cooperation with other
countries.

The State encourages foreign investors to
invest in the territory of the DPRK on the princi-
ples of complete equality and mutual benefit.
Article 2. This law is the basic law relevant to
foreign investment which stipulates the general
principles and rules for the protection of invest-
ment of foreign investors and for guarantee of
legal rights and interests of foreign investment-
business enterprises.

A foreign investor is a body corporate or an indi-
vidual from a foreign country that invests in the
territory of the DPRK.

A foreign investment-business enterprise is a
foreign-invested enterprise comprising in con-
tent a contractual or equity joint venture enter-
prise, or a wholly foreign-owned enterprise, and
a foreign enterprise that is set up in the territory
of the DPRK.

A contractual joint venture is business activity in
which investors from the DPRK and a foreign
country jointly invest, the management is
assumed by the partner from the host country
and, depending on the provisions of the con-
tract, the portion of the investment made by the
foreign investor is redeemed or the share of the
profits to which the foreign investor is entitled is
allotted.

An equity joint venture is business activity in
which investors from the host side and from a
foreign country invest jointly, operate the busi-
ness jointly, and profits are distributed to the
investors in accordance with the share of their
investment.

A wholly foreign-owned enterprise is a business
enterprise in which a foreign investor invests
and which the foreign investor manages on his
own account.

A foreign enterprise is the institutes, enterprises,
individuals or other economic bodies from for-
eign countries with a favourable source of
income in the territory of the DPRK.

Article 3. A foreign investor shall be permitted
to set up and operate the equity or contractual

joint ventures within the territory of the DPRK
and the wholly foreign-owned enterprises in the
Rajin-Sonbong economic and trade zone.
Article 4. The State shall guarantee the legal
rights and interests of foreign investors and for-
eign investment-business enterprises, as well
as the conditions of management activities.
Article 5. Institutes, enterprises, individuals and
other economic bodies from abroad shall be per-
mitted to invest within the territory of the DPRK.
Overseas Korean nationals shall also be allowed
to invest within the territory of the DPRK, subject
to the relevant laws and regulations.

Article 6. A foreign investor shall be allowed to
invest in various sectors such as industry, agri-
culture, construction, transport, telecommunica-
tions, science and technology, tourism, com-
merce and financial services.

Article 7. The. State particularly encourages
investment in sectors that require high and mod-
e technology, sectors that produce interna-
tionally competitive goods, the sectors of natural
resource development and infrastructure con-
struction, and the sectors of scientific research
and technology development.

Article 8. Those foreign-invested enterprises
that operate in the sectors situplated in the pre-
vious article shall receive preferential treatment,
including the reduction of and exemption from
income and other taxes, favourable conditions
for land use, and the preferential supply of bank
loans.

Article 9. Those foreign-invested enterprises
established in the Rajin-Sonbong economic and
trade zone shall receive preferential treatment
as follows:

1. No customs duty shall be levied on export
and import materials other than on those items
that are priscribed by the State.

2. No income tax shall be payable for 3 years
from the year the profit is first accrued in the
production and income {ax reduced by up to 50
per cent shall be paid for the following 2 years.
The rate of income tax shall be 14 percent, a
concessionary rate in comparison with rates in
other areas.



Article 10. The State shall make convenient the
entry and exit formalities and methods for for-
eign investors who travel with the purpose of
setting up or operating business enterprises in
the Rajin-Sonbong economic and trade zone.
Article 11. Investment in those projects which
hinder the development of the national economy
and threaten national security, or which are
technically obsolete and harmful to the environ-
ment shall be prohibited or restricted.

Article 12. A foreign investor may invest in the
form of currency, property in kind, industrial
property rights, technical know-how and other
properties and property rights. The value of
property and property rights invested shall be
determined through an agreement between the
partners on the basis of the international market
prices prevailing at the time of the evaluation.
Article 13. Foreign-invested enterprises shall
be permitted to open branch offices, representa-
tive offices or agencies and to establish sub-
sidiaries in the DPRK and other countries. They
shall also be permitted to conduct joint opera-
tions with companies in other countries.

Article 14. Equity or contractual joint venture
enterprises and wholly foreign-owned enterpris-
es shall become bodies corporate of the DPRK.
Those foreign' enterprises and their branches,
agencies and liaison offices that are set up with-
in the territory of the DPRK shall not become
bodies corporate of the DPRK.

Article 15. The State shall lease the land
required for foreign investors and the establish-
ment of foreign-invested enterprises for a maxi-
mum period of 50 years.

Article 16. A foreign-invested enterprise must
take its labour force from the host country. Mana-
gement personnel, technicians and skilled
workers with special job classifications, as pre-

scribed in the contract, may be brought from
abroad under an agreement with the central
organ for guidance of trade.

When employing or dismissing citizens of the
DPRK, a contract must be made with the rele-
vant labour service agency.

Article 17. Foreign investors and foreign invest-
ment-business enterprises must pay income
tax, business tax, property tax and other taxes.
Article 18. Foreign investors shall be permitted
to reinvest the whole or part of their profit within
the territory of the DPRK.

In such cases the whole or part of the income
tax already paid on the reinvested portion may
be recovered.

Article 19. Foreign-invested enterprises, and
assets invested by foreign investors, shall not

" be subject to nationalization or seizure by the

State.

Should unavoidable circumstances make it nec-
essary to nationalize or seize such enterprises
and assets, fair compensation shall be paid.
Article 20. Legal profit and other income earned
by a foreign investor in its business activities,
and any money that remains after the liquidation
of the business, may be remitied abroad, sub-
ject to the laws and regulations of the DPRK
relating to foreign currency control.

Article 21. The State shall protect by law the
managetrial secrets of foreign-invested enter-
prises and shall not disclose them without prior
agreement with the foreign investor.

Article 22. Any disagreement concerning for-
eign investment shall be settled through consul-
tation.

In case of failure in consultation, it shall be set-
tled by arbitration or legal procedures provided
by the DPRK, or may be brought to an arbitra-
tion agency in a third country for settlement.



THE LAW OF THE DEMOCRATIC PEOPLE’S REPUBLIC
OF KOREA ON FOREIGN ENTERPRISES

Chapter 1. General Principles

Article 1. DPRK Law on Foreign Enterprises is
intended to contribute to the establishment and
- operation of foreign enterprises within the Rajin-
Sonbong economic and trade zone, and to the
expansion and promotion of the economic coop-
eration and exchange with foreign countries
over the world.

Article 2. A foreign enterprise is an enterprise
which a foreign investor establishes by investing
full amount of capital required to found it and
runs independently.

Article 3. Foreign investors may establish and
run enterprises in the electronics industry, the
automation industry, the machine-building
industry, the food-processing industry, the cloth-

ing industry, the daily-necessities industry,
transport, the service industry and other indus-
tries.

No enterprise that might threaten the DPRK’s
national security or which is technically back-
ward shall be established.

Article 4. The State shall protect by law the
capital invested by foreign investors and their
income from their business activities.

Article 5. Foreign investors shall respect and
strictly observe the laws and regulations of the
DPRK and shall not hinder the development of
the national economy of the DPRK.

Article 6. This law shall be applied to the Rajin-
Sonbong economic and trade zone.

Chapter 2. Establishment of Foreign Enterprises

Article 7. A foreign investor who wishes to
establish an enterprise in the DPRK shall submit
an application for the establishment of an enter-
prise to the central organ for guidance of trade
through consultation with the relevant organs.
The application should be accompanied by all
documents required for its examination and
approval, inciuding the charter and by-taws of
the enterprise, a feasibility study report and a
capital creditability document. '

Article 8. The central organ for guidance of
trade shall reach a decision on the approval or
refusal of the establishment of an enterprise,
within 80 days from the day of its reception.
Article 9. If the application is approved, the for-
eign investor shall, within 30 days of the
approval, register the enterprise at the People's
Committee of the Rajin-Sonbong City.

The date of registration shall mark the date of
the establishment of the enterprise.

A foreign enterprise shall, within 20 days of its
registration, complete its tax registration at the
financial argan in the area where the enterprise

is based.

Article 10. With the approval of the Cabinet, a
foreign enterprise may establish branches, rep-
resentative offices, agencies and subsidiaries in
the DPRK or other countries and conduct joint
operations with companies in other countries.
Article 11. A foreign investor may entrust any-
construction required for the establishment of
the enterprise to a construction enterprise in the
DPRK.

Article 12. A foreign investor shall make an
investment within the period stated in the
approved application for the establishment of
his enterprise.

If investment within the fixed period is impossi-
ble due to unavoidable circumstances, it may be
postponed, with the approval of the organs con-
cerned.

Article 13. In cases where a foreign investor
fails to make an investment within the fixed peti-
od for no good reason, the central organ for
guidance of trade, may abrogate the approval of
the application.



Chapter 3. Business Activities of Foreign Enterprises

Article 14. A foreign enterprise shall conduct
business activities in accordance with the char-
ter and by-laws of enterprise management
endorsed.

If the foreign enterprise wishes to increase or
change categories of business, it should obtain
an approval from the relevant organ which has
approved its establishment.

Article 15. A foreign enterprise shall submit |ts
production, and import and export plans to the
People’s Committee of the Rajin-Sonbcng City
where it has been registered.

Article 16. A foreign enterprise may obtain the
materials it needs in its business activities in the
DPRK or from abroad and either export its produ-
cts or sell them in the DPRK.

Article 17. A foreign enterprise shall purchase
raw and other materials and equipment from the
DPRK and sell its products to the DPRK mainly
through the foreign trade agency of the DPRK.
Article 18. A foreign enterprise shall open an
account at the Trade Bank of the DPRK.

A foreign enterprise may, on agreement with the
DPRK foreign exchange control organ, open an
account at other banks in the DPRK or at banks
abroad.

Article 19. A foreign enterprise shall maintain
its financial and accounting records and do its
managerial accounting according to the book-
keeping regulations set by the DPRK for foreign
enterprises.

Article 20. A foreign enterprise should take its
labour force from the host country.

Some managerial personnel, technicians and
skilled workers for special jobs who have been
fixed in accordance with a contract of employment
may be employed from foreign countries. In such

a case, a foreign investor shall reach an agree-
ment with the central organ for guidance of trade.
Article 21. Employees of a foreign enterprise
shall be permitted to form a trade union.

The trade union shall protect the rights and
interests of the employees in accordance with
the labour law and regulations of the DPRK,
conclude a contract concerning working condi-
tions with the foreign enterprise and supervise
its implementation.

A foreign enterprise shall provide the working
conditions of trade union.

Article 22. A foreign enterprise may reinvest
lawful profits from its business activities or remit
them abroad, in accordance with the laws and
regulations of the DPRK relating to foreign
exchange control.

Article 23. Should a foreign enterprise require
insurance, it shall be insured in the DPRK.
Article 24. A foreigh enterprise shall pay tax as
stipulated in the relevant laws.

Article 25. No customs duty shall be levied
either on materials which a foreign enterprise
brings in for its production and management
activities or on products which it exports.

Article 26. A foreign enterprise may increase
the amount of its registered capital.

Shouid a foreign enterprise wish to transfer its
registered capital to another enterprise, it must
obtain the approval of the relevant organ which
has approved its establishment.

A foreign enterprise should not reduce the amount
of its registered capital during its existence.
Article 27. The central organ for guidance of
trade and financial agency may have the power
to inspect and supervise investment and tax
payment by foreign enterprise.

Chapter 4. Dissolution of a Foreign Enterprise and
Settlement of Disputes

Article 28. A foreign enterprise shall be dis-
solved when the approved period of its opera-
tion expires.

Shouid a foreign investor wish to dissolve the

enterprise before its expiry or should he want to
extend the period, the approval of the relevant
organ which has approved its establishment
must be obtained.



Article 29. Should a foreign investor or a for-
eign enterprise violate this law, the central
organ for guidance of trade and other organs
concerned, in accordance with the extent of the
violation, shall suspend its business or dissolve
. enterprise or impose a fine upon it.

Article 30. Should a foreign enterprise be dis-
solved or go bankrupt, the foreign investor shall
file its dissolution or bankruptcy with the Peo-
ple’'s Committee of the Rajin-Sonbong City at

which the enterprise was registered.

The assets of a foreign enterprise shall not be
disposed of until the liquidation procedures have
been completed. ]

Article 31. All disputes concerning a foreign
enterprise shall be settled through consultation.,
In case of failure in consultation, they shall be
settled by arbitration or legal procedures provid-
ed by the DPRK.



THE LAW OF THE DEMOCRATIC PEOPLE’S REPUBLIC
OF KOREA ON CONTRACTUAL JOINT VENTURE

Article 1. The DPRK Law on Contractual Joint
Venture is intended to contribute to the expan-
sion of economic cooperation and technical
exchange between the DPRK and the rest of
the world.

Article 2. Contractual joint venture consists of
business activities in which investors from the
DPRK and from a foreign country invest jointly,
with production and management being
assumed by the host partner, and the portion of
the investment made by the foreign partner is
redeemed or the portion of the profit to which
the foreign partner is entitled is allotted in accor-
dance with the provisions of the joint venture
contract.

Article 3. Contractual joint ventures shall be
established primarily in sectors producing
exportable goods, using advanced technology,
and also in tourism and the service sectors.
Article 4. The State encourages foreign
investors to bring in modern equipment and
advanced technology, and to invest in sectors
producing internationally competitive goods.
Article 5. Contractual joint venture investment
should be made in principle in the Rajin-Son-
bong economic and trade zone. In case of need,
it may be found in other parts of the DPRK.
Article 6. The State shall grant preferential
treatments such as reduction and exemption of
tax and favourable conditions of land use to
contractual joint venture enterprises in priority
projects or those working together with over-
seas Korean residents or those established
within a specified area of the DPRK.

Article 7. The institutes, enterprises or organi-
zations of the DPRK wishing to run a contractu-
al joint venture shall, after consultations with rel-
evant bodies and conclusion of the joint venture
contract with foreign investors, submit to the
central organ for guidance of trade an applica-
tion for the establishment of a contractual joint
venture enterprise, appendixed with the memo-
randum, a copy of the contract, feasibility study
report and so on.

The central organ for guidance of trade shall
approve or reject the application within 50 days
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from the day of its submission.

Article 8. The registration of a contractual joint
venture enterprise shall be made at either the
People’s Committee of the province (or city
under the direct jurisdiction) where the enter-
prise is to be located or of the Rajin-Sonbong
City within 30 days from the day when the
approval is given for its establishment.

The date of its registration shall be the inaugu-
ration day of the contractual joint venture enter-
prise.

The contractual joint venture enterprise shall,
within 20 days after its registration, register itself
for tax purpose at the financial body concerned.
Article 9. A contractual joint venture enterprise
shall have a licence to conduct business activi-
ties.

The central organ for guidance of trade or the
People’'s Committee of the Rajin-Sonbong City
shall authorize the business activities of a con-
tractual joint venture enterprise and issue its
business licence.

If the partners of a contractual joint venture
enterprise wish to increase or change cate-
gories of business, they shouid obtain approval
from the relevant organ which has approved its
establishment.

Article 10. A jcint venture pariner may transfer
or transmit its share of contribution to a third
party with the approval of the relevant organ
which has approved its establishment after
reaching agreement with the other partner.
Article 11. A contractual joint venfure enterprise
shall employ labour from the DPRK.

Some managerial personnel, engineers and
skilled workers for special jobs who have been
listed in the contract may be employed from for-
eign countries. In such a case, a contractual
joint venture enterprise shall reach an agree-
ment with the central organ for guidance of
trade.

Article 12. A joint venture enterprise is allowed
to import materials for use in production and
management and to export goods it produces.
Article 13. The redemption of the portion of the
investment or the distribution of profit to the for-



eign investor shall be realized primarily in goods
produced by the joint venture enterprise but also
in other ways on which the two partners agree.
Article 14. If it is provided for in the joint venture
contract, goods produced and revenues earned
by the joint venture enterprise may be used first
for the redemption of invested capital or the dis-
tribution of profit.

Article 15. Any legal profit and other income
earned by the foreign investor may be remitted
abroad, subject to the laws and regulations of
the DPRK on foreign currency control.

Article 16. The partners in a joint venture shall
be allowed to set ,up a non-permanent body for
joint consultation.

The body shall examine important matters con-
ceming the operation of the venture, such as
the introduction of new technology, the improve-
ment of quality and reinvestment.

Article 17. A joint venture enterprise shall settle
its accounts on a monthly, quarterly, and yearly
basis.Every joint venture enterprise shall be
required by law to submit a statement of
accounts to the relevant department and to
undergo supervision by financial and banking
institutes.

Article 18. When the profit is distributed under
the contract, a contractual joint venture enter-
prise shall be required to pay tax as stipulated in
the laws of the DPRK.

Article 19. In cases where either of the joint
venture partners fails to fulfil its duties as stipu-
lated in the contract, making it impossible to
operate the joint venture enterprise, the enter-
prise may, after the mutual consent, be wound
up with the approval of the relevant organ which
has approved the establishment of a contractual
joint venture enterprise. Any resultant losses
shall be sustained by the partner that failed in its
duties.

Article 20. A joint venture shall end when the
period of contract expires.

When the contract term expires or the unit is
wound up before the expiration of the contract,
the enterprise must, subject to the law, settle its
debts and credit accounts and go through the
relevant formalities for canceling its registration.
In cases where they wish to continue to run the
contractual joint venture even after the expiry of
the period of contract, the partners shall be
required to obtain the approval of the relevant
organ which has approved its establishment 6
months before the expiration of the term of the
contract.

Article 21. Any disagreements concerning the
joint venture shall be settled through mutual
consultation.

If it is impossible to solve disputes after a con-
sultation, they shall be settled by arbitration or
legal procedures provided by the DPRK.
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THE LAW OF THE DEMOCRATIC PEOPLE’S REPUBLIC OF
KOREA ON FOREIGN INVESTMENT-BUSINESS ENTER-
PRISE AND FOREIGN INDIVIDUAL TAX

Chapter 1. General Provisions

Article 1. The Law of the Democratic People's
Republic of Korea on Foreign Investment-Busi-
ness Enterprise and Foreign Individual Tax is
promulgated for the purpose of providing an
equity in taxation on and accurate tax payments
by foreign investment-business enterprises and
foreign individuals.

Article 2. A foreign investment-business enter-
prise or foreign individual shall, for tax purpos-
es, be registered with the financial organization
in the area of its location or of his residence.
Should a foreign investment-business enterprise
be set up, merge, break up or be dissolved, the
enterprise shall complete proceedings for its
registration, change in status or winding up with-
in 20 days of the date of the approval for the
event.

The foreign investment-business enterprise
shall include any contractual joint venture, equi-
ty joint venture or wholly foreign-owned enter-
prise, which is a body corporate of the DPRK
and any foreign enterprise which is not a body
corporate of the DPRK.

Article 3. The accounting procedures for a for-
eign investment-business enterprise shall be in
accordance with the accounting rules and regu-
lations of the DPRK for foreign-invested enter-
prises.

Documents on financial accounting shall be kept
for a period of 5 years. Such period may be
extended, if necessary.

Article 4. Taxes to be paid by a foreign invest-
ment-business enterprise and foreign individual
shall be calculated in the Korean won, and paid
directly by the tax payer or shall be deducted
and paid by an entity withholding incomes.
Article 5. The supervision and control on tax
payments made by foreign investment-business
enterprises or foreign individuals shall be con-
ducted by an appropriate financial organization.
Article 6. This law applies to any foreign invest-
ment-business enterprise and foreign individual
doing business or earning income within the ter-
ritory of the DPRK.

This law is also applicable to any Korean com-
patriot outside the territory of the DPRK who is
doing business or earning incomes on the terri-
tory of the DPRK.

Article 7. If any tax-related agreement conclud-
ed between the Government of the Democratic
People’s Republic of Korea and a foreign
government contains tax provisions that differ
from those of this law, a foreign investment-
business enterprise or foreign individual may
pay taxes in accordance with such agreement.

Chapter 2. Enterprise Income Tax

Article 8. A foreign investment-business enter-
prise shall pay the enterprise income tax on its
earnings derived from business activities in the
territory of the DPRK as well as on other
incomes earned in the DPRK, including interest,
income from dividends, proceeds from the lease
or sale of fixed assets, proceeds from the trans-
fer of assets, royalties on industrial propetties
and know-how and management fees.

A foreign-invested enterprise shall also pay

12

enterprise income taxes on incomes earned
through its branches, agencies or subsidiaries
established outside the territory of the DPRK.

Article 9. Enterprise income tax shall be calcu-
lated by applying the prescribed tax rate to the
taxable income, which is earnings after the
deduction of costs of materials, fuel and power,
labour, depression, goods purchased, workshop
and corporation management cost, premium for
insurance and sales, and other expenses from



gross income, for the period from January 1 to
December 31 of each year.

Article 10. A foreign investment-business enter-
prise shall file with the financial organization in
its location quarterly estimated income tax
returns together with financial statements within
15 days of the end of each quarter, and an
annual income fax returns with annual financial
statements within 2 months of the end of each
year.

Article 11. An estimated amount of enterprise
income tax shall be paid for each guarter and
the full amount shall be seitled at the end of
each year,

The estimated payment shall be made within 15
days of the end of each guarter and final annual
settlement within 3 months of the end of each
year through a refund in the case of overpay-
ment or additional payment in the case of a
shortfall.

In case of the dissolution of an enterprise, the
enterprise concerned shall establish a bond for
tax payment in favour of the financial organiza-
tion in its area within 20 days of the date of the
declaration of an official dissolution and shall
pay income tax within 15 days of the date on
which liquidation is completed.

Should an enterprise merge or break up, the
enterprise shall consolidate its incomes as of
the date of such effect and pay income tax to
the financial organization of its location within 20
days of the date of the declaration of the merge
or break-up. .
Article 12. The income tax rate for foreign
investment-business enterprises shall be 25%
of taxable incomes in other parts of the country
and 14% in the Rajin-Sonbong economic and
trade 2one.

The enterprise income tax rate in preferential
sectors such as high technology, natural
resource development and infrastructure con-
struction, scientific research and technical
development shall be 10%.

Article 13. Should a foreign enterprise eamn
other incomes such as income from dividends,
interest, rent, royalties or other sources in the
territory of the DPRK, such incomes shall be
taxable at the rate of 20% in other parts of the
country and 10% in the Rajin-Sonbong econom-
ic and trade zone.

Article 14. Incomes tax on other incomes
earned by a foreign enterprise shall be reported

and paid, within 15 days of such incomes being
earned, to the financial organization in its area
by the enterprise or by an entity withholding
income.

Article 15. The enterprise income tax shall not
be paid or shall be reduced in the following
cases:

1. When a foreign government or an internation-
al financial institute grant credit to the Govern-
ment of the Republic or the state bank, or a for-
eign bank grants a loan under favourable terms
and conditions to a bank or enterprise in the
country, incomes from interest payments on
such credit or loans shall be exempt from
income tax.

2. Foreign invesiment-business enterprises in a
preferential sphere, and in the production sec-
tors in the Rajin-Sonbong economic and trade
zone may be entitled to full exemption from
enterprise income tax for 3 years after the first
profit-making years and to a tax reduction of up
to 50% for the following 2 years, provided it is
operated for a duration of at lease 10 years.

If it is withdrawn or dissclved before the end of
10 years, the amount of income tax not paid or
deducted shall be collected.

3. A foreign investment-business enterprise in
service sectors in the Rajin-Sonbong economic
and trade zone may be entitled to full exemption
from enterprise income tax for 1 year after the
first profit-making year and to a tax reduction of
up to 50% for the following 2 years, provided it
is operated for a period of at least 10 years.

4. A foreign investment-business enterprise
engaged in infrastructure development, such as
railways and roads, communications, airports
and ports, in the Rajin-Sonbong economic and
trade zone with a total investment of at least 60
million won may be granted full exemption from
enterprise income tax for 4 years after the first
profit-making year and a deduction of up to 50%
for the following 3 years.

Article 16. Should a foreign investor reinvest
profits from his business within the territory of
the DPRK and operate his enterprise for more
than 5 years, 50% of the income tax paid on the
reinvested amount may be refunded, and the
full amount of income tax paid on the amount
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reinvested in infrastructure development may be
refunded. If the reinvested amount is withdrawn

before the end of 5 years, the income tax
refunded shall be repaid.

Chapter 3. Personal income Tax

Article 17. Any foreign individual earning
income within the territory of the DPRK shall
pay personal income tax.

A foreign individual who stays or resides for
more than 1 year within the territory of the
DPRK shall pay personal income tax also on
earnings from outside the territory of the DPRK.

Article 18. Incomes taxable as personal income
taxes shall be:

1. Income from remuneration for work

2. Income from dividends

3. Earnings from industrial property, know how
and copyrights

4. Income from interest payments

5. Income from leases and other income from
rent

6. Proceeds from the sale of assets

7. Income from gifts

8. Income from individua!l enterprise

Article 19. Personal income tax shall be
charged at the following rate:

1. The income tax rate for the remuneration for
work shall be the tax rate prescribed by the
Cabinet, except where monthly income is less
than 1,000 won which amount shall be exempt
from individual income tax.

2. The income tax rate for income from divi-
dends, earnings from industrial property, techni-
cal know-how and copyrights, income from
interest payments and income from rent shall be
20%.

3. The personal income tax rate for income from
gifts shall be the tax rate prescribed by the Cab-
inet, except where the income is up to 10,000
won, which amount shall be exempt from indi-
vidual income tax.

4. The income tax rate for profits from the sale
of assets shall be 25%.

Article 20. The personal income tax on remu-

Chapter 4.

Article 25. A foreign individual shall pay proper-
ty tax on buildings, vessels or aircraft owned by
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neration for work shall be calculated by applying
the progressive tax rate stipulated by the Cabi-
net.

Article 21. Personal income tax on dividends,
earnings from industrial property, know-how and
copyrights, and income from gifts, proceeds
from the sale of assets and income from individ-
ual enterprise shall be calculated by applying
the prescribed rate to the amount of income.
Article 22. personal income tax on interest shall
be calculated by applying the prescribed rate
against the interest earned from bank deposits.
Article 23. Personal income tax on incomes
from leases of fixed assets shall be calculated
by applying the prescribed rate to the amount of
income after deducting 20% of the incomes for
such costs as of labour, packing and commis-
sions.

Article 24. Personal income tax shall be paid as
follows:

1. No personal income tax shall be levied on
interest from savings deposits in a domestic
bank of the DPRK and deposits in offshore
banking unit in the Rajin-Sonbong economic
and trade zone.

2. Personal income tax on proceeds from the
sale of assets and income from gifts shall be
reported and paid within 10 days of the end of
each quarter by the person receiving the income
to the financial organization in the area of resi-
dence.

3. Personal income tax on income from divi-
dends, earnings from industrial property, know-
how and copyrights, and income from leases
shall be deducted and paid by a withholding
entity, or shall be reported and paid by the per-
son receiving the income to the appropriate
financial organization within 10 days of the end
of each guarter.

Property Tax

him in the territory of the DPRK.
Buildings owned in the Rajin-Sonbong econom-



ic and trade zone shall be exempt from the pay-
ment of property tax for a period of 5 years.
Article 26. A foreign individual shall register his
property with the financial organization in the
area of his residence, as follows:

1. The property shall be registered at an
assessed value within 20 days of its being
obtained.

2. In the case of a change in the ownership or
registered value of property, new registration
shall be made within 20 days of the date of the
change.

3. The value of the property shall be assessed
as of January 1 of each year and registered
again by the end of each February.

4. When property is written off, a notice of with-
drawal from the register shall be given within 20

days.

Article 27. The tax base for property tax shall
be the value of the property registered with the
financial organization in the area of the owner's
residence.

Article 28. The property tax rate shall be stipu-
lated by the Cabinet.

Article 29. The property tax shall be calculat-
ed from the month following the registration of
the property by applying the prescribed rate
against the value registered with the financial
organization in the area of the owners resi-
dence.

Article 30. Property tax shall be paid by an
owner of property to the financial organization in
the area of his residence within 20 days of the
end of each quarter.

Chapter 5. Inheritance Tax

Article 31. When property on the territory of the
DPRK is inherited by a foreign individual, he
shall pay inheritance tax.

When any property outside the territory of the
DPRK is inherited by a foreign individual resi-
dent on the territory of the DPRK, he shall also
pay inheritance tax.

Article 32. The tax base for inheritance tax shall
be the remaining value of the property inherited,
after all outstanding debts relating to it are set-
tled.

Article 33. The value of the property inherited
shall be assessed as the value of the property
at the time of inheritance.

Article 34. The rate of inheritance tax shall be
stipulated by the Cabinet.

Article 35. Inheritance tax shall be calculated
by applying the appropriate rate to the tax
base.

Article 36. An inheritor shall file and pay inheri-
tance tax to the financial organization in the
area of the inheritor’s residence within 3 months
of the date of inheritance.

Should the tax payable for inherited property be
more than 50,000 won, the tax payment may be
made in installments, on the agreement of the
financial organization in the area of the inheri-
tor’s residence.

Chapter 6. Turnover Tax

Article 37. A foreign investment-business enter-
prise or foreign individual conducting the sale of
products and services shall pay turnover tax.
Article 38. The base for turnover tax shall be as
follows:

1. Product sales revenues in production sectors,
2. Goods sales revenues in commercial sectors,
3.Revenues from services in service sectors
such as transport, banking and tourism.

Article 39. The rate of turnover tax shall be stip-
ulated by the Cabinet.

Article 40. Turnover tax shall be calculated as
follows:

1. Turnover tax in production sectors shall be
calculated by applying the appropriate rate
against the sales revenue for the products
involved item by item.

2. Turnover tax in commercial sectors shall be
calculated by applying the appropriate rate
against sales revenue for the goods involved
item by item.

3. Turnover tax in service sectors including
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transport, banking and tourism, shall be calcu-
lated by applying the appropriate rate against
the service revenue.

Article 41. Turnover tax shall be paid as fol-
lows:

1. Turnover tax in production sectors shall be
paid by the vendor to the financial organization
in the local area within 10 days of the end of
each month.

2. Turnover tax in service sectors including
commerce, transport, banking and tourism shall
be paid by the entity concemed to the financial

organization in the local area within 10 days of
the end of each month.

Article 42. Turnover tax shall be exempted or
reduced in the following cases:

1. Export goods shall be exempt from turnover
tax. Export goods restricted by the State for
export shall be subject to turnover tax as pre-
scribed separately.

2. The turnover tax in service sectors such as
production, transport, banking and tourism in
the Rajin-Sonbong economic and trade zone
shall be reduced by 50%.

Chapter 7. Local Taxes

Article 43. A foreign investment-business enter-
prise or a foreign resident shall pay local taxes
to the financial organization in the area of oper-
ation or residence.

Local taxes shall include city management tax
and vehicle tax.

Article 44. A foreign investment-business enter-
prise or a foreign resident shall pay city man-
agement tax for the maintenance and manage-
ment of public facilities such as parks, roads
and waste disposal.

Article 45. The tax base for city management
tax shall be the total amount of wage and salary
payments by an enterprise in the case of a for-
eign investment-business enterprise, and shall
be the monthly income of an individual in the
case of a foreign resident.

Article 46. City management tax shall be calcu-
lated and paid as follows:

1. City management tax on a foreign invest-
ment-business enterprise shall be calculated
each month at the rate of 1% of the total amount
of wage and salary payments by an enterprise
and paid each month to the financial organiza-
tion in the area of its operation within 10 days of
the end of each month.

2. City management tax on a foreign resident
shall be calculated each month at the rate of 1%
of the monthly income and deducted and paid
by an entity withholding such income or by the
foreign resident to the appropriate financial
organization within 10 days of the end of each
month.

Article 47. A foreign investment-business enter-
prise or a foreign individual shall pay a vehicle
tax for the use of a vehicle.

Article 48. A foreign investment-business enter-
prise or a foreign individual shall register vehi-
cles with the financial organization in its area of
operation or residence within 30 days of gaining
ownership of the vehicle.

Article 49. Vehicle tax shall be paid by the user
of the vehicle before the end of February of
each year to the financial organization in the
area of operation or residence.

When a vehicle is not in use, the vehicle tax
may not have to be paid for the duration of
the period of non-use, provided that it is
reported to the financial organization in the
area.

Article 50. The amount of vehicle tax shall be
stipulated by the Cabinet.

Chapter 8. Sanction and Appeal

Article 51. Should a foreign investment-busi-
ness enterprise or a foreign individual fail to pay
taxes within the specified time limit, the financial
organization shall levy a penalty of 0.3% per
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day on the overdue taxes beginning the day
after the specified date for the tax payment.

Article 52. The financial organization shall
demand fines from any foreign investment-busi-



ness enierprise, foreign individual or withholding
entity in the following cases:

1. Fines of up to 2,000 won for any failure to
complete a tax procedure in time, or submit
income tax returns, deducted income tax returns
and financial accounting statements.

2. Fines of up to twice the amount due for short
payment or nonpayment of taxes by an entity
withholding taxes.

3. Fines of up to 4 times of the taxes due, in
cases of tax evasion.

Article 53. Any severe breach of this law shall
be subject to criminal prosecution.

Article 54. Should a foreign investment-busi-
ness enterprise or a foreign individual have
cause for complaint or grievance in connection

with tax payment, he may file an appeal or initi-
ate a lawsuit within 30 days of the date on which
he has paid the tax.

The appeal shall be presented to the financial
organization immediately superior to the finan-
cial organization to which the tax involved has
been paid, and a lawsuit shall be filed with the
court in the area of operation or residence.
Article 55. A financial organization which has
received an appeal shall examine and settle the

" case within 30 days of the date of its receipt.

In cases of a disagreement with the settlement
by the financial organization concerned, a law-
suit may be submitted to the court in the area of
operation or residence within 10 days of the
date of the settlement of the appeal.
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THE LAW OF THE DEMOCRATIC PEOCPLE’S REPUBLIC OF
KOREA ON FOREIGN EXCHANGE CONTROL

Chapter 1. General Provisions

Article 1. The purposes of the Law of the
Democratic People’'s Republic of Korea on For-
eign Exchange Control are to contribute to con-
tinual development of the national economy by
increasing the foreign exchange revenue of the
country and ensuring the efficient use of foreign
exchange by the country, and to expand the
external economic relations of the country.
Article 2. This Law prescribes the principles of
and procedures for conducting foreign
exchange operations, the issuing and circulation
of foreign currency securities and the import and
export of foreign currencies in cash, securities
and precious metals.

Article 3. Foreign exchange includes a convert-
ible foreign currency, foreign currency securities
such as government bond and treasury bills and
convertible bonds, instruments of foreign
exchange payments such as bill, cheques, cer-
tificates of deposit or notes and other foreign
currency instruments and precious metals
including gold, silver and platinum, excepting
decorative articles, as well as gold and silver
coins exchanged on international financial mar-
kets.

Article 4. The State controls and administers
foreign exchange transactions cn the territory of
the DPRK through the foreign exchange admi-
nistration organization.

Article 5. The specialised bank for foreign
exchange transactions in the Democratic peo-
ple’s Republic of Korea is the Foreign Trade

Bank. Other banks may engage in foreign
exchange transactions with the approval of the
foreign exchange administration organization.
Article 6. A foreign currency may not circulate
within the territory of the DPRK. A foreign cur-
rency must be converted into Korean won if it is
to be used.

Buying, selling, depositing and mortgaging of
foreign exchange may be done only through a
bank authorised to conduct foreign exchange
transactions.

Article 7. The exchange rate for the Korean
won  shall be determined by the foreign
exchange administration organization.

Article 8. The foreign exchange administration
organization decides which foreign currencies
may be used in the setilement of payment
between the DPRK and other countries.

A foreign currency other than those specified
currency may be used for the settlement of pay-
ment, with the consent of the foreign exchange
administration organization.

Article 9. Foreign exchange earned legally shall
be protected by law and may be inherited.
Article 10. This Law shall be applied to the
domestic organizations, enterprises, entities
and citizens of the DPRK, as well as to foreign
organizations, foreign investment-business
enterprises, foreign investors and foreign indi-
viduals and overseas Korean compatriots that
use foreign currencies within the territory of the
DPRK.

Chapter 2. Use of Foreign Exchange

Article 11. Foreign exchange may be used in
the following transactions:

1. Payment in accordance with trade contracts
or payment agreements,

2. Payment in non-trade transactions,

3. The buying or selling of Korean won at a
bank,

4. Capital transactions.
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Article 12. Payment in foreign economic trans-
actions shall be settled in such ways as remit-
tance, payment claim or payment order.

Article 13. Foreign exchange earnings by
domestic organizations, enterprises and other
entities in the country shall be converted into
Korean won and deposited in a bank account.
Foreign exchange shall be used only for the



approved purposes and items.

Article 14. If any domestic organization or
enterprise in the country intends to issue foreign
currency securities, permission must be
obtained from the relevant organization.

Article 15, Citizens of the DPRK may possess
foreign currency earned legally only within the
amount specified by the State, and the remain-
der shall be sold or deposited in a domestic
bank in the country. ‘
Article 16. A foreign individual may deposit or
sell foreign exchange legally earned or remitted
from abroad to a domestic bank in the country.
Article 17. Banks shall maintain secrecy con-
cerning foreign currency deposits and pay due
interest on such deposits.

Article 18. Foreign organizations such as
embassies, consulates and trade representative
offices operating on the territory of the DPRK
shall keep an account at the Foreign Trade
Bank.

A foreign investment-business enterprise may

open an account at a domestic bank in the
country, upon the approval of the foreign
exchange administration organization. Such an
enterprise may open an account at a bank in a
foreign country, upon the approval with the for-
eign exchange administration organization.
Article -19. A bank in the Rajin-Sonbong eco-
nomic and trade zone may engage in offshore
banking transactions with the approval of the
foreign exchange administration organization.
Article 20. A foreign investment-business enter-
prise may secure a loan from the domestic bank
in the country to meet foreign exchange require-
ments for its operation.

Article 21. Supervision of the use of foreign
exchange shall be conducted by the foreign
exchange administration organization or the rel-
evant supervision and control organization.

An organization, enterprise or entity using for-
eign exchange shall submit quarterly and annu-
al foreign exchange bhalance sheets to the for-
gign exchange administration organization.

Chapter 3. Import and Export of Foreign Exchange

Article 22. Foreign currencies, securities
denominated in F. C. and precious metals may
be brought into the country without limit.

Article 23. Foreign currencies may be taken
out of the territory of the DPRK in amounts
not in excess of the amounts specified in the
foreign exchange certificates issued by the
bank or in the declaration to the customs
office when the foreign currencies entered
the country.

Article 24, Securities in F. C. may be removed
from the territory of the DPRK only with the per-
mission of the foreign exchange . administration
organization.

Securities in F. C. declared to the customs
office when brought into the country may be
taken out, without permission being sought.
Article 25. In the Rajin-Sonbong economic and
trade zone, foreign currencies or securities may

be removed from the territory of the DPRK with-
out reference to the related documents or cus-
toms declarations.

Article 26. Precious metals maybe removed
from the territory of the DPRK only with the per-
mission of the Central Bank.

Precious metals brought into the country may
be removed only within the limit of the amounts
declared to the customs office.

Article 27. A foreign investor may remit abroad
ali profits earned in his business activities and
other income or may transfer capital without
limit.

Article 28. A foreign individual working for a for-
eign investment-business enterprise may remit
abroad or take out of the territory of the DPRK
foreign income up to 60 per cent of his total
salary earnings or of other legitimate foreign
currency earnings.

Chapter 4. Penalties

Article 29. Fines shall be imposed on any
person who is in breach of the foreign

exchange handling regulations, to the extent
of the breach, and foreign exchange or goods
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obtained in illegal transactions shall be con-
fiscated. In case of need, such a person shall
be suspended from having transactions with
a bank.

Article 30. A loss of foreign exchange incurred
due to a breach of the law and regulations may
be compensated by the offender in foreign
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exchange.

Article 31. The responsible person of an organi-
zation, enterprise and entity and any citizen who
commit a violation of this Law, for which the
consequences are severe shall be subject to
administrative or criminal penalties, according to
the severity of the violation.



THE LAW OF THE DEMOCRATIC PEOPLE’S REPUBLIC
OF KOREA ON THE LEASING OF LAND

Chapter 1. General Principles

Article 1. The Law of the DPRK on the Leasing
of Land shall contribute to the establishment of
proper regulations for the leasing of land need-
ed by foreign investors and foreign enterprises
and for the use of leased land.

Article 2. A foreign legal person or individual
may lease and use land in the DPRK.

Article 3. The lessee shall have the right to use
the land leased. Natural resources and deposits
in the land leased shall not be covered by the
right to use the land.

Article 4. The leasing of land shall be undertak-
en with the approval of the central organization
for guidance of land and environment protec-
tion.

The contract for leasing the land shall be made
by the land and environment protection depart-
ment of the People’s Committee of the province
(or city under the direct jurisdiction) or of the

Rajin-Sonbong City.

Article 5. Any institute, enterprise or entity of
the DPRK that wishes to contribute land to an
equity or contractual joint venture may be grant-
ed the right to use land by the People’s Commit-
tee of the province (or city under the direct juris-
diction) of the seat where it is located or of the
Rajin-Sonbong City.

Article 6. The term of lease shall be fixed by
agreement between the contracting parties with-
in the limit of 50 years, as stipulated in the “Law
of the Democratic People’s Republic of Korea
on Foreign Investment”.

Article 7. The right to use the land leased shall
become the property right of the lessee.

Article 8. The lessee shall manage and use the
land ieased in accordance with the laws and
regulations of the DPRK and the contract for
leasing the land.

Chapter 2. Ways of Leasing Land

Article 9. The leasing of land shall be conduct-
"ed through consultation. It may also be carried

out by means of tender and auction in the Rajin-

Sonbong economic and trade zone.

Article 10. The lessor authority shall provide for

the lessee the following data:

1) The location and area of the land and a topo-

graphical map of it,

2) Uses to which the land may be put,

3) The sites where construction may be under-

taken and the plan for the development of the

land,

4) The period during which construction must be

completed and the minimum amount of invest-

ment required,

5) The requirements for environmental protec-

tion, for hygiene and antiepidemic work and for

fire prevention,

6) The term of lease of the land,

7) The state of development of the land.

Article 11. Land shall be leased through consul-

tation in accordance with the following proce-
dure:

1)} A potential lessee shall study the supplied
data concerning the land and submit to the
lessor authority an application for leasing the
land and copies of documents approving the
establishment of an enterprise or residence,

2) The lessor authority shall notify the applicant
of its approval or rejection within 20 days of the
receipt of the application,

3) The lessor authority and the potential lessee
shall conclude a contract in which are specified
the area and use of the land, the purpose and
period of the lease, the total amount of invest-
ment, the period during which construction may
be undertaken, the rent for the land and other
relevant items,

4) The lessor authority shall, after the receipt of
the charge transferring the right to use land in
accordance with the contract for the leasing of
land, issue a certificate for use of the land and
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register it.

Article 12. The procedure for leasing land
through tender is as follows:

1) The lessor authority shall make public data
on the land, the place and date of the tender,
the opening date for the tender, the procedure
for tender and other relevant information, or for-
ward information on the tender to specified ten-
derers, )

2) The lessor authority shall sell documents on
tender to tenderers,

3) The lessor authority shall hold a consultation
with regard to the tender,

4) The tenderer shall pay the required amount
as a guaranty money and place the sealed ten-
der document in the tender box,

5) The lessor authority shall form a tender judg-
ing committee, including members from the rele-
vant sectors, such as from the economic and
legal sectors,

6) This commitiee shall judge and assess the
tender documents and decide the best offer in
consideration of the development of the land
and construction on it and the amount of rent
offered,

7) The lessor authority shall issue a notice to
the successful tenderer after the committee
reaches its decision,

8) The successiul tenderer shall conclude a

contract for leasing the land with the lessor

authority within 30 days of the receipt of the
notice and pay the relevant charge transferring
the right to use land due prior to receiving and
registering the certificate for use of the land.

Should it be necessary to defer the signing of

the contract, an application for a deferment of
30 days should be submitted to the lessor
authority at least 10 days prior to the prescribed
expiry date,

9) The unsuccessful tenderers shall be informed
of the result of the judgement within 5 days of
the decision of the committee and the guaranty
money for the tender shall be refunded. No
interest shall be paid on the guaranty money,
10) Should the successful tenderer fail to draw
up a contract for leasing the Jand within the pre-
scribed time limit, the tender shall be declared
void and the guaranty money shall not be
repaid.

Article 13. Leasing land through auction shall
be conducted as follows: '

1) The lessor authority shall make public data
concerning the land, the date of, place of and
procedure for the auction, the reserve price for
the land and other information necessary for the
auction.

2) The lessor authority shall put up land for auc-
tion based on the reserve price which has been
made public, and the bidder who offers the high-
est price above this shall be declared the suc-
cessful bidder.

3) The successful bidder shall conclude a con-
tract for leasing the land with the lessor authori-
ty and then be issued with a certificate for use of
the land and have it registered.

Article 14. The lessee should use the land in
accordance with the contract for the use of the
land. A lessee who wishes to alter the use of the
land should draw up a supplementary contract

‘with the lessor authority.

Chapter 3. Transfer and Mortgage of Land

Article 15. The lessee shall be permitted, with
the approval of the lessor authority, to transfer
(by sale, re-leasing, donation or inheritance) or
mortgage to a third party the right to use a part
or the whole of the land leased.

The term of the transferral or morigaging of the
right to use land shall not exceed the period of
the lease prescribed in the contract.

Article 16. The lessee may sell, re-lease,
donate or mortgage the leased land only after
paying the total amount of charge transferring
the right to use land stipulated in the contract for
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leasing the land and making the contracted
investment. '

Article 17. In the case of the transferral of the
right to use land, the rights and obligations relat-
ing to the use of the land, and of the structures
and their appurtenances on it, shall also be
transferred.

Article 18. The sale of the right to use land shall
be conducted as follows:

1) The vendor and purchaser of the right to use
the land shall conclude a contract and receive
attestation from a notary’s office,



2) The vendor shall submit an application for the
sale of the right to use the land with a copy of
the contract to the lessor authority for the
approval,

3) The vendor and purchaser shall register any
change in the right to use the land with the rele-
vant lessor authority.

Article 19. In cases where a lessee sells the
right to use land, the lessor authority shall have
the preferential right to buy it.

Article 20. The lessee may re-lease land
leased. In this case he should file an application
for the re-lease accompanied by a copy of the
contract for leasing the land with the lessor
authority for approval.

Article 21. A lessee may mortgage the right to
use land in order to obtain a loan from a bank or
other financial institution. In this case the struc-
tures and their appurtenances on the land shall
be mortgaged together with the land.

Article 22. When mortgaging the right to use
land, the mortgagor and the morigagee. shall
draw up a contract for the mortgage in accor-
dance with the terms of the contract for leasing
the land. In this case the mortgagee may
request from the mortgagor the contract for
leasing the land, a copy of the transfer contract,
a copy of the certificate for use of the land and
materials relating to the current state of the

land.

Article 23. Both the mortgagor and the mort-
gagee of the right to use the land should regis-
ter the mortgaged right with the relevant lessor
authority. ‘
Article 24. The morigagee may dispose of the
right to use land mortgaged by contract, as well
as the structures and their appurtenances on
the land in accordance with the mortgage con-
tract if the mortgagor has not paid the amount
due by the expiry of the mortgage or the enter-
prise has been dissolved or gone into bankrupt-
cy during the period of the mortgage contract.
Article 25. One who has the right to use land
and the structures and their appurtenances on it
granted by the mortgagee of the right to use
land, shall receive attestation from a notary’s
office, register the change of name with registra-
tion office and use the land in accordance with
the contract for leasing the land.

Article 26. The mortgagor shall not be permit-
ted to remortgage or re-transfer the right to use
the land during the period of the contract without
the approval of the mortgagee.

Article 27. Should a mortgage contract be ter-
minated due to the repayment of debt or other
reasons, the mortgagee and the mortgagor shalil
cancel the registration of the morigage of the
right to use the land within 10 days.

Chapter 4. Rent of Land and Charges for Its Use

Article 28. The lessee shall pay rent for the
leased land to the lessor authority. The rent

shall include the charge transferring the right to

use land and the land use charge.

Article 29. When leasing developed land, the
lessor authority shall receive from the lessee
charge transferring the right to use land plus the
cost of land development.

The cost of land development shall include the
costs of land-levelling, road construction, water
supply and drainage, electricity, telecommunica-
tions and heating.

Article 30. The lessee must pay the total
-amount of charge transferring the right to use
land within 90 days of the signing of the contract
for leasing the land.

The lessee may make payment by installments
over a period of five years after agreement with

the lessor authority for a part of the land that is
eligible for preferential treatment or for land
development which has a high charge transfer-
ring the right to use land. in this case an appro-
priate interest should be paid on the rent in
arrears.

Article 31. A lessee who has legased land
through consultation or auction shall pay to the
tessor authority a guaranty money, an amount
equivalent to 10 per cent of the charge transfer-
ring the right to use land, within 15 days of the
conclusion of the contract for leasing the land.
The guaranty may be appropriated for charge
transferring the right to use land.

Article 32. Should the charge transferring the
right to use land not be paid within the pre-
scribed time period, the lessor authority shall
demand additional payment at 0.1 per cent of
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the overdue rent for every day in arrears, start-
ing from the first day of default.

If arrears are not paid for more than 50 days,
the contract for leasing the land may be can-
celled.

Article 33. The user of the land leased shall pay

annually the land use charge.

For those who invest in preferentially promot-
ed areas of land and in the Rajin-Sonbong
economic and trade zone, land use charges
shall be reduced or not be required for 10
years.

Chapter 5. Return of the Right to Use Land

Article 34. The right to use land shall be auto-
matically returned to the lessor authority on the
expiry of the term of the lease stipulated in the
contract. The structures and their appurte-
nances on the land shall also be returned, with-
out compensation being paid.

In the case of land leased for more than 40
years, compensation shall be paid against the
residual value of the buildings completed within
10 years before the expiry of the land lease.
Article 35. When the term of the land lease
comes to an end, the lessee shall return the cer-
tificate to the issuing authority and cancel the
registration of the right to use the land.

Article 36. A lessee who wishes to extend the
term of the land lease shall apply to the lessor
authority for approval to extend the period of
use of the tand.

In this case he shall re-enter into a contract for
leasing the land, follow the necessary proce-
dures and receive a reissued certificate for the
use of the land.

Article 37. When the term of a lease expires,
the lessee shall withdraw the structures, facili-
ties and their appurtenances on the land at his
own expenses and clear the land, in accordance
with a request from the lessar authority.

Article 38. The right to use leased land shall not
be cancelled during the period of the lease.

- Should it be necessary to cancel the right to use

land during the period of the lease owing to
unavoidable circumstances, the lessor authority
shall obtain consent from the lessee six months
beforehand and offer the lessee other land of
the same condition or pay proper indemnity for
any losses incurred.

Chapter 6. Penalties.and Settlement of Disputes

Article 39. If a lessee illegally uses land without
the certificate for the use of the land, changes
the use of the land, or transfers or mortgages
the right to use the land without approval, he
shall be fined, the facilities on the land be con-
fiscated or the land be restored to its original
state and the contracts for transfer and mort-
gage be declared null and void.

Article 40. In the case of a failure to invest 50
per cent of the total sum of investment during
the period prescribed in the contract for the use
of land or to develop the land as contracted, the
lessee may be deprived of the right to use the
land.
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Article 41. If the lessee disagrees with the
penalty imposed on him, he may appeal to a
senior body or file a suit at an appropriate court
within 20 days of the receipt of the notice of
penalty.

Article 42. Disagreements arising in leasing
land, or transferring and mortgaging leased land
to a third party, shall be settled through consul-

. tation.

In case of failure in consultation, they shall be
settled by arbitration or legal procedures provid-
ed by the Demaocratic People’s Republic of
Korea, or may be taken to an arbitration body in
a third country for settlement.



THE LAW OF THE DEMOCRATIC PEOPLE’S REPUBLIC OF
KOREA ON FOREIGN-INVESTED BANK

Chapter 1. Gen.eral Provisions

Article 1. The Law of the Democratic People’s
Republic of Korea on Foreign-Invested Bank
contributes to the expansion and development
.of cooperation with different countries the world
over in the area of financing.

Article 2. A foreign investor may establish and
operate a foreign-invested bank within the terri-
tory of the DPRK.

Foreign-invested banks include joint venture

banks, foreigner's banks and branches of for-
eign banks.

Foreigner's banks and branches of foreign
banks are allowed to be established only in the
Rajin-Sonbong economic and trade zone.
Article 3. Foreign-invested banks shall have

ownership over their banking property and shall
be independent in their management.

Article 4. The State shall protect the legal rights
and interests of the foreign-invested banks
established in the territory of the DPRK.

Article 5. Management of the foreign-invested
banks shall be subjected to the relevant laws
and regulations of the DPRK.

Article 6. Foreign-invested banks shall be
supervised and controlled by the Central Bank
and foreign exchange control bodies.

Article 7. This law prescribes the principles of
and procedures for conducting the establish-
ment, operation and dissolution of the foreign-
invested banks.

Chapter 2. Establishment and Dissolution of Foreign-invested Banks

Article 8. An investor who intends to establish a
foreign-invested bank in the territory of the
DPRK is required to file an application to the
Central Bank, declaring the name of the bank,
the name and curriculum vitae of its president,
the registered capital, paid-up capital, manage-
ment fund, investment rate, details of business,
etc.

Article 9. For the purpose of establishing a joint
venture bank, an application should be filed by
the party concerned, who shall attach to the
application such documents as the memoran-
dum, the feasibility study report, a copy of the
contract on joint venture, the list of managing
staff, a copy of the letter of approval for foreign
exchange transactions and a copy of the busi-
ness licence.

Article 10. For the purpose of establishing a for-
eigner’s bank, an application should be filed by
the foreign investor concerned, who shall attach
to the application such documents as the mem-
orandum, the feasibility study report, the list of
managing staff, financial statement, a copy of
the business licence, a copy of the letter of
approval for foreign exchange transactions.

Article 11. For the purpose of establishing the
branch of a foreign bank, an application should
be filed by the head office of the bank con-
cerned, which shall attach to the application
such documents as the memorandum, annual
reports, financial statement, profit and loss
account, a copy of the business licence
obtained by the head office, the written guaran-
tee by the head office against the tax and debts
of the branch, the feasibility study report of the
branch, the list of managing staff, a copy of the

- letter of approval for foreign exchange transac-

tions, and so forth.

Article 12. The Central Bank shall decide upon
the approval or rejection of the application within
50 days from the receipt of the application.
Article 13. A person who has submitted an
application for the establishment of a foreign-
invested bank shall, within 30 days after obtain-
ing approval, register with the People’'s Commit-
tee of the province (or city under the direct juris-
diction) where the bank is o be located or of the
Rajin-Sonbong City, be issued the business
license therefrom and, within 20 days from the
receipt of the business license, register for tax
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purposes with the financial institution in the area
where the bank is to be located.

Article 14. A foreign-invested bank shall be dis-
solved when it cannot continue its operation due
to such reasons as the expiry of the term
approved, merger of the banks, insolvency,
defaulting of the contract and natural calamities.
In this case, an' application for dissolution
should be submitted to the Central Bank to
obtain approval 30 days in advance and, upon
liguidation under the supervision of the liquida-
tion committee, the registration should be can-
celled with the bodies concerned.

Article 15. In case a foreign-invested bank
intends to continue its banking business beyond
its term, an application should be submitted to
the Central Bank for the approval of the exten-

sion of the term 6 months before its term expires.
Article 16. Should the memorandum be
revised, the bank be merged or divided, the reg-
istered capital, operating capital and place of
business be changed, categories of business
activities be increased or decreased, or the
president or vice-president of the bank be
replaced with another, the foreign-invested bank
shall apply to the Central Bank for approval 30
days in advance and shall have the registration
attered.

Article 17. An investor in a foreign-invested
bank may, with the approval of the Central
Bank, transfer the partial or whole capital invest-
ed to a third person. In this case, the investor
should reach an agreement with his or her
counterpart.

Chapter 3. Capital and Reserve Funds of Foreign-invested Banks

Article 18. A joint venture bank and a for-
eigner’s bank should hold the registered capi-
tal in convertible currency worth at least
30,000,000 Korean won and the primary
paid-up capital of at least 50 per cent of the
registered capital. A branch of the foreign
bank should hold the operating capital in con-
vertible currency equivalent to more than
8,000,000 Korean won .

Article 19. For the purpose of obtaining the
business licence, the foreign-invested bank
shall deposit the primary paid-up capital and
operating capital with the bank designated by
the Central Bank within 30 days from the date
when it obtained the approval of establishment
and shall have it confirmed by the certified pub-
lic accountant.

Article 20. A foreign-invested bank shall main-
tain its own capital of more than 5 per cent of
the security funds against debts or of the total
sum of its liabilities.

Article 21. A joint venture bank and a foreign-
er's bank should reserve 5 per cent of annual
profits each year untit the reserve funds grow to
25 per cent of the registered capital. The
reserve funds shall be used exclusively for the
purpose of either compensating for the loss in
the settlement of accounts or of the increase of
capital.

Article 22. A foreign-invested bank may reserve
such funds in need as bonus fund, welfare fund
and R & D fund. The type, size and reserve rate
of funds shall be defined by the foreign-invested
bank.

Chapter 4. Transactions and Settlement of Foreign-invested Banks

Article 23. A foreign-invested bank may engage
in part or as a whole in the following transac-
tions:

a) Depositing in foreign currencies of foreign-
invested enterprises, foreign enterprises and
foreigners,

b) Granting loans in foreign currencies, over-
drafting on the current account and discounting
of foreign currency bills,
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¢) Dealing in foreign exchange,

d) Investment in foreign currencies,

e) Guarantee against liabilities in foreign curren-
cies and defaulting of contract obligations,

f) Remittance of foreign currencies,

g) Clearing of the importer's and exporter’s bills
of exchange,

h) Offshore banking,

i) Accepting of securities in foreign currencies,



j) Trust banking,

k) Credit survey and consultation, and,

[} Others.

Article 24. No foreign-invested bank shall invest
more than 25 per cent of its capital exclusively
in one business.

Article 25. A foreign-invested bank shall open
an account with the branch of the Central Bank
in the area where it is located and deposit the
reserve fund for deposit payment.

Article 26. The fiscal year of a foreign-invested
bank shall begin on January 1 and end on
December 31 each year. '

Annual business settlement shall be done by
not later than February next year.

Article 27. A foreign-invested bank shall sub-
mit to the foreign exchange control bodies
the annual financial statement and profit and
foss account confirmed by the certified public
accountant within 30 days from the date of
the completion of the annual business settle-
ment, and the quarterly financial statement
and necessary statistics by the 15th day of

the first month of the ensuing quarter of the
year.

Article 28. A foreign-invested bank shall be
granted the following preferential treatment:

a) In case the term of business is longer than 10
years, the enterprise income tax shall be
exempted for the first profit-making year and
shall be reduced by up to 50 per cent for the
succeeding 2 years,

b} No turnover tax shall be payable for the inter-
est accruing from loans granted on favourable
terms to the banks and enterprises of the
DPRK,

¢) No tax or, otherwise, low-rate tax shall be
payable and no reserve fund for deposit pay-
ment shall be required for the income accruing
from offshore banking, and,

d) The income accruing from the banking busi-
ness and the residual fund, if any, left over after
the liquidation of the bank may, subject to the
laws and regulations of the DPRK on foreign
exchange control, be remitted abroad without a
tax.

Chapter 5. Penalties and Settlement of Disputes

Article 29. A foreign-invested bank shall be
liable to fine in the following cases.

a) In case it changed its president or vice-presi-
dent or the location of the bank without
approval,

b) In case it failed to save the reserve fund of
required amount,

¢) In case it obstructed or caused difficulties in
inspection, and,

d) In case it failed to submit regular reports
within a fixed period of time or submitted
false ones.

Article 30. In case a foreign-invested bank
engages in other transactions than those

approved, or revises the memorandum and
increases or decreases the registered capital
and operating capital without approval, it
may be ordered out of operation.

Article 31. in case investors fail to commence
banking business within 10 months from the
date of the approval, the approval granted for
the establishment of the bank may be with-
drawn.

Article 32. Disputes concerned with banking
business shall be settied through consultation.
In case of failure in consultation they shall be
settled by arbitration or legal procedures provid-
ed by the DPRK.
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THE LAW OF THE DEMOCRATIC PEOPLE’S REPUBLIC OF
KOREA ON EQUITY JOINT VENTURE

Chapter 1. General Provisions

Article 1. The Law of the Democratic People’s
Republic of Korea on Equity Joint Venture
contributes to expanding and developing eco-
nomic and technical cooperation and
exchange between the DPRK and other coun-
tries.

Article 2. Institutions, enterprises or associa-
tions of the DPRK are allowed to establish an
equity joint venture enterprise with corporations
or individuals of foreign countries.

An equity joint venture enterprise should be set
up in principle in the Rajin-Sonbong economic
and trade zone. In case of need, it may be
established in other parts of the country.

Article 3. Equity joint ventures may be effected
in science, technology, industry, construction,
transport and other fields.

The State shall encourage equity joint ventures
in the introduction of ultra-modern technologies
and other modern technologies, the manufactur-
ing of internationally-competitive products,
infrastructure  construction and  scientific
research and technological development.
Article 4. Liability of each partner of an equity
joint venture to debts and other obligations of

the joint venture which may arise during the
operation of the joint venture enterprise shall be
limited to the amount of his or her subscription.
Article 5. An equity joint venture enterprise
shall have the ownership of the assets sub-
scribed by its partners and conduct independent
business.

Article 6. An equity joint venture enterprise
shall be a body corporate of the DPRK on the
day when it is registered at the relevant body.
The State shall protect legal rights and interests
of equity joint venture enterprises.

Article 7. Equity joint venture enterprises in pri-
ority projects or those working together with
overseas Korean residents or those established
within a specified area of the DPRK shall
receive preferential treatments such as reduc-
tion and exemption of tax and favourable condi-
tions of land use.

Article 8. An equity joint venture enterprise
shall conduct its business activities in compli-
ance with this law.

Any item which has not been stipulated in this
law shall be subject to the relevant laws and
regulations of the DPRK.

Chapter 2. Establishment of an Equity Joint Venture Enterprise

Article 9. The institutions, enterprises or organi-
zations of the DPRK and foreign investors wish-
ing to run an equity joint venture shall, after con-
sultations with relevant bodies and conclusion of
the joint venture contract, submit to the central
organ for guidance of trade an application for
the establishment of an equity joint venture
enterprise, appendixed with the memorandum
of the equity joint venture enterprise, a copy of
the contract, feasibility study report and so on.
The central organ for guidance of trade shall,
within 50 days after the receipt of the applica-
tion, decide whether to approve or to refuse the
application.

Article 10. The registration of an equity joint

28

venture enterprise shall be made at the Peo-
ple’s Committee of the province (or city under
the direct jurisdiction) where the enterprise is to
be located or of the Rajin-Sonbong City within
30 days from the day when the approval is
given for its establishment.

The date of its registration shall be the inaugu-
ration day of the equity joint venture enterprise.
The equity joint venture enterprise shall, within
20 days after its registration, register itself for
tax purpose at the financial body of the seat
where it is located.

Article 11. Amounts of subscription by each
partner shall be decided through mutual agree-
ment between the partners.



A joint venture partner may subscribe in the
form of cash, property in kind, industrial property
right, technical know-how, the right to use land
and so on.

In this case, the prices of the property that is
contributed shall be assessed through mutual
agreement between the partners on the basis of
international market prices prevailing at that
time.

Article 12. A joint venture partner may transfer
or inherit its share of contribution discussed and
decided by the board of directors to a third party
with the approval of the other party.

Article 13. An equity joint veniure enterprise
may, with the consent from the Cabinet, open its
branches, agencies or representative offices in
the DPRK or in other countries and merge the
companies or enterprises of foreign countries.

Article 14. A joint venture partner shall make its
subscription within the specified period of time.
Where, for unavoidable reasons, he or she is
unable to make subscription within the specified
time limit, he or she may postpone it with the
permission of the body that has approved the
establishment of the enterprise.

Article 15. The registered capital of an equity
joint venture enterprise shall be 30 to 70 % or
more of the amount of total investment depend-
ing on the size of the total investment.

In case of increasing the registered capital, the
change shall be made of the registration with
the consent of the body which has approved its
establishment. '

The amount of registered capital shall not be
reduced.

Chapter 3. Organizational Structure and Management of an
Equity Joint Venture Enterprise

Article 16. An equity joint venture enterprise
shall have the board of directors, which shall be
the top decision-making body of the equity joint
venture enterprise.

Article 17. The board of directors shall discuss
and decide on the major issues concerning the
amendment of or supplement to the memoran-
dum, measures for the development of the joint
venture enterprise, the planning of business
activities, settlement of account and distribution,
appointment and dismissal of the manager,
assistant manager and the auditor.

Article 18. An equity joint venture enterprise
shall have the manager, assistant manager and
accountants and may have other necessary
management staff members.

The manager shall be responsible for his work
to the board of directors.

Article 19. An equity joint venture enterprise
may have an auditor.

The auditor may inspect the management of the
enterprise any time and shall be responsible for
his work to the board of directors.

Article 20. An equily joint venture enterprise
shall be run according to its memorandum and
decisions made by the board of directors.
Article 21. An equity joint venture enterprise
shall start its operation within the specified peri-

od of time.

Where, for unavoidable reasons, it is impossible
to start operation within the specified period of
time, it shall apply to the body which has
approved its establishment for the approval of
the delay of the start-up.

Article 22. An equity joint venture enterprise
shall have a licence to conduct business activi-
ties,

The central organ for guidance of trade or the
People’s Committee of the Rajin-Sonbong- City
shall authorize the business activities of an
equity joint venture enterprise and issue its busi-
ness licence.

The day on which the business licence is issued
shall be the date of starting the operation of the
enterprise.

Article 23. An equity joint venture enterprise
may purchase materials needed for its operation
or sell its products within the territory of the
DPRK. In this case it is required to submit to the
relevant body within the specified period the
yearly plans to purchase materials and to mar-
ket its products. -

Article 24. An equity joint venture enterprise
may import materials needed for operation or
export goods it has produced. In this case
approval is needed only for the entry and exit of
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the import-export goods.

Article 25. An equity joint venture enterprise
shall conduct its business activities within the
limit of its categories which it has been allowed
to be engaged in.

In case of increase in the number or change in
categories of business, an approval shall be
obtained for this purpose from the relevant
organ which has approved the establishment of
an equity joint venture enterprise.

Article 26. An equity joint venture enterprise
shall employ {abour from the DPRK.

Some managerial personnel, engineers and
skilled workers for special jobs who have been
listed in the contract may be employed from for-
eign countries by agreement with the central
organ for guidance of trade.

Article 27. An equity joint venture enterprise
shall manage and use its employees in compli-
ance with the Labour Law of the DPRK and its
labour regulations regarding foreign-invested
business.

Article 28. An equity joint venture enterprise
shall open an account with a bank of the
DPRK by agreement with the foreign
exchange control body. If necessary, it may
open an account with a bank of a foreign
country by agreement with the foreign
exchange control body.

Article 29. An equity joint venture enterprise
may borrow money needed for its business
activities either from a DPRK bank or a bank of
a foreign country.

Article 30. An equity joint venture enterprise
shall conduct its accounting as required by the
accounting regulations of the DPRK regarding
foreign-invested enterprises.

Article 31. An equity joint venture enterprise
which wishes to be insured shall take out on an
insurance policy of the DPRK.

Articie 32. Employees of an equity joint venture
enterprise may organize trade unions. The joint
venture enterprise shall provide conditions for
the activities of the union.

Chapter 4. Settlement of Accounts and Distribution by an
Equity Joint Venture Enterprise

Article 33. The financial year of an equity joint
venture enterprise begins on January 1 and
ends on December 31 of the calendar year.
Settlement of accounts for any financial year
shall be completed by the end of February next
year.

Article 34. Accounts of equity joint venture
enterprises shall be settled in such a way as
determining the amount of profit by subtracting
from the gross revenue the costs of materials,
fuel, power, labour and depreciation, and insur-
ance premium, purchase expenses, and other
overhead expenses.

Article 35. An equity joint venture enterprise
shall create reserve fund by transferring 5 % of
its annually settled profit until the reserve fund
amounts to 25 % of its registered capital.

The reserve fund shall be used only for the pur-
pose of compensation for loss or increase of
registered capital.

Article 36. An equity joint venture enterprise
shall create necessary funds such as production
expansion and technological development fund,
bonus fund for employees, cultural and accom-
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modation fund and training fund.

Types, sizes and uses of various funds shall be
discussed and decided by the board of direc-
tors.

Article 37. An equity joint venture enterprise
shall distribute profits after its financial account-
ing statements have been audited by the person
concerned and approved by the board of direc-
tors.

The distribution of profits shall be done in such
a way as distributing to the joint venture part-
ners according to the proportions of their sub-
scriptions, the remaining amount of profit after
the payment of income tax and deduction of the
reserve fund and other necessary funds.

Article 38. An equity joint veniure enterprise
shall be liable to pay tax.

However, income tax may be reduced or
exempted for a certain period of time from the
first profit-making year.

Article 39. An equity joint venture enterprise
may use its settled profit for any year in order to
cover the loss sustained by it for the previous
year.



In this case, the carrying forward period shall be
limited to 4 years.

Article 40. An equity joint venture enterprise
shall submit its financial statementis and
accounts within the specified period of time
on an yearly and quarterly basis to relevant
bodies including the body which has
approved its establishment and the financial
body.

Article 41. The foreign partner of an equity joint
venture enterprise may reinvest in the territory

of the DPRK the whale or part of his or her profit
which has been distributed.

In this case, income tax on the reinvested profit
may be wholly or partially refunded from the
total amount of income tax which has already
been paid.

Article 42. The foreign partner of an equity joint
venture enterprise is allowed to remit abroad
profits earned from business and other income
as well as money received after the liquidation
of business.

Chapter 5. Dissolution and Settlement of Disputes

Article 43. An equity joint venture enterprise
shall be dissolved when it is unable to continue
its operation for such reasons as the termination
of the contract, insolvency, default of the con-
tract obligations by either of the partners and
natural calamities.

Article 44. An equity joint venture enterprise
may, if there is a reason to do so, decide on the
dissolution at the board of directors even before
the termination of the contract and dissolve itself
with the permission of the body which has
approved its establishment or according to a
decision made by a court.

Liguidators shall be appointed and liquidation
committee organized by the board of directors if
the dissolution is done with the permission of
the body which has approved its establishment
or by the court if it is dissolved according to a
court decision.

The liguidation committee shall settle all trans-
actions and finish liquidation of the enterprise
and, within 10 days therefrom, go through for-
malities needed for the cancellation of its busi-
ness registration.

Article 45. In case of the extension of its opera-

tion period, an equity joint venture enterprise
shall decide on it at the board of directors and
obtain an approval for extension from the body
which has approved its establishment, 6 months
before the termination of the original contract.
The operation period shall be counted from the
day when the enierprise is registered at the
People’s Committee of the province (or city
under the direct jurisdiction) or of the Rajin-Son-
bong City.

Articie 46. An equity joint venture enterprise
which has a grievance against an instruction
given by or an act done by an official of an
administrative body may make an appeal to a
higher body.

The body which has received the appeal shall,
within 30 days after its reception, examine and
settle the appeal.

Article 47. Any disagreement regarding an
equity joint venture shall be settled through con-
sultation.

In case of failure in consultation, it shall be set-
tled by arbitration or legal procedures provided
by the DPRK or by an arbitration agency of a
third country.
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LABOUR REGULATIONS FOR FOREIGN-INVESTED
BUSINESS

(Approved by the Decision No. 40 of the Cabinet on May 8, 1999)

Chapter 1. General Provisions

Article 1. These regulations are formulated to
provide foreign-invested business with neces-
sary labour and to protect the rights and inter-
ests of the employed in their work and life.
Article 2. Subject to these regulations, labour
shall be recruited or employed, remuneration be
paid and conditions be provided for work and
life.

These regulations shall be also applied to the
foreign enterprises in the territory of the DPRK.
Article 3. A foreign-invested business is
required to use the labour of the DPRK for busi-
ness activities.

in case foreign nationals are recruited as man-
agerial staffs, technicians and skilled workers of
special job classifications, the consent should
be secured of the central trade organ of the
DPRK.

Article 4. Labour empioyed by foreign-invested
business should not be used for other purposes
than those of the enterprise concerned except in
case of force majeure such as natural disaster.

~ Article 5. In consideration of the type of job, the
degree of qualification and productivity, the
amount of remuneration shall be determined by
the foreign-invested business for its employees.
Remuneration includes wage, allowance, boun-
ty and bonus.

Article 6. A foreign-invested business shall pay

primary attention to the improvement of working
conditions so that the employees can work in a
safe and clean environment, and to the protec-
tion of their lives and promotion of their health.
Article 7. A foreign-invested business shall
ensure that the nationals of the DPRK in its
employment benefit from social insurance and
social security, subject to labour law and reguia-
tions of the DPRK.

Article 8. A foreign-invested business shall pro-
tect the rights and interests of its employees
and conclude a labour contract with the trade
union representing employees.

The labour contract should define duties of
employees, quota of production, quality
index, working hours, holidays, remuneration,
guarantee of living conditions, labour protec-
tion and working conditions, labour discipline,
reward and punishment, and retirement and
S0 on.

The labour contract shall have legal effect from
the date of its signing and any amendment shall
be made by agreement between both sides.

A foreign-invested business shall submit the
labour contract to labour organ in the zone.
Article 9. The central labour organ shall super-
vise and control in a unified way all the matters
concerning labour organization and working life
in the foreign-invested business.

Chapter 2. Employment of Labour

Article 10. A foreign-invested business shall
determine by itself the number of employees
needed for its operation, conclude a contract of
employment with the labour exchange and
employ labour as provided for in the contract.

The contract of employment shall specify such
particulars as the number of employees classi-
fied into the types of job and skills, the term of
employment, labour cost, and working and living
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conditions.

Article 11. The labour exchange shall provide
the foreign-invested business with the labour
resident in the area of its operation. If certain
skilled workers are not available or in short sup-
ply, they may be recruited from other areas.

in such a case, the labour exchange in the other
area concerned is obliged to supply them.
Article 12. An equity or contractual joint venture



which is run with the institutions or enterprises
of the DPRK shall give priority to the employees
of the contracting parties of the DPRK in respect
of employment at that enterprise.

Article 13. A foreign-invested business shall
employ the labour recommended by the labour
exchange in the area of its operation. This provi-
sion, however, doesn’t prevent any foreign-
invested business from refusing the labour if
found inconsistent with the terms of the contract
of employment.

Article 14. A foreign-invested business is not
allowed to dismiss any of its employees before
the expiry of the term of employment without
consent of the trade union and the labour
exchange concerned, as well as in case where
an employee receives medical treatment due to
occupational disease or injury caused while on
job and is in sickbed for up to 6 months, or a
female employee is married, pregrant, in mater-
nity leave or in breast-feeding period.

_Article 15. A foreign-invested business may,
after consultation with the trade union and the
labour exchange concerned, dismiss any of its
employees even before the expiry of the term of
employment in case where an employee,
though he or she has been treated for disease
or injury other than occupational disease or
injury caused while working, is not capable of
continuing his or her former work or other jobs,
any redundancy of labour is caused due to the
changes in production management and techni-
cal conditions, any curtaiiment of labour

becomes inevitable or winding-up is declared in
face of bankruptcy, or an employee has inflicted
great loss to the enterprise or seriously violated
the labour discipline.

Article 16. The employee may tender resigna-
tion in case where he or she has personal rea-
sons to discontinue the job or transfer to anoth-
er job, is not able to display his or her technical
capability because his or her job does not fit in
his or her profession, or is enrolled in an insti-
tute of learning.

Article 17. In case where a foreign-invested
business intends to dismiss an employee not by
his or her own fault but for some reasons, it
shall give subsidy to him or her at a rate decid-
ed on the basis of the years of his or her ser-
vice.

The amount of subsidy shall be equivalent to
that of one month wage of the recent period if
the employee concerned has worked for less
than one year, and shall be as much as calcu-
lated on the basis of both the average wage of
the recent three months and the years for which
he or she has worked when the employee con-
cerned has engaged in labour for more than one
year. _

Article 18. When a foreign-invested business
may dismiss or accept the resignation of an
employee, it shall, after consultation with the
relevant trade union, submit the list to the
labour exchange in the area of its location 1
month in advance of his or her dismissal or
resignation.

Chapter 3. Technical Training

Article 19. A foreign-invested business shall
give training to its employees and qualify them
according to labour law and regulations of the
DPRK.

Article 20. A foreign-invested business may, if
necessary, train skilled workers.

Article 21. The People’s Committee in the spe-

cial economic zone may organize and run a
technical training center as required by the for-
eign-invested business. _
Technical training shall be given in forms of in-
service training and pre-entry training for school
leavers.

Chapter 4. Working Hours and Holiday

Article 22. The working day shall be 6 days a
week and the working hour, 8 hours a day.
According to the level of intensity and spe-

cial conditions of work, the foreign-invest-
ed business may fix the working hour
shorter.
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In the sectors influenced by seasonal limita-
tions, the working hour may be flexibly set within
the range of the total working hours of the year.
Article 23. A foreign-invested business shall not
work its employees overtime.

Under the unavoidable conditions, it may orga-
nize overtime work but only after having consul-
tation with the trade union.

Article 24, A foreign-invested business shall
provide its employees with rest on bank holi-

days and with regular and additional leave and
maternity leave according to laws and regula-
tions of the DPRK.

If employees are requested to work on a bank
holiday, they should be given a compensatory
day off within one week.

A foreign-invested business shall provide each
of its employees with special leave of 1 to 5
days for ceremonial occasions exciuding the
days for travelling.

Chapter 5. Remuneration

Article 25. The standard rate of monthly wage
of an employee working for foreign-invested
business shall be fixed by the central labour
organ.

The central labour organ should fix the standard
rate of monthly wage on the principle of com-
pensating physical and mental force of employ-
ees amaciated in the course of their working
and guaranteeing their life.

The wages to be paid in the preparatory petiod
for operation of a foreign-invested business and
those for apprentices and unskilled workers
shall be lower than the standard monthly wage
set under the approval of the relevant organ.

A foreign-invested business shall, on the basis
of the rated standard wage, decide wages by
occupation and position, and forms and meth-
ods of payment, the standard allowance, bounty
and bonus.

Article 26. A foreign-invested business shall
gradually increase the rate of wage in accor-
dance with the growth of production, and the
improvement of technical qualification and
labour productivity.

Article 27. A foreign-invested business shall
pay any employee remuneration for leave and
additional leave before he or she goes on leave.
Remuneration for leave shall be calculated
through the multiplication of the average daily
remuneration for actual working days during the
three months immediately before leave by days
of leave. The calculation should be based on
wage, allowance and bounty.

Article 28. A foreign-invested business shall
pay any employee subsidy equivalent to 60 per
cent (%) or more of daily or hourly wage for the
days or hours when he or she was not occupied
due to the mismanagement of the enterprise or
his or her training.

Article 29. A foreign-invested business, which
has worked its employees on a bank holiday
and failed to give a compensatory day off, or
worked them overtime or at night, shall pay
them allowance equivalent to 50 per cent (%)
of their daily or hourly wage for the days or
hours of their extra work, in addition to the
wage.

A foreign-invested business, which has worked
an employee on a holiday or at night overtime,
shall pay the employee allowance equivalent to
100 per cent (%) of his or her daily or hourly
wage for the days or hours of night work, in
addition to the wage.

Article 30. A foreign-invested business may
create a bonus fund with part of its after-tax
profits from the settled profits and, in consulta-
tion with the trade union, pay bonus to the
employees who contributed to the fulfillment of
the production quota.

Article 31. A foreign-invested business shall
properly set the wage, allowance and bounty to
be paid to the employees according to actual
results of their working.

In case an employee resigns or is dismissed
before the pay day, he or she shall be paid the
remuneration after the due procedures are over.

Chapter 6. Labour Protection

Article 32. A foreign-invested business
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shall install, improve labour security facili-



ties to ensure the safety of operation and

keep off super heat, gas and dust, and pro-
vide industrial hygienic conditions such as
lighting and ventilation so that the employ-
ees can work under sound and clean condi-
tions.

Article 33. A foreign-invested business shall
give its employees education in labour security
before any work. The period of education shall
be 1 to 2 weeks depending upon the types of
job and occupation.

Article 34. A foreign-invested business shall
provide the sanitary and labour security facilities
to female employees.

No difficult and harmful work shall be imposed
upon any of female employees who are over 6
months pregnant.

A foreign-invested businesses shall build and

fund creches and kindergartens to bring up the
children of the employees in confirmity with their
actual conditions.

Article 35. A foreign-invested business shall
supply regularly its employees with labour secu-
rity materials such as protective guards and
shields, safety tools and devices and nutrients.
The standard of labour security materials for
employees shall be determined by the foreign-
invested business not to be lower than that fixed
in the relevant labour law and regulations of the
DPRK.

Article 36. If a serious industrial accident
occurs resulting in death, injury or poisoning of
any of its employees on job, the foreign-invest-
ed business shall notify promptly the relevant
organ of the case and submit itself to the scruti-
ny of the body concerned.

Chapter 7. Social Insurance and Social Security

Article 37. The nationals of the DPRK in the
employment of a foreign-invested business shall
be entitled to the benefits of social insurance
and social security schemes in the event of sick-
ness, injury or retirement at the expiration of
working age. _

The benefits of social insurance and social
security include subsidy, pension, recuperation
and recreation and medical treatment.

The employees applying for subsidy and pen-
sion shall submit the medical certificate or the
document of justification to that effect issued by
a health service organ to the foreign-invested
business concerned.

The foreign-invested business shall have the
application for payment of subsidy approved by
the social insurance organ so as to draw the
subsidy from the bank and pay it to the employ-
ees on the pay day.

The travelling expense to and from the recuper-
ation and rest homes and the subsidy for funeral
service shall be paid in advance upon the docu-
ment concerned and be settled afterwards.

in relation to pension and subsidy by the social
security scheme, the foreign-invested business
shall submit the application to the social insur-
ance organ for approval and make payments on
such dates as determined by the social welfare

organ.
Article 38. Subsidy and pension by the social
insurance and social security schemes shall be
calculated in accordance with labour law and
regulations of the DPRK.

Article 39. The social insurance and social
security schemes shall be funded from the
social insurance fund. The social insurance fund
shall be created with insurance premium paid in
by the foreign-invested business and its employ-
ees.

Articie 40. A foreign-invested business may set
up recuperation and rest homes for the promo-
tion of health of its employees.

The operation expense of the recuperation and
rest homes shall be met with the social insur-
ance fund.

Article 41. A foreign-invested business
shall be supervised by the social insurance
organ in the area of operation and the trade
union in respect of the payment of insur-
ance premium and expenditure of insurance
fund.

Article 42. A foreign-invested business may
create a welfare fund for its employees with part
of its after-tax profits from the settled profits.
The welfare fund shall be spent on improving
the cultural and technical levels,sponsoring
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mass cultural and sports events and running the
welfare facilities.

The trade union shall supervise the use of the
welfare fund.

Chapter 8. Penalties and Settlement of Dispute

Article 43. If a foreign-invested business con-
travenes any of these regulations, it shall bear
such administrative penalties as suspension of
business and the application of fine to the extent
of the breach, and penal responsibility in case of
severe breach.

Article 44. A foreign-invested business which
has complains or grievances regarding the
implementation of these regulations may pre-
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sent a petition.

The petition shall be settled within 30 days after
its reception.

Article 45. Any disagreement related to the
implementation of these regulations shall be
consulted and settied between the parties con-
cerned. If failed, the case of dispute shall be
brought to the arbitration agency or the law-
court of the DPRK.



REGULATIONS ON THE REGISTRATION OF FOREIGN-
INVESTED ENTERPRISES

(Approved by the Decision No. 29 of the Cabinet on March 21, 1999)

Article 1. These regulations are made to pro-
vide for a regime governing the registration of
foreign-invested enterprises incorporated within
the tertitory of the DPRK, as well as to protect
their legitimate rights and interests. ,
Article 2. The registration of foreign-invested
enterprises (hereinafter called the business reg-
istration) shall include that of the joint venture
enterprises, both equity and contractual, and of
the wholly foreign-owned enterprises.

The resident representative office of foreign-
invested enterprises (hereinafter called the resi-
dent representative office) shall also be regis-
tered subject to these regulations.

Article 3. The business registration shall be
undertaken either by the provincial People's
Committee or by the People’s Committee in the
special economic zone such as Rajin-Sonbong
economic and trade zone (hereinafter called the
registrar).

Article 4. Legitimate activities of such foreign-
invested enterprises as have been registered
with the registrar shall be protected by law.

Such foreign-invested enterprises as have not
been registered with the registrar shall be pro-
hibited from carrying out any activity.

Article 5. Foreign-invested enterprises shall
abide by the laws and regulations of the DPRK
relating to business registration.

Article 6. The central trade organ shall monitor
and direct in a unified manner all the matters in
relation with business registration.

Article 7. A foreign-invested enterprise shall
complete business registration within 30 days of
the approval of incorporation (a resident repre-
sentative office within 20 days of the approval of
its opening).

Article 8. For the purpose of registration of a
foreign-invested enterprise, an application shall
be tendered to the registrar.

The application for business registration shall
contain relevant specifies and be accompanied
by the certificate of approval of incorporation,
articles of association, certificate of investment

or guarantee for investment (or a guarantee by
the head office against any liabilities incurred by
the branch of a foreign bank), the imprint of the
common seal, etc.

Article 9. The registrar shall review and confirm
whether to approve or reject the business regis-
tration of a foreign-invested enterprise within 10
days of receipt of the application.

Article 10. For the purpose of business registra-
tion, entries shall be made in the register book.
Such a book shall contain such particulars as
the name and address of the enterprise, the
manager of the enterprise in guestion, the type
of business, registered capital, scope of busi-
ness activities, term of operation, number of
staff of the resident representative office and so
on.

Article 11. The registrar shall undertake to
issue a cerificate of business registration, as
appropriate, within 7 days of any such registra-
tion having been made.

Any such certificate of business registration
shall specify such details as the date of registra-
tion, registration number, name of the enter-
prise, number of staff of the resident representa-
tive office, addresses, scope of business activi-
ties, term of operation and so on.

Article 12. The certificate of business registra-
tion is a legal instrument certifying the status of
a business entity as the legal person of the
DPRK.

The content of any certificate of business regis-
tration shall not be changed at one’s will.

Article 13. In case any certificate of business
registration has been lost, due notification shall
be made thereof to the registrar within 10 days.
Where the certificate of registration lost is not
found within 30 days, the business concerned
shall have it reissued.

Article 14. The registrar shall make inform the
registration of any foreign-invested enterprise to
the organs concerned within 20 days of any
such registration having been made.

Article 15. Where the content of registration is
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altered or an enterprise is dissolved, the regis-
tration previous made shall be changed or can-
celled, as appropriate.

Article 16. When the business registration has
been completed, a prescribed commission shall
be allowed.

Commission shall be fixed by the central financ-
ing organ (the zone financing organ in the Rajin-
Sonbong economic and trade zone).

Article 17. The registrar shall ensure strict
supervision and control so that any deviation
may not be observed over any activity in relation
with the business registration.
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Article 18. If a foreign-invested enterprise con-
travenes any of these regulations, administra-
tive penalties including confiscation of illegal
gains, fine, suspension of operation and seizure
of the certificate of business registration shall be
imposed to the extent of breach, and penal
responsibility in case of severe breach.

Article 19. Where any grievance is harbored
against any activity relating to the business reg-
istration, an appeal may be filed.

Any such appeal shall be settled within 30 days
from the receipt of such a case.



REGULATIONS ON THE NAMING OF FOREIGN-INVESTED
ENTERPRISES

(Approved by the Decision No. 21 of the Cabinet on March 13, 1999)

Article 1. These regulations are formulated to
provide for order in naming of foreign-invested
enterprises incorporated in the territory of the
DPRK. ,

Article 2. The name of foreign-invested enter-
prises shall include that of a joint venture, both
equity and contractual, as well as of a wholly
foreign-owned enterprise.

A resident representative office of a foreign-
invested enterprise (hereinafter called the resi-
dent representative office) shall also be named
in accordance with these regulations.

Article 3. The naming of foreign-invested enter-
prises shall be overseen by the screening body
that has approved the establishment of the
enterprise (hereinafter called the screening
body).

Article 4. Any foreign-invested enterprise shall
be entitled to only one name.

Where a foreign-invested enterprise is engaged
in two or more different activities, it may pos-
'sess two names subject to the approval of the
screening body. But it signifies by no means
recognition of two different enterprises.

Article 5. The name of a foreign-invested enter-
prise shall include the following:

1. Trade name indicative of either the name of
the investor or the name of a place,

2. Principal content of business activities/line of
business,

3. Type of the business, and

4. Limit of liability of the enterprise.

Article 6. Any resident representative office
shall be named by prefixing the name of the
parent company to its trade name.

Article 7. The name of a foreign-invested enter-
prise shall be expressed in the Korean lan-
guage.

Where the name of a foreign-invested enter-
prise is to be given in a foreign language, it shall
be so expressed as io be equivalent to that of
the Korean language.

Article 8. Any foreign-invested enterprise shall
be prohibited from possessing any such name

as:
1. May undermine the sound life-style of the
State and society;

2. May overlap or be confused with that of any
other enterprise;

3. Is made up with numerals;

4. |s apt to deceive or mislead the public opin-
ion;

5. Is identical with that of another country or
region;

6. Is identical with that of any political or military
organization or any international agency; and

7. Is identical with that of any enterprise whose
business registration was cancelled only less
than a year ago.

Article 9. The name of any foreign-invested
enterprise shall become legally effective from
the date on which business registration is made
of any of the foregoing who, thereafter, shall
reserve the right to exclusive use of such a
name within the territory of the DPRK.

Article 10. The name of a foreign-invested
enterprise appearing on official document, a
seal, bank account, signboard, postal matter,
etc. shall be identical with that already regis-
tered with the screening body.

Any abbreviation may be used for signboards of
shops, restaurants and other agencies in the
service industrial sector, in which case an
approval shall be obtained from the screening
body thereof.

Article 11. Where foreign-invested enterprise
intends to change its name, an approval shall
be secured from the screening body thereof.
Except in a special case, the name of any for-
eign-invested enterprise shall not be changed
within period of one year as from the date of
business registration having been made of any
of the foregoing.

Article 12. A foreign-invested enterprise may
transfer its name to any other business entity
along with its property, in which case an
approval shall be obtained from the screening
body thereof.
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Any business name shall be transferrable solely
to any other business entity and the transferred
shall not use the name so transferred to such
other entity.

Article 13. where the right to exclusive use of
business name is encroached upon, the foreign-
invested enterprise concerned shall be entitled
to request the screening body to apply appropri-
ate remedies for recovery of such a right.
Article 14, If a foreign-invested enterprise con-
travenes any of these regulations, it shall bear
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administrative penalties such as confiscation of
illegal gains, fine, suspension of operation and
seizure of the certificate of business registration
to the extent of the breach, and penal responsi-
bility in case of severe breach.

Article 15. Where any grievance is harbored
against any activity relating to the naming of a
foreign-invested enterprise, an appeal may be
filed.

Any such appeal shall be settled within 30 days
from receipt of such a case.



REGULATIONS ON STATISTICS IN THE RAJIN-SONBONG
ECONOMIC AND TRADE ZONE

(Approved by the Decision No. 19 of the Cabinet on March 6, 1999)

Chapter 1. General Provisions

Article 1. These regulations are formulated with
a view to taking proper statistics on social and
economic situations and establishing proper
order of the management and use of statistical
data in the Rajin-Sonbong economic and trade
zone.

Article 2. Statistics give comprehensive and
guantitative reflection of the social and econo-
mic situations and the results of work, and are
means of understanding the social and econo-
mic phenomena and undertaking practical acti-
vities on a planned basis. Statistics shall include
date with respect to the level of economic and
cultural development, information related to nat-
ural resources, population and livelihoods and
SO on.

Article 3. The statistical work of the bodies,
enterprises and entities of the DPRK (here-
inafter referred to as bodies and enterprises)
and- the foreign-invested enterprises within the
Rajin-Sonbong economic and trade zone (here-
inafter referred to as the Zone) shall be in con-
formity with these regulations.

Article 4. The bodies and enterprises and the
foreign-invested enterprises shall ensure the
scientific accuracy, the objectivity and timeliness
of the statistics.

Article 5. Supervision and guidance of the sta-
tistical work within the Zone shall be conducted
by the Zone statistics body.

The Zone statistics body shall exercise control
and direction over the statistical affairs in con-
formity with the social and economic situations
in the Zone.

Article 6. The initial calculation units of
statistics shall be the bodies and enterprises
and the foreign-invested enterprises in the
Zone. Full or part-time statisticians shall be
employed in such initial calculation units of
statistics.

Article 7. The statistical data relating to the eco-
nomic activities in the Zone shall be compiled
on a calculative basis of the Gross Zone Prod-
uct.

Article 8. The statistical work in the Zone shall
be done in conformity with statistical methodolo-
gy made by the central statistics body. Such a
statistical methodology shall be constantly

. improved in accordance with the feature of the

Zone.

Article 9. The statistical documents shall be
prepared in the Korean language. Translation
into a foreign language may be given under
each item expressed in Korean language.

Chapter 2. Compilation of Statistics

Article 10. Taking the statistics in a proper
manner is essential to achieving a success in
statistical work. The Zone statistics body, bodies
and enterprises and the foreign-invested enter-
prises shall be responsible for undertaking the
statistical work.

Article 11. The statistics shall be gathered in
both ways of statistical report and research. The
statistical reports shall include monthly, quarter-
ly, half-yearly, seasonal and annual reports and
the statistical research shall comprise simulta-

neous research, research as a whole, selective
research and single research.

Article 12. The statistics shall be taken accord-
ing to the procedures, methods and indices pre-
scribed by the central statistics body. Such pro-
cedures, methods and indices prescribed by the
central statistics body shall not be modified wil-
fully.

Article 13. The statistical data with respect to
operational activities shall be compiled through
statistical report and those relating to social and
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economic situations, population, livelihoods and
prices shall be gathered through statistical
research.

Article 14. The Zone statistics body shall direct-
ly get the statistical data relating to the natural
calamities and accidents.

Article 15. The Zone statistics body may
require the bodies and enterprises and the for-
eign-invested enterprises to provide necessary
statistical data.

The bodies and enterprises and the foreign-
invested enterprises shall furnish the statistical
data required by the Zone statistic body within
the period fixed.

Article 16. Statistics other than the prescribed
statistical indices shall be gathered only subject
to an approval of the Zone statistics body.
Article 17. The bodies and enterprirses and
the foreign-invested enterprises shall send

the statistics taken by them to the Zone
statistics body and the superior bodies con-
cerned.

Any of the statistics other than those on the pre-
scribed indices shall be produced only to a body
concerned.

Article 18. The statistical data shall be made in
writing.

The statistics may be taken also by means of
the telecommunications facilities.

Article 19. The bodies and enterprises and the
foreign-invested enterprises shalt not modify of
their own accord the statistics already taken by
the Zone statistics body and superior bodies
concerned.

Article 20. The bodies and enterprises and the .
foreign-invested enterprises shall inform the
Zone statistics body of their registration of busi-
nesses within 10 days therefrom.

Chapter 3. Initial Calculation of Statistics

Article 21. Properly making the initial calcula-
tion of statistics is prerequisite to getting correct
statistics.

The bodies and enterprises and the foreign-
invested enterprises shall determine units, sub-
jects and methods for initial calculation of statis-
tics in an appropriate way and properly conduct
the work of measuring and surveying.

Article 22. Initial calculation of statistics shall be
made in conformity with standardized form of
initial calculation. Such a standardized form of
initial calculation shall be determined by the
Zone statistics body. The bodies and enterpris-
es and the foreign-invested enterprises shall
make initial calculation of statistics by using
detailed form of initial calculation based on stan-
dardized form of initial calculation according to
their specific situations.

Article 23. Unity of indices for the initial calcula-
tion of statistics and uniformity of the methods of
calculation shall be ensured by the bodies and
enterprises and the foreign-invested enterpris-
es.

Article 24. The Gross Zone Product shall be
calculated in the form of production and service
revenues.

Article 25. The resulis of investment shall be
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calculated by the amount actually invested into
the Zone.

Article 26. Actual output shall be calculated by
multiplying actual selling prices by the quantities
of sale of each product produced and sold.
Article 27. Actual revenue from service shall be
calculated by the actual amount of receipts
earned from offering various services.

Article 28. The amounts of exports shall be cal-
culated by using the delivery prices and the
quantities of each commodity exported across
the customs boundary outside the Zone; and
the amounts of imports shall be calculated by
using CIF (cost, insurance and freights) price
and the quantities of each commodity imported
to the Zone.

Article 29. The turnover shall be calculated by
actual receipts earned from sale of goods.
Article 30. The results of tax payment shall be
calculated by the amounts actually paid on the
incomes such as enterprise income and person-
al income.

Article 31. The results relating to the initial cal-
culation of statistics shall be regarded as those
made from hours 00:00 of the first day to hours
24:00 of the last day of the corresponding peri-
od of statistics.



Article 32. The currency unit of statistical calcu-
lation shall be Korean won. The exchange rate
of foreign currency against the Korean won
shall be pursuant to the rate of exchange quot-
ed for the current period by the foreign
exchange control body.

Article 33. At the stage of the initial calcula-

. tion of statistics, the bodies and enterprises

and the foreign-invested enterprises shall not
take any false statistical data nor shall they
get the statistical data without measurement or
survey.

Chapter 4. Management and Use of the Statistical Data

Article 34. The statistical data shall be treated
as secret documents. The Zone statistics body,
bodies and enterprises and the foreign-invested
enterprises shall establish a strict system and
order of managing and utilizing the statistical
data in order to keep those confidential.

Article 35. The Zone statistics body, bodies and
enterprises and the foreign-invested enterprises
shall register the statistics taken in good time
and keep those until the time fixed. Such a peri-
od of keeping the statistical data shall be fixed
by the central statistics body.

Article 36. The Zone statistics body shall sys-
tematically synthesize and categorize the statis-
tical data by sector and year. Such statistical
data synthesized and categorized shall be sent
to a document control body concerned.

Article 37. Any statistical data kept by the Zone
statistics body may be available for inspection.
In case of inspecting such statistical data of the
Zone statistics body, an application for ins-
pection stating the purpose and statistical
indices to be inspected as well as the position
and name of applicant shall be produced to and
approved by the Zone statistics body. The sta-
tistical data shall be read, abstracted or copied
only in an appointed place and, thereafter, such
extracts or copies shall be used only for the pur-
pose approved.

Article 38. Any of the bodies and enterprises or
any foreign-invested enterprises shall not dis-
close any of the statistical data to other bodies
and enterprises and foreign-invested business-
es or individuals.

Article 39. Any of the statistical data relating
to the bodies and enterprises or the foreign-
invested enterprises shall not be disclosed
without a consent. Disclosure of the statistical
data of body and enterprise or a foreign-
invested enterprise shall be agreed on by the
body and enterprise or foreign-invested enter-
prise concerned.

Article 40. Such statistical data as the labour
and natural resources and the Gross Zone
Product in the Zone shall be disclosed only after
a consent is given from the central statistics
body.

Article 41. The bodies and enterprises and the
foreign-invested enterprises shall analyze the
statistical data and improve their productive and
operational activities accordingly.

Article 42, The Zone statistics body shall make
a comprehensive analysis of such things as the
state of development and investment in the
Zone and the information on social, economic
and cultural development inside the Zone, and
shall report on those to the ceniral statistics
body.

Chapter 5. Supervision and Control

Article 43. The Zone statistics body shall super-
vise and control the bodies and enterprises and
the foreign-invested enterprises to strictly
observe these regulations.

Article 44, The appraisal on the implementation
of the national economic plan performed by the
bodies and enterprises shall be done by the
Zone statistics body.

The bodies and enterprises shall submit month-
ly the statistics on the implementation of the
plan within the prescribed period and receive
appraisal of it.

The Zone statistics body may monthly examine
and confirm the real state of the implementation
of the national economic plan on the spot, and
appraise it objectively and accurately.
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Article 45. The Zone planning organ shall trans-
fer a copy of the national economic plan direct-
ed to the bodies and enterprises to the Zone
statistics body.

The bodies and enterprises shall register with
the Zone statistics body the ceniral, Zone and
enterprise plans according to cycles of the
appraisal on the implementation of the plan and
the plan which has been adjusted after the
expiry of the period of implementing it shall not
be admitted.
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Article 46. The Zone statistics body may check
the statistical data against the actual conditions
of the bodies, enterprises and the foreign-
invested enterprises. In such case, the bodies,
enterprises and the foreign-invested enterprises
shall provide it with all the condition necessary.
Article 47. Any case in violation of these regula-
tions shall be imposed with administrative
penalties such as confiscation and fine to the
extent of the breach, and with penal responsibi-
lity in case of severe breach.



REGULATIONS ON FORWARDING AGENCY IN THE
RAJIN-SONBONG ECONOMIC AND TRADE ZONE

(Approved by the Decision No. 27 of the Cabinet on March 21, 1999)

Article 1. These regulations are framed to pro-
vide facilities to the shippers who carry the car-
goes of foreign countries to the third nations via
the Rajin-Sonbong economic and trade zone
(ETZ), and ensure the proper transportation of
foreign transit cargoes.

Article 2. Agent’s activities for foreign shippers
(hereinafter called the agent’s activities) shall
include acceptance, dispatch, arrangements for
cargo handling and storage, customs clearance,
inspection of quarantine, settlement of costs,
dealing with mishaps, arrangement of transport
and the like of transit cargoes on the foreign
shipper’s consignment.

Article 3. Overseas transportation organ in the
Rajin-Sonbong economic and trade zone (here-
inafter called the Zone) may open forwarding
agencies for foreign shippers (hereinafter called
the forwarding agencies) at crossborder transit
points in the Zone, sea ports and airports, and
engage in agent’s activities.

Article 4. A uniform control and guidance over
the agent's activities shall be undertaken by the
People's Committee of the Rajin-Sonbong City
in the Zone (hereinafter called the Zone admini-
strative body). v

Article 5. These regulations shall be applied to
forwarding agencies and foreign shippers.
Article 6. A body intending to open a forwarding
agency shall file an application for that purpose
to the screening authority for establishment of
an enterprise (hereinafter called the screening
authority).

The application for the opening of the forward-
ing agency shall specify such particulars as the
name of the applicant and forwarding agency,
domicile, motivation of establishment and
details of agent’s activities, and shall be accom-
panied by a letter of intent from a foreign ship-
per for the said activities.

Article 7. The screening authority shall review
and approve or reject the application for the
opening of the forwarding agency within 30 days
of the receipt of the application.

Upon approval, a document of approval shall be
issued of the establishment of the forwarding
agency.

Article 8. A forwarding agency shall be regis-
tered with the Zone administrative body.

For the registration of the forwarding agency, an
application shall be tendered for that purpose.
The application shall specify such details as the
name and domicile of the forwarding agency,
the name of the chief and the number of staff,
etc., and shall be accompanied by a copy of the
letter of approval of the opening of the forward-
ing agency.

Article 9. The Zone administrative body shall
examine the application for such registration
within 10 days of its receipt and issue the certifi-
cate of registration of the forwarding agency or
reject its registration.

When the registration of a forwarding agency
has been completed, a fixed commission shall
be allowed on its service.

Article 10. A forwarding agency shall conclude
an agent’s contract with the foreign shipper.

The agent’s contract shall provide for the name
of the contracting parties, the date of the con-
tract, the details of agent’s activities, obligations
of the foreign shipper, obligations of the for-
warding agency, ways of transshipment of car-
goes, costs and ways of its settlement, delivery
of documents and ways of communication,
ways of dealing with mishaps, sanctions, settle-
ment of disputes, term of contract and other rel-
evant particulars.

Article 11. Where a forwarding agency intends
to transship cargoes by any appropriate means
of transportation, it shall be notified by the ship-
per of such details as are necessary for filling in
the bill of lading or the invoice 5 days before
transshipment.

Article 12. A forwarding agency shall enter into
relevant contracts with the cargo handler, the
storekeeper and the carrier,

The said contract shall provide for the following:
1. A contract with cargo handler shall include a
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description and quantity of the cargo, types of
carge-handling jobs, types of packing, unit
weight, name of transportation means, estimat-
ed date of arrival, dates and hours for com-
mencement and completion of work, cargo-han-
dling costs, handling precautions and other nec-
essary provisions,

2. A contract with the storekeepers shall include
a description and quantity of the cargo, types of
packing, unit weight, date of arrival, period of
storage, cost for storage, precautions and other
necessary provisions, and,

3. A contract with the carrier shall include a
description and quantity of the cargo, types of
packing, unit weight, unit capacity (volume),
places of origin and destination, pass-through
points, the consignor and the consignee, the
types and the required number by types of
transportation means, the period of transpor,
cost, precautions and other necessary provi-
sions.

Article 13. A written request or a declaration
relating to carge-handling jobs, storage and
transportation submitted by the forwarding
agency may substitute the contract, subject to
consultation with the cargo handler, storekeeper
and the carrier.

Article 14. Where a forwarding agency intends
to forward any transit cargo by rail or by air, it
shall submit a monthly document of request for
carriages to the railway carrier and a declaration
of the transit cargo to the airport, in each case
by the 20th day of the month preceding the
commencement of transport.

Article 15. Where a foreign shipper intends to
send transit cargo by his own vehicles, he
shall obtain a Zone-crossing card and vehicle
pass either directly or through the forwarding
agency 5 days prior to the crossing of the bor-

der.
Article 16. Such cargoes as are inadmissible to

the territory of the DPRK or prohibited interna-
tionally shall not be transshipped.

Article 17. Upon arrival of the cargo at a given
transit point, a forwarding agency shall receive a
way-bill from the carrier, confirm the state of the
load, place the cargo under custody of the
storekeeper, and be issued a certificate of stor-
age.

Article 18. Where a forwarding agency intends

46

to forward a cargo which is placed under cus-
tody to any foreign shipper, it shall take over the
cargo by submitting to the storekeeper the cer-
tificate of storage and the delivery request
cleared by the customs.

Article 19. A forwarding agency shall receive
such necessary documents as the bill of lading
or the invoice from the carrier as soon as the
loading work is over, and deliver them to the for-
eign shipper. ,

Article 20. The quantity of transit cargo loaded
or unloaded shall be as tallied by the relevant
organ of the DPRK.

Article 21. In the event that any mishap occurs
in relation to the transit cargo, the forwarding
agency shall send a prompt notice to the foreign
shipper. -
The foreign shipper shall notify the forwarding
agency of how to dispose of the transit cargo in
mishap as soon as possible.

Article 22. A forwarding agency shall prepare
the statement about the mishap of transit cargo
and send it to the foreign shipper together with
the support document issued by a relevant
organ.

Article 23. Any transit cargo in excess of the
guantity stated in the document shall be dis-
posed of by the forwarding agency, subject to
consultation with the foreign shipper and the
approval of the customs.

Article 24. A forwarding agency may get the
transit cargo inspected and quarantined by the
relevant organ at the request of the foreign ship-
per.

Article 25. A forwarding agency shall promptly
notify the foreign shipper of any issue arising in

the course of inspection and guarantine.
The inspection and quarantine shall be done at

the place of lcading or unloading.

Upon inspection or quarantine of the transit
cargo, the organ concerned shall issue the rele-
vant document of proof.

Article 26. Settlement of the cost of cargo-han-
diing shall be made between the organ con-
cerned and the forwarding agency.

Upon settlement of such cost with the organ
concerned, the forwarding agency shall prepare
and send a bill to the foreign shipper.

Article 27. The rate of fee and the norm of
labour concerning the handling of transit cargo



shall be determined by the relevant organ.
Article 28. Fees concerning the handling of
transit cargo shall be calculated in Korean won.
Foreign currency shall be converted into Korean
won, subject to the exchange rate quoted by the
foreign exchange bank of the DPRK in the Zone
based on the international price of the said cur-
rency prevailing at the given period of time.

Article 29. The owner of a cargo shall pay to-

the forwarding agency such fees for transport
and handling of transit cargo as are prescribed
in the agent’s contract.

Article 30. Any dispute arising in connection
with the agent’s activities shall be settled
between parties concerned through consulta-
tion.

Any disagreement in the consultation shall be
referred to a court of law or the arbitration tri-
bunal of the DPRK for settlement.

Article 31. In case of violation of these regula-
tions, administrative penalties including fine
shall be imposed to the extent of the breach,
and penal responsibility in case of severe
breach.
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