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ABSTRACT

A Study on the System of Shareholders' Meeting

- Focusing on problem solving related to strengthening the

monitoring function of minority shareholders -

JIN JUN-YOUNG

Advisor : Prof.Seo Seong-ho, LL.D
Department of Business Administration
Graduate School of Chosun University

Change in governance structure of joint stock company is getting more
complex and diversified together with internationalization of capital market.
In other words, expectations on the role of each organ designed in existing
joint stock company legal regime are confronting new change in
legal - practical operation level, as change in perspectives are required on
the dimension of securing corporate transparency and soundness, due to the
diversification of stakeholders.

This means that the conceptual perception on shareholders as substantial
owner of corporates is confronting realistic change, as development, issuance
and expansion of other class of shares, other class of bonds worked as the
trigger for legislation of law on creditor protection (the Commercial Code
Article 480-2 to 512, Japanese - Company act Article 702 to 742) and such laws
are continuously adopted and expanded into the Commercial Code.

In other words, traditional concept of deeming General Shareholders'
Meeting as the substantial highest organ of a company shows the phenomenon of

weakening. The audit function of surveillance - supervision on the management

_iv_
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weakened, or even audit is disappearing. New legislation rather anticipates
the function of auditor from General Shareholders' Meeting. Accordingly, the
phenomenon occurred where basic system, structure, concept and theory on
joint stock company are weakening.

Regarding these, there is a view that, while acknowledging such facts and
phenomenon, such phenomenon has originated from surveillance on managerial
bodies - non-function of supervisory body within existing joint stock company
law regime, which naturally occurred in the course of system improvement
according to the needs of the era.

On reflection, as minority shareholders other than controlling shareholder
are positioned at the top of all systems related to managerial surveillance
in the General Shareholders' Meeting, minority shareholder rights were
legislated in expectation of minority shareholders’ role theory and then on
strengthening trend uniformly in the course of judicial improvement so far.
In case of large corporations, considering the trend that, despite of rather
small shareholding held by major shareholder(controlling shareholder) out of
total number of shares issued, and despite of the fact that institutional
investors have rather more holdings and may have more influence, major
shareholder (controlling shareholder) tend to show exercising arbitrary
discretion in management, the legal system of strengthening minority
shareholder rights may warrant expectations on the effect thereof. Meanwhile,
in case of small and medium enterprises with stronger governance power by
major shareholder due to substantial owner management, expectation on
minority shareholders would be too much in reality.

Therefore in case of small and medium enterprises, it would be the
realistic and desirable legislation policy to have expectations on
creditors’” role theory rather than minority shareholder's role theory.
Currently in Korean legal regime, bondholders’ meeting etc can be
established only in case relevant company issues corporate bond. Hence as the
supplementary measure, the opinion was raised that introduction of Japanese

accounting participation system needs to be considered. Considering on Korean
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legislation enhancement, especially in case of SME legislation, the contents
are regarded as far from the reality of SMEs and support to the above view
cannot be avoided.

From a viewpoint on managerial surveillance system of small to mid sized
joint stock company, legislator could not rely on expectation upon auditor in
preceding legal regime and hence had no choice other than rely expectations on
minority shareholders, hence he might had no choice other than such
legislation. However, legislators should have devised any supplementary
measures which would reinforce the surveillance right which might be
anticipated otherwise. Nevertheless in case of small sized joint stock company,
legislation resulted in removal of existing auditor system without any
supplementary measures, and there is no excuse from the critics on such result.

Accordingly this study starts from overall review on the legal regime on
manager ial surveillance system by minority shareholders who are at the top of
audit system in joint stock company. Regarding shareholder proposal right
which has been adopted to reinforce minority shareholder right in large joint
stock company, empirical problems are identified and interpreted through
Japanese legal precedents and directions are presented to establish system
stabilization measures and method. Especially this study sounds out whether
it would be possible to supplement surveillance function by mandating
creditors of small joint stock company to perform surveillance function, and
concurrently whether adoption of other system would enhance minority
shareholders™ surveillance function or efficacy of creditors” surveillance
function. As such, this study presents the supplements to the problems in

revised Commercial Code dated May 28, 2009 again, and try to present
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- AT 2,0000l= Russell 2000 indexz2 Z2HE. HAEX1S(Russell |

nvestment

Group)OllA DHE ZHSt= FIHXI+2 S&P 5002t HE0 Zel AISS= Hxiot3Y.

274) St XIHREH, 'KCGS 2IZE(8H 45),8=230 X2 EH 178 (20184).
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