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Abstract

1. Background and purpose

O Although the number of cooperatives under the “Framework Act on
Cooperatives” in Korea is on the rise, it is not easy for cooperatives to
transfer capital.

O When the government formulates the Third Basic Plan for Cooperatives
in line with the leap to the age of COOP 2.0, it presents various measures
for cooperative capital transfer.

O For this reason, it is necessary to consider the introduction of overseas
legislation on the introduction of the financial (including mutual aid)
system and the reserve fund system, and the direction of the introduction
of the legal system as a capital transfer proposal under the “Framework

Act on Cooperatives”

II. Main Content

O Status of the introduction of the current financial and non-divided
system under the laws related to cooperatives
- The “Framework Act on Cooperatives” describes the legal reserve fund
system and the voluntary reserve fund system.
- Preferred equity investment systems are already described in the

Agricultural Cooperatives Act, the Forest Cooperatives Act, the
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Saemaul Bank Act, and the Fisheries Cooperatives Act in the
Framework Act on Cooperatives.

- With regard to the financial system, a general cooperative under the
“Framework Act on Cooperatives’ may not engage in financial or
insurance business, but in the case of a social cooperative,
small-amount loans and mutual assistance to its members are
permitted. However, out of the current eight individual Acts of
cooperatives, except for the Consumer Cooperatives Act, other 7
individual Acts provide for credit business that cooperatives can carry
out.

- Regarding the financial system, there are no explicit provisions
concerning funds in the Framework Act on Cooperatives, but there are
provisions concerning funds in the Forest Cooperatives Act, the Credit
Cooperatives Act, the Small and Medium Business Cooperatives Act.

- With regard to mutual aid systems, all mutual aid activities are
provided for in the “Basic Act on Cooperatives” and the laws of eight
individual cooperatives.

- The Agricultural Cooperatives Act and the Consumer Cooperatives Act
provide for the non-divided reserve system, and the Framework Act on
Cooperatives provides similar provisions for social cooperatives

(Article 104).



O Introduction of financial and non-divided reserve systems under the laws
of cooperatives in major countries

- Preferred equity investment systems are described in the European
Cooperative Association Act and the Cooperative Association Act of
Quebec in Canada and the Cooperative Association Act of France.

- Cooperatives can operate Financial systems in the EU under the
“Principle of FEuropean Cooperatives Law (PECOL)", in France
(Financial Cooperatives), in Portugal under “Commercial Code”
(Cooperative Bond), in Italy (financial instruments such as investment
certificates) and in Germany (Cooperative Bank).

- Italy’s Civil Code, Spain’s Cooperative Act(Legal Fund for Education
and Public Relations), Portugal’'s Cooperative Act(Education and
Training Fund), and France’s Social Solidarity Economy Act
(Cooperative Development Fund) describe the financial system that
the cooperatives can carry out.

- The mutual aid system is described in Germany's ‘Insurance
Supervision Act,” Spain’s ‘Social Economy Act’ and autonomous state
law, and France’s ‘Act on the Status of Cooperatives (Mutual Aid and
Mutual Aid Associations).’

- Non-divided reserve funds are provided in the PECOL, Spain and
Portugal Cooperative Acts, France (“Social Solidarity Economy Act’),

and Italy’s Pandolfi Law and Civil Code.

SINMISU| YDJeasay uoljejsiba ealoy
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O Direction of cooperative capital procurement

- Criteria for direction of cooperative capital procurement shall be in
accordance with the ICA Cooperative Principles and the ICA
2020-2030 Strategic Plan.

- Regarding the preferred equity investment system under the
“Framework Act on Cooperatives,” it is necessary to consider the
introduction of legal grounds for the purchase and incineration of
preferred equity investment, provisions for the presumption of legal
holder for the possessor of securities, provisions for third-party
requirements for setting up against, and provisions for the grounds
for external investors’ purchase limits.

- With regard to the financial system, it is necessary to consider
measures that enable the use of social and economic finance, such
as financial cooperatives and social value solidarity funds, among
cooperatives under the existing Individual Cooperatives Act, rather
than the introduction of direct financing under the “Framework Act
on Cooperatives.”

- With regard to the financial system, it is necessary to establish, under
the “Framework Act on Cooperatives’, at least provisions for the
Education and Public Relations Fund or the Education and Training

Fund for cooperatives.



- Regarding mutual aid systems, it is necessary to embody mutual aid
systems in the subordinate laws and regulations under “Framework Act
on Cooperatives'.

- Regarding the non-divided reserve system, it is necessary to consider
to legislate the Education and Public Relations Fund or the Education

and Training Fund as the non-divided reserve.

Il. Expected Effects

O This report serves as a fundamental data or materials for financial legis
-lation recommendations under the “Framework Act on Cooperatives’
both at home and abroad.

O It also serves as a basic data or materials to legislate the capital transfer

system for supporting economic independence of cooperatives.

» Key Words : Cooperatives, Social Cooperatives, Cooperative Act, Framework Act
on Cooperatives, Capital Transfer
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