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Abstract In promoting Urban Regeneration Projects that require large-scale financial resources, it is
necessary to secure sustainability and autonomous operation ability for the project through private
investment and participation as well as public finance. This study aims to find the institutional factors
that hindered private investment in Urban Regeneration Projects. In particular, this study is based on the
problem that private investment was not activated even though the government actively promoted the
urban regeneration new deal project through policy support. Hence, as an improvement plan to solve
the problem, first, in promoting the urban regeneration project, we need to realize a diversified
financing structure that does not depend on sales and sales profit. Hence, it is necessary to improve the
systems to promote REITs listing on the South Korean stock market, activate public offerings, and
introduce anchor REITs. Second, it is considered necessary to stipulate the standards and scope of
appropriate profits that private business participants can take under the Special Act on Urban
Regeneration. Finally, we need to revise the scope of reinvestment of development profits from the

current 100% to an appropriate level like the ones suggested by other laws.
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Table 1. Current Status of Private Investment in Urban Regeneration Promotion Plan

(unit: ten million won)

Urban Urban
Feonomic Central Cit General Residential Town
B 1y Neighborhood District Regeneration | New system Total
Regeneration Type R
Type Type Regeneration Type
yp Type
Total l?usmess 13 65 119 62 52 19 330
projects
Business projects
including private 12 19 40 27 18 4 120
investment
Private investment 63,334 7,411 6,280 1,568 1,001 565 80,159
project cost

The current status table is the sum of the amounts listed in the activation plan by the Ministry of Land, Infrastructure and Transport
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Fig. 1. Funding structure in Cheonan-si Urban Regeneration Project
Source: Project competition for the Cheongju/Cheonan urban regeneration private investment project(Ministry of Land,

Infrastructure and Transport, 2016) [11]
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Table 2. Funding Status in Cheonan-si Urban Regener:
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ation Project
(unit: ten million won)

Total project Equity Debt The amount raised
Category
cost NHUF* Cheonan-si NHUF Private finance by pre-sale
Funding amount 2,285 50 330 410 197 1,298
Compositon ratio 100% 2.2% 14.5% 18% 8.5% 56.8%

NHUF: National Housing and Urban Fund (http://nhuf.molit.go.kr/)
Source: Based on data from the Urban Regeneration Investment Re
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Table 3. Definition and Scope of reinvestment of development gains

Reinvestment of Development Gains

Scope of Reinvestment

Special Act on
promotion of
and Support
for Urban
Regeneration

Article 52 (Reinvestment of Development Gains) @ When
granting authorization of an action plan, a developer of a
strategic plan may entrust an institution prescribed by
Presidential Decree to calculate development gains from
the relevant innovation district regeneration project.

@ An innovation district project implementer shall use
all or part of the development gains calculated pursuant to
paragraph (1) for any of the following purposes, as
prescribed by Presidential Decree:

Enforcement Decree Article 53 (Reinvestment of
Development Gains) @ In accordance with Article 52 (2) of
the Act, the innovation district project operators shall use
all or part of the development gains in consultation with
the authority in charge of establishing a strategic plan.
However, if the innovation district project operators are a
person under subparagraph 5 of Article 44 of the Act, all
development gains must be used.

Industrial Sites

Article 39-15 (Reinvestment of Development Gains) A
project operator shall use gains accruing from a

Enforcement Decree Article 40 (Determination of Sale
Price) @ Any of the following project operators shall use
at least 25 percent of earnings accrued from selling sites

and renovation project for such purposes as reducing the sale|which are supplied for a use, other than sites for industrial
Development |prices of sites for industrial facilities within the renovation|facilities, in the relevant industrial complex (excluding
Act project district and construction of infrastructure and special area development projects under Article 39 of the
public facilities, as prescribed by Presidential Decree. Act), to reduce the sale prices of the relevant sites for
industrial facilities and reinvestment in infrastructure, etc
Enf tD Article 58-5 (Rei tment of
Article 45-6 (Re-Investment of Development Profits) @ DZv(jelizeTneerlllt Pi(c);ieti) @gl(i[‘iej SCZ (e eol?vrees—;]f:sm?em of
Industrial Each project implementor or agent shall reinvest some of P ¥ X P
y R X development profits under Article 45-6 (1) of the Act shall
Cluster the development profits earned from an industrial . §
X o . be at least 25/100 of the development profits (at least
Development |complex structure improvement project into other projects . . ; .

. . . X . 125/1,000 if an industrial complex structure improvement
and Factory [for improving the industrial complex structure prescribed oiect is implemented in an industrial complex outside
Establishment |by Presidential Decree, such as installing industrial proj P . g o P

. i o X the Seoul Metropolitan area defined in subparagraph 1 of
ACT infrastructure and public facilities, as prescribed by . R .
Presidential Decree Article 2 of the Seoul Metropolitan Area Readjustment
‘ ’ Planning Act)
Enf t D Article 65 (Rei t t of
Article 63 (Reinvestment of Development Gains) @ A nlorcemen ec'ree rticle 65 (Reinves m'en °
X . Development Gains) The development gains that the
project developer shall use development gains accrued roject operators must use in accordance with Article 63
Harbor Act |from a harbor redevelopment project for any of the proj P

following uses, within 25/100 thereof, as prescribed by
Presidential Decree

(1) of the Act shall be 25/100 of the development gains
generated by the port background complex development
project.

source: Korea Legislation Research Institute
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