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ABSTRACT

Business combination in Korea is increasing more and more. Accordingly, a number of
korean corporations are composed of subsidiaries and subsidiaries of subsidiaries. In
addition to this economical practice, it is permitted founding a holdings company after
the amendment of the Korean Commercial Code(KCC) 2001. On this, the Seoul High
Court in August 2003 decided for the first time that double derivative suit could be
permitted under the current KCC, because it provides a method for corporation to
assert legal rights and to deter directors wrongdoing of subsidiaries. However, the
provision on this matter was originally designed to apply to single derivative suit.
The KCC has the provision that a shareholder with at least one percent of the total
outstanding shares may bring a derivative suit. For that reason, the Korean Supreme
Court has interpreted strictly the KCC that double derivative suit is not permitted
under existing law, because the rule of single derivative suit is not applicable to
shareholder of parent corporation; the parents and subsidiaries corporation differs legal
personality. In this means, the decision of the Seoul High Court and the theories
permitting the double derivative suit should be here examined and analyzed critically.
In conclusion, this article is purposed to demonstrate that double derivative suit is a
legislation subject, because it is not enough to justify under the current Commercial
Code. In my opinion, it could be permitted merely after the revise of KCC for
multiple derivative suit or by the special legislation like that, ?aw of Parent—Subsidiary
Corporation Relationship?

Key Word: double derivative suit, multiple derivative suit, parent corporation,

subsidiary corporation, demand requirement.
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