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<Abstract>

Discussion on the Effectiveness of the Obligation to Establish
Internal Control Standards through the Case of Improper Sales of
Overseas Interest Rate-Linked Derivative-Linked Funds (DLF)

and Examination of Improvement Directions

Im, Su Min

The obligation to establish and effectively operate an internal control system under corporate
law lies with the directors (including the CEO). The Supreme Court of Korea has recognized the
obligation to establish an internal control system even before the regulations related to internal
control were enacted. Over time, there have been numerous precedents regarding the
establishment and operation of internal control systems by directors, leading to the derivation of

important legal principles.

The Delaware courts in the United States, based on the Marchand ruling in 2019, suggest
that the responsibility for establishing an internal control system may vary depending on the
nature or type of duties imposed on directors, derived from relatively recent precedents such as
the Union Steel ruling and the Daewoo Construction ruling, as well as the STX Offshore &

Shipbuilding ruling.

Despite the development of legal principles through such precedents, a series of financial
incidents related to internal control systems of financial companies have frequently occurred,
resulting in significant damages. Furthermore, administrative lawsuit regarding such financial
incidents have yielded contrasting results, as seen in the cases of Woori Bank and Hana Bank,

despite considerable legal development.
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Despite legislative efforts such as the enactment of the Capital Market and Financial
Investment Business Act integrating traditional securities-related laws and the enactment of the
Former Financial Holding Company Act and institutional improvements, the internal control
systems have not been functioning properly, indicating the need for new improvements for the

efficient operation of internal control systems in the future.

Considering the newly established regulations and systems anticipated in the upcoming
Financial Holding Company Act, set to be enforced on July 3, 2024, it is desired to discuss
whether there are any additional improvements or amendments needed to enhance the

effectiveness of internal control systems.

Keywords : internal control system, supervisory obligation of directors, effectiveness and
appropriateness of internal control system, obligation to establish internal control

standards of financial company Daehyo directors, directors' priori principle
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