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Legal Update

Shin & Kim Successfully Completes 
Landmark Minority Shareholder 
Squeeze-outs

Shin & Kim has recently completed several squeeze-outs of minority shareholders, acting for both 
Korean and foreign controlling shareholders of Korean companies.  These cases are the first known 
squeeze-outs in Korea utilizing the compulsory acquisition mechanism provided under the Korean 
Commercial Code (“KCC”).  

The KCC, as amended as of April 15, 2012, introduced a new squeeze-out mechanism through 
compulsory acquisition.  It provides that minority shareholders can be required to sell their shares at 
an agreed price to a controlling shareholder, and if no agreement is attained, the shares must be sold 
at a fair price as determined by the court.   

Though straightforward at first glance, the compulsory acquisition process entails many legal and 
practical issues and uncertainties.  This is because the relevant KCC provisions are unclear in some 
respects and there are no court precedents in Korea directly applicable to compulsory acquisition.  For 
example, issues arise regarding, among others: (i) what constitutes a “business purpose” required by 
the KCC for a compulsory acquisition; (ii) how the purchase price can be decided fairly if the parties 
are unable to reach agreement; (iii) how notices should be given to minority shareholders; and (iv) 
what requirements should be satisfied in order for a court deposit to be made properly.  Particularly, 
in cases where there are many minority shareholders and their whereabouts are not known, practical 
difficulties and complicated legal issues come up as to how purchase prices can be deposited with 
the court.  Shin & Kim has resolved and addressed such difficulties and issues in recent cases, setting 
meaningful precedents that will have a significant impact on subsequent squeeze-out cases.  

Compulsory acquisition may be a useful tool for listed companies going private following a tender 
offer and delisting, as well as for removing minority shareholders from a privately-held company.  
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Squeeze-outs, by their very nature, are prone to disputes, as the procedures are carried out against 
the will of minority shareholders.  Accordingly, it is essential to obtain the advice of experienced legal 
counsel when considering invoking such procedures. 

Should you have any questions regarding any of the foregoing, please feel free to contact us at any time. 

           Tong-Gun Lee  			   TEL : +82 2 316 4297	     E-Mail:  tglee@shinkim.com

           Myong-Hyon (Brandon) Ryu 	 TEL : +82 2 316 4276	     E-Mail:  mhryu@shinkim.com

           Min Kyung Kim			  TEL : +82 2 316 4279	     E-Mail:  mkkim@shinkim.com

           Soo Kyun Lee			   TEL : +82 2 316 1630	     E-Mail:  sklee@shinkim.com

Chambers Asia-Pacific Awards 2014
South Korea Law Firm of the Year : Shin & Kim


