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Classification

Foreign Direct Investment(FDI)

K100M and above

Under K100M

Branch

Liaison Office

Legal basis

Foreign Investment
Promotion Act "

Foreign Exchange
Transactions Act

Foreign Exchange
Transactions Act

Foreign Exchange
Transactions Act

é",’ Nature of Company Domestic Company Foreign Company Foreign Company
3
(2]
S L Management activities Management activities Non-Sales activities
S Scope of Activities ) . ) -
K Including Sales activities Including Sales activities only
73
Separate Identities Same Identities Same Identities
Identity Investor and FDI Company Head office & Branch Head office & Liaison
(independent A/C & closing process) (same A/C and closing) (same A/C and closing)
Investment Min. Under
. ) . N/A N/A
Capital Fund KRW 100 million KRW 100 million
(0]
O (Report on acquirement O (0]
Report
(FDI Report) of securities (Branch Setup Report) (Branch Setup Report)
by non-resident)
Transfer of
9 ) O N/A N/A
3 Capital Fund
°
5
‘;’ Representatives (o] (o] 0
o
[=
°
P | Board of Directors o N/A N/A
8
1]
& Registration of
. N/A N/A
Incorporation O . . . .
) (Branch registration: O ) (Branch registration: X )
(Office of the Court)
Business N/A
Registration O O (Certificate of Tax
(Tax office) Identification Number)
FDI Compan
~ompany o N/A N/A N/A
Registration
. D-8-1 D-7-1 D-7-1 D-7-1
< (Entry of Foreigner
» ) (Investment: (Intra-Co. Transfer: (Intra-Co. Transfer: (Intra-Co. Transfer:
o from Head Office) ) ) ) )
Incorporated Enterprise) Foreign Company) Foreign Company) Foreign Company)
(6] (6]
Corporate Tax (for all Income from (for income from N/A
E»' domestic and overseas) domestic source)
o
g‘ Withholding Tax O O (0]
m *,
o N/A™
S | Value-Added Tax 0 0 (but, list of total tax
% invoices required)
O
Branch Tax N/A N/A

(for region applicable)
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The Related Statute

Note 1) Applicable Act (FDI)
Foreign Investment Promotion Act Article 3 (Protection, etc. of Foreign Investment)

(1) With respect to the proceeds that come from the stocks, etc. acquired by a foreign investor, proceeds from the sale of stocks,

etc., the principal, interests and service charges paid in accordance with the loan contract under Article 2 (1) 4 (b), and the

compensation paid in accordance with a licensing agreement, their remittance to foreign countries shall be guaranteed in

accordance with the details of the permission or report of the foreign investment contract or the licensing agreement at the

time when the said remittance is made.

(3) Except as otherwise prescribed by the Acts of the Republic of Korea, the provisions concerning the abatement or exemption

of taxes among the tax Acts applied to nationals of the Republic of Korea or Korean corporations shall also apply to foreign

investors, foreign-capital invested corporations, persons who have granted loans under Article 2 (1) 4 (b), and persons who

have provided technology in accordance with Article 25.

Note 2) Foreign Investment under the Foreign Investment Promotion Act (FDI)
Foreign Investment Promotion Act Article 2 (Definitions of Foreign Investment, etc.)
(2) "Foreign investment" in Article 2 (1) 4 (a) of the Act refers to any of the following and the investment amount is at least 100
million won: ...

1. Where a foreigner owns at least ten percent of either the total number of voting stocks issued by a Korean corporation
(including a corporation in the process of establishment; hereinafter the same shall apply) or by a company run by a
national of the Republic of Korea, or its total equity investment;

2. Where a foreigner owns stocks, etc. of a Korean corporation or a company run by a national of the Republic of Korea and
enters into any of the following contracts with such corporation or company:

(a) A contract for seconding or electing officers (referring to directors, representative directors, managing partners with
unlimited liability, auditors or persons corresponding thereto holding a right to participate in decision making for
major managerial matters; hereinafter the same shall apply);

(b) A contract for supply or purchase of raw materials or products for a period of at least one year;

(c) A contract for providing or introducing technology or for joint research and development.

Note 3) Process Simplification for the Company with Total Capital of less than One Billion Won (FDI)
1. Directors and Board of Directors
Commercial Act Article 383 (Number, Term of Office) (1) The number of directors shall be three or more: Provided, That

in cases of a company with total capital of less than one billion won, the number of directors may be one or two.

(6) In cases falling under the proviso to paragraph (1), each director (referring to the representative director if the said

director has been determined according to the articles of incorporation) shall represent the company and perform the
functions of the board of directors under the proviso to Article 343 (1), Articles 346 (3), 362, 363-2 (3), 366 (1), 368-4 (1),
393 (1), 412-3 (1) and 462-3 (1).

2. Exemption of the Notarization for Article of Incorporation and Minutes of Meeting

Commercial Act Article 292 (Effectuation of Articles of Incorporation) The articles of incorporation shall take effect upon

being notarized by a public notary: Provided, That where a company with total capital of less than one billion won is

incorporated by incorporators under Article 295 (1), the articles of incorporation shall take effect after each incorporator

writes his/her name and affixes his/her seal, or affix his/her signature, thereon pursuant to Article 289 (1).

Commercial Act Notary Public Act Article 66-2 (Authentication of Minutes of Corporation) (1) Minutes of a general meeting,

etc. of a corporation which are appended to the application form at the time of its registration shall be authenticated by a

notary public: Provided, That this shall not apply where a company the total capital amount of which is less than one
billion won is incorporated by promoters pursuant to Article 295 (1) of the Commercial Act or in cases of a public

corporation or non-profit corporation prescribed by Presidential Decree.
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3. Substitute the ‘Certificate of Deposit for Stock Purchase’ by ‘Balance Certificate’
Commercial Act Article 318 (Certification and Liability by Depository for Subscription Price Paid) (3) Where a company

with total capital of less than one billion won is incorporated by incorporators pursuant to Article 295 (1), the certificate

under paragraph (1) may be substituted by a balance certificate issued by a bank or other financial institutions.

4. Simplification of the General Meeting of Shareholders

Commercial Act Article 363 (Notice of Convocation) (4) A company with total capital of less than one billion won may hold

a general meeting of shareholders without undergoing a convocation procedure if there is consent of all shareholders,

and a resolution of a general meeting of shareholders may be replaced by a written resolution. If all shareholders consent

to the subject matter of a resolution in writing, a written resolution shall be deemed adopted
5. Auditor

Commercial Act Article 409 (Appointment) (4) A company with total capital of less than one billion won may choose not to

appoint auditors, notwithstanding the provisions of paragraph (1), Articles 296 (1) and 312.

Note 4) Value-Added Tax (Liaison Office)

No obligation is required for Liaison office on the value-added tax, and no refund of value-added tax for purchase could be

made. But the refund could be made for the cases described in the ‘Restriction of Special Taxation Act’ as follows.

Restriction of Special Taxation Act Article 107 (Special Cases concerning Indirect Taxes on Foreign Business Operators, etc.)
(6) If a foreign corporation or non-resident that has no business place in the Republic of Korea, but operates a business in a
foreign country (hereafter referred to as "foreign businessman" in this Article), purchases or is provided with any of the following

goods or services for its business in the Republic of Korea, the value-added tax on such goods or services may be refunded to

the relevant foreign businessman, as prescribed by Presidential Decree: Provided, That this shall not apply where the refunded

amount to the relevant foreign businessman for one calendar year is less than the amount prescribed by Presidential Decree:

1. Food and lodging services

2. Advertisement services

3. Other goods or services prescribed by Presidential Decree.

Enforcement Decree of the Restriction of Special Taxation Act Article 107 (Value-Added Tax Refund for Foreign Business
Operators) (1) "Other goods or services prescribed by Presidential Decree" in Article 107 (6) 3 of the Act means:

1. Electricity or communications services

2. Real estate lease services

3. Goods or services necessary for the operation and maintenance of foreign business operators' domestic offices and

prescribed by Ordinance of the Ministry of Strategy and Finance.
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