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Squeeze Out of Minorirty Shareholders Under The
Amended Korean Commercial Code

Korean Commercial Code
(KCC) represent the most

compulsory acquisition. The compulsory
acquisition right allows a controlling share-
holder holding for his or its account 95 percent
or more of shares in a Korean target company
to require minority shareholders to sell their
shares to the controlling shareholder at an
agreed price or a fair price determined by the
court if no agreement is attainable.

The amended KCC grants minority share-
holders a sell-out right allowing minority
shareholders to require the controlling share-
holder at any time to buy out their shares at an
agreed price or a fair price determined by the
court.

The following requirements must be satis-
fied for a compulsory acquisition:

(a) The controlling shareholder should hold at
least 95 percent of the total issued and out- |

standing shares of the target company;

(b) The proposed compulsory acquisition
should be necessary to accomplish a “busi- |

ness purpose” of the target company;

(¢) The minority shareholders’ shares should
be appraised by a certified appraiser and
the outcome of such appraisal and other
details should be (i) disclosed in the notice
sent to the shareholders to convene a share-
holders” meeting (GMS) and (ii) explained
by the controlling shareholder at the GMS;

(d) The compulsory acquisition should be duly
approved at the GMS; and

(e) At least one month’s public and individual
notice on the compulsory acquisition
should be provided to the target company’s
shareholders.

Though straightforward at first glance, the
compulsory acquisition entails many issues
and uncertainties, and the legislature may need
to take a proactive approach in clarifying the

ecent amendments to the |

ambiguities. Additionally, rational interpreta- |
| tions of the new provisions are necessary to
promote compulsory acquisition. 1
extensive revisions since the

KCC’s enactment in 1962. |
Most notably, these amendments expressly
permit a new squeeze-out mechanism through
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Procedures for compulsory acquisition

Procedure
Appraisal by a certified appraiser

Guarantee to secure payment

Board of Directors (BOD) meet-
ing to convene a GMS

Delivery of Notice of GMS

GMS
Public notice in a daily newspaper

Separate notice to minority share-
holders and pledgees, if any

Exercise by the controlling
shareholder of the compulsory
acquisition right

Compulsory acquisition right
exercise becoming effective
Decision of the purchase price
(to be agreed between the par-
ties)

Obligation of the minority share-
holders to sell out their shares

Transfer of shares of the minority
shareholders

Details

- The appraisal report should set out the basis and

fairness of the calculation of the purchase price.

- Notice of GMS must include:
(i) the date and location of GMS;
(i) purpose of GMS (namely, to pass a shareholders

resolution approving the compulsory acquisition);

(iii) shareholding of the controlling shareholder;
(iv) purpose of the compulsory acquisition;
(v) an appraisal report issued by a certified appraiser

regarding the basis and fairness of the calculation
of the price; and

(vi) guarantee of the payment of the purchase price.

- The public notice must state that: (i) the minority

shareholders are required to deliver the respective
share certificates simultaneously upon receipt of the
purchase price; and (ii) in case where any share
certificate is not delivered, such share certificate will
become null and void on the date the purchase
price is paid to, or received by, a minority sharehold-
er or when the controlling shareholder deposits the
purchase price with the court (gong-tak in Korean).

- If the purchase price cannot be agreed between the

controlling shareholder and the minority shareholder
within 30 days from the exercise of the compulsory
acquisition right, either the controlling shareholder
or any minority shareholder may request the court
determine the purchase price.

- The minority shareholders are required to sell out

their shares at the purchase price agreed with the
controlling shareholders within two months of the
exercise of the compulsory acquisition.

- The shares are deemed to have been transferred

on the date the purchase price is paid to the minori-
ty shareholder.

- If the controlling shareholder does not know who a

minority shareholder is or a minority shareholder
refuses to accept the payment of the purchase price,
the controlling shareholder may deposit the pur-
chase price with the court (gong-tak in Korean), in
which event, the share is deemed to be transferred
on the date of such deposit.
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