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A Study on Auditor Designation System
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Abstract As a part of Korean accounting reforms through the improvement of the accounting and audit related
systems, the amendment bill of ‘Act on External Audit of Stock Compamies’s was passed in the Natinal
Assembly plenary session in 2017, the amended act has been enforced except some regulations since the
business year on November 1, 2018, and all the amended matters will be applied from the business year of
2024. The reasons for auditor designation in 2019 are ‘pre-IPO’ 331 companies, 220 periodic designation
companies, 197 companies that had operating loss for three consecutive years, 112 companies with issues for
administration, 108 companies with excessive debt ratio and 66 companies with no auditors. Regarding the
reasons for the increase of auditor designation, 475 companies were increased in accordance with the new
designation standard by the amended bill of Act on External Audit of Stock Companies, 114 companies were
increased due to the abolition of the considered designation system of companies to be listed, and 90 companies
were increased based on the increase of listed companies incorporated to issues for administration. In 2020, 462
companies had periodical designation (434 listed, 28 non-listed), adding 242 companies (110%) over a year. In
terms of direct designation, ‘pre-IPO’ accounted for the most (362 companies), followed by ‘3 consecutive years
of operating loss’ (245 companies), then by companies with administration issues (133 companies), and CEO &
largest sharholder replacement. Regarding the designation of auditors according to accounting firms in 2020, A
group that includes(top 4) accounting firms(Samil, Samjeong, Hanyeong, Anjin) had 526 companies(34.6%), which
ia an incease of 72 companies from the previous year(454 companies, 37.1%), but the weight decreased by 2.5%.
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