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Abstract

Problems and Improvement Devices of
The Real Estate Investment Trust System

Recently, many attempts have been made in order to activate
through enhancing the efficiency of real estate investment and
inducing the investment by potential investors. One of the attempts
is the institutionalization of REITs(Real Estate Investment
Trusts). In Korea, the trust type of REITs was introduced in
1998 by amendment of Trust Business Act.

However, this institutionalization of REITs is not successful,
for it doesn’t focus on the investment of real estate, but on the
disposition of real estate or the obligation of insolvency. Besides
the trust type of REITs has some legal problems and needs to be
consolidated matters connected with laws and ordinances.
Therefore, government preannounced the legislation of Real Estate
Investment Company Law(Bill)’ on July, 2000. But this bill also

has problems in many aspects.

To put it concretely, the first problem in the trust type of
REITs is the unclearity of the basic regulation of REITSs. Second,
business scope between trust company and real estate trust
company in the Trust Business Act is not clear. Third, the
method of real estate development is rigidly restricted, so original

intention of REITSs can not satisfied. Forth, beneficiary certificate
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of trust company can not be listed at the Securities Exchange.
For the substantial protection of investors, beneficiary certificate

1s needed to be listed.

Meanwhile, one of the problems in the company type of REITSs
is that authorization standard of minimum capital is exceedingly
high. Second, the subject of investment in kind is unfairly
regulated to permitting only real estate of public enterprise.
Third, the propulsion of legislation about real estate development
is adjusted to be regulated. This problems shall be amended in
the direction to strengthening investor’'s participation and
management observation system in the real estate investment

company.

This kind of problems may be solved by amending the law of
REITSs reflecting exactly the intents of investor protection. The
object of this study is to suggest improvement devices to
revitalize REITs containing trust type and company type, laying
stress on the authorization of business, management of assets,
information notice and fluidity guarantee for investor protection. We
believe that this study will contribute the revitalization of the
investment in real estate market and allow a great number of

people to join in real estate investment.
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