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Abstract

I . Background and Purpose

[] Background of this Study

O As Korea-China FTA will come into effect in 2015, Korea and
China will have a more intimate economic cooperation relationship.
Currently, Chinese investment in Korea is increasing due to the

Chinese government policy.

O However, according to the survey of the Office of the Foreign
Investment Ombudsman, the most common difficulty Chinese investors
have is establishing a precise investment plan due to a complex
foreign investment system. Especially, the survey points out problems
such as a scattered system and law on the foreign investment,
investment procedure, incentive system, postmanagement system, and

relationship between central law and local regulations.

[ ] Purpose of this Study

O This study intents to facilitate establishing an investment plan and
service of Korean central and local government to attract investment
by transferring accurate contents of the related law for Chinese to

invest in Korea.



II. Main Contents

[ ] Foreign Investment Regulation System in Korea

O The main regulations on foreign investment are Foreign Investment
Promotion Act and related laws, Tax Reduction and Exemption

Control Act, Foreign Exchange Act, and so on.

O Among these regulations, Foreign Investment Promotion Act is the
general foreig investment related law that attracts foreign investment
by supporting foreign investment and providing convenience in
foreign investment to contribute to a healthy development in public

cconomy.

O Besides, there are regulations that apply to exclusive zone that has
different system than other region in Korea to secure foreign investor’s

business and economic activity.

[ ] The Concept of Foreign Investment

O Foreign Investment refers to (I foreigners retaining stocks or shares
of Korean corporation or business entity, (2) foreign parent company
or others having a long-term credit longer than 5 years with the
relevant foreign-invested company, or (3 foreigners contributing to

non-profit organizations.

O Other than above, if a certain activity satisfies standard requirement
of the Committee on Foreign Investment, such activity is recognized

as a foreign investment.



[ ] The Method and Procedure of Foreign Investment

O The procedures of foreign investment are: reporting foreign investment,
establishing a company, acquiring land by foreigner, establishing a

factory, postmanagement after investment, and so on.

O The methods of reporting foreign investment by acquisition of shares
are as follows: introducing foreign currency funds on purchase of
existing stocks, purchang new stocks or other acquisition, purchasing
existing stocks, or acquiring stocks by merger or approval. In addition,
the companies that are established for foreign investment are: a
general partnership, a limited partnership, a limited liability company,

a joint-stock corporation, or a corporation.

[] The System of Foreign Investment Support

O In certain case, foreign investments get support in taxation. Thus,
the targeted foreign investement businesses that are important for
enforcing international competition of national businesses get special
tax treatment according to "Tax Reduction and Exemption Control
Act,. They get reduction on the corporation tax, income tax, acquisition

tax, and property tax on the investments.

O However, for certain instances, the foreign investments do not get
reduction of coporation tax, income tax, acquisition tax, and property

tax according to the Act.

[ ] Foreign Investment in the Capital Markets

O The foreign investment system under the Capital Markets Act has



three main aspects: the limitation on acquiring listed stocks, registration

of foreign investment, the transaction of listed security by foreigners.

O The related regulations are the Foreign Investment Services and
Capital Markets and its Enforcement Decree and the regulation on

financial investment and its Enforcement Rules.

Ill. Expected Effects

[ ] By analyzing scattered foreign investment laws in different
types, the paper aims to enforce the transparency of investment
legislation for Chinese investors. Through this, this paper will be

able to promote globalization of Korean law and legal exchange.

[ ] This paper has meaning in preventing the investment disputes
that might arise during the postmanagement of the Chinese
investments. Especially, by providing a useful basic resource
to attract Chinese investors, this paper will help the related

government deprtment to adapt government policies effectively.

» Key Words : Foreign Investment, Exclusive Industrial Zone,
Promotion on Foreign Investment Act, Supporting
Foreign Investment, Stock Investment, Bond Investment,

Transaction System of Listed Stocks
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