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The main purpose of this study is to examine how the fact-finding courts should determine the
sales price of the shares with the restriction on transfer and choose the valuation methods therefor,
taking into account the finance theory and the comparative legal doctrines. The results of our study
are summarized as follows. (1) The DCF (discounted cash flow) method should be the primary
method for valuation because the DCF method is theoretically most reliable given the sufficient
data for calculation is available. (2) Minority discount should not be allowed because it would
distort the incentive of controlling shareholders. (3) llliquidity discount may be allowed because it
would not distort the incentive of controlling shareholders, while it does distort the incentive of
minority shareholders and encourage them to exercise their right to withdraw from the firm if not
allowed.
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The main purpose of this study is to examine how the fact-finding courts
should determine the sales price of the shares with the restriction on transfer and choose the
valuation methods therefor, taking into account the finance theory and the comparative legal
doctrines. The results of our study are summarized as follows. (1) The DCF (discounted cash flow)
method should be the primary method for valuation because the DCF method is theoretically most
reliable given the sufficient data for calculation is available. (2) Minority discount should not be

allowed because it would distort the incentive of controlling shareholders. (3) Illiquidity
discount may be allowed because it would not distort the incentive of controlling shareholders,
while it does distort the incentive of minority shareholders and encourage them to exercise their
right to withdraw from the firm if not allowed.
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