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Abstract

A Study on the Mandatory Cancellation of Treasury Shares

Lee, Chul-Song

This article examines the legal interpretation of the mandatory cancellation regime for
treasury shares introduced by the amendments to the Korean Commercial Act on 6 March
2026. It first reviews the evolution of the legislative policy governing treasury shares under
the Korean Commercial Act and analyzes the significance of the recent amendments (Part
II). In this section, the article considers the legal nature of the mandatory cancellation
requirement and concludes that it should be understood as a regulatory provision rather
than a mandatory validity rule.

The article then analyzes the implications of the amendment to the former proviso to
Article 343(1) of the Commercial Act, which had permitted the cancellation of treasury
shares solely by a resolution of the board of directors (Part III). It further examines the
effects of the cancellation of treasury shares on corporate capital under the Commercial Act
and analyzes whether cancelled shares may subsequently be reissued, comparing Korean
law with the prevailing interpretations under Japanese company law (Part IV).

Although the amended Commercial Act establishes mandatory cancellation as the general
rule, it also provides for broad exceptions. Given that these exceptions are expected to
serve as important mechanisms enabling companies to adapt to the new statutory regime
while maintaining flexibility in treasury share management, the article provides a detailed
analysis of their scope and operation (Part V).

The amended Act also provides that the rules governing the issuance of new shares shall
apply mutatis mutandis to the disposal of treasury shares, while leaving the precise scope
of such application to academic interpretation. This article proposes methods for applying
the relevant provisions on a provision-by-provision basis. Particular attention is given to
issues arising from the application of the provisions governing actions for the invalidation

of new share issuances.
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Finally, the article examines the legal consequences of holding or disposing of treasury
shares in violation of the mandatory cancellation provisions. It argues that the amended Act
constitutes an imperfect legal norm in this respect—entirely so with respect to unlisted
companies and partially so with respect to listed companies—and concludes by

recommending legislative amendments to address these deficiencies.

Key Words : cancellation of own shares, compulsory cancellation of own shares, disposal of

own shares, own shares, treasury stocks



