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Article 5 (Companies subject to External Audit)
(1) "Company that meets the standards prescribed by Presidential Decree in terms of assets, liabilities,
number of employees or sales, as at the end of the immediately preceding business year" in the main
sentence of Article 4 (1) 3 of the Act means any of the following companies: <Amended on Oct. 13, 2020>
1. A company whose total amount of assets as of the end of the immediately preceding business year is
at least 50 billion won;
2. A company whose sales in the immediately preceding business year (where the immediately
preceding business year is less than 12 months, it shall be converted into 12 months, and less than one
month shall be deemed one month; hereinafter the same shall apply) are at least 50 billion won;
3. A company that meets at least two of the following:
(a) Total assets at the end of the immediately preceding business year are 12 billion won or more;
(b) Total debt at the end of the immediately preceding business year is 7 billion won or more;
(c) Sales of 10 hillion won or more in the previous business year;
(d) 100 or more employees as at the end of the immediately preceding business year (referring to
workers under Article 2 (1) 1 of the Labor Standards Act, excluding any of the following; hereinafter



the same shall apply):
(2) "Limited companies meeting the criteria prescribed by Presidential Decree" in the proviso of Article 4
(1) 3 of the Act means any of the following limited companies: Provided, That in cases of alimited
company which has converted its organization from a stock company to a limited company pursuant to
Article 604 of the Commercial Act after November 1, 2019, it means a company falling under any of the
subparagraphs of paragraph (1) for five years from the date of registration pursuant to Article 606 of the
same Act: <Amended on Oct. 13, 2020>
1. A limited company falling under paragraph (1) 1 or 2;
2. A limited company that falls under three or more of the following items:
(a) Total assets at the end of the immediately preceding business year are 12 billion won or more;
(b) Total debt at the end of the immediately preceding business year is 7 hillion won or more;
(c) Sales of 10 billion won or more in the previous business year;
(d) At least 100 employees as at the end of the immediately preceding business year;
(e) Members as at the end of the immediately preceding business year (referring to employees
specified in the articles of incorporation pursuant to Article 543 (2) 1 of the Commercial Act;
hereinafter the same shall apply) have at least 50 persons.
(3) "Company prescribed by Presidential Decree" in Article 4 (2) 2 of the Act means the following
companies:
1. A company that makes incorporation registration for the first time in the relevant business year
pursuant to Article 172 of the Commercial Act;
2. A company that falls under any of the following categories as of the closing date of the period for
appointing an auditor under Article 10 (1) and (2) of the Act [including a company which is recognized by
the Securities and Futures Commission established under Article 19 of the Act on the Establishment of Financial
Services Commission (hereinafter referred to asthe " Securities and Futures Commission"), and which comes to fall
under any of the following companies after the appointment of an auditor]:
() A company that is not a stock-listed corporation from among local public enterprises under the
Local Public Enterprises Act;
(b) An investment company or investment limited company under Article 9 (18) 2 or 3 of the
Financial Investment Services and Capital Markets Act, or a special-purpose company under Article
249-13 of the same Act;
(c) A corporate restructuring investment company under subparagraph 3 of Article 2 of the Corporate
Restructuring Investment Companies Act;
(d) A specia purpose company under subparagraph 5 of Article 2 of the Asset-Backed Securitization
Act;
(e) A company which has received a disposition of transaction suspension from the Korea Financial
Telecommunications and Clearings I nstitute established with the permission of the Financial Services
Commission pursuant to Article 32 of the Civil Act, and against which such disposition remains



effective: Provided, That a company for which a decision to commence rehabilitation proceedings
pursuant to the Debtor Rehabilitation and Bankruptcy Act has been made shall be excluded herefrom;
(f) A company whose dissolution, liquidation or bankruptcy has been registered or whose business
operations have been temporarily suspended for at least one year;

(g) A company that isin the process of a merger pursuant to Article 174 of the Commercial Act and
is doomed to disappear within the relevant business year;

(h) Other companies which are not required to receive an external audit on the grounds corresponding
to those prescribed in items (a) through (g) and which meet the standards publicly notified by the
Financial Services Commission.
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