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Abstract

Legal Characteristics and the Corporate Governance of
Sae-Ma-Ul Gumgo

Kim, Jung-Yeun

‘Sae-Ma-Ul Gumgo’(“MG” hereunder) is one of the most important financial cooeprative
in Korea. MG consists of more than 1300 individual cooperatives with 19 million members
and it assets exceed 15 bilion KRW as of 2017. Under the MG Act, MG is defined as
‘non-profit organization’ and several supreme court decision reiterates the same provision
with regard to the legal characteristics of MG as non-profit organization. However, MG is
not non-profit organization but cooperative organization because profit distribution to its
members is permissible under the MG act, which is prohibited for non-profit organization.

In order to establish better governance for MG, agency problem in financial cooperatives
needs to be addressed. Firstly, the duty of care and the duty of loyalty should be
applicable to the directors of MG. Secondly, the general assembly system needs to be
amended to reflect member’s voice in business decision and appointment of directors and
auditor. Thirdly, the professionality and independency should be required for some

standing director who is responsible for credit business for individual MG.

Key Words : MG, Corporate Governance, Principle-agent problem, Financial Cooperatives,
Duty of Loyalty






