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<Abstract=>

Squeeze-out of Minority Shareholders by a Reverse Stock Split

Lee, Hyo In

Through the revision of the Commercial Act in 2011, dominating shareholders were able to
squeeze out minority shareholders systematically. Dominating shareholders were able to forcibly
purchase shares of minority shareholders with the right of buy-out, and the merger was flexible
through a grant merger system designed to provide cash or other property as all or part of the
consideration to shareholders of the disappearing company. Despite the establishment of a system
to squeeze out minority shareholders through the revised Commercial Act, the Commercial Act
still leaves the way for squeezing out minority shareholders indirectly. Reverse stock splits can be
used to reduce shareholder management costs and improve management efficiency, but the system
can be abused, such as excessively setting reverse stock splits ratio, resulting in squeeze-out
minority shareholders. In the case of W Construction, reverse stock splits was carried out by
applying a ratio of 10,000:1, and through this, the remaining shareholders, except for three
shareholders, lost their rights. In this paper, 1 would like to look into the system for squeeze-out
minority shareholders under the Commercial Act and think about related precedents compared to

reverse stock splits.

Keywords : Reverse stock splits, Squeeze-out, Compulsory acquisition, Shareholder's equality

principle
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