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ofx2] @& oo, RIFEEE A7t R Siksd EER
A% fREIFEL visstA dslo] glgol SAojch,

BAste

2. B&F

o] B BITS BB 20d (1888d)tlg, o|F 19404 7lx] &
RITEAZE A3 o} AF1945d ojF)oje 2 Bife] B,
g2 e HiaEK7Ex] 182, 24 FHozAM Ul X
2%+ Z39of grdslo] glrh. 1965¢ olzle  HILHEM 1 AH2E)w))
Toltt. I UNY @K Vel HuER colejdes =257 B
BiTes 1 3 8 $852 RE il = &% KRl o3l

1982 d 104 o}
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3 ¥ EX BE Sol 23 BT F 2~ 5do] ks W
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dv2 1938d J1d 3 2422 “YAbrt MfEe] #RE RITYH
t Z¥ode EX2LE 1% = FF2] HKRod usted EIoiA
Birtio]l e ez ¢ 4 Yh."a s YU3lout, 19509 7
YoM e Hag KRl 4% kel dsiM #RikHic) e A
2E ¥ 5 3Uda ARFE 73 olM =
R FFoAAM 25 FFo] oyt HABKHEKE HX
A B¥o Ot KEE RHE 52 3 IdY 5+ e
T3 HAYo 24 BEE REe] SvUor:s v d2Ye M Siof
2743}kl c}.

1991 d&2 RITES] cde}l 4] Fapxise] ¥oE 8
o8 e 71833e ul, @EEKEA B AN (&E D2 Yo
‘W73 & At

BF2gicl, x8F 19504
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717k
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dojs 1 BMTREE BITHRIMMNS 1/32%H BN EXEcH
o] FojEle g Roz: sl RTHA HEEES 1/27tx] 4
T R733}31c}.
wRIHETANE WMl olzle] BE Kol 2osin 234
AVE A4stl BERNS AAshal Rshe Aol Mikol
guch =g KEe UYe FHIIEEE e o, HEe mE
$8e] Fitkol usi SiEMe JhAD mRRE SEHIe) WEK
of Uy FiEHie YRos UtHos uiMsl: RE #Esia] o}
Ui},

2Ed M% Fuold Lslol A& mMRiigRe 2T OREM
S @EHeM SEAEEKS oM HES 4 ~ 6 1YEE WA
dYEo] glem, o] W WEE WEENT 1 ~ 2 273E ¥
REe e BMARelt. sinz ASojME MBEHEEHERS
WEHe] olgolM Mo} @EMel: AwMci: o3l MERHER

ojelx FYo] FHol Foix sitta ¥ 5 & Zojr).

4, 2~
#ikflicl 2] EdHA gaceles HEFH Ao ulel EMBRE
B2 #HEo] =z gt KAl ¢lgde] glo] HER#FE 2%
3t TR 1978do] MRRE ®EiH7l HEESUC ol MF
2} vhabvizle @Skl gl ERREHKE UHe YUY AMF
Br} 4 aMdtn g REoz el gitt. BITBEL Al
+2] 1/4c]1 RiRHll, HESHAE cl=je] Ze KIHE =it
EERET 2Axtto] HEMEY 7.5x8 FHE Qa2 Mol
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shel ikiie Susie AKiel MEHTIHAE S Utk o
£ 330l UM deiM @EHESe] e sielsld F80)
stele 47de] Aoz F4¥o] Y& AE okt

=gk 1983dol: HNEEe BRHEEET =Ugded oe 34
o] BAHZ AZHE 27 [WEET RE EEA Lyug e
g e 4 g Ao dMyE Rojh. o HEE el 2
1doir Wy doe HWEEE uisin R EEE Yyl
2yt ithrh wdsixol Mkl ERE uiAsiA Yok ol
HRERE Refio) ot MolM miltulikst SUsh) SAaNe
2 w9Y 4 dn SUT 4o Rkl EEY A ug¥ge
ojs o)zt Utk o] Mol BITEEE WAe] 1/40]th

1986 A Ay sie| FHFEXF EEHke ©x] 105859 Ay
o] U EHMEE A 0.1%f izl ded sl HREEE
wedo]  thusiol ESEEC] 2 LEHRS) 5.5%f Uitk chEuel
of ulsl @EEHe] RMfol LAY olg: 1 AMY FBodr B
st wele] AR UR 98] At 3l7] wWEo|t),

olelolE  BMMESol Utd ol WY An HKBWo) e
H#EAM JBUGE Wold HAM A AUz on FAXK
Mol A A LENeUth: Hold MBI ARG IUN 4
& xUE @mHol.
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AAE EaRE BE HeY KR

B 1 W ERRE s W=

1. BREKRS

=R @ik Audde AFE EMeU 83 EoiA )
Y Apels EE4Eel Bl 9usx geded Utz ¢
T Ath.? 2] BHFEXRES RITHEAEE=] 10 X ojJdg HSY
Asole BARHEERANS $U% J=F t2? Y AMHRIEs
EREEERMC BENES 2P e 5o ABUEEE ¢ o
ERHE7E vikEl itoa B £ 3o olzyt AEe il
AidolMe] FA3So] At sHtoss ZHUdWg HIsE wAq
o Ueho) MM GEEkE Svbs Bkiie Ve Ysoen
dale) Ml SHRRE SAhTAt the FAolM wHYte A
ol o7t Utttz o 4 UthY 7idd, 23] LghERe BEEE
He 271972 WEABSESRA Yo uke et oujrh g

1) N, “XEBRE kel 4EMY FA” LB A 19 X,
1989. 5. p.132.

2) |HEHYE 2 200 2 2 %

3) BHAEKkE M21 = 19,

4) EBHERES LBEAS] ERHGEE % &#X= XEFfH

#HR (M 200 ), 2AMARTS SR (M 21 K)o R, EHE

B2 BEABHRBUEEER (M 188 2 6 8 ) 3 RKRH

REEITEERIEESR ( M 199 2 )52 ¥ESE 22 slth

5) XM, A(HRE. p. 132.

- 38 -



sAoy BEEES U4 &SRS ohnl o8 LREMS] W
M4z wale] Fof =jsl LREEE=] M3E Mg £ Ye AR
£ ARdolth. thA sl AUl BEEESE S5t LREEE
o] BHBAWI U ERESs Joitdosa 2HEM U
& MY JMsAHE 2 otk wlebM B Bk Ue
2v SEHESEE YLEHoMe o mEtl HEe) EEele
ariold MERE Mol WAE A gt deueld Ems
Cojdob wn. - '

2. ERUIFMIE=] o

22 371k MiEMiECr sl AT ol - ds  dAIof
ujstoy  3efgt $-FToiny [ AFHHEE AolE  UBY Fpoe
BAFSHMIEMRIS) gape ©l% acda # 4 . dENY SFHMELE
2] Aol WEHARYEE  + sltd REEFFMYUE:
HAE AF $£4M2 Udgos PrHoes AMEHE HMezta o
4 3o feyelofMe olF HRMES AR 3o dF

o] MESMEHEE AU BFsthA st Atk olstelE A
S

SdE BERESE ANz|tttezx] FNEZFMMEIT LA ¥
& It e M [ BREAEXERS] BINARESE ¥
T AAc}. uepM 3r|]de]  HIEMEe SR8 vlaodM Yyl
e dadsirc "4 v Y $£gof vFEL Qitta ¥ 4+
g2 ol REUBFMEN S T x¥Ho| ©K At Ad+w

Ak Sloleta ¢ 4 Uehe

6) N, LRE. p. 133.
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YR eI Tl MBMEE odeirbxl Mug 2eMa 9
th 2 vige REEEels] M3 Y oldldz BLERW (
under investment ) 2} JHMAY f&Bd ( moral hazard ) 2= I ¥
i pREEes uehdt.?

BIERT olul MM W videl MM Sodel e, uw
b iAMoE 8¢ BRX dAte BREE slEyAel «
elg Auol Eujd Res o4EE Aeele VA Y¥E o

C"Weche WARREC oS AU sTe EEN GRe eMed

ol SFY UMElNE ¥ e Ealelth AMU Be £
Re Al bede gn 43l sbede WAT 4@ty A
¢ RS0l Arle & fMAKCl e FaAte dashe Ak
g A W cea WU LREBos A Yo ole
BNERS HWEE el SME 220 Feuee BN RE
BAgle]l 2AEo] UAYT KE: HERMEsIN REBMAT BRM
Ee) HRMEE I 3l7] wiEol wAUT. RMtkRel we 4
5 olejtt oFY VMe|uil PHMM PIES FRERE Ve
A2 2elstA Uoh

sejuet 7lde] HBMES A sHe SE HEERE 719
$te RE MEsp] wEolth. Afel 4r wAe Skl olg
£ AUY 4 stk AHE HSREC sty 229 Add @

7) #EA, “ZBRERN BT EM{t AR LBBRWRH 8s8-16,
1988. 11. p.9. -

8) E!ﬂt ﬁﬂﬁ'. P. 133.
9) ¥FEH., BiIRE, p. 9.
10) &%, p.l10.
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=g MRl e MERAS A Atk weld 9o w4
% e Bdol ridded Hups] Utk EAE AR I &
#M w2e] gt 4$uo] EHa sithe Zojch. 3] ERBMTH
2] EW¥2E W5[Xo] M2 FojFol ukeid #FoMRHE Y KX
BT - S%e) MHRAIIERSEC) 37} 0] Rl HRERE 7Ivjs)
2 ASE SFshe %ol us $Ro] uelya Uk

 meld EE Gl 1e4 MMKE SeKRe Yeldes
ol gxtri s|de) RAFSME Mol =A Mso] U ot}

3. MRAS BALR X R

1981 E£48 P¥E WA¥es WAHHLE sk stk o)
2] Fle] IFUFUAPele] MERER., FIUZide] #AESRT.Y 2
Gla R EEEEel drudo] PUs] FuHn slon) 1992
d RHE AEAS EBESHEWIL HSHL U3Vl BHESHEW
= F Hgw Ay,

oJFele] EWHESHEWE Zwthe LM WEAGE AdE 2
ojtt Jidske BE IREel feshe e sl BMALREE
= 3e) EALR EEE A shsdolth FE  uitol

Ao

11) 19819 ‘WFmH Bt X% hEre] RE} 9724 #Eso
< BIARETH BHBEHEA ozl EAtRe] RASKEHBR
BiTol #EHosM 1985d AdAx7l BA By USEA] 3

SRt -E Euromidiold R1T, EARLR] ENY RFos

BRNARNEes WBY 5 A TAF H#psisic.
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NN A)PEsol o4l slth. ohgs HALRSOIM HEHMNC
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ot @Ael AUNY Al sksde ¥ sida Az
cjeld WEES{E] UHE BEE BWE 038 ez WA L
#slojop & Aol . - -

dlos p Fuslds BEME 2] v Pde a2
% shxlzt itk RAE WAl . gFoluy Yojre Yol 2fFal
o) %% 4 & zl¥o} LEEME HdHshe AHothe EHE
ddoiMel Yo YIUe F= MRHME HRe HaY 4+ UeH
she Zlolth. $7kxl WY =S Ayuide] slou BEM (LM
EoAMT VU mMEE #Re olgit o] ©s uuxy
Roge A2},

A~

T

2 MERE (k=] BRI

1. 8RN Xbe| BYE
BAR] Mol “10 =& 29 2HdH FTAHEY <Udof e £
Aol dANer FHE - ik e u3n /ESY CIdE

12) B 1991. 10. 1 HARAS] HAWNRERS B¢ RABE H3
tto HHH SHERAIA IABREe X MEH R1ITHNEKe] 100
v 1028 HSU=F P (F933 M4 =2 1 %)
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e F4Y LRNEC] ZHAMAM] Fogh ¥ WAL Ue B
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234 FRRRAEAM H4Y BAH Kb PN JUE
£ slou mmEmel woiMel Aol EMrt len] dode]
Més 3 BERE BYSe Jhsdol uwel BEe] doude
2ziYg 7HedE Ach® 2l AyodM AREEFKKITAM ARRER
KB TIU SETEe Yt UW EEAES Ade Y »
C¥E 71Ecla e WPE vie AR Kb dYE BT A
¢ Lde) Ugoletm ¢ 4 ok - -
RAETRRTAY BARS Xbhg Ydte
[y 24to] ¥ lojo] Js] HMpkHide #HRe il Fag
oju] & ztz 3tk wiebd EBRREERe] Ue Uy Ae =
Fe] A o)Roixlu} MEREH A2 UEA oD BN
f12) AR Fato] ojyxlA ke EAMIF 3Uth
WA 7180 HEKR ¥zle K] A9zt Uy #32
ol uwel WEe) shdol AAsa Yeldos udsle AYE
ety w mBEHEERS $¥svle REREMC] 249 auA¥
AatolA MbHosd e WEREE viUeidols) HEFSKE

CEERONS O

13 ) *ZE®, “BAHXPFe] HRZ AEEFRER,” WERERTREE,
1988. 7. p.l.

14) ‘E!m' M't p. 133.

15) WAt RB2Y R 3 TaSREE 7197 s¥iMe §

Ardtrt PREAYY LAMTEMERC] LB olF I BFe £

RABREE: U WRETGSTR 3¢ s 49U ¥EA A
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of WYY WWeE AFAY ZHedwg IA Urtke HoAM EEBR
il Bl AH3PMH JRde 9t WAt 3t Molok
2 Zojt. '

2. REIRM (Agency Cost) 2|
Agency Cost®t 98 7ode] ¥z AL vsEFg Wishe 2
o) Yl Jidolu Ml HRe UYL ASoE e oA
O ASA Wk ouetd MR BAe 4Ny A5 Fiale)

e FhstAAD EEES 718l AKIh Rudd =7 Oe
ojth.® olgH EHY MEEE WEYL J1Ute FERS ukel §
Eele Yade] MRAMThE MRIARE old wrciMel €ax<l
EREHOIU ol Molzl 9t Wel e S7MslHe VAdElm
+ A drchn?

old e MMl HRo) SEM EE AES Yelol uebMe
MIRIE o) Aelo] AUsiE sksdo] AxA Uk wed e
Ml Hso] itftMlosd YNES EEM REE de Asode
EEe Suts wx RY A @ikl Yusioe SRS
2 2Ae Aoy WERMY AP, B PEREEER + o'

d 7Apole tae EAL e 4+ Y. & MHASE Edos
N mRRE Kol FIge WY 47 o
A& §° A 7Y BrIUES SUUS =8l AuEL A E B o}
A $EF FIUGL Y o A 7ol CHMHEEX + a’P4e

16) NN, RiRE. p. 134.
17) ¥ME8A, Wi, p. 13.
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U7t 3t FAMAA FPodM T3] Fay¥ Aoy

x| g7kxl2] HiRREES AsEY HRRHEET &, = ERWE
of wj2lye deo] Tl X wfelyd HAEE vehia 3t
&, EREgCl £RMEE F7h F2A0Y ¥ EREA <

g ulAzx] gdethe RV BEF dvehja sl

1. Bl SRME KB 3 gethe BR
®BRAFE7t 23549 o5e] #RE
o 23t FAtsle] HUsF £RERA oYt (Al &EEFR
el 2elslo] Utk ol&g Mgt ol XAME Mol
ot dmideg Agejstod ojigh UrHof Tzl JREkEE A=
FFE ARAMNY YUg UHx] Rtta, o BEMKY HY - 2T
ZgdojMd w2l UA¥od MA e HPIEBASC] AU kN
= zZerta 3Rt

Egt o]Ae]=2 %2 3] (Easterbrook-Fishel)(1983)2] ®FAM L
A)et  Rie] [IM(Collective choice problem)& CTHEUWAM S
RELt a3t Aol A RRHEEc 22 RiRfol didlo
Az} dg F ZAojstae Ziddkx] dA EHa, 7|de] dFoA
oigt AFE shHY dHA RkiliE A S71E FUx] ¥A
Hoiz  3fsic.

o] ~e] X %2} 3] (Easterbrook-Fishel) ojzigt AT RN

2} 2l =X(Berle-Means) (1932)10+

18) Adolf A. Berle and Gardiner C. Means, The Modern Corporation and
Private Property, The McMillan Co., New York(1932)
19) Easterbrook, F. and D. Fishel, Op. cit.
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U HAME MAIE  SisiAlR o] el A AMRE
(mergers and tender offers)ol 2jgt Mitiliel Nfolax el
N7 Yol MAMRIC] LUstx Fe Aeloidt MtMel A
4 ol Aok Reg AL 4 g otk ol¥A WMol
ARzt AU, 7R olF Me Aol mRMiK:  Wlke
e RUEIEA wolA EHol WEKE B A de 23
& Jepd FHojrh.

2. kit CROUEE Mrtdce BR
olajotz} WA= (Alchian-Demsetz)(1972) & 252 BT ¥ &

mxo] ojsjol 7|dol AT dEHEe Aol BEEA 23N
A&Moe 7idEo ke FAE k2 YA U EREC
ojsjo] 4 MEEY] ke e WiEol utt A HEe] Y
e 7Aoo 7hsg ZHeog, olFge ¢ dA=M 1)1 FrHEERE &R
Ndes <4g Al &+ e BFol

oy, olgjols 1glo]
cRmMEst 3718 4 sl 2elu olge e ¢ odEA &%
A x SHY 719e] Aeols W UX(Berle-Means)7t FAHR
o] MM =AWt 92 UYEe wo U=
oAree] Fide] Mol 2dolele FAE sk sich
wmitpiike] Uelo) WA AROUES ShAUdae #

Ao|t}.

20) A. Alchian and H. Demsetz, “Production, Information Costs and
Organization,” American Economic Review 62, 1972, pp.787 — 789.
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rjetd e}l t]9td & (DeAngelo-DeAngelo) (1985)20 42U} Y[M2
(Alchian-Demsetz)7} d3he 42U Bl 2tk ol s}
Adz7t Rplie e B9 BER F¥E: doA W™ E W
WEU o HER S¥A oM Rl A 2l¥do] oA
B EERES: dUsied M2 RE: 2234 dHoa 32
3lc}.

aela EEE #iklie zZe o ot 1ERU MEE
23 e NEHEEel REol uAd 2EE FE3P] HMPl=
stch. =kl gl RpMEe 2ol gt IEe Y FFE
8122 dolslr] gistod FFZol Y LAdlvizis BAo] Folyt A
dof Exaiste ¢ ojrt. U EEEVT Rrfie ZAe Byl
L olgigt E7|7t Alelxlz uletd BEEAA Rikbicl AUFTH<
Aso] 4] Mie 7MY 4 ke Aot

Adx7 WMpilie e = U ot 2SR ANRMES
olgt FRIM  SAstE 2o iyt 28 RiElE o A
st gl o] Agol HAdte FiRel UM EAN  THro
gloj A HiFiliod tisid sl Al AR EA xEEHA
slen) HiFlol oM glio] Uyt x38 F2AW FF 2o
osiM EAsle Figel aAYte A2} Yol 2A[FY AHRR
of Falstod WAsle FISRET HAS) 7] $istd Bl KPA
o E721F ZA sle Aot

aela sl utlo] ERMEER Uy YoiMoE AEH
oJAME 232 e 27MY 4 Ut F39  Fi#RER(stockholder

21) H. DeAngelo and L. DeAngelo, “Managerial Ownership of Voting Right
: A Study of Public Corporations with Dual Classes of Stock,”

Journal of Financial Economics 14, 1985, pp.34 - 38.
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interests hypothesis)of ujeql HERE ¥l izt YoM 3
oA ¥ mESzide USY 4 USSR stm, WEEe o
HEMoe WY 4+ YR Uh? wlebd  miRkEge) UL
222 FI&E S/MIUTE Rojg.

w7 7h2le 27bN KRS 4401 oM #Ee ¥
TE LRE omy I ZExlof s
BRE’ JelE AEY 5 e HF2E(freecashflow)o] Ay
W Agency2AM7E aslo] £RMEI 3719 4 da spsicha
mRLHil TBIM Folxle 2vbNe EES olHy EEEI o
oz A2Y 4+ Yt v ke VAN LRNEE 747
4 Utk

=g 271 EEe 71de) njele) HKECl Uyt Mz o
e e gtk s uvielod A4M 2riHe EEe A2
o 4 Y Aert ohiw UM EEe Itk Fos: 7
o] gled, MBERHEAKE LWe ASAE pjeid g
2714 e UUY 4+ ozl MM mwEs ¥ & 3le
F7o|t}.» '

27b4) RS o 7)5e olF xIFshAl Rk Aeel 27}

MM (Jensen) (1976) -2

Zolete

22) P. H. Malatesta and R. A. Walking, “Poison Pill Securities

Stockholder Wealth, Profitability, and Ownership Structures”

Journal of Financial Economics 20, 1988, p348.

23) M. Jensen, “Agency Costs of Free Cash Flow, Corporate Finance and
Takeovers,™ American Economic Review 76, 1986, pp.323-329.

24) M. M. Partch, “The Creation of Class of Limited Voting Common Stoc
and Shareholder Wealth,” Journal of Financial Economics, 1987,
pPp.322-323.
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Mol Eel xFol sle Wrx MEEE BB #HY 4+ sle
iy WRE YRAUTE o 3t meld REH 2 gL )
de) Apole olHly HMR WA BEE UL TE - HNE
Asisto] LEREE 37" 4 3lg Aojh.>

3. mltediyt CROUEE MPAdte B

BT EENEE A2AUcke Hf{i%Re F7H]e] Y¥es
NePsjojzled, I izl EBREEZT BiTEe A9l 7idd
of 3lojre] Agency Cost-& F7IrA HEMEE JLA|Uvkes o]
2, e shye] WUk BRHETEZe] dAol 1M EENR
& 2zl Zojt),

W22 3Z% (Jensen-Meckling) (1976) 2 7]dof 3lojre] EEEe
ole}l HFBFol Uy o] FAUSE ERE] 1M ABARURL
Z7tstd A RNEE 31|t 3gich.® Oy EEREGE
B3t A Fole BRE2] vijzle] Ygisol Uy K H2AIe
vted, RS JdE SA3A HEeE ERE2] AR
2713t RMEE JF2A71AH .2

o} (Manne) (1965)22} 3}u}(Fama) (1978)2L

BRATge] ZIde] A4t

25) R. Lease, J. McConnell and W. Mikkelson, “The Market Value of
Differerential Voting Rights in Closely Held Corporations,”
Journal of Business 57, 1984.

26) M. Jensen and W. Meckling, “Theory of the Firm:Managerial Behavior
Agency Costs, and Ownership Structure,” Journal of Financial
Economics 3, 1976, pp.305-360.

27) Jensen-Meckling(1976)2 182 714 (P.3)of4M |8 FF2] FA
2| ARFd-F 7H8st 3.

28) H. Manne, “Managers and the Market for Corporate Control,” Journal
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& 3 77 vl EER sk 2lg BolshA ria shsi).
a¥d ditdos MRRHEKE YA = BRlHNe ¥ 2
AMeoe o REEEES dldg LRMEE Fusls RENBW
ke, RREBREAM Yoir=§ A 2elgictz B
sizich. whelM F3e] Wy Ha¥oz € 4 .

oje}zo] fEiikilitkel 'Utlo] MEHEEO Uiyt WolMog g
gojxle 9ol #Fel RE UMY 4 Uthe 7Hde] BEE B
35532 (management entrenchment hypothesis)?ltd, ojof mj=m o3
Aol ot Wole HEgNY BEEXE IM: ¥IEE S7HAA
#Ee] WE F2A71A Hoke Aol

) T
gle =

of Political Economy 73, 1965, pp.110~120.
29) E. Fama, “The Effect of the Firm’s Invesrment and Financing

Decisions on the Welfare of its Securityholders,” American Economic
Review 68, 1978, pp.272-284.
30) P. H. Malatesta and R. A. Walking, Op. cit., p.348.
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ABSTRACT

A Study on Nonvoting Preferred Stock’s Issue

KU JAE-MYEON

Major in Corporation Management
Graduate School of Business Admin.

Han Sung University

Nonvoting stock is one type of shares which has no voting rights as

an exception to one-share—one-vote rule. Acoqrding to the commercial

code of Korea, nonvoting stock may only be issued as preferred stock

with a dividend privilege. In compliance with the provisions of the

commercial code, a corporation issued and listed nonvoting, preferred
stock with a 1% preferred and non—cumulative dividend privilege, on

the Korea Stock Exchange on June 20, 1986.

Since that time, a lot of nonvoting preferred stock of the same

kind have been issued because nonvoting preferred stock enables a

company to achieve two aims, security of management rights and capital
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increase.

But there are many problems to be settled; such as, the status of
preferred shareholders, the coordination of conflict of interests
between common shareholders and preferred shareholders, and so on.

Therefore I would present five devices for improvement of nonvoting
preferred stock systea.

The first, the limit of the minimum rate of preferred dividend need
to be fixed by law and contents of-pref_er'enc_e ‘- rights -are required to
be 6unulative and participating. Besides, the rights of nonvoting

shareholders have to be authorized more widely.

The second is reinforcement of protection of nonvoting

shareholders. In order to achieve this aim, the nonvoting preferred
stocks has the participation rights to residual dividends and a
cumulative dividend right extending over the dividends of subsequent
fiscal years, but as usual has neither a participating right nor a

camulative dividend right.

The third is diversification of nonvoting preferred stock issued.

which are

The issue of convertible and redeemable stocks,

characteristically of the bond-type, guarantee more profits of
nonvoting shareholders.
The fourth is reduction of Agency Cost. The coordination of

interests between managers and shareholders, and the reinforcement of

internal and external audit system are useful for this purpose.
The fifth, the device for efficient operation of nonvoting

- 89 -



preferred stock system need to be considered. For the sake of elastic
issue of mnvoting prefrred stock system, the decision of details has
to be authorized to a board of directors at the most. And the

regulation on issue of nonvoting preferred stock has to be

supplemented.
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