SITEINDEX U EN E ENT AND PLIAN EU SEA

Korea Investment Agreement
O TLINE OF THE .S.-ROK INVESTMENT AGREEMENT
1) Purpose-of the Agreement

.S. investors face two major problems in Korea:

one is the imposition by Korean authorities, primarily through the informal foreign investment screening process,
of various performance requirements on foreign investors;

the other is limitation on sectors in which foreign firms may establish in Korea.

The primary purpose and accomplishment of the May 19 bilateral agreement is removal of performance
requirements on foreign investors in Korea. However, the agreement also provides for the opening of certain
sectors to foreign investment. The nited States will continue to pursue the establishment issue as needed.

The May 19, 1989 exchange of letters on investment between STR Carla Hills and Korea's Ambassador Tong-Jin
Park constitute a trade agreement between the nited States and Korea.

2) Performance Requirements

Effective July 1, 1989 the Korean Government will not formally or informally impose any performance
requirements on a foreign investor as a condition of permitting a foreign investment or in exchange for tax
incentives. Nine performance requirements are identified in the agreement, among them exporting, technology
transfer, local content, shifting production, marketing and distribution and local equity.

The only exception to this commitment is Korea's ability to impose, on a transitional basis, a local equity
participation requirement on a foreign investment falling under:

a) the "negative list" of sectors in which foreign investments are restricted or prohibited;

b) "sunset" industries in which Korean firms are prohibited in investing (Article 7.2 of the Foreign Investment
Guidelines -- FIG);

c) retail and small and medium sized businesses and construction, non-life insurance and alcohol distilling U
(Articles 6, 7.1 and 8 of the FIG); and

d) under existing Korean laws which require such joint ventures until these laws are amended "on an expeditious
basis".

After a foreign investment is established in Korea it will receive full national treatment except in two instances:

a) national treatment can be denied based on exceptions in the .S.-Korean Treaty of Friendship and Navigation,
i.e. national security, land acquisition and exploitation; and

b) even where Korea is imposing performance requirements on its own nationals,

it will under no circumstances impose on foreign investors export performance requirements or any other
requirements which have the effect of discriminating against foreign investors, and

if a performance requirement is imposed on a .S. investors on a national treatment basis which impairs the
investor's interests, the governments will consult, and the Korean government will eliminate the impairment
within 90 days. U
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The technic icen in n tific ti n y temwi bereviedt eimin tethef rma rinf rma uth rityt ch n e
the terms fthe icen in c ntr ctune thec ntrctvi te Kre' Antitrut ndF irTr deL w--h wever
the United St te inf rmed K re th tit may bjectt cert ineement fKre' FirTrdeL w

By theend f1989K re wi deve p p nf rtheremov fprevi u yimp ed perf rmance requirement n
exi tin f rei ninve tment

3) Inve tment N tific ti n

Between 1991 nd 1993 K re wi r du ymovet ninve tmentn tific ti n y tem under which ninve t r
merey wi n tifythe K re n vernment fhi inve tment ndwi be bet pr ceediftheinve tmenti n t
di ppr ved within 60d y

Thi pr cedure ppie t ect r which ren t nthene tive it rre tricted under the FIG (i e Artice 6,
7 r8-ee b ve)

The nyecn micre nf rthedi ppr v fUS inve tment wi bevi tin fKre' Antitrut ndF ir
Tr delL w

In the interim, effective Juy 1, 1989, f rei ninve tment wi be ppr ved rdi ppr ved within60d y
4)E t bi hment Liber iz ti n

Kre wi nt dd ny ect r t the'"ne tive it" ftheF rei nlInve tment Guideine ndwi c ntinue
iber iz ti n fthe"ne tive i t" n n"expeditiu b i"

By 1991 f rei ntr ve ency ervice wi befuy pent f rei ninve tmentinK re

F rei n dverti in encie wi be bet h vemaj rity equity p rticip ti n by 1990 nd 100 percent equity by
1991

F rei nc mp nie wi be bet wh e eph rmaceutic inK re effectivelJuy 1, 1989 ndc metic
effective Juy 1, 1990

L ¢ equity p rticip ti n nd ¢ ynthe i requirement wi be eimin ted f rf rei n ph rmaceutic
c mp nie by 1990

N te: Thi i n utine--pe ere dthe reementf rmoredet i ndthe uth rit tive text
GE rp; 5-5-89

202/395-6813

THE AMBASSADOR EMBASSY OF THE REPUBLIC OF KOREA
TONG-JIN PARK

WASHINGTON, DC

MAY 19, 1989

TheHa rbeCr A Hi

The United St te Tr de Repre ent tive

Office fthe US Tr de Repre ent tive

600 Seventeenth Street, N W,

Wa hin t n, D C 20506 .

De r Amb d rHi
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I havetheho o to ee tothe e e t o ultatio held betwee ep e e tative o the Gove me to the
Republi o Ko ea (Ko ea Gove me t)a dthe Gove me to theU ited State o Ame i a (US Gove me t)
egadi gi vetme ti Koea.A a e ulto the e o ultatio the Ko ea Gove me tha ag eed to take the
ollowi g a tio

A.Pe o ma e Requieme t

1. E e tiveJuly 1 1989 the Ko ea Gove me twill ot o mallyo i o mallyimpo epe oma e
equieme t o a oeig i veto a atemo o ditio o pemittiga i vetme ti it te itoy o a a
o ditio o eeipto a yi e tive.

2.0 ee tabli hed all oeig i ve tme t willbea o ded atio alt eatme t ubje tto the ollowi g:

a. Ex eptio to atio alt eatme tmayo ly beapplied o ea o o la da quiitio exploitatio o la do
othe eou e o atio al e uity.

b. Pe o ma e equi eme t will otbe applied o mally o i o mally ex ept that impo itio o a atio al
teatme tbai o pe oma e equieme t i ex eptio al i umsta e a di ama e whi hwill ot

ge eate igiiatditotio toi te atio altadea di ve tme ti otaviolatio o thi ag eeme t

p ovided that u h equi eme t eithe havethee e to di imi ati gagai t oeig i ve to 0 aeexpot
equi eme t .

.I theeve tthatthei teet 0 a oeig i ve to a e alleged to beimpai eda a e ulto theimpo itio o a
pe oma e equieme to a atio alteatme tbai theKoea Gove me tagee to o ultwiththe US
Gove me tupo thelatte' i itiative a dto take tep toelimi ate u himpai me twithi i ety (90)day i
u himpai me texi t.

3. Notwith ta di gpaagaph Al a ata itio al tepto ull o eig equity pati ipatio oeig i ve tme t
may be ubje t olely to lo al equity pa ti ipatio equieme t u de Atile 5.4 0 the Guideli e o Fo eig

I vetme t thei vg tme tpemi o equieme t i Atile 6 7 a d8o0 aidGuideli e a du de exi ti g
i dividual laws ubje t to the ollowi g:

a. Impleme tatio o ame dme to the Guideli e o Foeig I vetme twillbei uhama e a to
e ouage athe tha etit oeig i ve tme t.

b.,The Ko ea Gove me t will limit appli atio o Atile7.1totheaea o bui e ove eda o thedateo
thi lette .

. The Ko ea Gove me t will limit the appli atio o Atile 7.2 0 the Guideli e o Foeig I ve tme t whi h
impo e lo al equity equieme t to u eti dutie o whi htheKoea Gove me tba i ve tme tby
dome ti imsa dwillapply u hpoviio o lyi ex eptio al i umsta e .The Ko ea Gove me twill
e uethatmeaue take u de thi atileae ottheo lya tio take to atio alize eleva t e to

d. The Ko ea Gove me t o i msthe ollowi gtime table o emoval o the ollowi g e to om
atio alizatio :

Automobile July 31 1989

E gi e o Ship July 31 1989

Sili o ma ga e e e o-alloy July 31 1989
Fe tilize Novembe 30 1990

The Ko ea Gove me twill edu e ub ta tiallythe umbe o emai i g eto litedi Atile7.2by
De embe 31 1989.

e. (i) A o thedateo thi lette o ly the ollowi gi dividual lawshave bee ide tiieda o tai i glo al equity
pa ti ipatio equieme t o oeig i ve tme t: ,



Petroleum e g Law

Mi g Law

F sher es Law

Pho ogram a d V deotape Ma u actur g Law

( ) The Korea Gover me twil de t a dmakepublcb Ju e30,1989,a otherlawsco ta gor
permtt glocalequt partcpato requreme ts or oreg vestme t.

. The Korea Gover me t wil take appropr ate steps to phase out all local equt partcpato requreme ts
dvduallaws o a expedtous bass, except orlocal equt partcpato requreme ts mposed orreaso s o
la dacqusto , explotato o la d or other resources, or ato al securt .

g () The Korea Gover me twil e surethatapplcato o Artcle 60 the Gudel es orForeg I vestme t s
co sste twih tspolc o Iberalzato o oreg vestme t.

( ) The Korea Gover me twile surethattheco dto so oreg vestme t sectorsreerredto Artcle
8 0 the Gudel es orForeg I vestme twilbe oless avorable tha those stpulated the Gudel es or
Foreg I vestme to Ja uar 1989.

( )B December 31, 1989, the Korea Gover me t wil repeal Artcle 5.2 o the Gudel es or Foreg
I vestme t.

(v) The Korea Gover me tco rmedthatb September 30, 1989, t wil el mi ate the requ reme t to submit a
tech olog tra serpla asparto theapplcato ora"hghtech" dustr tax exempto . The Korea
Gover me talsoco rmed that the export dustr tax exempto has bee elmi ated.

4. Per orma ce requ reme ts are requ reme ts to:
a. export goods or serv ces;

b. subst tute goods or serv ces rom Korea or mported goods or serv ces or accord pre ere ce to goods or
serv ces produced Korea;

c. use local co te ts;

d. accept or ach eve a gve level or perce tage o local equt ;
e. tra serorlce se, tech olog ;

. restr ct remitta ces related to vestme t;

g. I mit ma u actur g to prescr bed product | es;

h. ma u acture Korea; or

.sh tproducto ,dstrbuto or market g acltesortech questo Korea ato alsthrough gover me t-
mposed measures.

B. L beral zato Measures

1. The Korea Gover me twil add o sectors tothe egatvelst, orwil t move sectors rom the restr cted I st
to the proh b ted | st. Moreover, urther | beralzato o the egatvelstwilco t ueo a expedtousbass.

2. Sectors removed rom the egatvelstor olo ger subjectto Artcles 6,7, a d 8 o the Gudel es or Foreg
I vestme tor dvduallaws will ot be subjectto mposto o perorma cerequreme tso ew vestme t
appl cat o s subject to the terms o paragraph Al.

3. B December 31, 1989, the Korea Gover me twil developa ara dequtable pla orthe expedtous
removal o prevousl mposed per orma ce requ reme ts order to promote | beralzato o vestme ta dsoy



as not to disad anta istin irms with r sp ct to th ir ability to comp t inth Kor an mark t. Such plans
also willb d lop d or subs qu ntly lib raliz d s ctors.

C. Time rame or Appro al o In stment Applications

E cti July1, 1989, th Kor an Go rnment will appro ordisappro all or i nin stment applications
within si ty (60) days. I th Fin stor's application is not compl t , th Kor an Go rnment will in orm th

in stor as soon as possibl about additional in ormation n d d.I th 60-day p riod is not su ici nt or th
appro al o th applicationb caus o th n d ort chnical data ( . ., analysiso th n ironmental impact) or
b caus th applicantiss kin 'ta mptions in conn ction with his in stment, th applicant will b in ormed
within th 60-day p riod o th r asons orth d lay in appro al/disappro al and o th additional |l n th o time
which willb n d d orar spons .

D. Establishment Proc dur s

1.E «cti January 1, 1990, th Bank o Kor a willappro all or i nin stmentsinth manu acturin s ctor
(r ardl sso alu )notonth n ati listornots kin ta inc nti s ¢ ptthos with ity (50)p rc ntor
mor or i n quity. E cti January 1, 1991, th s in stments and thos with ity (50) p rc nt or i n quity
willnolon rb subj cttoBank o Kor aappro al and will b come subj ct to noti ication proc dur s as

d scrib d in para raph D3.

2. Th Kor an Go rnment will d lop and impl ment urth r pro r ssi or i nin stment lib ralization st ps
or both manu acturin and s r ic sdurin 1991 and 1992, includin pandin th a ailability o th noti ication
syst m and th Bank o Kor a appro al syst m.

3.E «cti January 1,1993,a or i nin storwillb allowed to proc d within stments in both manu acturin
ands r ic s ctorsthatar notonth n ati listorar notr rr dtoin para raph A3 within si ty (60) days
o noti ication to th Kor an Go rnment unl ssth in stmentis disappro d oron o th r asonssp cii din
para raph D4.

4. R asons or Disappro al

a. prot ction o national s curity;

b. th maint nanc o public ord r or prot ction o public h alth, morality or sa ty;

c. th ulillment o obli ations r latin to int rnational p ac and s curity;

d. in stment which will r sult in monopolistic or pr datory practic s in th domestic mark t; or
iolation o th Antitrust and air Trad Law.

5. By January 1, 1991, th Kor an Go rnment will r mo industry classi ication numb r 71912, tra la ncy
srics, romth n ati list, sothat ull or i n participation (i. ., on hundr d (100)Fp rc nt or i n quity)
willb p rmitt d. or i ntra la nci swillb accord dtr atmentno | ss a orabl than that accord d

dom stictra la nci swithr sp cttoall asp cts o th ir op ration.

6. Th Kor an Go rnment will d lop, by th  nd o 1989, a plan orimpro mento th istin t chnical

lic nsin noti ication syst m so that it will not includ th authority ( ormal or in ormal) orth r | ant ministry
or commissiontor qu stchan sinth t rmso t chnicallic nsih a r mentsb twe npri at partis, c pt
wh r n c ssary to liminat iolations o th Antitrust and air Trad Law.

7. Ad rtisin

a.E cti January 1, 1990, th Kor an Go rnment will p rmit majority or i n quity participation (i. ., up to
nin ty-nin (99) p rc nt or i n quity) inth ad rtisin a ncy busin ss. E cti January 1, 1991, th Kor an
Go rnment will not r quir any local quity participationin or i nin stmentsinth ad rtisin a ncy

busin ss (i. ., subsidiari s and all oth r orms o stablishment willb p rmitt d). E cti January 1, 1991, th F



advertisi  a e busi ess will be removed from the forei i vestme t" e ativeIist,a di vestme t therei
will be overed b the otifi atio s stemb Ja uar 1, 1993.

b. Firms i the advertisi a e busi ess whi h are partiall or full forei owned will be a orded treatme t
i all aspe ts of their operatio , a di parti ular, i this deali s with the Korea Broad ast Corporatio
(KOBACO) or a omparable su essor, o less favorable tha thata ordeda Korea orother o Korea
advertisi  firm.

The Korea Gover me t will e sure that KOBACO or a omparable su essor will operate u der tra spare t
pro edures.

8. Pharma euti als

a.B Jul 1,1989, the Korea Gover me t will permit full forei  parti ipatio (i.e., subsidiaries a d all other
forms of establishme t will be permitted) i i vestme tsi the busi ess of wholesali pharma euti al produ ts.

b. B Ja uar 1, 1990, the Korea Gover me t will remove i dustr lassifi atio umber 35224, i

"ma ufa ture of medi ame ts," from the e ative list so that forei pharma euti al ompa ies desiri toi vest
i Korea will olo erbe subje tto requireme tsforlo als thesis of produ ts or lo al equit parti ipatio (i.e.,
subsidiaries a d all other forms of establishme t will be permitted) -

. B Jul 1,1990, the Korea Gover me t will permit full forei  parti ipatio (i.e., subsidiaries a d all other
forms of establishme t will be permitted) i i vestme tsi the busi ess of wholesali osmeti s a d toiletries.

E. Ge eral Provisio s
1. O e established, all forei i vestme ts will be a orded atio al treatme t subje t to the terms of this letter.

2. Nothi i this letter dero ates from the ri hts of either Part u der bilateral a reeme ts or multilateral
a reeme ts to whi h both Parties adhere. Both Parties reserve their ri hts u der the Ge eral A reeme to
Tariffs a d Trade.

3. Both Parties a ree that the ter sa d o ditio s of this letter are to remai u impaired b restri tio s or
requireme ts dire tl ori dire tI affe ti forei i vestme t.

4. Nothi i this letter prejudi es the positio s either Part ma takei the Uru ua Rou d of Multilateral Trade
Ne otiatio s.

5. Both Parties a ree to o sult at the request of either Part o er i -a matterrelati to this letter.

This letter refle ts our mutual u dersta di  of the a tio s that the Korea Gover me t has a reed to take with
respe ttoi vestme ti Korea.

Si erel ,

[si ature]

To Ji Park

Ambassdor™

THE UNITED STATES TRADE REPRESENTATIVE
Exe utive Offi e of the Preside t

Washi to . D.C. 20508

Ma 19, 1989

The Ho orable To  Ji Park

Ambassador -



Embassy o publico Kor W-
2370 Massac us s Av nu , N.

s ing on, D.C. 20008
D ear Ambassador Park:

I av onor o acknowl dg r c ip o yourl rda d May 19, 1989, conc rning ac ions Kor an
&ov rnmen as agr d o ak conc rninginv s men in Kor a. Your | rr ads as ollows:

"D ear Ambassador Hills:

I av onor or r o r cn consul aions Id

b w nrprsnaivso Gov rnmen o public o

Kor a (Kor an Gov rnmen ) and Gov rnmen o Uni dSa so America (U.S. Gov rnmen ) r garding
inv s men in Kor a. Asar sul o s consul a ions, Kor an Gov rnmen asagr d o ak ollowing
ac ions:

A. P rormanc quir men s

1.E civ July 1, 1989, Kor an Gov rnmen will no ormally or in ormally impos p r ormanc
r quir mensona or igninv sorasa rmorcondiiono p rmi inganinv s men inis rriory, orasa
condi ion orr c ip 0 anyinc niv .

2.0nc s ablis d,all or igninv s men willb accord d naional r a men subj ¢ o ollowing:

Q

. Exc pions onaional r amen mayonlyb appli d orr asons o land acquisi ion, xploi a ion o land or
O rr sourc s,ornaionals curiy.

b. P rormanc r quir men swillno b appli d ormally orin ormally xc p a imposi ion on a na ional

r amen basiso p rormanc r quir men sin xc p ional circums anc s and in a mann r whic will no

g n ra signiican dis orions oin rnaional rad andinv s men isno aviolaiono isagr men,

provid d a suc r quir mensni r av c o discrimina ing agains or igninv s ors nor ar  xpor
r quir men s.

c. In vn a in rsso a origninvsorar all gd ob impair dasar sul o imposi ion o a
p rormanc 'r quir men on ana ional r a men basis, Kor an Gov rnmen agr s o consul wi U.S.
Gov rnmen upon la r'siniiaiv and o ak s ps o limina suc impairmen wi innin vy (90) days, i

suc impairmen Xis s.

3. No wi s anding paragrap Al, asa ransiionals p o ull or ign quiy par icipa ion, or igninv s men

may b subj c sol ly olocal quiy paricipaionr quir mens, und rAricl s5.40 Guid lin s or For ign

Inv s men, inv s men p mission r quir men in Aricl s 6, 7, and 8 o said Guid lin s and und r xis ing

individual laws, subj ¢ o ollowing:

a. Impl men a ion or amendmen o Guid lin s or For ign Inv s men willb insuc amann ras o
ncourag ra r anr sric or igninv s men .

b.W  Kor an Gov rnmen will limi applica iono Aricl 7.1 o ar as o busin sscov r daso da o
is | r.

c. T Kor an Gov rnmen will limi applica ion o Aricl 7.20 Guid lin s or For ign Inv s men , whic

impos s local quiyr quir mens, osuns indusri s or whic Kor an Gov rnmen bansinv s men by

domes ic irms and will apply suc provisions only in xc p ional circums anc s. T Kor an Gov rnmen will
nsur a measur s ak nund r isAricl ar no only acions ak n oraionaliz r | van s c ors.

d. T Kor an Gov rnmen con irms ollowing ime abl orr moval o ollowing s c ors rom

ra ionaliza ion: W



Automobil ul 31, 1989

Engin for Ship ul 31, 1989

Silicon mangan f rro-allo ul 31, 1989
F rtiliz r ov mb r 30, 1990

Th Kor an Gov rnment will r duc ub tantiall th numb rof r maining ctor li t din Articl 7.2 b
De mb r 31, 1989.

. (i) A ofth dat ofthi | tt r, onl th following individual lawshav b nid ntifi d a containing local quit
participation r quir ment for for ign inv tment:

(ii) P trol um R fining
Law Mining Law

Fi hri Law
Phonogram and Vid otap
Manufacturing Law

(ii) Th Kor an Gov rnment will id ntif and mak publicb un 30, 1989, an oth r lawscontaining or
p rmitting local quit participation r quir ment for for igninv tment.

f. Th Kor an Gov rnment will tak appropriat t p to pha outalllocal quit participation r quir ment in
individual lawson an xp ditiou ba i , xc ptforlocal quit participation r quir ment impo dforr a on of
land acqui ition, xploitation of land or oth rr ourc , or national curit .

g (i) Th Kor an Gov rnment will n ur that application of Articl 6 of th Guid lin for For ign Inv tmenti
con i t ntwith it polic of lib ralization of for igninv tment.

(ii) Th Kor an Gov rnment will n ur thatth condition of for igninv tmentin ctor r f rr d toin Articl 8
of th Guid lin for For ign Inv tmentwillb nol favorabl than tho tipulat d inth Guid lin for
For ign Inv tment of 3anuar 1989.

(iii) B De mb r 31, 1989, th Kor an Gov rnment will r p al Articl 5.2 of th Guid lin for For ign
Inv tment.

(iv) Th Kor an Gov rnment confirmed thatb S pt mb r 30, 1989, it will liminat th r quir mentto ubmita
t chnolog tran f r plan a part of th application for a "high t ch" indu tr tax x mption. Th Kor an
Gov rnment al o confirmed that th  xport indu tr tax x mptionha b n liminat d.

4. P rformanc r quir ment ar r quir ment to:
a. xportgood or rvic ;

b. ub titut good or rvic from Kor a for import d good or rvic oraccordpr f r nc togood or
rvic produc din Kor a;

c.u local cont nt ;

d. acc ptorachi v agivnl v lorp rc ntag oflocal quit ;
.tran f rorlic n t chnolog ;

f.r trict r mittanc r lat d toinv tment;

g. limit manufacturing to pr crib d product lin ;

h. manufactur in Kor a; or N



i. shift p tin, istib ti n ma keting fa ilities te hnig est K ean nati nalsth ghg ve nment-
imp se meas es.

B. Libe alizati n Meas es

1. heK ean Gove nmentwilla n set st thenegativelist, n willit moveset sf mthe estite list
t the p hibite list. Moe ve, f the libe alizati n f the negative list will ntin e n an expe iti s basis.

2.Set s emove f mthe negativelist n | nge s bjett Atiles6,7.an 6 ftheGu elinesf F eign
Investment in ivi allawswilln tbes bje tt imp siti n fpef man e eq i ements n new investment
appli ati nss bje tt thete ms fpa ag aph Al.

3. By De embe 31, 1989, the K ean Gove nment will evel pafai an eq itable planf the expe iti s
em val fpevi slyimp se pef man e eq i ementsin e t p motelibe alizati n finvestmentan s
asn tt isa vantage existing fi ms with espe tt thei ability t mpete in the K ean ma ket. S h plans
als will be evel pe f s bseqg ently libe alize se t s.

C. imeFameF App val fInvestment Appli ati ns

Effe tive J ly 1, 1989, the K ean G ove nment will app ve isapp ve all f eign investment appli ati ns
within sixty (60) ays. If the invest 's appli ati nisn t mplete, the K ean Gove nment will inf m the
invest ass nasp ssibleab ta iti nalinf mati nnee e . Ifthe 60- aypei isn ts ffi ientf the
app val ftheappli ati nbe a se fthenee f te hni al ata (e.g., analysis fenvi nmental impa t)

be a se the appli ant is seeking tax exempti nsin nne ti n with his investment, the appli ant will be inf me
within the 60- ay pe i fthe eas nsf the elayinapp val/ isapp valan fthea iti nallength ftime
whi h willbe nee e f a esp nse.

D. EstablishmentP e es

1. Effe tive Jan a y 1, 1990, the Bank fK ea willapp ve all f eign investments in the man fa t ingse t
(ega less fval e)n t nthe negativelist n tseeking tax in entives ex ept th se with fifty (50) pe ent
mo e f eign eq ity. Effe tive Jan a y 1, 1991, these investments an th se with fifty (50) pe entf eign eq ity
willn | nge bes bje tt Bank fK eaapp valan willbe mes bjett ntifiatinp e esas

es ibe in pa ag aph D3.

2. heK ean Gove nment will evel pan implementf the p g essivef eigninvestment libe alizati n steps
f b thman fat ingan sevies ing 1991 an 1992, in | ing expan ing the availability fthe n tifi ati n
system an the Bank fK eaapp val system.

3. Effe tiveJan ay 1, 1993, af eigninvest willbeall we t p ee withinvestmentsinb thman fa t ing
an sevieset sthataen t nthenegativelist aent efe e t inpa ag aph A3 within sixty (60) ays

fn tifi ati nt the K ean Gove nment nless the investmentis isapp ve f ne fthe eas ns spe ifie in
pa ag aph D4.

4. Reas nsf Disapp val

a.p teti n fnati nalse ity;

b. the maintenan e fp bl e p teti n fp bli health, mo ality safety;

. the f Ifillment f bligati ns elatingt inte nati nal pea ean se ity;

. investment whi h will es Itin mon p listi peat ypatiesinthe mesti ma ket;
e.vi lati n fthe Antit stan Fai a e law.

5.ByJan ay 1, 1991, the K ean Gove nment will emove in sty lassifi ati nn mbe 71912, t avel agen y

se vi es, f m the negative list, s thatf Il f eign pa ti ipati n(i.e., neh n e (100) pe entf eigneq ity)

will be pe mitte . F eign t avel agen ies will be a e teatmentn lessfav able than thata eT
mesti t avel agen ies with espe tt all aspe ts fthei pe ati n.



6. The Ko e e me twill de elop, by thee d of 1989, pl fo imp o eme tof the existi tech ic |
lice si g otifig tio system soth titwill oti cl dethe tho ity (fo malo i fo mal)fo the ele tMiisty
o Commissio to eq estch gesi thete msoftech ic Ilice si g g eeme ts betwee pi tep tiesexcept
whe e ecess ytoelimi te iol tio softheA tit st dFi T delL w.

7. Ad e tisi g
. Effecti e ] y 1, 1990, the Ko e e me twill pe mit majo ity fo eig eq ity p ticip tio (i.e., pto
i ety- i e (99) pe ce tfoeig eq ity)ipthe d etisi g ge cyb si ess. Effecti e y 1, 1991, the Ko e
e me twill ot eqie vylocleqityp ticip tio i foeig i estme tsi the d etisi g ge cy
b si ess (i.e., s bsidi ies d Il othe fo ms of est blishme t will be pe mitted). Effecti e J y 1, 1991, the
d etisi g ge cyb si esswillbe emo ed fomthefoeig i estme t" eg ti elist," di estme tthe ei
will be co e ed by the otific tio system by J y 1, 1993.

b. Fimsi the d etisi g ge cyb si esswhich ep tillyo f llyfoeig -owned will be cco dedte tme t
i ll- spects of thei ope tio, di p ticl ,i thei de li gswiththeKoe B o dc stCo po tio
(KOBACO) o ycomp bles ccesso, olessf o bleth tht ccoded yKoe o othe o -Koe

d e tisi g fi ms.

c. The Ko e e me twille s eth t KOBACO o y comp bles ccesso willope te de t sp et
poced es. ¢

8. Ph mace tic Is

.ByJ ly1, 1989, the Ko e e me twill pe mitf Il fo eig p ticip tio (i.e., s bsidi ies d Il othe
fo ms of est blishme t will be pe mitted) i i estme tsi theb si ess of wholes li g ph mace tic | p od cts.
b. By J y 1, 1990, the Ko e e me twill emo ei d sty cl ssific tio mbe 35224, "ma fct e

of medic me ts," f om the eg ti glistsoth tfo eig ph mace tic lcomp iesdesii gtoi esti Koe will
olo ge bes bjectto eq i eme tsfo loc | sy thesisof pod ctso loc | eq ity p ticip tio (i.e., s bsidi ies
d Il othe fo ms of est blishme t will be pe mitted).

c.ByJ ly 1, 1990, the Ko e e me twill pe mitf Il fo eig p ticip tio (i.e., s bsidi ies d Il othe
fo ms of est blishme t will be pe mitted) i i estme tsi theb si ess of wholes li g cosmetics d toilet ies.

E. ee |IPoisios
1. O ce est blished, Ilfoeig i estme tswillbe ccoded tio Ite tme ts bjecttothe te ms of this lette .

2. Nothi gi this lette de og tes f om the ights of eithe P ty de bil te | g eeme tso m ltil te |
g eeme ts to which both P ties dhe e. Both P ties ese e thei ights de the e |Ag eeme to

T iffs dT de. e
3. Both P ties g eeth tthete ms dco dtio sof thislette eto emai imp i ed by estictio so
eq i eme tsdiectly o i diectly ffecti gfoeig i estme t.

4. Nothi gi this lette p ej dices the positio s eithe P tymayt kei theU g yRo dofMltil te IT de
Negoti tio s.

5.Both P ties geetoco s It tthe eq estofeithe P tyco ce i g ymatte el ti gto thislette.

This lette eflectso m t | dest di gofthe ctio sth tthe Ko e e me th s geedtot ke with
especttoi estme ti Ko e . o

Si ce ely,

To g-Ji P k

Amb ss do " u



I am please firm ha hisex ha ge fle ersisamuualu ersa i gbewee ur wog ver me s
erighea i s ha heKrea g ver me hasagree ake wi h respe i vesme i K rea.

Si erely,
[sig a ure]

arla A. Hills
THE UNTED STATES TRADE REPRESENTATNE
Exe u ive Offi e f he Presi e
Washi g , D. . 20506
May 19, 1989
TheHo rableT g-Ji Park
Ambassa r
Embassy f he Republi fK rea
2370 Massa huse s Ave ue, N.W.
Washi g , D. .20008
Dear Ambassa r Park:

I have he h r ak wlegereeip fy urle er ae May 19, 1989, erig hea i s heK rea
Gover me has agree ake erigivesme i Krea.Yurle errea sasf Il ws:

"Dear Ambassa r Hills:

I have he h r refer here e sulai shel be wee represe aives f he Gover me f he
Republi fK rea (K rea Gover me )a he Gover me f heUie Saes fAmeri a(U.S. Gover me )
regar i gi vesme i K rea.Asaresul f hese sulai s, heK rea Gover me has agree ake he
fll wiga i s:

A. Perf rma e Requireme s

1. Effe iveJuly 1, 1989, he K rea Gover me will f rmally ri f rmally imp se perf rma e
requireme s af reig i ves rasa erm r ii fpermi i ga i vesme i is erri ry, rasa
ii frreeip fayi e ive.

2.0 eesablishe ,allf reig i vesme willbea r e ai al reame subje he f Il wi g:

a.Ex epi s ai al reame may lybeapplie frreas s fla a quisii ,expliai fla r
herres ures, r ai alseuriy.

b. Perf rma e requireme s will be applie f rmally ri f rmally ex ep ha imp sii a ai al
rea me basis fperf rma erequireme si ex epi al irumsa esa i ama erwhihwill

ge era e sig ifi a is ri s i erai al raea ivesme is avilai f his agreeme ,

pr vi e ha su hrequireme s eiher have he effe f isrimi ai gagai s freig i ves rs rareexp r
requireme s.

.I heeve ha hei eress faf reig i ves rare allege be impaire asaresul f heimp sii fa
perf rma e requireme a ai al reame basis, he K rea Gover me agrees sul wi h he U.S.
Gover me up hela er'si iiaivea ake s eps elimi a esu himpairme wihi i ey (90) ays, if

su h impairme exiss. C



3. Notwit t igprgrp Al tr itio | tep to full foreig equity p rticip tio , foreig i ve tme t

may be ubject olely to loc | equity p rticip tio requireme t ,u erArticle 5. oft e Gui eli e for Foreig
I ve tme t, t ei vedtme tpemi io requireme ti Article 6, 7, 8of i Guielie u erexitig
i iviull ws ubjecttot e followi g:

. Impleme t tio or me me toft e Gui eli e for Foreig I ve tme twillbei uc ma er to
e cour ger t ert re trict foreig i ve tme t.

b. T e Kete Gover me twill limit pplic tio of Article 7.1tot e re ofbui e covere oft e teof
ti letter.

c. T eKore Gover me twill limitt e pplic tio of Article 7.2 of t e Gui eli e for Foreig I ve tme t, whic
impo e loc | equity requireme t ,to u eti u trie forwhic t e Kore Gover me tb i ve tme t by
ome tic firms will pply uc proviio o lyi exceptio |circumst ce .T e Kore Gover me twill

e uret tme wure tke u erti Article re ott eoly ctio t ke tor tio lizerelev t ector.

. T eKore Gover me tco firmst e followi g timet ble for remov | of t e followi g ector from
r tio liz tio :

Automobile July 31, 1989

E gi e forS ip July 31, 1989

Silico ma g e e ferro- lloy July 31, 1989
Fertilizer November 30, 1990

T eKore Gover me twillre uce ubt tillyt e umberofremai i g ector li te i Article 7.2 by
December 31, 1989.

e.(i)A oft e teofti letter,o lyt efollowi gi ivi ull ws vebee i e tifie co tii gloc |equity
p rticip tio requireme t for foreig i ve tme t:

(i) Petroleum Refi i gL w

MiigLw

Fi erie L w

P o ogrm Vi eot pe Ma uf cturi gL w

(i) T e Kore Gover me twilli e tify make public by Ju e 30, 1989, vyot erl wsco ti i gor
permitti g loc | equity p rticip tio requireme t for foreig i ve tme t.

f. T e Kore Gover me twillt ke ppropri te tep top eout Illoc | equity p rticip tio requireme t i
i iviull wso expe itiou b i, except for loc | equity p rticip tio requireme t impo e forre o of
| cqui itio , exploit tio of | or ot erre ource ,or tio | ecurity.

g (i) T eKore Gover me twille uret t pplic tio of Article 6 of t e Gui eli e for Foreig I ve tme ti
co ite twit it policy of liber liz tio of foreig i ve tme t.

(i) T e Kore Gover me twille uret tt eco itio offoreig i ve tme ti ector referre toi Article 8
oft e Gui eli e for Foreig I ve tme twillbe ole f vor blet t oe tipul te i t eGui eli e for
Foreig I ve tme tofJ wu ry 1989.

(iii) By December 31, 1989, t e Kore Gover me t will repe | Article 5.2 of t e Gui eli e for Foreig
I ve tme t.

(iv) T e Kore Gover me tco firme t tby September 30, 1989, it will elimi tet e requireme tto ubmit
tec ology tr fer pl p rtoft e pplic tio for " ig tec "i u tryt x exemptio . T e Kore
Gover me t loco firme t tt eexporti u tryt x exemptio bee elimi te . 4



4. Perfor ere uirerne ts rere uireme ts to:

. export goods or servi es;

b. substitute goods or servi es fro™ Kore forimP

servi es produ ed i Kore ;

orted goods or servi es or ord prefere e to goods or

.uselo | o te ts;
d. ept or hieve give levelorper e t geoflo |e uity;
e.tr sferorli e sete h ology;

f restri tre™tt esrel tedtoi vest™© t;

g. M uf turi g to pres ribed produ tli es;
h. uf turei Kore ; or
i. shift produ tio , distributio or rketi g f ilities orte h i ues to Kore tio Is through gover me ¢

i osed M€ sures.

B. Liber liz tio Me sures

1. The Kore  Gover M€ twill dd o se tors to the eg tive list, or will it MOye se tors fro™ the restri ted list

te the prohibited list. Moreover, further liber liz tio of the eg tive list will o ti uee expeditious b sis.

2. Se tors re™Oved fro™ the eg tive list or olo ger subje tto Arti les 6, 7. d 6 of the Guideli es for Foreig
I vest™€ tori dividu || ws will ot be subje t to iMPositio  of perfor ere uire€ tso  ewi vest™€ t
ppli tio s subje tto the ter™® of p r gr ph Al.

3. By De e er 31, 1989, the Kore Gover ME ¢ will develop f ir de uit blepl forthe expeditious

re ov | of previouslyi osed perfor ere uire™€ tsi orderto pro te liber liz tio ofi vest" t dso
s ottodis dv t geexisti g fir™S with respe t to their bilityto o etei the Kore rket. Su hpl s
Iso will be developed for subse ue tly liber lized se tors.

C. TiM€ Fr 7€ For Approv 1 of I vest™® t Appli tio s

o
Effe tive July 1, 1989, Ft)he Kore  Gover t will pprove or dis pprpve |l foreig i vest t ppli tio s
withi sixty (60) d ys. If the i vestor's ppli tio is ot omplete, the Kore  Gover t willi for™ the
i vestor ssoo s possible bout dditio |i for tio eeded. If the 60 d y period is ot suffi ie t for the
pprov | of the ppli tio be useofthe eedforte hi Idt (e.g., lysis of e viro t 1imP t) or
be usethe ppli tisseeki gt x exeme tio si o e tio with hisi vest t, the ppd twillbei for
withi the 60 d y period of the re so s forthedel yi pprov I/dis pprov | dofthg dditio Ile gth of time
whi h will be eeded for respo se.

med

D. Est blish™€ t Pro edures e

1. Effe tiveJ u ry 1, 1990, the B k of Kore will pprove Il foreig i vest™€ tsi the uf turi g se tor

(reg rdless of v lue) oto the eg tivelistor otseeki gt xi e tives ex ept those with fifty (50) per e tor
re foreig e uity. Effe tiveJ wu ry 1, 1991, these i vest ts d those with fifty (50) per e t foreig e uity

will o lo ger be subje tto B k of Kore pprov | dwillbe o subje tto otifi tio pro edures s

des ribedi p r gr ph D3.

2. The Kore  Gover M€ t will develop d iMP1eME ¢ further progressive foreig i vest™€ tliber liz tio steps

for both uf turi g dservi esduri g 1991 d1992,8 Iudi gexp di gthe v il bility of the otifi tio
system dthe B k of Kore pprov | system' €

3. Effe tive] u ry 1, 1993, foreig i vestor will be llowed to pro eed with i vest tsi both uf turi g -
dservi ese torsth t re oto the eg tivelistor re otreferredtoi p r gr ph A3 withi sixty (60)d ys



of notification to t o an v nmentunl sst inv stmentis disapp ov d fo on oft asons sp cifi din
pa ag ap D4. o

4. R asons fo Disapp oval

a. p ot ction of national s cu ity;

b.t maint nanc of publicod o p ot ction of public alt , mo ality o saf ty;

c. t fulfilment of obligations lating to int national p ac and s cu ity;

d. inv stment whic will sultin monopolistico p dato y p actic sint domesticma k t; o
. violation of t ntit ust and Fai T ad Law.

5.ByJanuay 1, 1991, t o an v nmentwill mov industy classification numb 71912, t av | ag ncy
s vics,fomt n gativ list, so§ at full fo ign pa ticipation (i. ., on und d (100) p c ntfo ign quity)
willb p mitt d. Fo igntav lag nci swillb accod dt atmentnol ssfavo abl t ant ataccod d

dom stict av | ag nci s wit sp cttoallasp ctsoft i op ation.

6. T o an v nmentwilld v lop, byt nd of 1989, a plan fo imp ov ment of t xisting t ¢ nical

lic nsing notifigation syst m so t at it will not includ t aut o ity (fo mal o info mal) fo t | vant Minist y
o Commissionto qu stc ang sint t msoft c nical lic nsihngag mentsb twe npivat pati s xc pt
wh n c ssayto liminat violations of t ntit ust and Fai Tad Law.

7. dv tising

a. Eff ctiv Januay 1, 1990, t o an v nment will p mit majo ity fo ign quity pa ticipation (i. ., up to

nin ty-nin (99) p c ntfo ign quity)igt adv tising ag ncy busin ss. Eff ctiv Januay 1, 1991, t 0 an
v nment will not qui any local quity pa ticipation in fo igninv stmentsint adv tising ag ncy

pusin ss (i. ., subsidia i s and all ot fo ms of stablis ment willb p mitt d). Eff ctiv Januay 1, 1991, t

adv tising ag ncy busin ss will b mov dfomt fo igninv stment"n gativ list," and inv stmentt in

willb cov dbyt notification syst m by Janua y 1, 1993.

b. Fimsint adv tising ag ncy busin sswhic a pa tially o fully fo ign-own d willb accod dt atment
in all-asp ctsoft i op ation, and in pa ticula,int i d alings wit t 0 an B oadcast Co po ation

( OB CO) o any compa abl succ sso, nol ssfavoabl t ant ataccod dany o ano ot non- o an
adv tising fi ms.

c. T o an v nmentwill nsu t at OB CO o any compa abl succ sso willop at und tanspa nt
pocdu s. o

8. P a mac uticals

a. By July 1, 1989, t o an v nmentwill p mitfull fo ign pa ticipation (i. ., subsidia i s and all ot
fo ms of stablis ment willb p, mitt d) ininv stmentsint busin ss of whol saling p a mac utical p oducts.

b. By Janua y 1, 1990, t o an v nmentwill mov indust y classification numb 35224, "manufactu

of m dicaments," fomt n gativglistsot atfo ignp a mac utical compani sd siingtoinv stin o a will
nolong b subj ctto quiAmentsfo local synt sis of p oducts o local quity pa ticipation (i. ., subsidia i s
and all ot fo ms of stablis ment willb p mitt d).

c. By July 1, 1990, t o an v nmentwill p mitfull fo ign pa ticipation (i. ., subsidia i s and all ot
fo ms of stablis ment willb | mitt d) ininv stmentsint busin ss of whol saling cosmetics and toil ti s.

E. n al P ovisions
1. Onc stablis d, all fo igninv stments willb acco d d national t atmentsubj cttot t msoft isl tt

2. Not ingint isl tt d ogat sfomt ig ts of it Pa ty und bilat alag mentso multilat al
ag ments towhc bot Pati sad .Bot Patis s v t i igtsund t n al g mentonA



Tariffs an Tra

oth Parti sagr thatth t rmsan con tions of this| tt rar tor main unimpair by r strictions or
r quir ments ir ctly orin ir ctly aff cting for ign inv stment

4 Nothing in this | tt r pr ju ic sth positions ith r Party may tak inth ruguay Roun of Multilat ral Tra
N gotiations

5 oth Parti sagr toconsultatth r qu stof ith r Party conc rning any matt r r lating to this | tt r

This | tt rr fl cts our mutual un rstan ing of th actions that th Kor an Gov rnment has agr to tak with
r sp cttoinv stmentin Kor a

Sinc r ly,
Tong-Jin Park
Ambassa or"

Iam pl as to confirm that this xchang of | tt rsis a mutual un rstan ingb twe n our two gov rnments
conc rning th actions that th Kor an gov rnment has agr to tak with r sp cttoinv stmentin Kor a

Sinc r ly,

[signatur ]

Carla A Hills

FOR IMMEDIATE RELEASE 89-50

May 18, 1989 Contact: Clair  uchan
(202) 95- 2 0

OFFICE OF THE NITED STATES

TRADE REPRESENTATIVE

EXEC TIVE OFFICE OF THE PRESIDENT
WASHINGTON

20506

HILLS: KOREA TO LI ERALIZE TRADE AND INVESTMENT

nit Stat sTra R pr s ntativ Carla A Hills to ay announc that Kor a has agr to lib raliz con itions
for for ign inv stment an to liminat significant import barri rs Th s agr mentswillb sign n xtwe k

"Kor a's mark t op ning measur s will bring r al an substantial b n fits to American an oth r xport rs an
inv stors," Hills sai

"Th s agr mentscr at aus fulpr ¢ ntforth , ruguay Roun an bilat ral n gotiations which will
str ngth nth global tra ing syst m. We r main committ to furth r mark t op ning in Kor a, sp cially in
agricultur "

Th inv stment agr ment will r sultin r moval of p rformanc r quir ments on for ign inv stors in Kor a an
r plac ment of a scr ning syst m with a simpl notification proc ur for most for ign inv stments

P rformanc r quir ments, such as con itions that a pro uc r xport a ¢ rtain portion of his pro uction, hav
cr at  significant istortions in th int rnational tra ing syst m.

Kor a also will fully op nits mark t to for ign trav | an a v rtising ag nci san whol sal rs of pharmac uticals
an cosmetics It also will r mov r quir ments that pharmac utical compani s pro uc th ir pro ucts in Kor a U



Koreawi er aei "borderco ure"praciceofba i g iMPor o pro ec ew oca produc io . Korea ha
i defi iey upe dedi reguaio requiri gburde o ci ica e i g of foreig pharmaceu ica produc i

Korea.I wi a o adop iMPified iMPor procedure for co ic a dfood abe i ga di agreed o recog ize
a dwaivequaiyi pecio require for er aio a yrecog ized a dard or cer ifica io rk .
The wo goveir me have o bee abe oagreea hi iM€ o addiio a iberaizaio ™M€a ure for

agricu ura produc .o Apri he Korea Gover M€ & ou ced iberaiza io by 1991 of 243 agricu ura a d
fi herie produc . However, heU iedSae i reque i g€fur her iberaizaio . GATTfi di g uppor he U.S.
a do hercou rie 'reque for further iberaiza io of Korea' agricu ura iMPor re ricio

OUTLINE OF THE U.S.-ROK LOCALIZATION AGREEMENT

The May 19 U.S.-Korea ocaiza io agreerne addre e 8 u erofKorea poicie a dprocedure which
have adver ey affec ed U.S. expor o Korea. Fo owi gi a u ry of oM of he key e e™®  of hi rade
agree

mo

"border co ure " -- Korea' Tech o ogy Deve Opme Pro io a dPhar"@ceu ica Affair awswi be revi ed i
19 9 oei™ ae he borderco ure provi io which a ows he'?]qga i du ry,o cei begi producio ofa ew
produc i Korea, oreque ha iMPor  of ha produc beba ed.A exi i gborderco ure ME€3 ure wi be
er i aedbyJuy 1990 -- o ew borderco ure wi bei voked effec ivei diaey;

" pecia aws' -- Korea' 39i du ry pecific awswi be Ma4e GATT-co i e ad ra pare ;

pre—impor o ificaio --i du rya ociaio i vo ve™€ pre—impor oificaio wi beei™ a ed;
procedure wi be iMP ified a d expedi ed;
cu o procedure --Korea cu o reguaio ,procedure a dappea proce wi be de MOre

ra pare a dwi beappiedu ifor ya dexpediiou y;

a dard -- Korea wi exe fro™M quaiyi pecio i er aio a y-recog ized a dard M a dMark fro
we -k ownpubicorga izaio i foreig cou rie ; areview of Korea' quaiyi pecio procedure wi be
u der ake wihaview ohar™ izaio wih deve oped cou ry procedure ,i cudi g ef-8er ificaio ;
food abe i g --i for™@ io requireme wi be re axed effec ive Augu 19 9;

. mme

co eic -- e iga dregi raio procedure wi berevieda d ub™ ed for co 8 by Sep ember 19 9

adiMPeMe eg by March 1990; by Sep eMPer19 9 eparae e i gwi o be required for produc co or;
whe whoe ai g ofco Meic i ope_ed oforeir% par icipa io i Juy 1990, foreig c0™Pa ie wi o have o

. . . m
re-regi er heir produc i order o ke heM i Korea;

phar dceuica -- good ci ica pracice reguaio wi berevi eda dare u pe deda draf ed.
Noe: Thi i a ou i e--pea eread he agreerne for Mre de ai a d he au hori a ive ex .

GEarp; 5-5- 9

202/395-6 13

THE AMBASSADOR EMBASSY OF THE REPUBLIC OF KOREA
TONG-JIN PARK WASHINGTON,D C

May 19, 19 9

The Ho orab e Cara A. Hi

The U iedS ae Trade Repre e a ive

Office of he U.S. Trade Repre e a ive

600 Seve ee hSree, N.W, 8



Washingt n C 20506
ar Ambassad r Hills:

Fhavethe h n rt refert the recentc ns Itati ns held between representatives fthe Government f the
Rep blic fK rea (K rean Government) and the Government f the United States f America (U S G overnment)
regarding certain f K rea's practices with respectt b rder cl s re standards and testing req irements and

c st mspr ced res Asares It fthesec ns Itati ns K rea has agreed t take the f Il wing acti ns:

A Imp rt Restricti ns

1 By September 20 1989 the K rean G overnment will s bmit amendments t its Nati nal Assembly t repeal
b rdercl s repr visi ns ie intheTechn | gy vel pment Pr moti n Law Article 8 2 and the Pharmace tical
Affairs Law Article 72-4 e

2 Up n passage by the Nati nal Assembly f amendments referred t in the preceding paragraph the K rean
G overnment will revise relevant reg lati nst implement these amendments by April 1 1990

3 The K rean G overnment will terminate all remaining b rdercl s re meas resby J ly 1 1990 and effective
immediately will n tinv ke any new b rder cl s re meas res Up n receipt f Ministry f Health and S cial
Affairs (MOHSA) imp rt registrati n these pr d cts will be s bjectt simple imp rt rep rting/n tificati n

pr ced res (See attachmentf ralist fpr d cts affected by b rder cl s re meas res and the timetable f r
imp rt liberalizati n)

4 The K rean Government will d its tmostt ens re that the applicati n f the safeg ards pr visi ns f
K rea's F reign Trade Law will be ¢ nsistent with Article XIX f the General Agreement n Tariffs and Trade
(GATT)

5 The K rean G overnment will apply the pr visi ns f Ministry f Health and S cial Affairs N tice 89-12 entitled
"The G ideline f r Man fact ring and Man fact red Items regarding Pharmace tical Pr d cts"s lelyt imp rts
and man fact res f Ginkg leaf extracts and finished pr d cts ¢ ntaining s ch extracts This n tice will n t be

extended t applyt any therpr d ct

6 The K rean Government will c ntin et review its "individ al" laws in rdert expediti sly identify and
change th se pr visi ns and meas res which are n t ¢ nsistent with its GATT bligati ns and t enhance
transparency In the interim, neither these laws n r their applicati n will-be made more restrictive

7 Effective immediately the K rean G overnment will ens re that any req irement f r pre-imp rtrep rting r
n tificati nd es n tcreate any bstaclest trade

8 Exceptf rthep rp se fp blic health safety and envir nmental preservati n by cember 31 1989 the
K rean G overnment will draft and implement a plant red ce r eliminate pre-imp rtagep rting/n tificati n
req irements and t phase t participati n find stry ass ciati ns in the pre-imp rt rep rting/n tificati n

system.

9 The K rean Government ¢ nfirms that the pre-imp rt fee f r pharmace tical pr d cts has been eliminated and
that the nly remaining pre-imp rt rep rting/n tificati n fee c llected by the Medical vice Man fact ring
Ass ciati n will be eliminated by J ly 1 1989 e

10 By Oct ber 1 1989 the K rean G overnment will simplify d ¢ mentati n req irements f r pre-imp rt
rep rting/n tificati n and will ens re that pre-imp rt appr val nder s ch a system is iss ed expediti sly

11 The K rean G overnment will ens re that its ¢ st ms reg lati ns pr ced res and appeals pr cess are
transparent and apply in a nif rm and expediti s manner

B Standards

1 The K rean Government will n tify t the GATT Agreement n Technical Barriers t Trade trade-related
standards and technical reg lati ns which are n t based n well rec gnized internati nal standards r which u



deviate f my e tanda d .

2.Unde t elIndu tial P duct Qualityc nt |Law,t e K ean Gove nMCnt will exclude f M pi uality
in pecti ninte nati nally- ec gnized tanda d ce tificati n Ma and M@k £ ™ well-kn wn public
ganizati n inf eignc untie .

3.By Augu t1,1989,t e K ean Gove nM€nt will (a) accept a ingleindicati n ffe neq nf dp duct
label ¢ niting ft e "be tbef e" date and (b) will pe Miue fdla nam€"f c | and flav ing (e.g.,
"a tificialc | ")wit t eexceptin ftecl Yell w5.T eK ean Gove n™€nt will ann unce and publicize n
late t an June 30, 1989, it deci i nt acce%t uc labeling effective n Augu t1, 1989. T e K ean

Gove nmentmayp ibitt eue fcla na " f cl ,inadditi nt Yell wb5,if uc c | aep vent
cau e ealt p ble

4. a) By Septembe 1,1989,t eK eanGoven ntwilln tifyt t eAg eeM€nt nTec nical Ba ie t Tade

evi ed egulati n n|13e tainingt te tingand egi tati n e ui eMent f ¢ MSic.Ind afting uc eqgulati n,
t e K ean Gove n"'Cnt will take int acc unt elevant inte nati nal p actice .

b) Suc evi edp cedu e will beiMPleMEnted by Ma ¢ 1, 1990.
e

c) T eK ean Gove nM€nt ¢ nfi t at effective i diately, whe enQ ductte tingi e uied, t e numbe f
a ple e ue ted will be iMtedt t e Mhi nece ayt pef ade uate te ting.
d) By Septembe 1, 1989, epa atete tingwilln tbe e uiedf wvaiatin inp ductc |

e)T eK ean Gove nM€nt ¢ nfi t atitd e n T ting edient litedint eC metic, T ilet y and
F ag ance A ciati n (CTFA) Dicti na y andeffective nJuly 1, 1989, will n tte ting edient c ntainedint e
CFTA' "Lette flIntentt Publi int e Supple™ ntal Editi n ft e CFTA Dicti na y."

me,

f) Effective July 1, 1990, f eign wh le ale fc tic may di tibutep evi uly egi te edc MEic p duct

wit ut impedimént.
5.a) T eK ean Gove nM€nt will eview it Go d Clinical P actice (GCP) egulati n wit aviewt
a nizati n wit inte nati nal p actice and c nfi tatt ei"Ple™Cntati n ft e GCPa d afted i

u pended.

b)T e ean Go/enmmgnt will n tify t e d aft GCP egulati n t t e GATT Ag ee™®nt n Tec nical Ba ie t
Tadef patie'cq nt.

c) T eK ean Gove nM€nt ¢ nfi t at, int einte iM7 it will ¢ ntinue t accegtt ef Il winga t e nly afety
and efficacy ¢ nditi n f t eapp val fiMP tati nand p ductin fp a Maceutical :

i)U.S.F dandDmug Ad™hi t ati n FDA) ce tificati n fp a M3ceutical and FDA-app ved te t data; and

i) iMted P a eIl te tingin K ea fadugt at a been keted inf eignc untie f le t ant ee
yea adugt at a been Ma eted nlyint ec unty whe eit wa devel ped.

6.a)Byt eend f1989,t e numbe f ite ubjectt typeapp valpi t iMP tati nunde t e Elect ical

P duct Safety C nt |Law will be educed ub tantially andt e ite exe tedf type app val will be
ubject,t a i len tificati n fintentt iMP t.Te typeGapp val vy te™ will be iMPlified and f eign
dufactu e will be able t  btain type app val.

b) T e K ean Gove nM€nt will ¢ ntinue t  eview it uality in pecti np cedue wit aviewt a nizati n
wit devel pedc untyp cedue . P

C.GenealP viin

1.Bt Patie ageet cnultatt e e uet feit e Patyc nce ning any Matte elatingt t i lette.

m
e a

2.Bt Patie ageet att ete andc nditin fti lette aet in uni™Pai ed by di ect indi ect q

e ticti n .



This lette ele ts mut al nde standing the a ti ns that the K ean Gove nment has ag eed t take with
espe tt b de | s e, standa ds and testing eq i ements, and st msp ed es.

Sin e ely,

[signat e

T ng-Jin Pa k

The Han able T ng-Jin Pa k
Ambassad

Embassy the Rep bli K ea
2370 Massa h setts Aven e, N.W.
Washingt n, D.C. 20008

Dea Ambassad Pa k:

I havetheh n t a kn wledge e eipt vy lette and its atta hment dated May 19, 1989, n e ning the
ati nsthe K ean Gove nmenthasag eedt take n ening e tain itsp ati eswith espett b de

| s e, standa ds and testing eq i ements, and st msp ed es.Y lette and atta hment ead as

Il ws:

"Dea Ambassad Hills:

IThavetheh n t ee t the e ent ns Itati ns held between ep esentatives the Gove nment the

Rep bli K ea (K ean Gove nment) and the Gove nment the United States Ame i a (U.S. Gove nment)
ega ding etain K ea'spati eswith espett b de | s e, standa ds and testing eq i ements, and
st msp ed es.Asa es It these ns ltati ns, K eahasag eedt takethe Il winga ti ns:

A.Imp tRestiti ns

1. By Septembe 20, 1989, the K ean Gove nment will s bmit amendments t its Nati nal Assembly t epeal
b de | s ep visi ns,i.e., intheTe hn | gy Devel pment P moti nLaw A ti le 8.2 and the Pha ma e ti al
A aislLaw A ti le 72-4.

2. Up n passage by the Nati nal Assembly amendments ee edt inthe p e eding pa ag aph, the K ean
Gove nment will evise elevant eg lati nst implement these amendments by Ap il 1, 1990.

3. The K ean Gove nment will te minate all emainingb de | s emeas esbyl] ly 1, 1990, and e e tive
immediately, willn tinv keanynewb de | s ep visi ns.Up n e eipt Ministy Healthand$S ial
A ai s (MOHSA) imp t egistati n,thesep d tswillbes bjett simpleimp t ep ting/n tii ati n

p ed es.(Seeatta hment alist p d tsa etedbyb de | s emeas esandthe timetable

imp tlibe alizati n.)

4. The K ean Gove nment willd its tmostt ens e thatthe appli ati n thesaeg adsp visi ns
K ea's F eign T ade Law will be nsistent with A ti le XIX the Gene al Ag eement nTai sandT ade
(GATT).

5. The K ean Gove nment will apply the p visi ns Ministy Healthand S ial A ai sN ti e 89-12, entitled
"The G udeline Man at ingand Man at edItems Rega dingPhamae tialP d ts,"slelyt imp ts
andman at es Ginkg lea ext a tsand inishedp d ts ntainings hexta ts. Thisn ti ewilln tbe

extended t applyt any the p d t.

6. The K ean Gove nment will ntin et eview its "individ al" laws in de t expediti sly identiy and
hange th se p visi nsand meas eswhi haen t nsistent with its GATT bligati nsandt enhan e
t anspa en y. In the inte im, neithe these laws-n thei appli ati n will-be made mo e est i tive. ]



7. Effect e tely, the Kore n Go ern™€nt wil ensure th t ny requ re™€nt for pre- MPort report ng or
notfc ton oes notcre te nyobst clestotr e.

8. E cept for theepurpose of publc he Ith, s fety n en ronM€nt | preser ton, by December 31, 1989, the
m mp, _me p

Kore n Go egpe ntwil rft n le"""nt pl ntore uceorel n tepre- ort report ng/notfc ton

requ re™Cnts n to ph seoutp rtcp tonof n ustry ssoc tons n the pre- MPort report ng/notfc ton

syste™

9. The Kore n Go ern™®nt confr™S th t the pre- MPort fee for ph r ceutc | pro uctsh sbeenel nte n
th ttheonlyre nng pre- MPort report ng/not f ¢ ton fee collecte by the Me c | De ce Manuf cturng
Assoc tonwilbeel n te byJuly1, 1989.

10. By October 1, 1989 the Kore n Go ern™Cnt wil s P fy ocu™€nt ton requ re™nts for pre- MPort
report ng/notfc ton n wil ensure th t pre- ort ppro |un ersuch system s ssue e pe tously.

11. The Kore n Go ern™®nt wil ensure th t ts custo™> regul tons, proce ures n ppe Is process re
tr nsp rent n pple n unfor n e pe tous nner.

B.Stn rs p

1.The Kore n Go ern™®nt wil not fy to the GATT Agreement onTechnc IB rrerstoTr etr e-rel te
st n rs n technc Iregul tonswhch renotb se on well-recognze ntern ton Ist n r s, orwhch
e tefro" thosest n rs.

2. Un erthe In ustr | Pro ucts Qu Ity Control L w, the Kore n Go ern™Cnt wil e clu e fro pror qu |ty
nspecton ntern ton lly-recognze st n r orcertfc ton rks n rks fro™ well-known publ c
org nz tons n foregn countres.

3. By August 1, 1989, the Kore n Go ern™nt wil () ccept sngle n c ton of freshness on foo pro uct

| bels cons st ng of the "best before" te n (b) wil per tuseof "cl ssn MEs tor colors n fl  or ngs (e.g.,
" rtfc |colors") wih the e cept on of the color Yellow 5. The Kore n Go ern™€nt wil nnounce n publ c ze no
| ter th n June 30, 1989, ts ecsonto cceﬁtesuch | bell ng effect e on August 1, 1989. The Kore n

Go ern™€nt y proh b t the use of cl ss n s for colors, n ton to Yellow 5, f such colors re pro en to
c use he lIth problems.

mb me me
4. ) By Septe “er 1, 1989, the Kore n Go ern’" "nt wil not fy to the Agree "nt on Technc IB rrerstoTr e

re se regul t onsneert nngtotestng n regstr tonrequ reMCnts for cos™MCtcs. In r ft ng such regul tons,
the Kore n Go ern"'®nt wil t ke nto ccountrele nt ntern ton | pr ctces.

b) Such re se proce ures wil be MP1eMEnte by March 1, 1990.

mb

c) The Kore n Go ern™€nt conf r™S th t effect e tely, Wherenj]:nro uct testng srequre , the nu “er of

s plesrequeste wilbel te tothe n MUM Hecess ry to perfor equ te test ng.

mb

) By Septe’ "“er 1, 1989, sep r te test ng wil not be requre for r tons n pro uct color.

e) The Kore n Go ernm€nt confr™Sth t t oes nofest ngre ents|ste nthe Cos™M€t c, Toletry n
Fr gr nce Assoc ton (CTFA) Dtton ry n , effect e onJuly 1, 1989, wil not test ngre ents cont ne n the
CTFA's "Letter of Intent to Publ sh n the Supplement | E tons of the CTFADtton ry."

f) Effect e July 1, 1990, fore gn wholes lers of cos™e

mp, me

tcs y strbute pre ously reg stere
cos etcs pro ucts without nt.

5. ) The Kore n Go ern™Cnt wilre ew ts Goo
Clnc | Pr ctces (GCP) regul tons wih ew
toh rM°z ton wth ntern ton | pr ctce n

confr™>th tthe MPle™®nt ton of the GCP s x



drafted i e ded

b) The Korea Gover me t will otify the draft GCP

reg latio to the GATT Agreeme t o Tech ical

Barrier to Trade for artie comme t

c) The Korea Gover me tco firmsthat, i the

i terim, it will co ti e to acce t the followi g

a theo ly afety a d efficacy co ditio for the

a roval of importatio a d rod ctio of

harmace tical :

i)US Food a d Dr g Admi i tratio (FDA) certificatio of harmace tical a d FDAa rovedte tdata; a d

i) limited Pha e Ill te ti gi Korea of a dr g that ha bee marketedi foreig co trie forle tha three
year or adr gthat ha bee marketed o lyi theco try whereitwa develo ed

6 a) By the e dof 1989, the mber of items bjecttoty ea roval rior to importatio der the Electrical

Prod ct Safety Co trol Law will be red ced b ta tially a d tho e items exempted fromty e a roval will be
bject to a imple otificatio of i te ttoimport Thety ea roval y tem will be implified a d foreig

ma fact rer will be able to obtai ty ea roval

b) The Korea Gover me twillco ti etoreviewit g alityi ectio roced re with a view to harmo izatio
with develo ed co try roced re

C Ge eral Provi io
1 'Both Partie agree toco It atthereq e t of either Party co cer i g a y matter relati g to thi letter

2 Both Partie agree that the terms a d co ditio of thi letter are to remai impaired by direct or i direct
re trictio

Thi letter reflect o rmut al der ta di g of the actio that the Korea Gover me t ha agreed to take with
re ecttoborderclo re, ta dard a dteti greq ireme t,a dc toms roced re

Si cerely,
To g-Ji Park
Amba ador"

I am lea ed to co firm that thi excha ge of letter i cl di g the attachme ttheretoi amut al derta di g
betwee o rtwo gover me t co cer i gtheactio thatthe Korea gover me t ha agreed to take with

re ecttocertai ofit ractice withre ecttoborderclo re, ta dard a dteti greq ireme t ,a d

c toms roced re

Carla A Hill
ATTACHMENT

Li tof rod ct for which border clo re mea re will betermi ated a d the timetable for ch actio'
HSK Product Description Date Planned to be Liberalized

2932909000 Ra itidi e Hcl J e1l,1989
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2941909090 Cef e ne N e tembe 1, 1989
2842909000 Hyd t Icide ] Se tembe 1, 1989
2924219000 P glumide nu y1,1990
2939901000  dI-Methyle h d ine Hcl ] nu y1,1990
2930909090 S-C b xymethylcystein J nu vy 1. 0990
2906132000 In sit | nu y1,1990
2941909010 K n mycine Sulf te nu y1,1990
2941909010 S luble K n mycine Sulf te J nu y1,1990
2941909090 Rif mpicine nu y1,1990
9602001000 Empty Gel tin C sule nu y1,1990
3003300400 Medic ments cting nthe Ci cul System] nu y1,1990
3507909000 Se ti e tid se uly 1, 1990

TANC offers these agreements electronically as a public service for general reference. Every effort has been made to
ensure that the text presented is complete and accurate. However, copies needed for legal purposes should bé&
obtained from official archives maintained by the appropriate agency.
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