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Problems and Improvement of the Unit—holders Meeting

Churl—Young Park

ABSTRACT
The protection of the investors is the basic purpose of the regulations on the indirect



investment. In this point of view, it is rational that the indirect investment scheme, no
matter what kinds of legal structure it has, should reflect the investors€opinion on the
decisions which have great and direct influence to the interest of the investors. The
investment trust, one of the contractual indirect investment schemes, had need to
improve the decision—making structure because it had less democratic procedure and
its asset management was less transparent comparing to the investment company. With
the intention to accommodate this need, the unit—holders meeting which allows the
beneficiaries of each investment trust to make their own decision has been introduced
in the Indirect Investment Asset Management Business Act. Not only the protection of
the beneficiaries®interests, but also the prevention of the legal conflicts between the
beneficiary and the asset management company or the trustee and the reduction of the
transaction cost from the conflicts were expected through the introduction of the Act.

Nevertheless, the unit—holders meeting has not worked well and even has become a
trouble which harms the efficiency in the operation of the investment trust due to the
lack of the unit—holders®concerns and some systemic problems. To make the
unit—holders meeting function well, it is necessary to rationalize the resolutions and
the decision—making methods of the unit—holders meeting. Currently, some of the
resolutions which can be passed by the unit—holders meeting are unclear and
unreasonable. First, the change of the trustee must be limited only to the change by
the asset management company, not the transfer of business or the merger. Second,
the change of the asset management company must be also limited only to the case of
transferring particular investment trust, not the transfer of business or the merger.
And to reflect the beneficiaries®intention substantially, it is recommended to improve
the resolution method and diversify the voting methods. The voting trust and the
electronic voting system can replace the adjourned unit—holders meeting which is
against the rule of the decision by majority and is formalizing the determination of the
meeting. by Korea Securities Depository can be used before the replacement actually
takes place. In addition, as the decision in the unit—holders meeting requires the
approvals from more than 1/3 of total issue just like the shareholders meeting under

the Commercial Law, it is better to annul the quorum of the unit—holders meeting.

Key words : indirect investment, indirect investment scheme, unit—holders meeting,

adjourned unit—holders meeting, voting trust, shadow voting, electronic voting system.
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