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[Abstract]

LG Chem’s Company Split:

Holding Company Discount and the Remedy under Korean Law

Lee, Sang-Hoon G*

This article analyzes so called the holding company discount which will
allegedly arise from LG Chem's battery division plan announced on
September 16, 2020(hereinafter, the “Plan”).

The vertical split is a measure to change one company to two companies
with a vertical structure of holding company-subsidiary. In LG Chem’s
case, the vertical company split is an absolutely advantageous structure for
the controlling shareholder and the horizontal one is an absolute advantage
for general shareholders. The Plan proposed by the LG Chem’s management
seems to pursue ‘maintaining and strengthening control of the controlling
shareholder’ and ‘preempting by the controlling shareholder the future gain
expected from listing or selling the shares in battery division.

General shareholders should not be required to share the costs for
maintaining and strengthening the controlling power of the controlling
shareholders. It will be in line with the corporate law that the controlling
shareholder withdraw the current vertical split plan, unless the conflict of
interests be resolved.

In Korea the vertical company split normally causes serious damage to
the general shareholders’ value, creating so called holding company
discount. The paradigm in corporate directors’ fiduciary duty need be

changed to protect the general shareholders’ proportional interests.

Keywords : holding company discount, fiduciary duty, LG Chem, LG Energy
Solution, company split, proportionate interests of shareholders

* Prof., Kyungpook National University Law School



