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[ Abstract ]

Improvement of Internal Control System in Korea
by introducing Integrated Internal Control System

Hyung-Suk Kim*

Many benefits can be derived through the implementation of an effective corporate
internal control system. An effective internal control system ensures that the resources
are utilized efficiently for their intended purposes, provides reliance to financial
statement, and prevents fraudulent practices. There had been many corrupt practices
that caused an adverse effect on the financial market and preventive internal control
system could have detected and avoided the errors and irregularities before the
have occurred in the first place.

Internal Control System is a process effected by an entity's board of directors,
management and other personnel - designed to provide reasonable assurance regarding
the achievement in the following categories; (a) effectiveness and efficiency of
operations, (b) reliability of financial reporting, and (¢) compliance with applicable
laws and regulations. Thus internal control system can be only considered effective
when all three of the system designed to achieve the objectives functions well.
However, the problem of internal control systme in Korea is that the laws regulating
each function of the internal control system are dispersed among the Corporate Act,

the Act on External Audit of Stock Companies, and Financial Investment Services

* J.D. Candidate 2012, Konkuk Law School,



and Capital Market Act. Thus, different duty is imposed on maintaining an internal
control system to a business entity depending on which law is applied and even
some are exempted from maintaining an internal control system.

For effective internal control, all three parts of the internal control system should
function well and be applied to all business entity regardless of size and type of
industry. Implementing and maintaining a effective internal control not only provides
useful information in managerial process, it imposes higher reliability on financial
reports and that they comply with the laws and regulations. Therefore, an integrated
internal control system should be governed by a single act and should be applied
to all business entity to prevent corrupt practices of corporations and reduce the

risk in the financial market.

Key Words : Integrated Internal Control System, Internal Audit, Internal Cont

roller, Compliance, Compliance Officer
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