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PART Ⅰ GENERAL PROVISIONS

CHAPTER Ⅰ COMMON PROVISIONS

Article 1 (Applicable Rules to Commercial Matters)

When there is no provision in this Act as to a commercial matter, the 

commercial customary law shall apply; and if there is no such law, the 

provisions of the Civil Act shall apply.

Article 2 (Commercial Activities by Public Juristic Persons)

Except as otherwise provided for by any Acts and subordinate statutes, this  

Act shall apply to commercial activities effected by a public juristic person.

Article 3 (Unilateral Commercial Activities)

If an act of a party among the relevant parties is considered as a commer- 

cial activity, this Act shall apply to all the parties involved.

CHAPTER Ⅱ  MERCHANTS

Article 4 (Merchant-by Nature of Business)

A person who engages in commercial activities in his own name is called 

a merchant.
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Article 5 (Merchant-by Legal Construction)

(1) A person who engages in a business in a merchant’s way maintaining 

a shop or similar equipment shall be deemed to be a merchant, even if 

he does not engage in commercial activities.

(2) The provisions of paragraph (1) shall also be applicable to a company 

even if it does not engage in commercial activities.

Article 6 (Business of Incompetent Person and Registration thereof)

When a minor or a quasi-incompetent person engages in any business 

upon the permission of his legal representative, registration thereof shall 

be effected.

Article 7 (Incompetent Person and Member with Unlimited Liability)

When a minor or quasi-incompetent person has become a member with 

unlimited liability of a company upon the permission of his legal repre-

sentative, he shall be deemed to be a person with full capacity in respect 

of any act done in the capacity of such member.

Article 8 (Representation of Business by Legal Representative)

(1) If a legal representative engages in any business on behalf of a minor, 

quasi-incompetent or incompetent person, registration thereof shall be 

effected.

(2) Any restriction upon the authority of legal representative shall not 

be effective against a third person acting in good faith.

Article 9 (Petty Merchants)

The provisions relating to manager, trade names, trade books, and commer-

cial registrations shall not apply to petty merchants.

CHAPTER Ⅲ  TRADE EMPLOYEES

Article 10 (Appointment of Manager)

A merchant may appoint a manager and have him run business either 

at the principal office or at a branch office.

Article 11 (Agency Authority of Manager)

(1) A manager may perform all judicial and extra-judicial acts relating 

to his business on behalf of the proprietor of the business.

(2) A manager may appoint and dismiss shop clerk and other employees 

who are not managers.

(3) Any restriction upon the authority of a manager shall not be effective 
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against a third person acting in good faith.

Article 12 (Co-manager)

(1) A merchant may cause several managers to exercise the agency of 

authority on a joint basis.

(2) In the case mentioned in the preceding paragraph, any declaration 

of intention made to any one of the managers shall be effective as to the 

proprietor of the business.

Article 13 (Registration of Manager)

The appointment of a manager and the extinguishment of his agency of 

authority shall be registered by the merchant at the place either of the 

principal office or of the branch office for which he has been appointed. 

The same shall apply to matters as provided for in paragraph (1) of the 

preceding Article, and to any alteration thereof.

Article 14 (Apparent Manager)

(1) An employee who has been given a title of a head of business of the 

principal office or of a branch office or such other person as has similar 

title shall be deemed to have the same authority as that of a manager 

of the principal office or of a branch office. This shall not, however, apply 

in respect of judicial acts.

(2) The provisions of the preceding paragraph shall not apply in cases 

where the other party has acted in bad faith.

Article 15 (Employee Invested with Partial Comprehensive Agency Au-

thority)

(1) An employee who has been entrusted with certain branches of business 

or specified matters relating to business may effect all acts other than 

judicial acts.

(2) The provisions of Article 11 (3) shall apply mutatis mutandis to the 

case mentioned in the preceding paragraph.

Article 16 (Employee of Shop which Sells Goods)

(1) An employee of a shop which sells goods shall be deemed to have all 

the power in regard to the sale of goods.

(2) The provisions of Article 14 (2) shall apply mutatis mutandis to the 

case mentioned in the preceding paragraph.

Article 17 (Duties of Trade Employee)

(1) Without the allowance of the proprietor of the business, a trade 

employee shall neither effect any transaction falling within the class of 
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the proprietor’s business on his account or on that of a third person nor 

shall he become a member with unlimited liability, nor a director of a 

company, nor a employee of another merchant.

(2) In the case that a trade employee has effected a transaction in con-

travention of the provisions of the preceding paragraph, and such trans-

action has been effected on his account, the proprietor of the business 

may regard such a transaction as effected on his own account, and if it 

has been effected for the account of a third person, the proprietor may 

request the employee to transfer the profit accrued from such transaction 

to himself.

(3) The provisions of the preceding paragraph shall not affect the ter-

mination of a contract by the proprietor against an employee or the pro-

prietor’s claims for damages against a trade employee.

(4) The right mentioned in paragraph (2) shall become extinct after two 

weeks from the time when the proprietor has become aware of such trans-

action or after one year has elapsed from the time when the transaction 

has been effected.

CHAPTER Ⅳ  TRADE NAMES

Article 18 (Free Choice of Trade Name)

A merchant may use his full name or any other denomination as his trade 

name.

Article 19 (Trade Name of Company)

The word “partnership company”, “limited partnership company”,”stock 

company” or “limited liability company” shall be contained in the trade 

name of a company according to its nature.

Article 20 (Ban on Illegal Use of Trade Name of Company)

No person other than a company may use, in the trade name, any word 

which is suggestive of a company. This shall apply even in cases where 

the business of a company has been acquired by transfer.

Article 21 (Unitary Trade Name)

(1) A single trade name shall be used in the same business.

(2) A trade name of a branch office shall expressly show its dependent 

relationship to the principal office.

Article 22 (Effect of Registration of Trade Name)
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No trade name which has been registered by another person shall be 

registered as a trade name of the same kind of business in the same Seoul 

Special Metropolitan City, Metropolitan City, and Shi/Kun. <Amended by 

Act No. 3724, Apr. 10, 1984; Act No. 4796, Dec. 22, 1994; Act No. 5053, Dec. 29, 1995>

Article 22-2 (Provisional Registration of Trade Name)

(1) If any person intends to establish a stock or limited liability company, 

he may apply for a provisional registration of the trade name to the registry 

having the jurisdiction over the place of its principal office.

(2) If a company intends to change either or both of its trade name or/and 

purpose, it may apply for a provisional registration of its trade name to 

the registry having the jurisdiction over the place of its principal office.

(3) If a company intends to move its principal office, it may apply for 

a provisional registration of its trade name to the registry having the 

jurisdiction over the place to which it is to move.

(4) In application of Article 22, the provisional registration of the trade 

name shall be deemed to be as registration of the trade name.

(5) Deleted. <by Act No. 8582, Aug. 3, 2007>
[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 23 (Prohibition of Use of Trade Name which is likely to Miscon- 

ceive Ownership of Business)

(1) No person shall, for unfair purpose, use any trade name which is likely 

to induce others to believe that it represents the business of another person.

(2) In cases where a person has used such a misrepresenting trade name 

in contravention of the provisions of paragraph (1), any person whose 

interest is likely to be thereby harmed or any person who has registered 

his trade name may demand cessation of its use.

(3) The provisions of paragraph (2) shall not prejudice any claim for 

damages.

(4) Any person who uses the registered trade name of another person 

in the same Seoul Special Metropolitan City, Metropolitan City, and Shi/ 

Kun, in respect of the same kind of business shall be presumed to have 

done so for unfair purpose. <Amended by Act No. 3724, Apr. 10, 1984; Act No. 4796, 

Dec. 22, 1994; Act No. 5053, Dec. 29, 1995>

Article 24 (Liability of Person who has Lent His Name)

A person, who has allowed another person to carry on business using his 

name or trade name, shall be liable jointly and severally with such other 
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person to effect performance in respect of any obligation arising from a 

transaction in favor of a third person who has effected such transaction 

in the belief that such other person was the proprietor of the business.

Article 25 (Transfer of Trade Name)

(1) A trade name may be transferred only in cases where business is dis-

continued or it is transferred together with the business.

(2) Transfer of a trade name shall not be effective as to third persons 

unless it has been registered.

Article 26 (Effect of Failure to Use Trade Name)

If a person who has registered his trade name has failed to use it for 

a period of two years without any justifiable reason, he shall be deemed 

to have abolished trade name.

Article 27 (Application for Cancellation of Registration of Trade Name)

If a trade name has been altered or abolished, and the person who has 

registered such trade name has failed to register such alteration or 

abolition within two weeks, any person interested may apply to the court 

for the cancellation of such registration.

Article 28 (Penalties for Illegal Use of Trade Name)

Any person who has violated Articles 20 and 23 (1) shall be punished 

for a fine for negligence not exceeding two million won. <Amended by Act 

No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995>

CHAPTER Ⅴ  TRADE BOOKS

Article 29 (Kinds of and Principles to Make Trade Books)

(1) In order to make clear the situation of property, profit and loss in 

the business, the merchant shall prepare an account book and balance 

sheet.

(2) Except as otherwise provided by this Act, the trade books shall be 

made in accordance with the generally fair and proper accounting prac-

tices.
[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 30 (Method to Make Trade Books)

(1) In an account book, there shall be entered transactions and other 

particulars having effect on property in business.

(2) A merchant shall, at the time of commencement of his business and 
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thereafter at a fixed time, at least once a year, prepare a balance sheet 

based on the account books and those who prepared it shall write his 

name and affix his seal or sign thereon, and a company shall prepare 

such a balance sheet in the same manner as a merchant at the time of 

its formation and at the end of each period for the settlement of accounts. 

<Amended by Act No. 5053, Dec. 29, 1995> 

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 31 (Principles for Valuation of Assets)

Assets to be entered in an account book shall be valued as follows:

 1. The current assets shall be valued on the basis of the acquisition cost, 

manufacturing cost or current price: Provided, That if the current price 

is remarkably lower than the acquisition cost or manufacturing cost, 

the valuation shall be made according to the current price; and

 2. The fixed assets shall be valued on the basis of the acquisition cost 

or manufacturing cost, less a reasonable depreciation, but when any 

unexpected diminution has occurred, a reasonable reduction shall be 

made.
[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 32 (Production of Trade Books)

The court may, on application or by its own initiative, order a party to 

an action to produce his trade books or any part thereof.

Article 33 (Preservation of Trade Books, etc.)

(1) Every merchant shall preserve his trade books, and all important 

documents relating to his business, for a period of ten years: Provided, 

That the slips or similar documents shall be kept for five years. <Amended 

by Act No. 5053, Dec. 29, 1995>

(2) The period mentioned in the preceding paragraph shall be computed 

in the case of trade books as from the time at which the book has been 

closed.

(3) The books and documents as referred to in paragraph (1) may be 

preserved by means of the microfilms and other data processing systems. 

<Newly Inserted by Act No. 5053, Dec. 29, 1995>

(4) In cases where the books and documents are preserved under para- 

graph (3), the method of preservation and other necessary matters shall 

be determined by the Presidential Decree. <Newly Inserted by Act No. 5053, 

Dec. 29, 1995>
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CHAPTER Ⅵ  COMMERCIAL REGISTRATION

Article 34 (General Rules)

Matters as required to be registered under this Act shall, on the application 

of the party concerned, be entered in the commercial register maintained 

by the court having jurisdiction over the place of business office.

Article 34-2 Deleted. <by Act No. 8582, Aug. 3, 2007>

Article 35 (Registration at Place of Branch Office)

Matters as required to be registered at the place of the principal office 

shall, except as otherwise provided in this Act, be registered also at the 

place of each branch office.

Article 36 Deleted. <by Act No. 5053, Dec. 29, 1995>

Article 37 (Effect of Registration)

(1) Matters as required to be registered shall not be effective as to any 

third person acting in good faith without registering them.

(2) Even after the registration is made, if the third person fails to know 

it for any justifiable reason, the provisions of paragraph (1) shall be ap-

plicable.
[This Article Wholly Amended by Act No. 5053, Dec. 29, 1995]

Article 38 (Effect of Registration at Location of Branch Office)

In cases where matters required to be registered at the place of a branch 

office have not been registered, the provisions of the preceding Article 

shall apply only to transactions at such branch office.

Article 39 (False Registration)

A person who has either intentionally or negligently registered any matters 

which are different from the truth shall assert the difference of such  

matters to a third person acting in good faith.

Article 40 (Registration of Changes or Extinguishment)

If any change has occurred to any of the matters registered, or if any 

of such matters have been extinguished, the party concerned shall effect 

registration of such change or extinguishment without delay.

CHAPTER Ⅶ  TRANSFER OF BUSINESS

Article 41 (Prohibition of Competitive Business of Transferor)
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(1) When a person has transferred his business, he shall neither, for a 

period of ten years, carry on the same kind of business in the same Seoul 

Special Metropolitan City, Metropolitan City, or Shi/Kun, nor in any 

adjacent Seoul Special Metropolitan City, Metropolitan City, or Shi/Kun, 

unless the parties have made any specific agreement. <Amended by Act No. 

3724, Apr. 10, 1984; Act No. 4796, Dec. 22, 1994; Act No. 5053, Dec. 29, 1995>

(2) If the transferor has made an agreement not to carry on the same 

kind of business, such agreement shall be valid, only in the same Seoul 

Special Metropolitan City, Metropolitan City, Shi/Kun and in any adjacent 

Seoul Special Metropolitan City, Metropolitan City, Shi/Kun, and only 

for a period not exceeding twenty years. <Amended by Act No. 3724, Apr. 10, 

1984; Act No. 4796, Dec. 22, 1994; Act No. 5053, Dec. 29, 1995>

Article 42 (Liability of Business Transferee who Continues to Use Trade 

Name)

(1) If the transferee of a business continues to use the trade name of 

the transferor, he shall also be liable to effect performance in respect of 

any claim of a third person arising from the business of the transferor.

(2) The provisions of the preceding paragraph shall not apply in cases 

where the transferee has, without delay after the transfer of the business, 

effected the registration to the effect that he shall not be liable for any 

obligation of the transferor. The same shall apply to a third person to 

whom both the transferor and the transferee have, without delay after 

the transfer of the business, dispatched notice to the above effect and 

who has received such notice.

Article 43 (Performance of Obligations to Business Transferee)

In the case mentioned in paragraph (1) of the preceding Article, a per-

formance made to the transferee in respect of any obligation that has 

arisen from the business of the transferor shall be valid, in cases where 

the obligor effecting the performance has acted in good faith and without 

gross negligence.

Article 44 (Liability of Business Transferee who has Made Advertisement 

of Obligation Acceptance)

If, in cases where the transferee does not continue to use the transferor’s 

trade name, he has made an advertisement to the effect that he will be 

liable for any obligation arising from the business of the transferor, the 

transferee shall also be liable to effect performance of such obligation.
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Article 45 (Duration of Liability of Business Transferor)

If the transferee is liable for any obligation of the transferor in accordance 

with the provisions of Article 42 (1) or of the preceding Article, the 

obligation of the transferor in respect of a third person cease to exist 

after the lapse of two years subsequent to the transfer of the business 

or to an advertisement.

PART Ⅱ  COMMERCIAL ACTIVITIES

CHAPTER Ⅰ  COMMON PROVISIONS

Article 46 (Basic Commercial Activities)

The following activities which are effected as business are called commercial 

activities: Provided, That this shall not apply to such activities as are 

effected by persons who manufacture Articles or render services solely 

for the purpose of earning wages: <Amended by Act No. 5053, Dec. 29, 1995> 

 1. Sales of movables, immovables, valuable instruments and any other 

properties;

 2. Lease of movables, immovables, valuable instruments, and any other 

properties;

 3. Activities relating to the manufacturing, processing, or repairing;

 4. Activities relating to the supply of electricity, electric wave, gas, or 

water;

 5. Acceptance of contracts to complete works or to supply service;

 6. Activities relating to publishing, printing, or photographing;

 7. Activities relating to advertisements, communications, or information;

 8. Receiving and giving the credit, exchange, and other financial trans-

action;

 9. Activities utilizing facilities to accomodate visitors;

10. Acceptance of agency for commercial transactions;

11. Activities relating to brokerage;

12. Activities relating to commission agency and any other intermediation;

13. Acceptance of carriages;

14. Acceptance of bailments;

15. Acceptance of trusts;

16. Mutual savings accounts and other similar act;
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17. Insurance;

18. Activities relating to picking of minerals or soil and stone;

19. Act concerning financial lease of machines, equipment and other prop-

erty;

20. Act concerning business by a consent to the use of trade name, trademark, 

etc.; and

21. Act concerning purchase, recovery, etc. of any business claims.

Article 47 (Subsidiary Commercial Activities)

(1) Activities effected by a merchant for the purpose of his business shall 

be deemed to be commercial activities.

(2) The activities of a merchant shall be presumed to be effected for the 

purpose of his business.

Article 48 (Methods of Agency)

An activity by an agent for effecting commercial activities shall be effective 

for his principal, even though the agent has not disclosed the fact that 

he is acting on behalf of the principal: Provided, That when the other 

party did not know that the transaction was effected on behalf of the 

principal, he may demand performance to the agent.

Article 49 (Mandate)

A person who has received a mandate for effecting commercial activities 

may effect activities for which he has not received any specific mandate 

in so far as such activities are not contrary to the essence of the mandate.

Article 50 (Continuation of Agency Authority)

The agency authority arising from a mandate for effecting commercial 

activities shall not be extinguished for the reason of the death of the 

principal.

Article 51 (Binding Force of Offer of Contract Inter Presentes)

An offer to enter into a contract made inter presentes, shall lapse, if not 

immediately accepted by the offeree.

Article 52 (Binding Force of Offer of Contract Inter Absentees)

(1) An offer to enter into a contract in respect of which no period of 

acceptance has been fixed, when made inter absentees, shall lapse, if 

notice of its acceptance is not dispatched by the offeree within a reasonable 

period.

(2) The provisions of Article 530 of the Civil Act shall apply mutatis 

mutandis to the case mentioned in the preceding paragraph.
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Article 53 (Duty to Dispatch Notice of Acceptance or Rejection)

When a merchant has received an offer to enter into a contract which 

falls within any of the branches of the business carried on by him from 

a person with whom he is in regular business relations, he shall dispatch 

notice of acceptance or rejection without delay. If he has neglected to dispatch 

such notice, he shall be deemed to have accepted the offer.

Article 54 (Legal Rate of Interest in Commercial Activities)

The legal rate of interest on obligations resulting from commercial activity 

shall be six percent per annum. <Amended by Act No. 1212, Dec. 12, 1962>

Article 55 (Demand for Legal Interest)

(1) If a loan for consumption has been effected between merchants, the 

lender may demand the payment of legal interest thereon.

(2) If a merchant has made substituted donation for another person, 

within the scope of his own business, he may demand legal interest thereon 

from the day on which the substituted donation was made.

Article 56 (Place of Performance of Obligation Arising out of Transaction 

of Branch Office)

If the place of performance of an obligation arising from a activity at a 

branch office has not been specified either by the nature of the activity 

or by any declaration of intention by the parties, the place of performance 

of any obligations other than the delivery of a specific thing shall be deemed 

to be the place of such branch office.

Article 57 (Joint and Several Obligations of Obligors and Guarantors)

(1) If two or more persons have assumed an obligation through a trans-

action which is a commercial activity in respect of one or all of them, 

they shall be liable jointly and severally for the obligation.

(2) In cases where there is a guarantor, if the guaranty itself is a com-

mercial activity, or if the principal obligation has arisen out of a commercial 

activity, the principal obligor and the guarantor shall jointly and severally 

be liable for the obligation.

Article 58 (Mercantile Lien)

If a claim which has arisen from a commercial activity between merchants 

has become due, the obligee may, until he has obtained performance thereof, 

retain things or valuable instruments belonging to the obligor which have 

come into his possession through a commercial activity with the obligor. 

This shall not apply, however, in cases where there is any specific agreement 
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between the parties.

Article 59 (Admission of Forfeited Pledge)

The provisions of Article 339 of the Civil Act shall not apply to a pledge 

to secure an obligation arising out of a commercial activity.

Article 60 (Duty to Hold Goods in Custody)

In case a merchant has received a sample or any other goods with an 

offer to enter into a contract which falls within any of the class of the 

business carried on by him, he shall, even though he has refused the offer, 

hold such goods in his custody at the expense of the offeror. This shall 

not apply, however, in cases where the value of the goods is insufficient 

to cover the expenses of custody, or where he might sustain damage through 

such custody.

Article 61 (Merchant Right to Demand Remuneration)

A merchant who has performed, on behalf of another person, an act within 

the scope of his own business may demand a reasonable remuneration 

in respect of such an act.

Article 62 (Liability of Merchant who Accepted Deposit of Goods)

A merchant who has accepted deposit of goods within the scope of his 

own business, even though he does not receive any remuneration thereof, 

shall exercise the care of a good manager.

Article 63 (Business Hours and Performance of Obligation or Demand 

thereof)

Where business hours have been fixed by Acts and subordinate statutes, 

or customs, the performance of an obligation or a demand for such perfor-

mance shall be made only during such hours.

Article 64 (Extinctive Prescription for Commercial Claim)

Except as otherwise provided in this Act, a claim which has arisen through 

a commercial activity shall be extinguished by prescription if it is not 

exercised within five years: Provided, That if a shorter period for pre-

scription is provided by other Acts and subordinate statutes, such 

provision shall apply.

Article 65 (Valuable Instruments and Mutatis Mutandis Application)

The provisions of Articles 503 through 525 of the Civil Act shall apply 

to valuable instruments issued for the purpose of payment of money, things, 

or other valuable instruments, and further the provisions of Article 12(1) 

and (2) of the Bills of Exchange and Promissory Notes Act shall apply 
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mutatis mutandis to the aforesaid valuable instruments. <Amended by Act 

No. 1212, Dec. 12, 1962>

Article 66 (Quasi Commercial Transactions)

The provisions of this Chapter shall apply mutatis mutandis to the trans-

actions effected by merchants under the provisions of Article 5.

CHAPTER Ⅱ  SALE

Article 67 (Rights of Seller for Deposit and Auction of Subject-Matter)

(1) If, in the case of a sale between merchants, the buyer refuses or is 

unable to take delivery of the subject-matter of such sale, the seller may 

deposit it or may sell it by auction after he has given peremptory notice 

to accept within a reasonable period fixed by him. In such case, he shall 

dispatch notice of that fact to the buyer without delay.

(2) If, in the case mentioned in the preceding paragraph, the seller is 

unable to give peremptory notice to the buyer, or the subject-matter is 

likely to lost or injured, he may sell it by auction without giving peremptory 

notice.

(3) In cases where the seller has sold the subject-matter of the sale by 

auction in accordance with the provisions of the preceding two paragraphs, 

he shall deposit the balance after deducting cost of the auction from them: 

Provided, That he may appropriate the whole or a part of such proceeds 

to the purchase price.

Article 68 (Rescission of Contract of Sale at Fixed Time)

In a sale between merchants, if, according to the nature of the sale or 

any declaration of intention of the parties, the purpose of the contract 

cannot be attained unless it is performed at a fixed time or within a fixed 

period, and one of the parties has allowed the time to elapse without 

performance on his part, the other party shall be deemed to have rescinded 

the contract unless he immediately demands performance.

Article 69 (Buyer’s Duty to Examine Subject-Matter and to Notify Defects 

therein)

(1) In the case of a sale between merchants, the buyer shall, upon taking 

delivery of the subject-matter, examine it without delay, and if he discovers 

any defects therein or any deficiency in quantity, he shall immediately 

dispatch notice thereof to the seller, otherwise, he has no right to rescind 



COMMERCIAL ACT

15

the contract, to demand a reduction in the price or to claim damages 

thereby. The same shall apply in cases where, within six months, the 

buyer discovers in the subject-matter of the sale a defect which was not 

immediately discoverable.

(2) The provisions of the preceding paragraph shall not apply to the seller 

acting in bad faith.

Article 70 (Buyer’s Duty of Custody or Deposit of Subject-Matter)

(1) In the case mentioned in the preceding Article, the buyer shall, even 

though he has rescinded the contract, hold the subject-matter of the sale 

in his own custody or deposit it at the seller’s expense: Provided, That 

if it is likely to be lost or injured, he shall, with the permission of the 

court, sell it by auction, and shall hold the proceeds thereof in his own 

custody or deposit them.

(2) When the buyer has effected a sale by auction in accordance with 

the provisions of the preceding paragraph, he shall dispatch notice of the 

fact to the seller without delay.

(3) If the delivery place of the goods concerned is in the same Seoul Special 

Metropolitan City, Metropolitan City or Shi/Kun as the business office 

or domicile of the seller, the provisions of paragraphs (1) and (2) shall 

not be applicable. <Amended by Act No. 5053, Dec. 29, 1995>

Article 71 (Idem-Case where Quantity is in Excess)

The provisions of the preceding Article shall apply mutatis mutandis to 

the difference or exceeded parts, if the goods delivered by the seller to 

the buyer are different from the subject-matter of the sale or the quantity 

of the goods delivered exceed that of the sale.

CHAPTER Ⅲ  MUTUAL ACCOUNT

Article 72 (Definition)

A mutual account is formed when, in cases where merchants or a merchant 

and a non-merchant regularly transact with each other, they agree to 

set off the total amounts of the claims and of the obligations arising from 

their transactions within a fixed period and to pay the balance thereof.

Article 73 (Special Provisions concerning Claims and Obligations Repre-

sented by Commercial Papers)

In case where claims or obligations based upon a bill or any other commercial 
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papers have been entered in the mutual account, and the obligor on such 

paper has failed to perform, the parties may remove the items relating 

to such obligations out of the mutual account.

Article 74 (Period of Mutual Account)

If the parties have not determined the period in respect of which the set-off 

is to be effected, such period shall be six months.

Article 75 (Acknowledgement of and Objections to Statement of Account)

When the parties have acknowledged a statement of account containing 

the various items of claims and obligations, they may not thereafter raise 

objections regarding any such items: Provided, That this shall not apply 

where there is an error or omission therein.

Article 76 (Legal Interest in regard to Right to Balance)

(1) In regard to the balance resulting from the set-off, the creditor may 

claim legal interest thereon from the day on which the account was closed.

(2) Irrespective of the provisions of the preceding paragraph, the parties 

may agree to stipulate the interest on each item from the day on which 

it was entered in the mutual account.

Article 77 (Termination)

Each party may terminate the mutual account at any time. In such case, 

he may immediately close the mutual account and demand payment of 

the balance.

CHAPTER Ⅳ  UNDISCLOSED ASSOCIATION

Article 78 (Definition)

An undisclosed association is formed when the parties agree that one of 

them shall make a contribution toward the business of the other and they 

shall divide any profits accruing from such business.

Article 79 (Contribution by Undisclosed Partner)

The contribution made in terms of money or property by the undisclosed 

partner shall be regarded as the property of the proprietor of the business.

Article 80 (Relation between Undisclosed Partner and Third Person)

The undisclosed partner neither acquires rights nor incurs obligations with 

regard to the third persons through the acts of the proprietor.

Article 81 (Liability for having Consented to Use Name or Trade Name)

If the undisclosed partner has consented to the use of his name in the 
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trade name of the proprietor of the business, or to the use of his own 

trade name as that of such proprietor, he shall be jointly and severally 

liable with the proprietor for any obligations subsequent to such use.

Article 82 (Dividend of Profits and Bearing Part of Loss)

(1) If the contribution of the undisclosed partner has been diminished 

by losses, he may not demand any dividend of profits until such loss has 

been compensated.

(2) Even if the loss has exceeded the amount of the contribution, the 

undisclosed partner shall not be bound to return the profits which he has 

taken or to increase the capital.

(3) The provisions of the preceding two paragraphs shall not apply in 

cases where there is an agreement between the parties.

Article 83 (Termination of Contract)

(1) If the duration of an undisclosed association has not been fixed by 

the contract of association, or if it has been agreed thereby that such 

association shall continue to exist during the life of one of the parties, 

either party may terminate the contract at the end of any business year: 

Provided, That the termination shall be notified to the other party six 

months prior to the termination.

(2) Where unavoidable reasons exist, either party may terminate the con-

tract at any time, irrespective of whether the duration of the association 

has been fixed or not.

Article 84 (Termination of Contract)

A contract of undisclosed association shall be terminated by any of the 

following reasons:

 1. Cessation or transfer of the business;

 2. Death of, or adjudication of incompetency against, the proprietor of 

the business; and

 3. Bankruptcy of the proprietor of the business or of the undisclosed party.

Article 85 (Effect of Termination of Contract)

Upon the termination of a contract of undisclosed association, the proprietor 

of the business shall return to the undisclosed partner the value of his 

contribution. In case, however, the contribution has been diminished by 

losses, only the balance need to be returned.

Article 86 (Applicable Provisions)

The provisions of Articles 272, 277 and 278 shall apply mutatis mutandis  
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to the undisclosed partner.

CHAPTER Ⅴ  COMMERCIAL AGENTS

Article 87 (Definition)

A person who makes it his business to act on behalf of a particular 

merchant not as an employee of any person but as agent or broker in 

transactions falling within the class of business carried on by principal, 

is called a commercial agent.

Article 88 (Duty to Notify)

When a commercial agent has acted as agent or broker in any transactions, 

he shall dispatch a notice thereof to the principal without delay.

Article 89 (Prohibition of Competitive Business)

(1) Without the permission of the principal, a commercial agent shall not 

effect, for his own account or for the account of a third person, any 

transaction which falls within the class of business performed by the 

principal, or become a member with unlimited liability or a director of 

a company whose purpose is to engage in the same kind of business of 

the principal.

(2) The provisions of Article 17 (2) through (4) shall apply mutatis 

mutandis if a commercial agent has been in contravention of the provisions 

of the preceding paragraph.

Article 90 (Power to Receive Notices)

A commercial agent entrusted with the sale of goods or with the brokerage 

relating thereto shall be entitled to receive notice of defects in the subject-

matter of the sale or deficiencies in their quantity, and any other notice 

relating to the performance of the contract for sale.

Article 91 (Lien of Commercial Agent)

A commercial agent may retain things or valuable instrument which he 

holds in his possession on behalf of the principal, in respect of any claim 

which has arisen from his agency or brokerage in a transaction and which 

has become due, until he has obtained performance thereof: Provided, 

That this shall not apply if there is any different agreement between the 

parties.

Article 92 (Termination of Contract)
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(1) If the parties have not fixed the duration of the contract, either of 

them may terminate the contract by giving notice two-month prior to it.

(2) The provisions of Article 83 (2) shall apply mutatis mutandis to the 

commercial agents.

Article 92-2 (Claim for Compensation by Commercial Agent)

(1) If the principal obtains new customers or his business transaction 

has increased remarkably through his commercial agent’s activities, and 

he gains thereby any profits even after the contract is terminated, the 

agent may claim a reasonable compensation to the principal, except when 

the contract is terminated by any reason attributable to him.

(2) The amount of the compensation as referred to in paragraph (1) may 

not exceed the average yearly remuneration in respect of the period of 

the last five years before the contract is terminated. If the duration of 

the contract is less than five years, it shall be based on the average yearly 

remuneration for such period.

(3) The claim for compensation as referred to in paragraph (1) shall be 

extinguished upon the expiration of the period of six months after the 

contract is terminated.
[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 92-3 (Duty of Commercial Agent to Keep Trade Secret)

The commercial agent shall keep any trade secret of the principal which 

he has learned in connection with the contract, even after the contract 

is terminated.
[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

CHAPTER Ⅵ  BROKERAGE

Article 93 (Definition)

A person who makes it his business to act as intermediary in commercial 

activities between other persons is called a broker.

Article 94 (Broker’s Power to Accept Performance on behalf of Parties)

A broker may not accept, on behalf of the parties, either payment or any 

other performance in connection with the transaction in which he has acted 

as intermediary: Provided, That this shall not apply if there is any special 

agreement or custom.

Article 95 (Duty to Keep Sample)
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If a broker has received a sample in connection with an activity in which 

he has acted as intermediary, he shall keep it in his custody until the 

activity has been completed.

Article 96 (Duty to Deliver Contract Documents)

(1) When a transaction has been effected between the parties, the broker 

shall, without delay, prepare documents containing the name or trade 

name of each party, the date and a summary of such contract, and after 

writing his name and affixing his seal or signing thereon, shall deliver 

such documents to each party. <Amended by Act No. 5053, Dec. 29, 1995>

(2) Except in cases where performance is to be effected by the parties 

immediately, the broker shall, after having caused each party to write 

their names and affix their seals or sign on the documents mentioned in 

the preceding paragraph, deliver it to the other party. <Amended by Act 

No. 5053, Dec. 29, 1995>

(3) If, in cases mentioned in paragraphs (1) and (2), one of the parties 

does not accept, write his name and affix his seal or sign on the document, 

the broker shall dispatch notice thereof to the other party without delay. 

<Amended by Act No. 5053, Dec. 29, 1995>

Article 97 (Duty to Maintain Books)

(1) The broker shall enter in his books the particulars mentioned in the 

preceding Article.

(2) Either party may at any time demand of the broker the delivery of 

a copy of his books in connection with the activity in which the broker 

has acted as intermediary for him.

Article 98 (Duty not to Disclose Name or Trade Name)

If either party has demanded the broker not to disclose his full name or 

his trade name to the other party, the broker shall not enter such full 

name or trade name in the document mentioned in Article 96 (1) and 

in the copy mentioned in paragraph (2) of the preceding Article which 

are to be delivered to the other party.

Article 99 (Responsibility of Broker)

If the broker has not disclosed voluntarily, or in accordance with the pro-

visions of the preceding Article, the full name or trade name of one of 

the parties to the other party, the latter may demand the broker to perform 

the terms of contract.

Article 100 (Right to Demand Remuneration)
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(1) The broker shall not demand remuneration unless he has complied 

with the formalities prescribed in Article 96.

(2) The broker’s remuneration shall be borne by both parties in equal 

proportions.

CHAPTER Ⅶ  COMMISSION AGENCY

Article 101 (Definition)

A person who makes it his business to effect sales and purchases of goods 

or of valuable instruments in his own name for the account of other person 

is called a commission agent.

Article 102 (Status of Commission Agent)

By a sale and purchase effected for his principal, the commission agent 

directly acquires rights and incurs obligations with regard to the other 

party to the transaction.

Article 103 (Ownership of Goods Consigned)

Goods or valuable instruments which have been received by the commission 

agent from his principal, or goods, valuable instruments or claims ac-

quired through sales and purchases by the commission agent, are deemed 

to belong to the principal so far as the principal and the commission agent 

or the principal and the commission agent’s creditor are concerned.

Article 104 (Duty to Notify Sale or Purchase and to Submit Statement 

of Account)

If a commission agent has effected the sales or purchases consigned to 

him, he shall dispatch notice of a summary of the contract and of domicile 

and full name of the other partner, and he shall submit the statement 

of account thereof to his principal without delay.

Article 105 (Liability of Commission Agent to Secure Performance)

If the other party does not perform his obligation arising from sales or 

purchases which a commission agent has effected for his principal, the 

commission agent himself shall be liable for performance thereof: Provided, 

That this shall not apply where any special agreement or custom exists.

Article 106 (Duty to Observe Designated Price)

(1) If a commission agent has sold at a lower price or bought at a higher 

price than the price designated by his principal and the commission agent 

bears the difference, the sales or purchase shall be binding upon the 
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principal.

(2) When a commission agent has sold at a higher price or bought at a 

lower price than the price designated by his principal, the difference shall 

be deemed to be the profits of the principal unless otherwise agreed by 

the parties.

Article 107 (Right to Intervention)

(1) When a commission agent has received a commission to sell or purchase 

goods having the exchange quotation, he may directly become the buyer 

or seller. In such case, the price shall be determined by exchange quotation 

at the time when notice of sale or purchase was dispatched by the com-

mission agent.

(2) Even in the case mentioned in the preceding paragraph, the commission 

agent may demand remuneration from the principal.

Article 108 (Effect of Damage or Defects, etc. in Consigned Goods)

(1) When the commission agent becomes aware of, after having taken over 

the subject-matter of sale through a commission agency, the fact that 

there is damage or defect in the goods, or there is a fear of decomposition 

or decay of the goods, or commercial circumstances which show decline 

of commodity prices, he shall without delay dispatch a notice thereof to 

his principal.

(2) If, in the case of the preceding paragraph, the commission agent is 

unable to receive the instruction of his principal or such instruction is 

delayed, the commission agent may take an adequate measure for the 

benefit of his principal.

Article 109 (Right to Place Goods in Public Depository or on Auction)

The provisions of Article 67 shall apply mutatis mutandis, if, in cases 

where the commission agent has received a consignment to buy the goods, 

the principal refuses or is unable to accept delivery of goods so purchased.

Article 110 (In Case Consignor of Purchase is Merchant)

If the principal who is a merchant consigned the purchase in connection 

with business, the provisions of Articles 68 through 71 shall apply mutatis 

mutandis to the relation between a principal and commission agent.

Article 111 (Applicable Provisions)

The provisions of Article 91 shall apply mutatis mutandis to a commission 

agent.

Article 112 (Application of Provisions concerning Mandate)
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In addition to the provisions of this Chapter, the provisions relating to 

mandate shall apply to the relations between a principal and a commission 

agent.

Article 113 (Quasi-Commission Agent)

The provisions of this Chapter shall apply mutatis mutandis to persons 

who make it their business to effect, in their own name, for the account 

of the other person, activities other than sales or purchases.

CHAPTER Ⅷ  FORWARDING AGENCY

Article 114 (Definition)

A person who makes it his business to act in his own name as inter-

mediation for the carriage of goods is called a forwarding agent.

Article 115 (Liability for Damages)

A forwarding agent shall not be relieved of liability for damages caused 

by any loss of, injury to, or delay in arrival of the goods unless he proves 

that neither he nor any of his employee has neglected care in connection 

with the receipt, delivery and custody of the goods, the selection of a carrier 

or a forwarding agent other than himself, and other matters relating to 

the carriage.

Article 116 (Right to Intervention)

(1) A forwarding agent may himself undertake the carriage, unless 

otherwise agreed by the parties. In such cases, the forwarding agent shall 

have the same rights and duties as a carrier.

(2) When a forwarding agent has produced a land bill of lading upon demand 

of the principal, he shall be deemed to have undertaken the carriage of 

the goods for himself.

Article 117 (Subrogation of Successive Forwarding Agents)

(1) In cases where two or more persons successively act as forwarding 

agents in the carriage of goods, each succeeding agent is liable to exercise 

the rights of his predecessors in lieu of them.

(2) If, in the case mentioned in the preceding paragraph, a succeeding 

agent makes payment to his predecessor, he shall acquire the rights of 

such predecessor.

Article 118 (Acquisition of Carrier’s Rights)

In the case mentioned in the preceding Article, when a forwarding agent 
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has made payment to a carrier, he shall acquire the rights of such carrier.

Article 119 (Right to Demand Remuneration)

(1) A forwarding agent may demand remuneration immediately after he 

has delivered the goods to the carrier.

(2) Where the amount of the freight has been fixed by the contract of 

a forwarding agency, a forwarding agent shall not demand any other 

remuneration unless otherwise agreed by the parties.

Article 120 (Lien)

A forwarding agent may retain the goods only in respect of the remu-

neration, freight and other substituted donations for another person or 

advances made for his principal in connection with such goods.

Article 121 (Prescription for Liability of Forwarding Agent)

(1) The liability of a forwarding agent shall be extinguished by prescription 

upon the lapse of one year from the day on which the consignee of the 

goods has received the goods.

(2) In case the goods have been totally lost, the period mentioned in the 

preceding paragraph shall be computed from the date on which such goods 

should have been delivered. <Amended by Act No. 1212, Dec. 12, 1962>

(3) The provisions of the preceding two paragraphs shall not apply as 

to the cases where the forwarding agent or his employee has acted in bad 

faith.

Article 122 (Prescription for Claim of Forwarding Agent)

The claim of a forwarding agent against the principal or consignee shall 

be extinguished by prescription if it is not exercised for one year.

Article 123 (Applicable Provisions)

In addition to the provisions of this Chapter, the provisions relating to 

the commission agent shall apply mutatis mutandis to the forwarding 

agent.

Article 124 (Idem)

The provisions of Articles 136, 140 and 141 shall apply mutatis mutandis 

to the forwarding agency.

CHAPTER Ⅸ  CARRIAGE

Article 125 (Definition)

For the purpose of this Act, the term “carrier” means a person who carries 
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goods or passengers by land or on lakes and rivers, and in ports and bays, 

as his job.

SECTION 1  Carriage of Goods

Article 126 (Freight Details)

(1) A consignor shall, upon demand by a carrier, furnish him with freight 

details. <Amended by Act No. 8581, Aug. 3, 2007>

(2) Freight details shall contain the following particulars and a consignor 

shall write his name and affix his seal or sign thereon: <Amended by Act 
No. 5053, Dec. 29, 1995; Act No. 8581, Aug. 3, 2007>

 1. The kind and weight or bulk of the goods, and the description, number 

and marks of the packages;

 2. The destination;

 3. The name or trade name, place of business, or domicile of the consignee 

and the carrier;

 4. The freight and the distinction between advance payment and pay-

ment after arrival; and

 5. The place and date the freight details is made.

Article 127 (Liability for False Entry in Freight Details)

(1) When a consignor has entered a false or inaccurate statement in freight 

details, he shall be liable for the damages arising therefrom to a carrier. 
<Amended by Act No. 8581, Aug. 3, 2007>

(2) The provision of the preceding paragraph shall not apply in cases 

where the carrier has acted in bad faith.

Article 128 (Issuance of Way Bill)

(1) A carrier shall, upon demand by a consignor, deliver to him a way 

bill.

(2) A way bill shall contain the following particulars and a carrier shall 

write his name and affix his seal or sign on it: <Amended by Act No. 5053, 

Dec. 29, 1995>

 1. The particulars mentioned in Article 126 (2) 1 through 3;

 2. The name or trade name, place of business, or domicile of the consignor;

 3. The freight and any other expenses relating to goods, and the distinc-

tion between advance payment or payment after arrival; and

 4. The place and date the way bill is made.

Article 129 (Exchangeability of Way Bill)
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If a way bill has been made, no demand for delivery of the goods shall 

be permitted unless the way bill is exchanged with the goods.

Article 130 (Way Bill as Instrument to Order)

Even in cases where a way bill is an instrument to a specified person, 

it may be transferred by endorsement: Provided, That the same shall not 

apply if the way bill itself contains a stipulation forbidding endorsement.

Article 131 (Way Bill-Effect of Stipulations of Bill)

When a way bill has been drawn, matters relating to the carriage shall, as 

between the carrier and the holder of the way bill, be governed by the 

stipulations of the way bill.

Article 132 (Way Bill-Disposition of Goods)

Where a way bill has been made, disposition of the goods shall be effected 

only by means of using the way bill.

Article 133 (Effect of Way Bill Delivery)

If a way bill has been delivered to a person who is entitled thereby to 

receive the goods, such delivery shall have the same effect as delivery 

of the goods themselves in respect of the acquisition of rights over the 

goods.

Article 134 (Loss of Goods and Freight)

(1) If the whole or a part of the goods have been lost by reason for which 

the consignor is not liable, the carrier may not demand freight thereof. 

If the carrier has already received the whole or a part of such freight, 

he shall refund it.

(2) If the whole or a part of the goods have been lost by reasons of their 

own nature or inherent defects or by the negligence of the consignor, the 

carrier may demand the full amount of the freight.

Article 135 (Liability for Damages)

A carrier shall not be relieved of liability for damages which have resulted 

from any loss of, injury to or delay in arrival of the goods unless he proves 

that neither he, the forwarding agent, any of his employees nor any other 

person employed in respect of the carriage has neglected care in connection 

with the receipt, delivery, custody and carriage of the goods.

Article 136 (Liability for Valuables)

With respect to money, valuable instruments and other valuables, a carrier 

shall be liable for damages only if the consignor has expressly stated their 

description and value when entrusting him with the carriage.
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Article 137 (Amount of Damages)

(1) If the goods have been lost totally or have been delayed in arrival, 

the amount of damages shall be determined by the price prevailing at 

the destination on the day on which they should have been delivered.

(2) In case of a partial loss of or injury to the goods, the amount of damages 

shall be determined by the price prevailing at the destination on the day 

on which they have been delivered.

(3) Where the loss of, injury to and delay in arrival of the goods have 

arisen from the willfulness of or gross negligence of the carrier, he shall 

be liable for all damages.

(4) Any freight and other expenses, the payment of which has been 

obviated by any loss of or injury to the goods, shall be deducted from 

the amount of the damages mentioned in the preceding three paragraphs.

Article 138 (Joint and Several Liability and Right of Indemnification of 

Successive Carrier)

(1) If two or more persons successively participate in the carriage, they 

shall jointly and severally be liable for damages arising from any loss 

of, injury to, or delay in arrival of the goods.

(2) Where the damages were paid by one of the carriers in accordance 

with the provisions of the preceding paragraph, such carrier shall have 

the right of indemnification against the carrier who has committed an 

act which was the cause of the damage.

(3) If, in the case of the preceding paragraph, the carrier who has committed 

an act which was the cause of the damage cannot be ascertained, each 

carrier shall compensate for damages in proportion to the amount of the 

freight of goods: Provided, That he is not bound to bear share of the damages 

if he has proved that such damages have not occurred in his part of the 

carriage.

Article 139 (Right to Demand Disposition of Goods)

(1) The consignor, or the holder of the land bill of lading in case the land 

bill of lading is issued, may demand of the carrier the discontinuance of 

the carriage, the return of the goods or any other disposition thereof. In 

such case the carrier may demand payment of freight in proportion to 

the carriage already effected as well as of any substituted donation for 

another person and other expenses due to such disposition.

(2) Deleted. <by Act No. 5053, Dec 29, 1995>
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Article 140 (Status of Consignee)

(1) When the goods have arrived at the destination, the consignee shall 

acquire the same right as that of the consignor.

(2) When the consignee requests the delivery of the goods after it arrives 

at the destination, the right of the consignee shall have the preference 

to that of the consignor. <Newly Inserted by Act No. 5053, Dec. 29, 1995>

Article 141 (Duty of Consignee)

When the consignee has received the goods, he is obligated to pay the 

freight and any other expenses in respect of carriage, as well as any sub-

stituted donation for another person, to the carrier.

Article 142 (Right to Deposit or to Refer to Auction in Case Consignee 

is Unknown)

(1) If the consignee cannot be ascertained, the carrier may deposit the 

goods to the public depository.

(2) In the case as referred to in paragraph (1), if the carrier give a 

peremptory notice to the consignor demanding instruction for the disposal 

of the goods, with a reasonable period fixed, but the consignor fails to 

give any instruction within such period, the carrier may sell the goods 

by auction. <Amended by Act No. 5053, Dec 29, 1995>

(3) If the carrier deposits or sells by auction the goods under paragraph (1) 

and (2), he shall dispatch notice thereof without delay to the consignor 

<Amended by Act No. 5053, Dec 29, 1995>

Article 143 (In Case of Refusal of Receiving Goods or where Receiving 

is Impossible)

(1) The provisions mentioned in the preceding Article shall apply mutatis 

mutandis in cases where the consignee refuses to receive the goods or 

he is unable to receive them.

(2) For selling the goods by auction, the carrier shall give a peremptory 

notice to the consignee demanding him to receive the goods with a rea-

sonable period fixed, before giving a peremptory notice to the consignor. 

<Amended by Act No. 5053, Dec. 29, 1995>

Article 144 (Public Notification)

(1) If the consignor, the holder of land bill of lading, or the consignee 

can not be ascertained, the carrier shall, for the benefit of the holder 

of the right over the goods, publicly notify, by fixing a period of six months 

or more, that holder of the right should assert his right within such period.
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(2) The public notification mentioned in the preceding paragraph shall 

be made twice or more through Gazette or daily newspaper. <Amended by 

Act No. 3724, Apr. 10, 1984>

(3) If, even after the public notification under paragraphs (1) and (2) 

has been made by the carrier, no person asserts his right within the 

prescribed period, the carrier may sell the goods by auction. 

Article 145 (Applicable Provisions)

The provisions of Article 67 (2) and (3) shall apply mutatis mutandis  

to sales by auction mentioned in the preceding three Articles.

Article 146 (Extinguishment of Carrier’s Liability)

(1) The liability of the carrier shall be extinguished when the consignee 

or the holder of a land bill of lading has received the goods without any 

reservation and has paid the freight and other expenses. This, however, 

shall not apply as to the case where there is injury to or partial loss of 

goods which are not immediately discoverable and the consignee dispatches 

notice thereof to the carrier within two weeks from the date of delivery.

(2) The provisions mentioned in the preceding paragraph shall not apply 

if the carrier or his employee has acted in bad faith.

Article 147 (Applicable Provisions)

The provisions of Articles 117, and 120 through 122 shall apply mutatis 

mutandis to the carrier.

SECTION 2  Carriage of Passengers

Article 148 (Liability for Damages Sustained by Passenger)

(1) A carrier shall not be relieved of liability for damages from any injury 

sustained by a passenger arising from the carriage unless the carrier proves 

that neither he nor any of his employees has neglected care in connection 

with the carriage.

(2) In determining the amount of damages, the court shall take into account 

the circumstances of the injured party and of his family.

Article 149 (Liability for Luggage Deposited to Carrier)

(1) A carrier of passengers shall, as regards any luggage deposited from 

a passenger, incur the same liability as that of a carrier of goods, even 

though he has not taken freight in respect thereto.

(2) If the passenger does not demand delivery of his luggage within ten 
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days from the date on which the luggage has arrived at the destination, 

the provisions of Article 67 shall apply mutatis mutandis: Provided, That 

neither a notice nor a peremptory notice need to be given to a passenger 

whose domicile or temporary domicile is not known.

Article 150 (Liability for Luggage not Deposited to Carrier)

A carrier shall not be liable for damages from any loss of or injury to 

such luggage which has not been deposited to him by a passenger if the 

negligence of a carrier, or of any of his employees does not exist.

CHAPTER Ⅹ  PUBLIC ENTERTAINMENT

BUSINESS
Article 151 (Definition)

Any person who makes it his business to make transactions by facilities 

to which guests come together such as a theater, hotel, restaurants, or 

others is called a public entertainment businessman.

Article 152 (Liability of Public Entertainment Businessman)

(1) A public entertainment businessman shall not be relieved of liability 

for damages which have resulted from the loss of or injury to the Articles 

kept in his custody through bailment by the guest unless he proves that 

such loss or injury was caused by force majeure.

(2) A public entertainment businessman shall be liable, even if any thing 

has not been bailed to him by a guest, for damages of the personal effects 

of a guest in the facility, if such personal effects were lost or injured due 

to negligence of the public entertainment businessman or any of his em-

ployees.

(3) The public entertainment businessman shall not be relieved of the 

liability mentioned in the preceding two paragraphs, even if a notice is 

posted to the effect that the public entertainment businessman is not liable 

for loss of or injury to the guest’s personal effects.

Article 153 (Liability for Valuables)

With respect to money, valuable instruments and other valuables, a public 

entertainment businessman shall not be liable for damages from any loss 

or injury if a guest does not expressly state the description and value 

of his personal effects when he bails them into such businessman.

Article 154 (Prescription of Liability of Public Entertainment Business-
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man)

(1) The liabilities mentioned in the preceding two Articles shall be ex-

tinguished by prescription if six months have elapsed after the public 

entertainment businessman has returned the bailed articles to the guest, 

or personal effects has been taken back by the guests.

(2) The period mentioned in the preceding paragraph shall be computed 

from the date on which the guest has left the facility, if an entire Article 

was lost.

(3) The provisions of the preceding two paragraphs shall not apply as 

to the case a public entertainment businessman or his employee has acted 

in bad faith.

CHAPTER Ⅺ  WAREHOUSING

Article 155 (Definition)

A person who makes it his business to keep goods in custody in a warehouse 

for another person is called a warehouseman.

Article 156 (Issuance of Warehouse Receipt)

(1) A warehouseman shall, upon demand by the bailor, deliver a warehouse 

receipt to him.

(2) A warehouse receipt shall contain the followings and a warehouseman 

shall write his name and affix his seal or sign thereon: <Amended by Act 

No. 5053, Dec. 29, 1995>

 1. The description, quality, quantity of the goods bailed, and the de-

scription, number and marks of the packages;

 2. The name or trade name, place of the business or domicile of the bailor;

 3. The place of storage;

 4. The charges for storage;

 5. The period for storage, if such has been fixed;

 6. The insured amount, the duration of insurance, the name or trade 

name, and place of business or domicile of the insurer, in case the 

goods bailed have been insured; and

 7. The place where and the date on which a warehouse receipt has been 

made.

Article 157 (Applicable Provisions)

The provisions of Articles 129 through 133 shall apply mutatis mutandis  
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to warehouse receipts.

Article 158 (Demand of Warehouse Receipt concerning Portion of Goods 

Divided)

(1) The holder of a warehouse receipt may return such instrument and 

may demand of the warehouseman to divide the goods bailed and deliver 

him with a warehouse receipts in respect of each portion of the goods 

thus divided.

(2) The expenses relating to the division of the goods bailed and the delivery 

of the instruments, in accordance with the provisions of the preceding 

paragraph, shall be borne by the holder of the instruments.

Article 159 (Pledge by Warehouse Receipt and Taking Part of Goods out 

of Warehouse)

If, in case the goods bailed have been pledged with a warehouse receipt, 

the pledgee has given his consent, the bailor may demand the return of 

a part of the goods bailed even prior to the time for performance of 

obligation. In such cases the warehouseman shall enter the description, 

quality and quantity of the goods thus returned in the warehouse receipt.

Article 160 (Liability for Damages)

A warehouseman shall not be relieved of liability for damages from any 

loss of or injury to the goods bailed unless he proves that neither he nor 

any of his employees has neglected care in connection with the custody 

thereof.

Article 161 (Right of Examination of Goods Bailed, Taking away Samples 

and Disposition for Preservation)

A bailor or the holder of a warehouse receipt may, at any time during 

business hours, demand of the warehouseman that he be allowed to examine 

the goods bailed, to take away samples thereof, or to take any measures 

necessary for the preservation thereof.

Article 162 (Right to Demand Storage Charges for Storage)

(1) A warehouseman shall not demand payment of charges for storage, 

or any other expenses and substituted donation for another person except 

at the time when the goods bailed are taken out of the warehouse: Provided, 

That he may demand such payment, even prior to the taking out of the 

warehouse, with the lapse of the period for storage.

(2) In case a part of the goods is taken out, he may demand payment 

of charges for storage, other expenses and substituted donation for another 
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person in proportion thereto.

Article 163 (Period of Bailment)

(1) If the period of bailment has not been fixed by the parties, the ware-

houseman may return the goods bailed any time after six months has 

elapsed from the date on which he received them.

(2) In the case mentioned in the preceding paragraph, in order to return 

the goods bailed, an advance notice shall be given two weeks prior to their 

return.

Article 164 (Period of Bailment-Unavoidable Circumstances)

If unavoidable reasons exist, the warehouseman may return the goods 

bailed at any time irrespective of the provisions of the preceding Article.

Article 165 (Applicable Provisions)

The provisions of Article 67 (1) and (2), shall apply mutatis mutandis  

in cases where the bailor or the holder of a warehouse receipt refuses 

the receipt of the goods bailed, or is unable to receive them.

Article 166 (Prescription for Liability of Warehouseman)

(1) The liability of a warehouseman, which has arisen from any loss of 

or injury to the goods bailed, shall be extinguished by prescription after 

one year has elapsed from the date on which the goods have been taken 

out of the warehouse.

(2) The period mentioned in the preceding paragraphs shall, in case of 

a total loss of the goods bailed, be computed from the date on which the 

warehouseman dispatches notice of such loss to the bailor and the holder 

of a warehouse receipt who is known to him.

(3) The provisions mentioned in the preceding two paragraphs shall not 

apply in cases where a warehouseman or any of his employees has acted 

in bad faith.

Article 167 (Prescription for Claim of Warehouseman)

The claim of a warehouseman against the bailor or the holder of a ware-

house receipt shall be extinguished by prescription unless it is exercised 

for one year from the date on which the goods have been taken out of 

the warehouse.

Article 168 (Applicable Provisions)

The provisions of Articles 108 and 146 shall apply mutatis mutandis to 

a warehouseman. <Amended by Act No. 1212, Dec. 12, 1962>
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PART Ⅲ  COMPANIES

CHAPTER Ⅰ  COMMON PROVISIONS

Article 169 (Definition)

The term “company” as used in this Act means an association incorporated 

for the purpose of engaging in commercial activities and/or any other profit-

making activities.

Article 170 (Kinds of Companies)

Companies are categorized into four kinds, namely, partnership companies, 

limited partnership companies, stock companies and limited liability com-

panies.

Article 171 (Company as Juristic Person and Domicile of Company)

(1) A company shall be a juristic person.

(2) The domicile of a company shall be at the place of its principal office.

Article 172 (Incorporation of Company)

A company shall come into existence upon the registration of its in-

corporation at the place of its principal office.

Article 173 (Restriction on Legal Capacity)

A company shall not become a member with unlimited liability of another 

company.

Article 174 (Merger of Companies)

(1) A merger of companies shall be permissible.

(2) In case where one side of the constituent companies of a merger is 

a stock company or a limited liability company or both sides of them are 

stock companies or limited liability companies, the surviving company or 

the newly incorporated company in consequence of the merger shall be 

a stock company or a limited liability company.

(3) A company after its dissolution may be involved only in a merger whereby 

it is merged into an existing company and the latter company survives 

after merger.

Article 175 (Idem-Incorporators)

(1) In case where a new company is to be incorporated in consequence 

of a merger, the execution of its articles of incorporation and the performance 

of any other activities relating to its incorporation shall be effected jointly 

by incorporators appointed by each of constituent companies.
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(2) Articles 230, 434 and 585 shall apply mutatis mutandis to the ap-

pointment under paragraph (1).

Article 176 (Dissolution Order against Company)

(1) The court may, upon the application by an interested person or by 

the public prosecutor or ex officio, order that a company be dissolved, 

in any of the following cases:

 1. Where the company was incorporated for an illegal purpose;

 2. Where a company, without justifiable reasons, failed to commence its 

business within one year after its establishment or discontinued its 

business for a period of at least one year; or

 3. Where a director or a member managing the affairs of the company 

violated Acts or subordinate statutes or the articles of incorporation 

of the company, as a result of which it is deemed impermissible for 

the company to continue its existence.

(2) In case where an application mentioned in paragraph (1) has been 

filed, the court may, at the request of an interested party or of the public 

prosecutor or ex officio, appoint an administrator or take any other 

necessary measures for the preservation of the company’s properties, even 

before issuing the dissolution order.

(3) In case where an application mentioned in paragraph (1) has been 

filed by an interested person, the court may, upon the request of the 

company, order the applicant to furnish adequate security.

(4) In order to make the request mentioned in paragraph (3), the company 

shall meet the minimal showing with respect to the fact that the application 

was filed in bad faith.

Article 177 (Starting Point of Reckoning of Registration Period)

If any matter to be registered in accordance with this Part requires per-

mission or authorization of government authorities, the period within which 

the registration should be made shall commence to run from the date of 

the arrival of the document of such permission or authorization.

CHAPTER Ⅱ  PARTNERSHIP COMPANY

SECTION 1  Incorporation

Article 178 (Execution of Articles of Incorporation)

In order to incorporate a partnership company, articles of incorporation 
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shall be executed jointly by at least two members of the company.

Article 179 (Absolute Particulars to Be Entered in Articles of Incorporation)

The articles of incorporation of a partnership company shall contain the 

following items and all members shall write their names and affix their 

seals or shall sign thereon: <Amended by Act No. 5053, Dec. 29, 1995>

 1. Purposes;

 2. Trade name;

 3. Name, resident registration number and domicile of each member;

 4. Subject-matter, value, or the basis for valuation of the contribution 

to be made by each member;

 5. Place of the principal office; and

 6. Date of execution of the articles of incorporation.

Article 180 (Registration of Incorporation)

The registration of incorporation of a partnership company shall contain 

the following particulars: <Amended by Act No. 5053, Dec. 29, 1995>

 1. Matters set forth in subparagraphs 1 through 3 and 5 of Article 179 

and the place of a branch office, if any: Provided, That if a member 

representing the company was designated, the domicile of other mem- 

bers shall be excluded;

 2. Subject-matter of the contribution of each member and, in case of a 

contribution in kind, its value and the part already effected;

 3. Period of duration or the reasons for dissolution, if such period or such 

reasons were determined;

 4. Name of the member representing the company, if such member was 

designated; and

 5. A provision, if any, to the effect that the company are represented 

jointly by two or more members.

Article 181 (Registration of Establishment of Branch Office)

(1) If a branch office is established simultaneously with the incorporation 

of the company, matters set forth in Article 180 (excluding the places 

of other branch offices) shall be registered at the place of such branch 

office within two weeks after the registration of incorporation was effected. 

<Amended by Act No. 5053, Dec. 29, 1995>

(2) If a branch office is established after the incorporation of the company, 

the place and establishment date of such branch office shall be registered 

within two weeks at the place of the principal office, and the matters 
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set forth in Article 180 (excluding the places of other branch offices) shall 

be registered within three weeks at the place of such branch office. <Amended 

by Act No. 5053, Dec. 29, 1995>

(3) Deleted. <by Act No. 5053, Dec. 29, 1995>

Article 182 (Registration of Transfer of Principal Office and Branch Office)

(1) If a company transfers its principal office, the new place and the transfer 

date shall be registered within two weeks at the previous place and the 

matters set forth in Article 180 (excluding the places of other branch offices) 

shall be registered within two weeks at the new place. <Amended by Act 

No. 5053, Dec. 29, 1995>

(2) If a company transfers its branch office, the new place and the transfer 

date shall be registered within two weeks at the place of the principal 

office and at the previous place of such branch office and the matters 

set fort in Article 180 (excluding the places of other branch offices) shall 

be registered within two weeks at the new place. <Amended by Act No. 5053, 

Dec. 29, 1995>

(3) Deleted. <by Act No. 5053, Dec. 29, 1995>

Article 183 (Registration of Alterations)

If a change occurred in any of the matters mentioned in Article 180, such 

alteration shall be registered within two weeks at the place of the principal 

office and within three weeks at the place of each branch office, respectively.

Article 183-2 (Registration of Temporary Disposition, etc. for Business 

Management)

Where the employees’ business management is suspended, a temporary 

disposition for appointing the agent for business management is made, or 

such temporary disposition is altered or canceled, the registration thereof 

shall be made at the registry in the place where the head and branch offices 

are located.

[This Article Newly Inserted by Act No. 6545, Dec. 29, 2001]

Article 184 (Action for Nullification or Revocation of Incorporation)

(1) The nullity of the incorporation of a company may be asserted only 

by a member of the company and the revocation of the incorporation of 

a company may be asserted only by a person who has the right to revoke 

the incorporation, in both cases only by means of an action to be filed 

within two years after the date of the incorporation.

(2) Article 140 of the Civil Act shall apply mutatis mutandis to the 
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revocation of the incorporation mentioned in paragraph (1).

Article 185 (Action for Revocation of Incorporation by Creditors)

If a member has incorporated a company with the knowledge that he would 

thereby prejudice his creditors, the creditors may demand the revocation 

of the incorporation of the company by means of an action filed against 

the member and the company.

Article 186 (Exclusive Jurisdiction)

The actions mentioned in Articles 184 and 185 shall be subject to the 

exclusive jurisdiction of the district court governing the place of the prin- 

cipal office of the company.

Article 187 (Public Notice of Filing of Action)

If an action was filed for nullification or revocation of the incorporation 

of a company, the company concerned shall give public notice thereof 

without delay.

Article 188 (Combined Hearing of Actions)

If two or more actions were filed for nullification or revocation of the in-

corporation of a company, the court shall hear the actions jointly.

Article 189 (Correction of Defects and Dismissal of Action)

The court may dismiss an action for nullification or revocation of the 

incorporation of a company, if the defects which were the cause for such 

action have been remedied in the course of the hearing and the court 

considers it improper to nullify or revoke the incorporation of the company 

in light of the present condition of the company and all other circumstances. 

Article 190 (Effect of Judgment)

A judgment affirming the nullification or revocation of the incorporation 

of a company shall be effective against any third person: Provided, That 

it shall not affect the rights and duties which have arisen between the 

company and its members as well as third persons before the judgment 

becomes final and conclusive.

Article 191 (Liability of Plaintiff who Lost)

If the plaintiffs in an action for nullification or revocation of the in-

corporation of a company have lost in such action and it is found that 

they wilfully or by gross negligence filed such action, they shall be jointly 

and severally liable for damages against the company.

Article 192 (Registration of Nullification or Revocation of Incorporation)

Where a judgment affirming the nullification or revocation of the incor-
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poration of a company has become final and conclusive, such fact shall 

be registered at the place of the principal office and branch offices of the 

company.

Article 193 (Effect of Judgment Affirming Nullification or Revocation of 

Incorporation)

(1) Where a judgment affirming the nullification or revocation of the 

incorporation of a company has become final and conclusive, the company 

shall be liquidated as if the company had been dissolved.

(2) In case of paragraph (1), the court may appoint a liquidator upon 

the application by any member of the company and by any other interested 

person.

Article 194 (Nullification or Revocation of Incorporation and Continuance 

of Company)

(1) If a judgment affirming the nullification or revocation of the in-

corporation of a company has become final and conclusive and the cause  

of such nullification or revocation exists only with a particular member, 

the company may continue to exist with the unanimous consent of all 

the other members.

(2) In case of paragraph (1), the member in respect of whom the cause 

of the nullification or revocation exists shall be deemed to have retired 

from the company.

(3) The provisions of Article 229 (2) and (3) shall apply mutatis mutandis  

to the cases under paragraphs (1) and (2) above.

SECTION 2  Internal Relationship of a Company

Article 195 (Applicable Provisions)

Unless otherwise provided by the articles of incorporation or by this Act, 

the provisions concerning partnerships of the Civil Act shall apply mutatis 

mutandis to the internal relationship of a partnership company.

Article 196 (Contribution of Claim Rights)

A member who has transferred a claim right to the company as his con-

tribution shall be responsible for payment of the amount of such claim, 

if the obligor fails to pay for such claim by the time for performance. In 

this case, the member shall not only pay for the interests but also shall 

be liable for any damages sustained thereby.
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Article 197 (Transfer of Share)

No member shall, without the consent of all the other members, transfer 

all or a part of his share in the company to other persons.

Article 198 (Prohibition of Competitive Business by Members)

(1) No member shall, without the consent of all the other members, effect 

for his own account or for the account of a third person any transaction 

which falls within the class of business carried on by the company or become 

a member with unlimited liability or a director of another company whose 

business purpose is the same kind of business as the company.

(2) In case where any member has effected a transaction violating par-

agraph (1), the company may regard such transaction as effected for the 

account of the company if such transaction was effected for that member’s 

own account, and the company may demand that member to transfer any 

profit accrued therefrom if such transaction was effected for the account 

of a third person. <Amended by Act No. 1212, Dec. 12, 1962>

(3) Paragraph (2) shall not affect any claim for damages by the company 

against the member concerned.

(4) The claim rights mentioned in paragraphs (2) and (3) shall be exer- 

cised by a resolution adopted by affirmative votes of a majority of other 

members of the company and shall lapse by the passage of two weeks 

from the day on which any one of other members has become aware of 

such transaction or by the passage of one year from the day on which 

such transaction was effected.

Article 199 (Self-Transactions of Members)

A member may effect a transaction with the company for his own account 

or for the account of a third person only if a resolution approving such 

has been adopted by affirmative votes of a majority of other members of 

the company. In this case, Article 124 of the Civil Act shall not apply.

Article 200 (Right and Duty of Management of Affairs)

(1) Unless otherwise provided by the articles of incorporation, each mem- 

ber has the right and duty to manage the affairs of the company.

(2) If other members raise an objection in respect to a management of 

affairs by respective member, that member shall immediately cease such 

act and follow a decision of a majority of all the members.

Article 200-2 (Authority of Agent for Business Management)

(1) An agent for business management under Article 183-2 shall, unless 
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otherwise stipulated in the temporary disposition order, not perform any 

act which does not fall under regular businesses of a corporation: Provided, 

That the same shall not apply to the case where a permit has been ob- 

tained from the court. 

(2) Where an agent for business management has committed an act in 

contravention of the provisions of paragraph (1), the company shall be 

responsible for bona fide third person.

[This Article Newly Inserted by Act No. 6545, Dec. 29, 2001]

Article 201 (Managing Members)

(1) If one or more members are designated by the articles of incorpo-  

ration as managing members, those members shall have the right and 

duty to manage the affairs of a company.

(2) If other managing members raise an objection in respect to an act 

of management by an managing member, that member shall immediately  

cease such act and follow a decision of a majority of all the managing 

members.

Article 202 (Joint Managing Members)

Where several members are designated by the articles of incorporation 

to jointly manage the affairs of the company, any act of management shall 

not be taken without the consent of all such joint managing members: 

Provided, That this shall not apply if there is a fear of delay.

Article 203 (Appointment and Removal of Manager)

Unless otherwise provided by the articles of incorporation, the appoint- 

ment and dismissal of a manager shall be decided by a majority of all 

the members, even where managing members were designated.

Article 204 (Amendment of Articles of Incorporation)

The consent of all the members shall be required in order to amend the 

articles of incorporation.

Article 205 (Adjudication of Forfeiture of Power against Managing Member)

(1) If a managing member is clearly unfit for management of the com- 

pany or he has breached his material duties, the court may, upon the 

application of a member, adjudicate the forfeiture of the power against 

such managing member.

(2) When a judgment mentioned in paragraph (1) has become final and 

conclusive, such fact shall be registered at the place of the principal office 

and branch offices of the company.
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Article 206 (Applicable Provisions)

Article 186 shall apply mutatis mutandis to an action mentioned in Article 

205.

SECTION 3  External Relationship of a Company

Article 207 (Representation of Company)

If a company has not designated managing members in charge of the 

management of affairs by the articles of incorporation, each of the members 

shall represent the company. If several executive members were designated 

to take charge of the management, each of them shall represent the 

company: Provided, That the company may specifically designate a person 

who shall represent the company from among such managing members, 

by the articles of incorporation or with the unanimous consent of all the 

members.

Article 208 (Joint Representation)

(1) A company may, either by the articles of incorporation or with the 

unanimous consent of all the members, provide that two or more members 

shall jointly represent the company.

(2) Even in case of paragraph (1), any declaration of intention made by 

a third person to the company shall be effective by giving such declaration 

of the intention to any one of the joint representative members.

Article 209 (Authorities of Representative Member)

(1) The representative member shall be authorized to do all judicial or 

extra-judicial acts relating to the business of the company.

(2) Any restriction placed on the authorities mentioned in paragraph (1) 

may not be asserted against a third person acting in good faith.

Article 210 (Liability for Damages)

In case where the representative member has caused damages to another 

person by his act of the business administration of the company, the 

company and such representative member shall be jointly and severally 

liable for such damages.

Article 211 (Representation in Legal Actions between Company and Mem-

bers)

If no representative member exists in case of an action filed by a company 

against its member or an action filed by a member of a company against 
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the company, a member who shall represent the company on such action 

shall be selected by a resolution of a majority of all the other members.

Article 212 (Liability of Members)

(1) If the assets of a company are insufficient to fully satisfy all its 

obligations, all the members shall be jointly and severally liable for the 

performance of the obligations.

(2) Paragraph (1) shall also apply if a compulsory execution on the 

company’s assets has proved ineffective.

(3) Paragraph (2) shall not apply if any member proves that the company 

is capable of performing its obligations and that the execution can easily 

be effected.

Article 213 (Liability of Incoming Member)

A member admitted to a company after its establishment shall assume 

the same liability as other members with respect to the obligations of 

the company incurred prior to his admission.

Article 214 (Defenses of Members)

(1) In case where a claim is raised against members with respect to the 

company’s obligations, they may oppose to the claimant by any defense 

which the company might have asserted.

(2) If the company has a right of set-off, cancellation or rescission against 

the claimant, members may refuse performance in respect of a claim under 

paragraph (1).

Article 215 (Liability of Member by Estoppel)

Where a person who is not a member of a company has acted in a manner 

to induce others to misconceive him of a true member, he shall assume 

the same liability as true members against any person who has effected 

a transaction with the company on the basis of such misconception.

Article 216 (Applicable Provisions)

Articles 205 and 206 shall apply mutatis mutandis to the representative 

members of a company.

SECTION 4  Retirement of Members

Article 217 (Member’s Right to Retire from Company)

(1) Where the articles of incorporation of a company do not fix the duration 

of the company or they provide that the company shall continue to exist 

during the life of a particular member, any member may retire at the 
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end of any business year: Provided, That he shall give an advance notice 

six months prior to the retirement.

(2) Where unavoidable reasons exist, any member may retire at any time.

Article 218 (Reasons for Retirement of Members)

In addition to Article 217, a member shall retire from the company for 

any of the following reasons:

 1. Occurrence of any event specified in the articles of incorporation;

 2. Consent of all the members;

 3. Death;

 4. Incompetency;

 5. Bankruptcy; or

 6. Expulsion.

Article 219 (Notice of Succession of Rights at Death of Member)

(1) Where the articles of incorporation provide that if a member dies, 

his successors may succeed to the deceased member’s rights and duties 

against the company to become a member, the successors shall dispatch 

a notice of either succession or renunciation to the company within three 

months from the day on which he has become aware of the commencement 

of succession.

(2) If three months have elapsed without the successors’s notice mentioned 

in paragraph (1), the successors shall be deemed to have renounced the 

right to become a member.

Article 220 (Adjudication of Expulsion)

(1) Where any of the following reasons exists in respect of a member, 

the company may, by a resolution of a majority of all the other members, 

demand that the court adjudicate the expulsion of such member:

 1. Where such member failed to perform a duty to contribute;

 2. Where such member acted in violation of Article 198 (1);

 3. Where such member committed a dishonest act with respect to the 

management of the affairs or the representation of the company, or 

where such member managed the affairs of the company or represented 

the company without authority; or

 4. Where there is any other important reason.

(2) Articles 205 (2) and 206 shall apply mutatis mutandis to the cases 

under paragraph (1).

Article 221 (Settlement of Accounts between Expelled Member and Com-
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pany)

The settlement of accounts between the expelled member and the company 

shall be effected according to the status of the company’s property when 

an action for expulsion was filed, and legal interest shall accrue therefrom.

Article 222 (Refundment of Share)

A retired member shall be entitled to refundment of his share even where 

his contribution was in the form of personal services or credit: Provided, 

That it shall not be the case if it is provided otherwise by the articles 

of incorporation.

Article 223 (Seizure on Share)

A seizure upon a member’s share on the company shall be effective with 

regard to his right to demand a dividend and a refundment on the share 

for the future.

Article 224 (Demand of Retirement of Member by Creditor who Seized 

Member’s Share)

(1) A creditor who seized a member’s share in the company may cause 

the member to retire at the end of a business year: Provided, That he 

shall give an advance notice to the company and the member concerned 

six months prior to the retirement.

(2) The advance notice mentioned in the proviso of paragraph (1) shall 

lose its effect when the member concerned performs his obligations or 

furnishes an adequate security.

Article 225 (Liability of Retired Member)

(1) A retired member shall be liable, as if he continued to be a member, 

for the obligations of the company incurred before the registration of his 

retirement has been effected at the place of the principal office, for the 

period of two years subsequent to the above registration.

(2) The provision of paragraph (1) shall apply mutatis mutandis to a member 

who has transferred his share in the company to other persons.

Article 226 (Retired Member’s Right to Demand Change in Corporate Name)

In case where the name of a retired member has been used in the company’s 

trade name, such member may demand of the company the cessation of 

such name.

SECTION 5  Dissolution of Company
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Article 227 (Reasons for Dissolution)

A company shall be dissolved for any of the following reasons:

 1. Expiration of the duration of the company or occurrence of any events 

specified in the articles of incorporation;

 2. Consent of all the members;

 3. Where there is only one member left;

 4. Merger;

 5. Bankruptcy; or

 6. Order or judgment of the court.

Article 228 (Registration of Dissolution)

In case of the dissolution of a company for reasons other than merger 

or bankruptcy, such fact shall be registered within two weeks at the place 

of the principal office and within three weeks at the place of each branch 

office, both period starting from the day on which the reason for dissolution 

comes into existence.

Article 229 (Continuance of Company)

(1) In cases of subparagraphs 1 and 2 of Article 227, the company may 

continue to exist with the consent of all or some of the members: Provided, 

That the dissenting members shall be deemed to have retired.

(2) In case of subparagraph 3 of Article 227, the company may continue 

to exist by admitting a new member.

(3) In case of paragraphs (1) and (2), if the registration of dissolution 

was already effected, the continuance of existence of a company shall be 

registered within two weeks at the place of the principal office and within 

three weeks at the place of each branch office.

(4) Article 213 shall apply mutatis mutandis to the liabilities of a incoming 

member pursuant to paragraph (2).

Article 230 (Resolution of Merger)

The consent of all the members shall be required for a merger of a company.

Article 231 Deleted. <by Act No. 3724, Apr. 10, 1984>

Article 232 (Objections by Creditors)

(1) Within two weeks from the date of the resolution on a merger, the 

company shall give to its creditors a public notice demanding the sub-

mission of an objection, if any, against the merger within a specified period 

of time and shall give a peremptory notice to the respective creditors known 

to the company. In this case, the said period shall be no less than one 
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month. <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5591, Dec. 28, 1998>

(2) A creditor who fails to raise an objection within the period set forth 

in paragraph (1) shall be deemed to have approved the merger.

(3) If a creditor has raised an objection, the company shall perform his 

obligations to the creditor or furnish adequate security, or entrust a property 

of reasonable value to a trust company to the same purpose.

Article 233 (Registration of Merger)

In case of a merger, the registration of alteration by the surviving company, 

the registration of dissolution by the merged company and the registration 

of newly incorporated company in consequence of a merger shall be effected 

within two weeks at the place of the principal office and within three 

weeks at the place of each branch office.

Article 234 (Taking Effect of Merger)

A merger of companies shall take effect when the surviving company or 

the newly company incorporated in consequence of a merger has effected 

registration set forth in Article 233 at the place of its principal office.

Article 235 (Effect of Merger)

The surviving company or the newly incorporated company in consequence 

of a merger shall succeed to the rights and duties of the merged company.

Article 236 (Filing of Action for Nullification of Merger)

(1) The nullification of a merger of companies shall be asserted only by 

an action, the plaintiff of which is limited to the members, liquidators, 

trustee in bankruptcy of respective company or by those creditors who 

do not approve such merger.

(2) The action under paragraph (1) shall be filed within six months from 

the date of the registration under Article 233.

Article 237 (Applicable Provisions)

Article 176 (3) and (4) shall apply mutatis mutandis where the creditors 

of a company have filed an action under Article 236.

Article 238 (Registration of Nullification of Merger)

When a judgment affirming the nullification of merger has become final 

and conclusive, the registration of alteration by the surviving company, 

the registration of restitution by the merged company and the registration 

of dissolution by the newly incorporated company in consequence of the 

merger shall be effected at the place of the principal office and each branch 

office.
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Article 239 (Final Judgment of Nullification and Reversion of Rights and 

Duties of Companies)

(1) When a judgment affirming the nullification of merger has become 

final and conclusive, the companies which have effected a merger shall 

be jointly and severally liable to discharge any obligation that the surviving 

company or the newly incorporated company in consequence of the merger 

has incurred after the merger.

(2) Any property which has been acquired after the merger by the surviving 

company or the newly incorporated company in consequence of the merger 

shall be co-owned in common by the companies which have effected the 

merger.

(3) If, in case of paragraphs (2) and (3), the companies have failed to 

determine the proportions of assuming the liabilities or the proportions 

of the common ownership, the court shall, upon the application of such 

companies, determine those proportions, by taking into account the status 

of the property of each company as of the time of the merger and all other 

circumstances.

Article 240 (Applicable Provisions)

Articles 186 through 191 shall apply mutatis mutandis to the action for 

nullification of merger.

Article 241 (Demand for Dissolution by Members)

(1) Where unavoidable reasons exist, any member may apply to the court 

for dissolution of the company.

(2) Articles 186 and 191 shall apply mutatis mutandis to the case under 

paragraph (1).

Article 242 (Change of Organization)

(1) With the consent of all the members a partnership company may be 

transformed into a limited partnership company either by making a par-

ticular member become a member with limited liability or by admitting 

a new member with limited liability.

(2) paragraph (1) shall apply mutatis mutandis to the continuance of 

existence of a company pursuant to Article 229 (2).

Article 243 (Registration of Change of Organization)

When a partnership company has been transformed into a limited part-

nership company, the registration of dissolution by the partnership company 

and the registration of incorporation by the limited partnership company 
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shall be effected within two weeks at the place of the principal office and 

within three weeks at the place of each branch office.

Article 244 (Liability of Person who Has Become Member with Limited 

Liability in Consequence of Change of Organization)

A person who has been a member of a partnership company but now becomes 

a member with limited liability in accordance with Article 242, paragraph 

(1) shall not be relieved of the unlimited liability with respect to the 

obligations of the company which had been incurred before the registration 

under Article 243 was effected at the place of the principal office, for the 

period of two years subsequent to the said registration.

SECTION 6  Liquidation

Article 245 (Company in Process of Liquidation)

To the extent of the objectives of the liquidation, a company shall be deemed 

to continue to exist even after its dissolution.

Article 246 (where Several Successors of Share Exist)

Where there are two or more successors upon the death of a member after 

dissolution of a company, they shall designate one person from among 

themselves to exercise the rights of a member in connection with the 

liquidation. If there is no such designation, the company’s notice or 

peremptory notice made upon any one of the successors shall be effective 

upon all the successors.

Article 247 (Voluntary Liquidation)

(1) The method of disposal of the properties of a dissolved company may 

be determined by the articles of incorporation or with the consent of all 

the members. In this case, an inventory and a balance sheet shall be 

prepared within two weeks from the day on which the reason for dissolution 

occurred.

(2) Paragraph (1) shall not apply in case of the dissolution of a company 

pursuant to subparagraph 3 or 6 of Article 227.

(3) Article 232 shall apply mutatis mutandis to the case under para-

graph (1).

(4) If, in case of paragraph (1), there is any person who has seized a 

member’s share in the company, the consent of such person shall be 

obtained.
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(5) The company under paragraph (1) shall register the completion of 

liquidation within two weeks at the place of its principal office and within 

three weeks at the place of its branch office after the disposal of properties 

is completed. <Newly Inserted by Act No. 5053, Dec. 29, 1995>

Article 248 (Voluntary Liquidation and Protection of Creditors)

(1) If a company has harmed its creditors by disposing of its properties 

in violation of Article 247 (3), the creditors may apply to the court for 

the revocation of such disposal.

(2) Article 186 of this Act and the proviso of Article 406 (1), Articles 

406 (2) and 407 of the Civil Act shall apply mutatis mutandis to the 

application for the revocation mentioned in paragraph (1).

Article 249 (Protection of Creditors who Have Seized Share)

If a company has disposed of its properties in violation of Article 247 (4), 

the creditor who has seized a member’s share in the company may demand 

that the company pay an amount equivalent to the value of such share. 

In this case, Article 248 shall apply mutatis mutandis.

Article 250 (Legal Liquidation)

If the method of disposal of the properties of a dissolved company has 

not been determined pursuant to Article 247 (1), liquidation shall be 

carried out in accordance with Articles 251 through 265 except for the 

cases of a merger and a bankruptcy.

Article 251 (Liquidator)

(1) In case of the dissolution of a company, a liquidator shall be appointed 

by a majority vote of all the members.

(2) When a liquidator has not been appointed, the managing member shall 

become a liquidator.

Article 252 (Liquidator Appointed by Court)

In case of the dissolution of a company pursuant to subparagraph 3 or 

6 of Article 227, the court shall appoint a liquidator on the application 

of members, any interested person or the public prosecutor or ex officio.

Article 253 (Registration of Liquidators)

(1) The following particulars shall be registered within two weeks at the 

place of the principal office and within three weeks at the place of each 

branch office, which periods shall commence to run from the day of ap-

pointment of a liquidator if a liquidator has been appointed or from the 

day of the dissolution if the managing member has become a liquidator: 
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<Amended by Act, No. 5053, Dec. 29, 1995>

 1. Name, resident registration number and address of the liquidator: 

Provided, That if a representative liquidator has been appointed from 

among several liquidators, addresses of liquidators other than the rep-

resentative liquidators shall be excluded;

 2. Name of the representative liquidator if such has been appointed; and

 3. Provisions to the effect that two or more liquidators shall jointly 

represent the company, if so determined.

(2) Article 183 shall apply mutatis mutandis to the registration under 

paragraph (1). <Amended by Act No. 5053, Dec. 29, 1995>

Article 254 (Duties and Powers of Liquidators)

(1) A liquidator shall have the following duties:

 1. To wind up pending affairs;

 2. To collect claims and to perform obligations;

 3. To dispose of assets for realization; and

 4. To distribute surplus assets.

(2) Where there are two or more liquidators, acts of conduct in connection 

with the duties of liquidation shall be determined by a resolution of a 

majority vote of them.

(3) The representative liquidator is authorized to do all judicial or ex-

trajudicial acts in connection with the duties mentioned in paragraph (1).

(4) Article 93 of the Civil Act shall apply mutatis mutandis to a part-

nership company.

Article 255 (Representation of Company by Liquidator)

(1) In case where the managing member has become a liquidator, he shall 

represent the company as heretofore provided.

(2) In case the court appoints two or more liquidators, the court may 

designate one who is to represent the company or may decide joint rep-

resentation by several of them.

Article 256 (Duties of Liquidator)

(1) A liquidator shall, without delay after his inauguration, investigate 

the status of the company’s properties, prepare an inventory list and a 

balance sheet and deliver copies thereof to respective members.

(2) A liquidator shall report on the progress of the liquidation at any time 

that any member requests him to do so.

Article 257 (Transfer of Business)
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In case where a liquidator intends to transfer whole or part of the business 

of the company, a resolution of a majority vote of all the members shall 

be required.

Article 258 (Impossibility of Full Satisfaction of Obligations and Demand 

for Contribution)

(1) If the existing properties of a company are insufficient to fully satisfy 

its obligations, a liquidator may demand the members to make their 

contributions irrespective of the time for performance.

(2) The amount of contribution in paragraph (1) shall be determined in 

proportion to the ratio of contribution by respective members.

Article 259 (Performance of Obligations)

(1) A liquidator may perform the obligations of the company which have 

not yet come due.

(2) In case of paragraph (1), an obligation in respect of which no interest 

was stipulated, the amount of the obligation deducted by the legal interest 

up to the time for performance shall be paid.

(3) Paragraph (2) shall apply mutatis mutandis to an obligation in respect 

of which the stipulated interest is less than the legal interest rate.

(4) In case of paragraph (1), conditional obligations, obligations with un-

certain duration and any other claims against the company whose value 

is uncertain shall be discharged according to the valuation of an expert 

appointed by the court.

Article 260 (Distribution of Surplus Assets)

A liquidator shall not distribute the properties of the company to its members 

until all the obligations of the company have been discharged completely: 

Provided, That he may distribute the surplus assets after reserving the 

properties necessary for the discharge of such obligation in dispute.

Article 261 (Removal of Liquidator)

A liquidator appointed by the members may be dismissed by a resolution 

of a majority vote of all the members.

Article 262 (Idem)

If a liquidator is clearly unfit for performing his duties or he has breached 

his material duties, the court may, upon the application of a member or 

any interested person, dismiss such liquidator.

Article 263 (Termination of Duties of Liquidator)

(1) When the duties of a liquidator have completed, he shall without delay 
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prepare a statement of account and deliver a copy thereof to each member 

for approval.

(2) If a member who received the statement of account in paragraph (1) 

has failed to raise an objection thereto within one month, he shall be 

deemed to have approved it: Provided, That it shall not be the case where 

a liquidator has committed some dishonest act.

Article 264 (Registration of Completion of Liquidation)

Upon the completion of liquidation, a liquidator shall register such fact 

within two weeks at the place of the principal office and within three 

weeks at the place of each branch office from the day by the approval 

of all the members in accordance with Article 263.

Article 265 (Mutatis Mutandis Applicable Provisions)

Articles 183-2, 199, 200-2, 207, 208, 209 (2), 210, 382 (2), 399 and 

401 shall apply mutatis mutandis to liquidators. 

[This Article Wholly Amended by Act No. 6545, Dec. 29, 2001]

Article 266 (Preservation of Books and Documents)

(1) The books and records as well as important documents relating to 

the business and liquidation of a company shall be preserved for ten years 

after the completion of liquidation is registered at the place of the principal 

office: Provided, That the slips or similar documents shall be preserved 

for five years. <Amended by Act No. 5053, Dec. 29, 1995>

(2) In case of paragraph (1), the custodian and the method of preservation 

shall be determined by a resolution of a majority vote of all the members. 

<Amended by Act No. 5053, Dec. 29, 1995>

Article 267 (Extinctive Prescription for Member’s Liability)

(1) A member’s liability under Article 212 shall extinguish when five years 

have elapsed from the day of the registration of dissolution at the place 

of the principal office.

(2) Even after the lapse of the period mentioned in paragraph (1) if there 

remains surplus assets which have not been distributed, creditors of a 

company may demand the performance of obligations in respect of such 

surplus assets.

CHAPTER Ⅲ  LIMITED PARTNERSHIP

COMPANY
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Article 268 (Organization of Company)

A limited partnership company shall be composed of members with un-

limited liability and members with limited liability.

Article 269 (Applicable Provisions)

Unless otherwise provided in this Chapter, the provisions governing 

partnership companies shall apply mutatis mutandis to limited part- 

nership companies.

Article 270 (Absolute Particulars to Be Entered in Articles of Incorporation)

The articles of incorporation of a limited partnership company shall state 

all the particulars mentioned in Article 179 and shall additionally specify 

whether the liability of each member is limited or unlimited.

Article 271 (Matters to Be Registered)

With respect to the registration of incorporation of a limited partnership 

company, it shall be registered whether each partner’s responsibility is 

limited or not, in addition to the matters as set forth in Article 180. 

[This Article Wholly Amended by Act No. 5053, Dec. 29, 1995]

Article 272 (Contribution by Member with Limited Liability)

Members with limited liability shall not contribute personal services or 

credits.

Article 273 (Right and Duty of Management of Affairs)

Unless otherwise provided in the articles of incorporation, every member 

with unlimited liability shall have the right and duty to manage the affairs 

of the company. 

Article 274 (Appointment and Dismissal of Manager)

The appointment and removal of a manager shall be decided by a reso- 

lution of a majority vote of members with unlimited liability even where 

managing members were designated.

Article 275 (Freedom of Engaging in Competitive Business by Member 

with Limited Liability)

A member with limited liability may, without the consent of the other 

members, effect for his own account or for the account of a third person 

any transaction which falls within the class of business carried on by the 

company or become a member with unlimited liability or a director of another 

company whose business purpose is the same kind of business as the com-

pany.

Article 276 (Transfer of Share of Member with Limited Liability)



COMMERCIAL ACT

55

With the consent of all the members with unlimited liability, a member 

with limited liability may transfer to another person the whole or a part 

of his share in the company. The same shall apply even where such transfer 

is to be accompanied by an amendment of the articles of incorporation.

Article 277 (Right of Monitoring of Member with limited Liability)

(1) A member with limited liability may, at the end of each business year 

but only during business hours, inspect the account books, a balance sheet 

and other documents of the company and may investigate its business 

and the state of its property. <Amended by Act No. 3724, Apr. 10, 1984>

(2) Where any material reason exists, a member with limited liability 

may, with the permission of the court, conduct the inspection and inves-

tigation mentioned in paragraph (1) at any time.

Article 278 (Prohibition on Management and Representation by Member 

with Limited Liability)

A member with limited liability shall neither manage the affairs of the 

company nor represent the company.

Article 279 (Liability of Member with Limited Liability)

(1) A member with limited liability shall be liable to perform the obligations 

of the company to the extent of the amount of his contribution deducting 

the amount which has been paid already.

(2) If any dividends were distributed notwithstanding that no profit has 

accrued to the company, such amount shall be added in determining the 

liability for performance.

Article 280 (Liability in Case of Decrease in Contribution)

In case where a member with limited liability reduces his contributions, 

he shall not be relieved of the liabilities under Articles 278 and 279 with 

regard to any obligation of the company which has been incurred prior 

to the registration of such reduction at the place of the principal office, 

for the period of two years after such registration has been effected.

Article 281 (Liability of Member with Unlimited Liability by Estoppel)

(1) Where a member with limited liability has acted in a manner to induce 

others to misconceive him of a member with unlimited liability, he shall 

assume the same liability as a member with unlimited liability against 

any person who has effected a transaction with the company due to such 

misconception.

(2) Paragraph (1) shall apply mutatis mutandis where a member with 
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limited liability has acted in a manner to mislead others as to the extent 

of his liability.

Article 282 (Liability of Member whose Liability Has Been Changed)

Article 213 shall apply mutatis mutandis where a member with limited 

liability has become a member with unlimited liability and Article 225 

shall apply mutatis mutandis where a member with unlimited liability 

has become a member with limited liability.

Article 283 (Death of Member with Limited Liability)

(1) Upon the death of a member with limited liability, his successor shall 

succeed to the share of the deceased in the company and shall become 

a member.

(2) Where, in case of paragraph (1), there are two or more successors, 

they shall appoint from among themselves one person who shall exercise 

the right of the member. If there is no such appointment, the company’s 

notice or peremptory notice made upon any one of the successors shall 

be effective upon all the successors.

Article 284 (Incompetency of Member with Limited Liability)

A member with limited liability shall not be subject to retirement, even 

if he is adjudged incompetent.

Article 285 (Dissolution and Continuance of Company)

(1) A limited partnership company shall be dissolved if either all the 

members with unlimited liability or all the members with limited liability 

have retired from the company.

(2) The members, either with unlimited liability or with limited liability, 

remaining in case of paragraph (1), may, with the unanimous consent 

among themselves, continue the company by admitting a member with 

limited liability or a member with unlimited liability.

(3) Articles 213 and 229 (3) shall apply mutatis mutandis to the cases 

under paragraph (2).

Article 286 (Change of Organization)

(1) With the consent of all the members, a limited partnership company 

may transform its organization to a partnership company and continue 

to exist.

(2) In case where all the members with limited liability have retired from 

the company, the members with unlimited liability may, with the unani-  

mous consent among themselves, transform its organization to a part- 
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nership company and continue to exist.

(3) In cases of paragraphs (2) and (3), the registration of dissolution 

shall be effected by the limited partnership company, and the registra- 

tion of incorporation shall be effected by the partnership company, within 

two weeks at the place of the principal office and within three weeks  

at the place of each branch office.

Article 287 (Liquidator)

A liquidator of a limited partnership company shall be appointed by a 

majority vote of the members with unlimited liability. If there is no such 

appointment, the managing member who has been in charge of the man-

agement shall become a liquidator.

CHAPTER Ⅳ STOCK COMPANY

SECTION 1 Incorporation

Article 288 (Promoters)

In order to incorporate a stock company, the promoters shall prepare the 

articles of incorporation. 

[This Article Wholly Amended by Act No. 6488, Jul. 24, 2001]

Article 289 (Preparation of Articles of Incorporation, Absolute Particu-  

lars to be Entered Therein)

(1) The promoters shall prepare the articles of incorporation and enter 

the following particulars therein, and each of them shall write his name 

and affix his seal or sign on it: <Amended by Act No. 3724, Apr. 10, 1984; Act 

No. 5053, Dec. 29, 1995; Act No. 6488, Jul. 24, 2001>

 1. Purpose;

 2. Trade name;

 3. Total number of shares authorized to be issued;

 4. Par value per share;

 5. Number of shares to be issued at the time of incorporation;

 6. Place of principal office;

 7. Method of public notice;

 8. Name, residence registration number and address of each promoter; 

and

 9. Deleted. <by Act No. 3724, Apr. 10, 1984>
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(2) The number of shares to be issued at the time of incorporation shall 

be no less than a fourth of the total number of shares authorized to be 

issued by the company. <Amended by Act No. 3724, Apr. 10, 1984>

(3) Public notices by a company shall be given by inserting them in the 

Gazette or in a daily newspaper in which matters relating to current 

events are published.

Article 290 (Particulars of Abnormal Incorporation)

The following matters shall be effective by being stated in the articles 

of incorporation:

 1. Any special benefits to be received by promoters and names of such 

promoters;

 2. Name of the person who is to make a contribution in kind, the type 

quantity and value of the subject-matter of such contribution in kind 

and the class and number of shares to be given in consideration thereof;

 3. The class, number and value of the property which was agreed to be 

transferred to the company after its incorporation and the name of 

the transferor; and

 4. The expenses for incorporation which are to be borne by the company 

and the amount of promoter’s compensation.

Article 291 (Determination of Matters concerning Issuance of Shares at 

Time of Incorporation)

In connection with the shares to be issued at the time of incorporation, 

unless otherwise provided in the articles of incorporation, the following 

matters shall be determined with the unanimous agreement among the 

promoters:

 1. Class and number of shares; and

 2. If the company is to issue shares at the price higher than the par 

value, the number of such shares and the price.

Article 292 (Authentication of Articles of Incorporation)

The articles of incorporation shall take effect upon the authentication by 

a notary public.

Article 293 (Subscription of Shares by Promoters)

Each promoter shall subscribe for shares in writing.

Article 294 Deleted. <by Act No. 5053, Dec. 29, 1995>

Article 295 (Payment of Subscription Price and Performance of Contri-

bution in Kind in Promotion of Incorporation)
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(1) In case where the promoters have subscribed for all of the shares to 

be issued at the time of incorporation, they shall without delay make full 

payment of the subscription price. In this case, they shall designate the 

bank or other financial institution at which the subscription price is to 

be paid and the place of payment. <Amended by Act No. 5053, Dec. 29, 1995>

(2) A promoter who is to make a contribution in kind shall deliver the 

pertinent property, without delay, on the date fixed for the payment of 

the subscription price, and if registration, recording or the creation or 

transfer of a right is required, he shall prepare completely the documents 

thereon and deliver them to the company.

Article 296 (Appointment of Officers in Promotion of Incorporation)

(1) When the payment of subscription price and the performance of con-

tribution in kind are completed in accordance with Article 295, the 

promoters shall without delay appoint the directors and auditors by a 

majority vote.

(2) The promoters shall have one vote for each share which they have 

subscribed for.

Article 297 (Preparation of Minutes by Promoters)

The promoters shall prepare and write their names and affix their seals 

or sign on the minutes of their meeting, in which the proceedings of de-

liberation and the results thereof shall be entered. <Amended by Act No. 

5053, Dec. 29, 1995>

Article 298 (Investigation and Reporting by Directors and Auditors, and 

Request for Appointment of Inspector)

(1) The directors and auditors shall, without delay after their appoint-

ment, investigate whether or not all matters concerning the incorporation 

of the company have complied with the Acts, subordinate statutes and the 

articles of incorporation, and report the results thereof to the promoters.

(2) Any director and auditor who was a promoter, contributor in kind 

or party to a contract whereby the company is to take over a property 

after its incorporation shall not participate in the investigation and 

reporting mentioned in paragraph (1).

(3) If all of the directors and auditors are subject to paragraph (2), the 

directors shall have a notary public make the investigation and reporting 

mentioned in paragraph (1).

(4) In case where the articles of incorporation provide for any matter set 
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forth in Article 290, the directors shall request the court to appoint an 

inspector for the purpose of conducting the investigation on such matter: 

Provided, That this shall not apply to the case of Article 299-2.

[This Article Wholly Amended by Act No. 5053, Dec. 29, 1995]

Article 299 (Investigation and Reporting by Inspector)

(1) The inspector shall investigate any matter set forth in Article 290 

and whether or not the contribution in kind pursuant to Article 295 has 

been fulfilled and shall report the results thereof to the court. <Amended 

by Act No. 5053, Dec. 29, 1995>

(2) The inspector shall, without delay after he has prepared a report of 

investigation under paragraph (1), deliver a copy of it to each promoter.

(3) Where any statement in the report of investigation is contrary to the 

true fact, the promoters may produce an explanatory note thereon to the 

court.

Article 299-2 (Certification of Contribution in Kind, etc.)

With respect to the matters set forth in subparagraphs 1 and 4 of Article 

290 the investigation and reporting by a notary public may substitute 

for the investigation of the inspector mentioned in Article 299 (1) and 

with respect to the matters set forth in subparagraphs 2 and 3 of Article 

290 and the fulfillment of contribution in kind pursuant to Article 295, 

the appraisal by a certified appraiser may substitute for the investigation 

of the inspector mentioned in Article 299 (1). In this case, the notary 

public or appraiser shall report on the results of the investigation or appraisal 

to a court. <Amended by Act No. 5591, Dec. 28, 1998>

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 300 (Disposition of Alteration by Court)

(1) If the court has found any of the matters falling with Article 290 to 

be improper after examining the reports on investigation by an inspector or 

notary public or the results of appraisal by an appraiser and an explanatory 

note of the promoters, it may alter the same and notify each promoter 

thereof. <Amended by Act No. 5591, Dec. 28, 1998>

(2) A promoter who disagrees to an alteration under paragraph (1) may 

revoke the subscription of his shares. In this case, the procedures for the 

incorporation may be continued through amending the articles of incor-

poration. <Amended by Act No. 5591, Dec. 28, 1998>

(3) If no promoter revokes the subscription of his shares within two weeks 
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after receiving the notification from the court, the articles of incorporation 

shall be deemed to have been amended in accordance with the notification. 

<Amended by Act No. 5591, Dec. 28, 1998>

Article 301 (Offering of Shares in Case of Subscriptive Incorporation)

Where the promoters do not subscribe for all the shares issued at the 

time of incorporation, they shall offer shares for subscription.

Article 302 (Offer of Share Subscription and Particulars to Be Entered 

in Subscription Form)

(1) A person who intends to subscribe for shares shall complete two copies 

of subscription form, in which the class and number of shares for which 

he is to subscribe and his address are stated, and shall write his name 

and affix his seal or shall sign thereon. <Amended by Act No. 5053, Dec. 29, 

1995>

(2) The promoters shall prepare the subscription form, in which the 

following particulars shall be stated: <Amended by Act No. 1212, Dec. 12, 1962; 

Act No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995>

 1. Date on which the articles of incorporation were authenticated, and 

the name of the notary public;

 2. Matters set forth in Articles 289 (1) and 290;

 3. Duration or reasons for dissolution of the company, if determined;

 4. Class and number of shares subscribed by promoters;

 5. Matters mentioned in Article 291;

 5-2. A provision that transfer of shares shall be subject to the approval 

of the board of directors, if so determined;

 6. Distribution of interest prior to the commencement of business, if so 

determined;

 7. Redemption of shares out of profits to be distributed to shareholders, 

if so determined;

 8. A statement to the effect that the subscription of shares may be 

cancelled if the inaugural general meeting is not closed by a fixed 

date;

 9. Bank and any other financial institution in charge of the payment of 

the subscription price and the place of payment; and

10. Name, address and business office of a transfer agent, if any.

(3) The proviso of Article 107 (1) of the Civil Act shall not apply to the 

offer of share subscription. <Amended by Act No. 1212, Dec. 12, 1962>



COMMERCIAL ACT

62

Article 303 (Duties of Subscribers)

A person who has subscribed for shares shall be responsible for the payment 

of the subscription price in accordance with the number of shares allotted 

to him by the promoters.

Article 304 (Notice or Peremptory Notice to Subscribers, etc.)

(1) Any notice or peremptory notice against a person who has subscribed 

for shares or who has applied for subscription for shares may be delivered 

to his address stated in the certificate of the share subscription or the 

subscription form for shares or to the address notified to the company 

by such person.

(2) The notice or peremptory notice under paragraph (1) shall be deemed 

to have delivered at the time when it would normally have arrived.

Article 305 (Payment of Subscription Price for Shares)

(1) When all the shares to be issued at the time of incorporation have 

been subscribed for, the promoters shall without delay have the sub-

scription price be paid fully by the subscribers.

(2) The payment under paragraph (1) shall be made at the place as 

prescribed in the subscription form for shares.

(3) Article 295 (2) shall apply mutatis mutandis to the cases under par-

agraph (1).

Article 306 (Change of Depository, etc. of Payment)

The change of the depository at which the subscription price shall be paid 

in and of the place of payment shall be subject to approval of the court.

Article 307 (Procedures for Forfeiture of Subscriber’s Rights)

(1) In case where a person who has subscribed for shares fails to make 

the payment in accordance with Article 305, the promoters shall fix a 

certain date and shall, before two weeks prior to such date, give such 

person a notice to the effect that such person’s right shall be forfeited 

if he fails to make the payment by such date.

(2) If the person who received the notice under paragraph (1) fails to 

perform the payment by such date, his rights shall be forfeited. In this 

case, the promoters may again offer such shares for subscription.

(3) Paragraphs (2) and (3) shall not affect any claim for damages against 

the person concerned who has subscribed for shares.

Article 308 (Inaugural General Meeting)

(1) Where the payment pursuant to Article 305 and the performance of 
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the contribution in kind have been completed, the promoters shall without 

delay convene an inaugural general meeting.

(2) Articles 363 (1) and (2), 364, 368 (3) and (4), 368-2, 369 (1), 371 (2), 

372, 373, 376 through 381 and 435 shall apply mutatis mutandis to the 

inaugural general meeting. <Amended by Act No. 3724, Apr. 10, 1984>

Article 309 (Resolutions at Inaugural General Meeting)

At the inaugural general meeting, resolutions shall be adopted by 

affirmative votes of at least two-thirds of the total votes of attending 

subscribers and also by affirmative votes representing a majority of the 

total number of shares which have been subscribed.

Article 310 (Investigation in Case of Abnormal Incorporation)

(1) If any matter set forth in Article 290 has been determined by the 

articles of incorporation, the promoters shall request the court for the 

appointment of an inspector to investigate such matters.

(2) A written report of the inspector mentioned in paragraph (1) shall 

be submitted to the inaugural general meeting.

(3) The proviso of Article 298 (4) and Article 299-2 shall apply mutatis 

mutandis to the investigation under paragraph (1). <Newly Inserted by Act 

No. 5053, Dec. 29, 1995>

Article 311 (Reporting by Promoters)

(1) The promoters shall report in writing on the matters relating to the 

incorporation of the company, at the inaugural general meeting.

(2) The written report under paragraph (1) shall specify the following:

 1. General circumstances concerning subscription of shares and payment of 

subscription price; and

 2. Actual conditions regarding matters mentioned in Article 290.

Article 312 (Election of Officers)

At the inaugural general meeting, directors and auditors shall be elected.

Article 313 (Investigation and Reporting by Directors and Auditors)

(1) The directors and auditors shall, without delay after their inau-

guration, investigate whether all matters concerning the incorporation 

of the company have complied with Acts, subordinate statutes and the 

article of incorporation and shall report the results thereof to the inaugural 

general meeting. <Amended by Act No. 5053, Dec. 29, 1995>

(2) Article 298 (2) and (3) shall apply mutatis mutandis to the inves-

tigation and reporting under paragraph (1). <Amended by Act No. 5053, Dec. 
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29, 1995>

(3) Deleted. <by Act No. 5053, Dec. 29, 1995>

Article 314 (Alteration of Matters concerning Abnormal Incorporation)

(1) If the inaugural general meeting finds any of the matters falling under 

Article 290 to be improper, it may alter them.

(2) Article 300 (2) and (3) shall apply mutatis mutandis to the cases 

under paragraph (1).

Article 315 (Claim for Damages against Promoters)

Article 314 shall not affect any claim for damages against the promoters.

Article 316 (Resolutions of Amending Articles of Incorporation and Aban-

doning Incorporation)

(1) At the inaugural general meeting, a resolution calling for amending 

the Articles of incorporation or abandoning the incorporation of the company 

may be adopted.

(2) A resolution under paragraph (1) may be adopted even where such 

matter has not been stated in the convocation notice for the meeting.

Article 317 (Registration of Incorporation)

(1) The registration of incorporation of a stock company shall be effected 

within two weeks from the day on which the procedures in accordance 

with Articles 299 and 300 have been completed in cases where the promot- 

ers subscribed for all the shares issued at the time of incorporation, and 

within two weeks from the day on which the inaugural general meeting has 

been closed or from the day on which the procedures in accordance with 

Article 314 has been completed in cases where the promoters have offered 

shares for subscription.

(2) For the registration under paragraph (1), the following matters shall 

be registered: <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995; 
Act No. 6086, Dec. 31, 1999>

 1. Matters set forth in Article 289 (1) 1 through 4, 6 and 7;

 2. Total amount of the capital;

 3. Total number and class of the issued and outstanding shares and 

contents and number of each class of shares;

 3-2. Provision that the transfer of shares shall be subject to the approval 

of the board of director, if so determined;

 3-3. Provision under which stock option is granted, if so decided;

 3-4. Places of branch offices;
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 4. Duration or reasons for dissolution of the company, if determined;

 5. Dividend of interest prior to the commencement of business, if so 

determined;

 6. Redemption of shares out of profits to be distributed to shareholders, 

if so determined;

 7. Matters set forth in Article 347, if convertible shares are issued;

 8. Name and residence registration number of each director and auditor;

 9. Name, residence registration number and address of the representative 

director;

10. Provision that two or more representing directors shall jointly re-

present the company, if so determined;

11. Trade name and the principal office of a transfer agent, if any; and

12. Name and resident registration number of each auditor of the audit 

committee, if such committee has been set up.

(3) Matters set forth in paragraph (2) 1, 4, 9 and 10 shall be registered 

for the registration to be made in case of establishing a new branch or 

transferring a branch, at the place of such newly established branch or 

the changed place of such transferred branch, as the case may be. <Newly 
Inserted by Act No. 5053, Dec. 29, 1995>

(4) Articles 181 through 183 shall apply mutatis mutandis to the reg-

istration of a stock company.

Article 318 (Certification and Liability by Depository for Subscription 

Price Paid in)

(1) A bank and other financial institution which have had the custody 

of the subscription price paid shall deliver the certification as to the 

amount of money which are in its custody on demand by a promoter or 

a director.

(2) The bank and other financial institution under paragraph (1) may 

not assert, in respect of the amount of money duly certified to be in its 

custody, non-performance, in whole or in part, of such payment or any 

restriction upon the return of such amount against the company. 

Article 319 (Transfer of Rights Deriving from Share Subscription)

The transfer of any right deriving from the subscription of shares shall 

not be effective against the company.

Article 320 (Restrictions on Asserting Nullity or Revocation of Share Sub-

scription)
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(1) Once the company comes into existence, no subscriber may assert the 

nullity of his subscription by reason of defects in any requirement as to 

the subscription form for shares, nor may revoke his subscription on the  

ground of fraud, duress or mistake.

(2) The same shall apply even before the company comes into existence, 

if the subscriber has attended, and has exercised his rights at, the 

inaugural general meeting.

Article 321 (Promoter’s Warranty Liability for Subscription and Payment)

(1) In case where, after the company comes into existence, any shares 

issued at the time of incorporation of the company are found to have not 

been subscribed or the subscription for certain shares has been revoked, 

the promoters shall be deemed to have subscribed for such shares jointly.

(2) In case where, after the company comes into existence, shares upon 

which payment of the subscription price in accordance with Article 295 (1) 

or 305 (1) has not been completed, the promoters shall make such payment 

jointly and severally.

(3) Article 315 shall apply mutatis mutandis to the cases under par-

agraphs (2) and (3).

Article 322 (Promoter’s Liability for Damages)

(1) If promoters have neglected to perform their duties in connection with 

the incorporation of the company, they shall be jointly and severally liable 

for damages to the company.

(2) If promoters have failed to perform their duties wilfully or by gross 

negligence, they shall be jointly and severally liable for damages to third 

persons.

Article 323 (Joint and Several Liability of Promoters and Officers)

If the directors or auditors have neglected to perform their duties under 

Article 313 (1) and are thereby liable for damages to the company or to 

third persons and if the promoters are also liable therefor, the directors, 

auditors and promoters shall be liable for such damages jointly and 

severally.

Article 324 (Release of Promoter’s Liability and Derivative Suits by Share-

holders)

Articles 400, and 403 through 406 shall apply mutatis mutandis to the 

promoters.

Article 325 (Inspector’s Liability for Damage)
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If an inspector appointed by the court has failed to perform his duties 

wilfully or by gross negligence, he shall be liable for damages to the company 

or to third persons.

Article 326 (Promoter’s Liability where Company Fails to Come into 

Existence)

(1) If the company fails to come into existence, the promoters shall be 

jointly and severally liable for all acts conducted in connection with the 

incorporation of the company.

(2) In case of paragraph (1), the promoters shall assume any expen-  

ditures incurred in connection with the incorporation of the company.

Article 327 (Liability of Self-styled Promoter)

A person who has consented to have his name and any statement indi- 

cating his participation in the incorporation of the company entered in 

the application form for subscription and/or in any other documents which 

has been issued in connection with the offering of shares for subscription 

shall assume the same liability as that of a promoter.

Article 328 (Action for Nullity of Incorporation)

(1) The nullity of the incorporation of a company may be contended only 

by the shareholders, directors or auditors and only by means of an ac- 

tion which shall be filed within two years from the day on which the com- 

pany comes into existence. <Amended by Act No. 3724, Apr. 10, 1984>

(2) Articles 186 through 193 shall apply mutatis mutandis to the action 

mentioned in paragraph (1).

SECTION 2 Shares

Sub-Section 1 Shares and Share Certificates

Article 329 (Formation of Capital and Par Value per Share)

(1) The capital of a stock company shall be no less than fifty million won. 

<Newly Inserted by Act No. 3724, Apr. 10, 1984>

(2) The capital of a stock company shall be divided into shares.

(3) The par value per share shall be equal.

(4) The par value per share shall be at least one hundred won. <Amended 

by Act No. 5591, Dec. 28, 1998>

Article 329-2 (Share Split)

(1) A company may split shares by a resolution by a general meeting  
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of shareholders under Article 434.

(2) In case of paragraph (1), the par value per share after the split shall 

not be less than the amount under Article 329 (4).

(3) The provisions of Articles 440 through 444 shall apply mutatis 

mutandis to a share split under paragraph (1).

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 330 (Restrictions on Issuance of Share below Par)

Shares may not be issued at a price less than the par value: Provided, 

That this shall not apply to the case of Article 417. <Amended by Act No. 

1212, Dec. 12, 1962>

Article 331 (Liability of Shareholder)

The liability of a shareholder shall be limited to the subscription price 

which he has paid for his shares.

Article 332 (Liability of Person who Subscribed for Shares in Fictitious 

Name or in Other Person’s Name)

(1) A person who has subscribed for shares either in the name of a 

fictitious person or in the name of other person without such other per- 

son’s consent shall assume the same liability as the subscriber.

(2) A person who has subscribed for shares in the name of other person 

with such other person’s consent shall take a joint and several liability 

with such other person for the payment of subscription price for shares.

Article 333 (Co-ownership of Shares)

(1) Persons who have subscribed for shares jointly shall be jointly and 

severally liable for the payment of the subscription price.

(2) Where a share belongs to a co-ownership of two or more persons, they 

shall designate one from among themselves who is to exercise the rights 

of a shareholder.

(3) Where no one is designated to exercise the rights of a shareholder, 

a notice or peremptory notice required to be given to the co-owners may 

be given to any one of them.

Article 334 (Prohibition of Set-off by Shareholder against Company)

A shareholder may not assert a set-off against the company as regards 

to payment of the subscription price for shares.

Article 335 (Transferability of Shares)

(1) Shares shall be transferable to other persons: Provided, That the 

articles of incorporation may subject the transfer of shares to the re-
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quirement of an approval of the board of directors. <Amended by Act No. 

5053, Dec. 29, 1995>

(2) The transfer of shares which is not approved by the board of direc-  

tors in contravention of the proviso of paragraph (1) shall have no effect 

against the company. <Newly Inserted by Act No. 5053, Dec. 29, 1995>

(3) The transfer of shares made before the issuance of share certificates  

shall have no effect against the company: Provided, That it shall not be 

the case if six months have passed since the date of the formation of the 

company or the date of the payment of the subscription price for new 

shares. <Amended by Act No. 3724, Apr. 10, 1984>

Article 335-2 (Request for Approval of Transfer)

(1) In case where the transfer of shares requires the approval of the board 

of directors, the shareholder intending to transfer his shares may request 

in writing the company to approve the transfer, by specifying the con-

templated transferee and the class and number of the shares to be trans-

ferred.

(2) The company shall notify in writing the shareholder of whether or 

not it approves the transfer, within one month after the request under 

paragraph (1) is made.

(3) If the company fails to notify the shareholder of its refusal within 

the period set forth in paragraph (2), the board of directors shall be 

deemed to have approved the transfer of shares.

(4) The shareholder who received the notification of the refusal to approve 

the transfer as referred to in paragraph (2) may request the company 

to designate the alternative transferee or to purchase the shares, within  

twenty days after receiving the notification. 

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 335-3 (Request for Designation of Alternative Transferee)

(1) If a shareholder requests the company to designate an alternative 

transferee, the board of directors shall designate one and notify in writing 

the shareholder and the designated person thereof, within two weeks  

after the request is made.

(2) If the board of directors fails to notify the shareholder of the desig- 

nation of the alternative transferee within the period set forth in para- 

graph (1), the board of directors shall be deemed to have approved the 

transfer of shares. 
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[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 335-4 (Claim for Sale by Designated Transferee)

(1) Any person designated as the alternative transferee in accordance 

with Article 335-3 (1) may request in writing the shareholder who made 

the request for such designation to sell the shares to him within ten days 

after he receives the notification of such designation.

(2) Article 335-3 (2) shall apply mutatis mutandis to the cases where 

the person designated as the alternative transferee fails to make the 

request for sale within the period set forth in paragraph (1). 

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 335-5 (Determination of Sale Price)

(1) In case of Article 335-4, the sale price of the shares concerned shall 

be determined through a negotiation between the shareholder and the  

person requesting for sale. <Amended by Act No. 6488, Jul. 24, 2001>

(2) In case where a negotiation under paragraph (1) is not effected within 

30 days from the date of receiving the request under Article 335-4 (1), 

the provisions of Article 374-2 (4) and (5) shall apply mutatis mutan- 

dis. <Amended by Act No. 6488, Jul. 24, 2001>

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 335-6 (Appraisal Rights of Shareholders)

Article 374-2 (2) through (5) shall apply mutatis mutandis where the 

shareholder requests the company to purchase the shares in accordance 

with Article 335-2 (4). <Amended by Act No. 6488, Jul. 24, 2001>

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 335-7 (Request for Approval by Transferee of Shares)

(1) In case where the transfer of shares is subject to the approval of the 

board of directors, any person who has acquired the shares may request  

in writing the company to approve such acquisition, by specifying the  

class and number of the acquired shares.

(2) Articles 335-2 (2) through (4), and 335-3 through 335-6 shall ap- 

ply mutatis mutandis to the cases under paragraph (1).

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 336 (Method of Transfer of Shares)

(1) Share certificates shall be delivered for the transfer of shares.

(2) A possessor of a share certificate shall be presumed as a due holder 

thereof.
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[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 337 (Requirements for Setting up of Transfer of Registered Shares 

against Company)

(1) The transfer of a registered share shall not be asserted against 

the company, unless the name and address of the transferee have been 

entered in the register of shareholders.

(2) A company may designate a transfer agent in accordance with the 

articles of incorporation. In this case, if the transfer agent has entered 

the name and address of the transferee in the part of a set of the register 

of shareholders, the entry of a change of holders under paragraph (1) 

shall be deemed to have been duly effected. <Newly Inserted by Act No. 3724, 
Apr. 10, 1984>

Article 338 (Pledging of Registered Shares)

(1) In order to have a registered share pledged, the share certificate 

shall be delivered to the pledgee.

(2) Without being in possession of the share certificate, a pledgee shall 

not assert his pledge right against third persons.

Article 339 (Subrogation of Pledge)

In case of redemption, consolidation, split or conversion of shares, a 

pledge over the original shares may be extended to the money or shares 

which the original shareholder is to receive in consequence thereof. 
<Amended by Act No. 5591, Dec. 28, 1998>

Article 340 (Registered Pledge on Registered Shares)

(1) If, in case of a pledge created over a registered share, the company 

has, at the request of the pledgee, enter the name and address of the 

pledgee in the register of shareholders and enter his name in the share 

certificate, the pledgee may receive from the company the dividends of 

profits or interest, the distribution of surplus assets or money mentioned 

in Article 339, and may apply them to the discharge of claims due to him 

in preference to other creditors.

(2) Article 353 (3) of the Civil Act shall apply mutatis mutandis to the 

cases under paragraph (1) above.

(3) A pledgee under paragraph (1) may demand that the company deliver 

the share certificate of the share mentioned in Article 340.

Article 340-2 (Stock Option)

(1) The company may, under the conditions as prescribed by the articles 
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of incorporation, grant by the resolution of the general shareholders’ 

meeting as provided in Article 434 the option of purchasing new shares 

or shares it owns (hereafter referred to as “stock option”) at a fixed price 

established in advance (hereafter referred to as “exercising price for stock 

option”) to its directors, auditors or other employees who will, or will be 

able to contribute to the promotion of its incorporation and management, 

technological innovation, etc.: Provided, That, in case the exercising price 

for stock option is lower than substantial price of the stock concerned, 

the company may compensate for the relevant difference by cash or transfer 

its own shares equivalent to the relevant difference. In this case, the 

substantial stock price shall be appraised as of the date of exercising  

the stock option.

(2) The stock option as referred to in paragraph (1) shall not be granted 

to the persons who fall under any of the following subparagraphs:

 1. A stockholder who holds 10/100 or more of the total outstanding  

shares of the company excluding the non-voting shares;

 2. A person who actually exercises an influence over such major man-

agement matters of the company as the appointment or dismissal of 

directors and auditors, etc.; and

 3. Spouse and lineal ascendents or descendents of the person falling 

under subparagraphs 1 and 2.

(3) The number of new shares to be issued or the company’s own shares 

to be transferred under paragraph (1) shall not exceed 10/100 of the total 

outstanding shares of the company.

(4) The exercising price for stock option as referred to in paragraph (1) 

shall be in excess of the prices falling under any of the following sub-

paragraphs:

 1. In the case of issuing new shares, the higher amount between their 

substantial price as of the date of granting the stock option and their 

face value; and

 2. In the case of transferring the company’s own shares, their substantial 

price as of the date of granting the stock option.
[This Article Newly Inserted by Act No. 6086, Dec. 31, 1999]

Article 340-3 (Granting Stock Option)

(1) The following particulars shall be entered in the provisions of the 

articles of incorporation concerning the stock option as referred to in 
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Article 340-2 (1):

 1. An intention that a stock option may be granted in specified cases;

 2. Categories and the number of shares to be issued or transferred in 

the case of exercising the stock option;

 3. Qualifications of a person to whom a stock option is to be granted;

 4. Exercising period of the stock option; and

 5. An intention that the granting of the stock option may be revoked 

by a resolution of the board of directors in specified cases.

(2) In adopting at the general shareholders’ meeting a resolution con-

cerning the granting of stock option as referred to in Article 340-2 (1), 

the following matters shall be determined:

 1. Names of the persons who are to be granted the stock option;

 2. Method of granting the stock option;

 3. Matters concerning the exercising price for stock option and an as-

sessment thereof;

 4. Exercising period of the stock option; and

 5. Categories and the number of shares to be issued or transferred, in 

the case of exercising the stock option, to each of the persons to be 

granted the stock option.

(3) The company shall enter into contract with the optionee who has 

been granted the stock option under a resolution by the general share-

holders’ meeting as referred to in paragraph (2), and prepare a written 

contract thereon within a reasonable period of time.

(4) The company shall keep the written contract under paragraph (3) 

in its principal office until the expiration of exercising period of the stock 

option so as to ensure that the shareholders are able to peruse it during 

the office hours.
[This Article Newly Inserted by Act No. 6086, Dec. 31, 1999]

Article 340-4 (Exercise of Stock Option)

(1) The stock option under Article 340-2 (1) may be exercised only when 

the stock optionee holds office or post in the company for more than two 

years since the date when the matters as referred to in subparagraphs 

of Article 340-3 (2) are determined by a resolution of the general share- 

holders’ meeting.

(2) The stock option as referred to in Article 340-2 (1) shall not be 

transferable: Provided, That, in the case of the death of optionee en- 
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titled to exercise the stock option, his heir thereto may exercise it.
[This Article Newly Inserted by Act No. 6086, Dec. 31, 1999]

Article 340-5 (Applicable Provisions)

  Article 350 (2), the latter part of Article 350 (3), Articles 351 and 516-8 

(1), (3) and (4), and the former part of Article 516-9 shall apply mu- 

tatis mutandis to the case of issuing new shares upon exercising the 

stock option.
[This Article Newly Inserted by Act No. 6086, Dec. 31, 1999]

Article 341 (Acquisition of Company’s Own Shares)

A company may not acquire its own shares on its own account, except 

in the following cases: <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5053,  
Dec. 29, 1995>

 1. In case of the retirement of shares;

 2. In case of the merger of companies or of the acquisition of the entire 

business of another company;

 3. Where it is necessary to do so for achieving the objective in the course 

of exercising the rights of the company;

 4. Where it is necessary to deal with the fractional shares; and

 5. In case of the exercise of appraisal rights by the shareholder.

Article 341-2 (Acquisition of Company‘s Own Shares for Granting Stock 

Option)

(1) In the case of acquiring its own shares for the purpose of trans- 

ferring them under Article 340-2 (1) or of acquiring them by transfer 

from outgoing directors, auditors or other employees, the company may, 

on its own account, acquire its own shares within the limit not exceeding 

10/100 of the total outstanding shares: Provided, That the total amount 

for these acquisitions shall be within the limit whereby the dividends 

under Article 462 (1) may be paid.

(2) In case where the company acquires its own shares as referred to in 

paragraph (1) for value from a shareholder who holds shares exceeding 

10/100 of the total outstanding shares, a resolution under Article 434 

shall be adopted by the general shareholders’ meeting with respect to 

matters falling under any of the following subparagraphs. In this case, 

the company shall acquire the relevant shares within six months after  

the resolution by the general shareholders’ meeting:

 1. Name of the shareholder intending to transfer his shares;
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 2. Categories and numbers of the shares to be acquired; and

 3. Values of the shares to be acquired.

(3) In case of acquiring its own shares pursuant to paragraph (1), the 

company shall dispose of the shares in a reasonable period of time.

(4) The provision of Article 433 (2) shall apply mutatis mutandis to the  

general shareholders’ meeting under paragraph (2).

[This Article Newly Inserted by Act No. 6068, Dec. 31, 1999]

Article 341-3 (Creation of Pledge on Company’s Own Shares)

A company may not create a pledge on its own shares in excess of a twen- 

tieth of the total number of issued and outstanding shares: Provided, That 

such ceiling shall not apply in case of subparagraphs 2 and 3 of Article 

341.

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 342 (Disposition of Company’s Own Shares)

In case of subparagraph 1 of Article 341, the company shall, without de- 

lay, proceed to the cancellation of the shares, and in the cases of sub- 

paragraphs 2 through 5 of Article 341, and the proviso of Article 341-3, 

it shall dispose of the shares or the pledge within a reasonable period 

of time. <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995; Act 

No. 6068, Dec. 31, 1999>

Article 342-2 (Acquisition of Parent Company’s Shares by Subsidiary 

Company)

(1) In case where a company (hereafter referred to as the “parent com- 

pany”) holds more than 50/100 of the total issued and outstanding 

shares in another company (hereafter referred to as the “subsidiary com- 

pany”), the subsidiary company may not acquire shares in the parent 

company, except in the following cases: <Amended by Act No. 6488, Jul. 24, 

2001>

 1. In case of the all-inclusive exchange and all-inclusive transfer of 

stocks, the merger of companies or the acquisition of the entire busi- 

ness of another company; and

 2. Where it is necessary to do so for achieving the objective in the 

course of exercising the rights of the company.

(2) In case of paragraph (1), the subsidiary company shall dispose of  

the shares of the parent company within six months after it has acquired 

them.
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(3) If a parent company and its subsidiary company in aggregate hold, 

or a subsidiary company by itself holds, more than 50/100 of the total 

issued and outstanding shares in another company, such another com- 

pany shall be deemed as a subsidiary company of the parent company 

for the purpose of the application of this Act. <Amended by Act No. 6488, Jul. 

24, 2001>

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 342-3 (Acquisition of Another Company’s Shares)

If a company acquires more than 10/100 of the total issued and out-  

standing shares in another company, it shall without delay notify such 

another company thereof.

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 343 (Retirement of Shares)

(1) Shares may be retired only in accordance with the provisions re-  

lating to the reduction of capital: Provided, That this shall not apply to 

the case of the retirement of shares effected out of profits to be distrib- 

uted to shareholders in accordance with the articles of incorporation.

(2) Articles 440 and 441 shall apply mutatis mutandis in case of the 

retirement of shares.

Article 343-2 (Retirement of Shares by Resolution of General Meeting)

(1) A company may retire the shares after purchasing them under a re-

solution of the regular general meeting pursuant to Article 434, in addi-

tion to a case under Article 343.

(2) The kind and total number of shares to be purchased, the total sum 

of acquired values and the available period for share purchases shall be 

determined by a resolution at the general meeting under paragraph (1).

(3) In case of paragraph (2), the total sum of acquired values of shares  

to be purchased shall not exceed the amount obtained by subtracting  

the amount under each subparagraph of Article 462 (1) from the net  

assets value on the balance sheet.

(4) In case of paragraph (2), the available period for share purchase shall 

not pass the closing date of the general meeting in a settlement term, 

which comes first after the resolution under paragraph (1).

(5) A company shall not make the share purchase under paragraph (1) 

in case where it is feared that the net assets value on the balance sheet 

for the settlement term of relevant business year falls short of the total 
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sum of each subparagraph of Article 462 (1).   

(6) Notwithstanding the net assets value on the balance sheet for the 

settlement term of relevant business year falls short of the total sum of 

each subparagraph of Article 462 (1), if a company retires the shares 

after purchasing them under paragraph (1), the directors are jointly and 

severally liable to indemnify the company against the relevant insuffi- 

cient amount. In such case, the provisions of Article 462-3 (4) (proviso) 

shall apply mutatis mutandis.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 344 (Different Classes of Shares)

(1) A company may issue two or more classes of shares which are dif- 

ferent in respect of their particulars as to the dividends of profits or in- 

terest or the distribution of the surplus assets.

(2) In case of paragraph (1), the articles of incorporation shall provide 

for the contents and number of each class of shares and shall also pro- 

vide the minimum dividend rate with respect to a class of shares having 

any preferential right as to the dividend of profits. <Amended by Act No. 

5053, Dec. 29, 1995>

(3) If the company issues different classes of shares, special provisions 

may be made from class to class with respect to the subscription for new 

shares, the consolidation, split, or retirement of shares or the allotment 

of shares in consequence of a merger or split of companies, even where 

no such matters have been provided in the articles of incorporation. 

<Amended by Act No. 5591, Dec. 28, 1998>

Article 345 (Redeemable Shares)

(1) In case of Article 344, the company may provide that a class of 

shares, having preferential right as to a dividend may be retired out of 

profits.

(2) In case of paragraph (1), the price, time and method of the redemp- 

tion of shares and the number of redeemable shares shall be stated in 

the articles of incorporation.

Article 346 (Issuance of Convertible Shares)

(1) If a company issues different classes of shares, the articles of in- 

corporation may provide that a shareholder may demand the shares 

subscribed by the shareholder to be converted into shares of another class. 

In this case, the conditions of conversion, the period within which the 
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conversion may be demanded, and the number and particulars as to 

shares to be issued in consequence of the conversion shall be prescribed.

(2) The number of shares to be issued in consequence of the conversion 

shall be reserved in each class of shares under Article 344 (2) within 

the period mentioned in paragraph (1).

Article 347 (Procedures of Issuance of Convertible Shares)

In case of Article 346 (1), the following particulars shall be stated in 

the subscription form for shares or the certificate of preemptive rights 

to new shares: <Amended by Act No. 3724, Apr. 10, 1984>

 1. A statement to the effect that the shares concerned may be converted 

into shares of another class;

 2. Conditions of conversion;

 3. Contents of the shares to be issued in consequence of the conver-  

sion; and

 4. Period within which the conversion may be demanded.

Article 348 (Issue Price of Shares to be Issued in Consequence of Con-

version)

If shares are to be issued in consequence of the conversion, the issue  

price of such new shares shall be that of the shares which existed before 

the conversion.

Article 349 (Demand of Conversion)

(1) A person demanding the conversion shall submit to the company two 

copies of written demand form together with the share certificates.

(2) The written demand form mentioned in paragraph (1) shall contain 

the class and number of shares to be converted and the date of the de- 

mand and the shareholder demanding conversion shall write his name 

and affix his seal or sign on it. <Amended by Act No. 5053, Dec. 29, 1995>

(3) Deleted. <by Act No. 5053, Dec. 29, 1995>

Article 350 (Taking Effect of Conversion)

(1) Conversion of shares shall take effect at the time when it is demanded.

(2) Any shareholder of the shares converted during the period men- 

tioned in Article 354 (1) may not exercise the voting right to such shares 

at the general shareholders’ meeting held during such period.

(3) With regard to a dividend of profit or interest to the shares con-  

verted pursuant to paragraph (1), the conversion shall be deemed to  

have been effected at the end of the business year in which the convert- 
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sion is demanded. In this case, the articles of incorporation may provide  

that with respect to a dividend of profit or interest to the new shares, 

the conversion shall be deemed to have been effected at the end of the 

business year immediately before the business year in which the con-  

version is demanded. 

[This Article Wholly Amended by Act No. 5053, Dec. 29, 1995]

Article 351 (Registration of Conversion)

The registration for changes caused by the conversion of shares shall be 

made at the place of the principal office, within two weeks from the last 

day of the month in which the conversion is demanded.

[This Article Wholly Amended by Act No. 5053, Dec. 29, 1995]

Article 352 (Particulars to Be Entered in Register of Shareholders)

(1) In cases where registered shares are issued, the following partic-  

ulars shall be entered in the register of shareholders: <Amended by Act No. 

3724, Apr. 10, 1984>

 1. Name and address of each shareholder;

 2. Class and number of shares held by each shareholder;

 2-2. The serial number of such share certificates when the share cer-

tificates have been issued for shares held by each shareholder; and

 3. Date of acquisition of each share.

(2) If bearer share certificates are issued, the register of shareholders 

shall state the class, number, serial number and issuance date of such 

certificate.

(3) If, in cases of paragraphs (1) and (2), convertible shares are issued,  

the register of shareholders shall also contain the particulars set forth  

in Article 347.

Article 353 (Effect of Register of Shareholders)

(1) Any notice or peremptory notice to a shareholder or a pledgee may 

be effective if sent to the address entered in the register of shareholders 

or other address notified to the company by such person.

(2) Article 304 (2) shall apply mutatis mutandis to the notice or per- 

emptory notice under paragraph (1).

Article 354 (Closure of Register of Shareholders and Record Date)

(1) In order to fix the person who shall exercise the voting right, re-  

ceive dividends or exercise other rights as a shareholder or a pledgee, 

the company may suspend the alteration of entry in the register of 
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shareholders for a specified period or it may deem any shareholder or  

pledgee whose name appears in the register of shareholders on a spec- 

ified date to be the shareholder or pledgee who shall be entitled to ex- 

ercise such rights. <Amended by Act No. 3724, Apr. 10, 1984>

(2) The period mentioned in paragraph (1) shall not exceed three months. 

<Amended by Act No. 3724, Apr. 10, 1984>

(3) The date mentioned in paragraph (1) shall be determined to be a day 

within three months before the date on which the person may exercise 

the rights as a shareholder or pledgee. <Amended by Act No. 3724, Apr. 10, 1984>

(4) If a company has determined the period or the date mentioned in 

paragraph (1), it shall give public notice thereof two weeks in advance: 

Provided, That it shall not be the case where such period or date has 

been designated by the articles of incorporation.

Article 355 (Time to Issue Share Certificates)

(1) A company shall without delay issue share certificates after its in-

corporation or after the date of payment on new shares.

(2) No share certificate may be issued before the incorporation or the 

date of payment on new shares.

(3) Share certificates issued in contravention of paragraph (2) shall be 

null and void: Provided, That this shall not affect any claim for dam- 

ages against those who have issued them.

Article 356 (Particulars to Be Entered in Share Certificates)

Each share certificate shall contain the following particulars and a se- 

rial number and the representative director shall write his name and  

affix his seal or shall sign thereon: <Amended by Act No. 5053, Dec. 29, 1995>

 1. Trade name of the company;

 2. Date of incorporation;

 3. Total number of shares authorized to be issued by the company;

 4. Par value per share;

 5. Date of issuance of such certificates, if the shares are issued after 

the incorporation of the company;

 6. Particulars and class of shares, if there are different classes of shares;

 6-2. Provision that the transfer of shares shall be subject to the approval 

of the board of directors, if so determined;

 7. Particulars set forth in Article 345 (2), if there are redeemable share; 

and
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 8. Particulars set forth in Article 347, if there are convertible shares.

Article 357 (Issuance of Bearer Share Certificates)

(1) A bearer share certificate may be issued only if it is so provided in 

the articles of incorporation.

(2) A shareholder may at any time demand of the company that a bearer 

share certificate be converted into a registered share certificate.

Article 358 (Exercise of Rights by Shareholders Holding Bearer Share 

Certificates)

The owner of a bearer share certificate may not exercise his rights as 

a shareholder unless he deposits his share certificate with the company.

Article 358-2 (Non-bearing of Share Certificates)

(1) Unless otherwise provided in the articles of incorporation, any share- 

holder may declare to the company that he will not bear share certificates 

as to his registered shares.

(2) Upon receiving the declaration mentioned in paragraph (1), the com- 

pany shall without delay enter in the register of shareholders and part 

of a set thereof its intention that it will not issue the share certificates 

and notify the shareholder thereof. In this case, the company may not 

issue the share certificates concerned.

(3) In case of paragraph (1), any share certificates issued previously  

shall be submitted to the company and the company shall invalidate them 

or deposit them with a transfer agent.

(4) Notwithstanding paragraphs (1) through (3), a shareholder may de-  

mand at any time that the company issue or return the share certificates.  

[This Article Wholly Amended by Act No. 5053, Dec. 29, 1995]

Article 359 (Bona Fide Acquisition of Share Certificates)

Article 21 of the Check Act shall apply mutatis mutandis to share cer-

tificates. 

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 360 (Judgment of Nullification and Re-issuance of Share Cer-

tificates)

(1) A share certificate may be invalidated by undergoing the procedures 

of public summons.

(2) A person who has lost his share certificates shall not request the  

company to re-issue them, unless he has obtained a judgment of nul-

lification with respect thereto.
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Sub-Section 2 All-inclusive Share Swap

Article 360-2 (Incorporation of Complete Parent Company by All-inclusive 

Transfer of Shares)

(1) A company may become the company possessing the total number  

of issued shares of another company (hereinafter referred to as the “com- 

plete parent company”) by an all-inclusive share swap under the pro- 

visions of this Sub-Section. In such case, the said another company shall 

be called the “complete subsidiary”.

(2) The shares owned by the shareholders of the company becoming the 

complete subsidiary by an all-inclusive share swap (hereafter in this 

Sub-Section, referred to as the “share swap”) shall be transferred to the 

company becoming the complete parent company by the share swap on 

the day of share swap; and the shareholders of the company becoming 

the said complete subsidiary shall become the shareholders of the he  

company becoming the said complete parent company by receiving the 

allocation of new shares to be issued by the company becoming the said 

complete parent company for the share swap.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-3 (Preparation of Contract for Share Swap and Approval of 

Shareholders’ General Meeting)

(1) A company which intends to make a share swap shall prepare a con- 

tract for share swap and obtain an approval of the shareholders’ general 

meeting.

(2) The resolution for an approval under paragraph (1) shall be gov- 

erned by the provisions of Article 434.

(3) Matters falling under any of the following subparagraphs shall be  

entered on the share swap contract:

 1. Where the company becoming a complete parent company alters the 

articles of incorporation due to the share swap, the relevant pro-  

visions;

 2. Matters on the total number and kinds of new shares to be issued 

by the company becoming a complete parent company, and the num- 

ber of such shares by kind, and on the allocation of new shares to 

the shareholders of the company becoming a complete subsidiary;
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 3. Matters on the amount of capital to be increased for the company 

becoming a complete parent company, and on the capital reserves;

 4. Where the amount to be paid to the shareholders of the company be- 

coming a complete subsidiary is determined, the relevant provisions;

 5. Date of the shareholders’ general meeting of each company to make 

a resolution under paragraph (1);

 6. Date to make a share swap;

 7. Where each company pays a dividend not later than the date of share 

swap or makes a payment of dividend in cash under Article 462-3, 

the relevant limit amount;

 8. Where a company transfers its own stocks under Article 360-6, the 

total number and kinds of stocks to be transferred, and the number 

of such stocks by kind; and

 9. Where the directors, auditors or members of audit committee who  

are to be appointed by the company becoming a complete parent com- 

pany are determined, their names and resident registration numbers.

(4) A company shall enter the matters falling under any of the following 

subparagraphs on the notification and public notice under Article 363:

 1. Major details of a share swap contract;

 2. Details and exercising methods of the appraisal right under Article 

360-5 (1); and

 3. Where one company has a regulation in its articles of incorporation 

to the effect that a share transfer requires an approval of the board 

of directors, and the articles of incorporation of other company does 

not carry such regulations, the purport thereof.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-4 (Public Notification of Share Swap Contract)

(1) The directors shall keep the documents falling under any of the fol- 

lowing subparagraphs at the head office from two weeks prior to the  

meeting day of the shareholders’ general meeting under Article 360-3 (1) 

to the date on which six months elapse since the date of share swap:

 1. Contract for share swap;

 2. Documents carrying the reasons for an allocation of stocks to the share- 

holders of the company becoming a complete subsidiary; and

 3. Final balance sheets and profit and loss statements of each company 

making a share swap prepared on a certain date within six months 
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prior to the meeting day of the shareholders’ general meeting under 

Article 360-3 (1) (in a case of simplified share swap under Article 

360-9, the date on which the public notice or notification is made  

under paragraph (2) of the same Article).

(2) The provisions of Article 391-3 (3) shall apply mutatis mutandis to 

the documents under paragraph (1).

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-5 (Appraisal Right of Opposing Shareholders)

(1) The shareholders opposed to a resolution of the board of directors on 

the matter to be approved under Article 360-3 (1) may, if they informed 

in writing the company of their intents to oppose to the said resolution  

prior to the shareholders’ general meeting, claim to the company for the 

purchase of shares owned by them in writing, indicating the kind and 

number of such shares, within 20 days since the date of resolution of  

such general meeting.

(2) The shareholders informed the company in writing of their intents 

to be opposed to the share swap within two weeks since the date of pub- 

lic notice or notification under Article 360-9 (2) may claim to the com- 

pany for the purchase of shares owned by them in writing, indicating  

the kind and number of such shares, within 20 days since the expiration 

of such period.

(3) The provisions of Article 374-2 (2) through (5) shall apply mutatis 

mutandis to the claims for purchase under paragraphs (1) and (2).

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-6 (Transfer of Treasury Shares Substituting Issue of New 

Shares)

The company becoming a complete parent company may transfer the  

treasury shares owned by it substituting an issue of new shares in mak- 

ing a share swap, which are to be disposed of in a considerable period 

under Article 342, to the shareholders of the company becoming a com- 

plete subsidiary.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-7 (Maximum Limit of Capital Increase of Complete Parent 

Company)

(1) The capital of the company becoming a complete parent company  

shall not be increased in excess of the amount obtained by subtracting 
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the amount falling under any of the following subparagraphs from the 

current net assets amount of the company becoming a complete subsid- 

iary on the date of share swap:

 1. Amount to be paid to the shareholders of the company becoming a 

complete subsidiary; and

 2. Total sum of book values of the shares to be transferred to the share- 

holders of the company becoming a complete subsidiary under Article 

360-6.

(2) In case where the company becoming a complete parent company  

already owns the shares of the company becoming a complete subsidiary 

prior to share swap, the capital of the company becoming the complete 

parent company shall not be increased in excess of the limit of amount 

obtained by subtracting the amount falling under each subparagraph of 

paragraph (1) from the amount derived from multiplying the current net 

assets value of the company becoming the complete subsidiary on the  

date of share swap by the rate of the number of shares to be transferred 

to the company becoming the complete parent company due to a share 

swap with the total number of shares issued by the relevant company.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-8 (Procedures for Invalidation of Share Certificates) 

(1) The company becoming a complete subsidiary due to a share swap 

shall, where its shareholders’ general meeting has made an approval  

under Article 360-3 (1), make a public notice on the matters falling under 

any of the following subparagraphs one month before the date of share 

swap, and notify the shareholders listed in the share register and the 

pledgees respectively:

 1. Purport of an approval under Article 360-3 (1);

 2. Purport that the share certificates shall be submitted to the com-  

pany not later than the day preceding the date of share swap; and

 3. Purport that the share certificates shall become invalid on the date 

of share swap.

(2) The provisions of Articles 442 and 444 shall apply mutatis mutandis 

to the case where an approval is made under Article 360-3 (1),

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-9 (Simplified Share Swap)

(1) In case where there exists a consent by all shareholders of the com- 
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pany becoming a complete subsidiary or where the company becoming a 

complete parent company owns 90/100 or more of the total number of 

shares issued by the company becoming the complete subsidiary, an ap- 

proval of the shareholder’s general meeting of the company becoming  

the complete subsidiary may substitute for an approval of the board of 

directors.

(2) The company becoming a complete subsidiary shall, in the case of 

paragraph (1), make a public notice to the effect that a share swap is 

to be made without obtaining an approval of the shareholders’ general 

meeting within two weeks since the preparation of a share swap contract, 

or notify the shareholders thereof: Provided, That this shall not apply 

to the case where there exists a consent of all shareholders.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-10 (Small-Scale Share Swap) 

(1) In case where total number of new shares issued for a share swap 

by the company becoming a complete parent company is not in excess 

of 5/100 of total number of shares issued by the relevant company, an 

approval of the shareholders’ general meeting under Article 360-3 (1) 

of the relevant company may substitute for an approval of the board of 

directors: Provided, That this shall not apply to the case where the amount 

to be paid to the shareholders of the company becoming a complete sub- 

sidiary, if so determined, is in excess of 2/100 of the current net assets 

value of the company becoming the complete parent company on its final 

balance sheet as provided in Article 360-4 (1) 3.

(2) The shares to be transferred to the shareholders of the company be- 

coming a complete subsidiary under Article 360-6 shall be deemed the 

new shares to be issued for a share swap, in applying the provisions of 

paragraph (1).

(3) In a case of the text of paragraph (1), the share swap contract shall 

include the purport that the company becoming a complete parent com- 

pany may make a share swap without obtaining an approval of the share-

holders’ general meeting under Article 360-3 (1), and shall not include 

the matters listed in paragraph (3) 1 of the said Article.

(4) The company becoming a complete parent company shall make a pub- 

lic notice on the business title and head office of the company becoming 

a complete subsidiary, the date of share swap and the purport that a  
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share swap is to be made without obtaining an approval under Article 

360-3 (1), or notify the shareholders thereof, within two weeks since  

the preparation of a share swap contract.

(5) In case where the shareholder possessing the shares equivalent to 

20/100 or more of the total number of shares issued by the company be- 

coming a complete parent company notifies of his intent to be opposed 

to the share swap under the text of paragraph (1), the share swap under 

this Article shall not be made.

(6) In a case of the text of paragraph (1), where the provisions of Article 

360-4 (1) is applicable to the company becoming a complete parent com- 

pany, the term “two weeks prior to the meeting days of shareholders’  

general meeting under Article 360-3 (1)” in other portions than each 

subparagraph of the same paragraph of same Article, and “the meeting 

days of shareholders’ general meeting under Article 360-3 (1)” in sub- 

paragraph 3 of the same paragraph of same Article shall be “the date 

of a public notice or notification under paragraph (4) of this Article”, 

respectively.

(7) In a case of the text of paragraph (1), the provisions of Article 360- 

5 shall not be applicable.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-11 (Mutatis Mutandis Application of Regulations for Frac- 

tional Shares)

(1) The provisions of Article 443 shall apply mutatis mutandis to the  

case of share swap of a company.

(2) The provisions of Articles 339 and 340 (3) shall apply mutatis mu- 

tandis to the pledge for the shares of the company becoming a complete 

subsidiary in a case of share swap.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-12 (Post Public Notice of Documents Carrying Matters on  

Share Swap)

(1) The directors shall keep the documents carrying the matters falling 

under any of the following subparagraphs at the head office for six weeks 

from the date of share swap:

 1. Date of share swap;

 2. Current net assets value of the company becoming a complete sub- 

sidiary on the date of share swap;
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 3. Number of shares of a complete subsidiary transferred to a complete 

parent company due to a share swap; and

 4. Other matters on the share swap.

(2) The provisions of Article 391-3 (3) shall apply mutatis mutandis  

to the documents under paragraph (1).

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-13 (Tenure of Director and Auditor of Complete Parent Com-  

pany)

The directors and auditors of the company becoming a complete parent 

company due to a share swap who have taken office before the share swap 

shall retire from office on the closing date of the general meeting in a 

settlement term, which comes first after the date of the share swap.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-14 (Litigation over Invalidity of Share Swap)

(1) Any shareholder, director, auditor, member of audit committee or 

liquidator of each company may claim the invalidity of share swap by only 

a litigation within six months since the date of such share swap.

(2) The litigation under paragraph (1) shall be under an exclusive ju- 

risdiction of the district court having jurisdiction over the location of  

head office of the company becoming a complete parent company.

(3) When the judgment invalidating a share swap becomes final, the  

company becoming a complete parent company shall transfer the shares 

of the company becoming a complete subsidiary, which have been owned 

by it, to the shareholders of new shares issued for a share swap or those 

transferred under Article 360-6.

(4) The provisions of Articles 187 through 189, 190 (text), 191, 192, 377 

and 431 shall apply mutatis mutandis to the litigation under para- 

graph (1), and those of Articles 339 and 340 (3) to the case of para- 

graph (3), respectively.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Sub-Section 3 All-inclusive Transfer of Shares  

Article 360-15 (Establishment of Complete Parent Company due to All- 

inclusive Share Transfer)

(1) A company may establish a complete parent company due to an all- 
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inclusive share transfer under this Sub-Section (hereafter in this Sub- 

Section, referred to as the “share transfer”), and become a complete sub-  

sidiary.

(2) The shares of a company becoming a complete subsidiary due to the 

share transfer, which are owned by its shareholders, shall be transferred 

to a complete parent company established due to the share transfer, and 

the shareholders of the relevant complete subsidiary shall become the 

shareholders of the relevant complete parent company by receiving an 

allocation of shares issued by the relevant complete parent company for 

the share transfer.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-16 (Approval of Share Transfer by Shareholders’ General 

Meeting)

(1) A company intending to transfer the shares shall prepare a plan for 

share transfer stating matters falling under any of the following sub-

paragraphs, and obtain an approval of the shareholders’ general meeting:

 1. Provisions of the articles of incorporation of a complete parent com- 

pany to be established;

 2. Kind and number of the shares issued for a share transfer by a com- 

plete parent company to be established, and matters on the share 

allocation to the share- holders of a company becoming a complete 

subsidiary;

 3. Matters on the equity capital value and capital reserves of a com- 

plete parent company to be established;

 4. Where the amount to be paid to the shareholders of a company be- 

coming a complete subsidiary is determined, the provisions therefor;

 5. Time of the share transfer;

 6. Where a company becoming a complete subsidiary distributes pro-  

fits not later than the date of share transfer, or makes the profit 

distribution by cash under Article 462-3, the relevant limit;

 7. Names and resident registration numbers of the directors, auditors 

or the members of the audit committee of a complete parent company 

to be established; and

 8. Where a company jointly establish a complete parent company due 

to the share transfer, the purport thereof.

(2) The resolution for an approval under paragraph (1) shall be governed 
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by Article 434.

(3) The provisions of Article 360-3 (4) shall apply mutatis mutandis  

to the approval of shareholders’ general meeting in the case of para-  

graph (1).

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-17 (Public Notice of Documents Such as Plans for Share Trans-

fer, etc.)

(1) The directors shall keep the documents falling under any of the fol-

lowing subparagraphs at the main office from two weeks prior to the  

meeting days of shareholders’ general meeting under Article 360-16 (1) 

to the date on which six months elapse since the date of share transfer:

 1. Plans for share transfer under Article 360-16 (1);

 2. Documents stating the reasons for share allocation to the share- 

holders of a company becoming a complete subsidiary; and

 3. Final balance sheet and profit and loss statement of a company be- 

coming a complete subsidiary which are prepared on a certain date 

within six months prior to the meeting days of shareholders’ general  

meeting under Article 360-16 (1).

(2) The provisions of Article 391-3 (3) shall apply mutatis mutandis to 

the documents under paragraph (1).

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-18 (Limit of Equity Capital of Complete Parent Company)

The equity capital of a complete parent company to be established shall 

not exceed the amount obtained by subtracting the amount to be paid 

to the shareholders of a company becoming a complete subsidiary on the 

date of share transfer from the current net assets value of the said com- 

pany.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-19 (Procedures for Invalidation of Share Certificates)

(1) The company becoming a complete subsidiary due to share transfer 

shall, where it has made a resolution under Article 360-16 (1), publicly 

notify the matters falling under any of the following subparagraphs, and  

notify the shareholders and pledgees listed in the share registry, re-

spectively:

 1. Purport that a resolution has been made under Article 360-16 (1);

 2. Purport that the share certificates shall be submitted to a company 
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within the period specified for over one month; and

 3. Purport that the shares shall become invalid on the date of share  

transfer.

(2) The provisions of Articles 442 and 444 shall apply mutatis mutandis  

to the case where a resolution under Article 360-16 (1) has been made.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-20 (Registration due to Share Transfer)

Where a share transfer is made, the matters provided in Article 317 (2) 

shall be registered within two weeks at the location of main office of  

the established complete parent company, and within three weeks at the 

location of its branch offices.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-21 (Effective Period of Share Transfer)

Any transfer of shares shall become effective by a registration under Ar- 

ticle 360-20 by the complete parent company established due to such 

transfer at the location of its main office.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-22 (Mutatis Mutandis Application of Share Transfer Pro- 

visions) 

The provisions of Articles 360-5, 360-11 and 360-12 shall apply muta- 

tis mutandis to the case of share transfer.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 360-23 (Litigation over Invalidity of Share Transfer) 

(1) Any shareholder, director, auditor, member of audit committee or 

liquidator of each company may claim the invalidity of share transfer by 

only a litigation within six months since the date of share transfer.

(2) The litigation under paragraph (1) shall be under an exclusive juris- 

diction of the district court having jurisdiction over the location of head 

office of the company becoming a complete parent company.

(3) When the judgment invalidating a share transfer becomes final, the 

company becoming a complete parent company shall transfer the shares 

of the company becoming a complete subsidiary, which have been owned 

by it, to the shareholders of new shares issued for a share transfer.

(4) The provisions of Articles 187 through 193 and 377 shall apply mu-  

tatis mutandis to the litigation under paragraph (1), and those of Ar- 

ticles 339 and 340 (3) to the case of paragraph (3), respectively.
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[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

SECTION 3  Organs of Company

Sub-Section 1  General Shareholders’ Meeting

Article 361 (Power of General Shareholders’ Meeting)

At general shareholders’ meetings, resolutions may be adopted as to 

matters provided by this Act or the articles of incorporation.

Article 362 (Decision of Convocation)

The convocation of a general meeting shall be determined by the board 

of directors unless otherwise provided by this Act.

Article 363 (Notice and Public Notice of Convocation)

(1) The notice for convocation of a general meeting shall be dispatched 

in writing or by an electronic data to each shareholder at least two weeks 

prior to the day set for such meeting: Provided, That if such notice has 

not arrived at the address of a shareholder entered on the register of 

shareholders for three consecutive years, the company shall not be re- 

quired to give such notice to that shareholder. <Amended by Act No. 5053, 

Dec. 29, 1995; Act No. 6488, Jul. 24, 2001>

(2) The written notice under paragraph (1) shall state the subject-

matters of the meeting.

(3) If the company has issued bearer share certificate, it shall give public 

notice stating its intention that the general meeting is to be held and 

the subject-matters of the meeting, at least three weeks prior to the  

day set for such meeting.

(4) Paragraphs (1) through (3) shall not apply with respect to the share-

holders who are not entitled to vote.

Article 363-2 (Shareholders’ Right to Make Proposal)

(1) Shareholders who hold no less than 3/100 of the total issued shares  

other than nonvoting shares may make a proposal to make a matter an 

object of a general shareholders meeting (hereafter referred to as a 

“shareholders’ proposal”) to directors in writing at least six weeks prior 

to the day set for such meeting.

(2) Shareholders under paragraph (1) may request that directors re-  

cord the summary of the proposal submitted by the shareholders in ad- 

dition to the subject-matters of the meeting in a notice and public notice 
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under Article 363 in writing at least six weeks prior to the day set for 

such meeting.

(3) Where there is a shareholders’ proposal under paragraph (1), di-

rectors shall report to the board of directors, which shall accept the 

proposal as the subject-matters of the general meeting of shareholders, 

unless its contents are in breach of Acts, subordinate statutes, or the 

articles of incorporation. In this case, the shareholders who made the 

proposal shall, on their request, be given an opportunity to explain the 

proposal at the general meeting.
[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 364 (Place of Convocation)

Unless otherwise provided in the articles of incorporation, a general 

meeting shall be convened at the place of the principal office or at some 

place adjacent thereto.

Article 365 (Convocation of General Meeting)

(1) An ordinary general meeting shall be convened at least once a year 

at a fixed time.

(2) In case where a company has determined the settlement of accounts 

to take place more than two times in a year, a general meeting shall be 

convened with respect to each of such period for the settlement of accounts.

(3) An extraordinary general meeting shall be convened from time to  

time whenever necessary.

Article 366 (Demand for Convocation by Minority Shareholders)

(1) Shareholders who hold no less than 3/100 of the total issued and 

outstanding shares may demand the convocation of an extraordinary 

general meeting, by filing with the board of directors a written state- 

ment of the proposed subject-matters of the meeting together with the 

reasons for the proposed convocation. <Amended by Act No. 5591, Dec. 28, 1998>

(2) If the steps for the convocation of a general meeting are not taken 

promptly after the demand mentioned in paragraph (1), the shareholder  

who made such demand may convene such meeting with the permission 

of the court. <Amended by Act No. 5591, Dec. 28, 1998>

(3) At a general meeting held in accordance with paragraphs (1) and (2), 

an inspector may be appointed to investigate the affairs of the company 

and the status of its property. <Amended by Act No. 5591, Dec. 28, 1998>

Article 366-2 (Maintenance of Order at General Meeting)
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(1) The president of the general meeting shall be elected at the general 

meeting unless otherwise provided by the articles of incorporation.

(2) The president of the general meeting shall have control over the main-

tenance of order and the proceedings at the general meeting.

(3) The president of the general meeting may order anyone, who notably

disturbs the order by intentionally speaking or acting for a filibuster,  

to stop speaking or to retire from the meeting room.

[This Article Newly Inserted by Act No. 6086, Dec. 31, 1999]

Article 367 (Appointment of Inspector)

At a general meeting, an inspector may be appointed to examine the 

documents submitted by the directors and the report of the auditors.

Article 368 (Method of Adopting Resolutions and Exercise of Voting Rights)

(1) Unless otherwise provided by this Act or articles of incorporation, 

resolutions shall be adopted at the general meetings by affirmative votes 

of a majority of the voting rights of shareholders present thereat and 

representing at least 1/4 of the total issued and outstanding shares. 

<Amended by Act No. 5053, Dec. 29, 1995>

(2) Persons holding bearer share certificates shall deposit them with the 

company one week prior to the date set for the meeting.

(3) A shareholder may have a proxy exercise the voting rights on his be- 

half. In this case, the proxy shall submit a document proving his power  

of representation at the general meeting.

(4) A person who has special interest in the resolution of a general meet- 

ing may not exercise his voting rights thereupon.

Article 368-2 (Exercise of Vote in Disunity)

(1) If a shareholder has two or more votes, he may exercise them in dis- 

unity. In this case, he shall notify the company in writing of his intention 

of so doing and the reasons therefor three days before the meeting is  

to be held.

(2) The company may reject such exercise of vote in disunity by a share- 

holder, unless he has accepted a trust of shares or he holds the shares 

in behalf of another person.

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 368-3 (Exercise of Voting Right in Writing)

(1) Shareholders may exercise their voting rights in writing, without 

attending the general meeting, pursuant to the provisions of the articles  
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of incorporation.

(2) Notice of the convocation of the general meeting shall be accom-  

panied by the reference data and the documents necessary for share-  

holders to exercise their voting rights under paragraph (1).

[This Article Newly Inserted by Act No. 6086, Dec. 31, 1999]

Article 369 (Votes)

(1) A shareholder shall have one vote for each share.

(2) The company shall not be entitled to vote in respect of its own shares.

(3) In case a company, its parent company and its subsidiary company 

together or its subsidiary company alone holds more than 1/10 of the total 

issued and outstanding shares in another company, the shares of the 

company or of the parent company held by such another company shall 

not be entitled to vote. <Newly Inserted by Act No. 3724, Apr. 10, 1984>

Article 370 (Non-voting Shares)

(1) In case where a company issues different classes of shares, the ar- 

ticles of incorporation may a shareholder of a certain class of shares  

having preferential rights as to the dividend of profits shall not be en- 

titled to vote: Provided, That such shareholder shall be entitled to vote 

from the general meeting subsequent to the general meeting where a 

resolution of disallowing the preferred dividend as provided in the ar- 

ticles of incorporation is adopted until the time of closing of the general  

meeting where a resolution of allowing such dividend is adopted.

(2) The total number of the shares having no voting rights as men-  

tioned in paragraph (1) shall not exceed 1/4 of the total issued and 

outstanding shares.

Article 371 (Computation of Quorum and Number of Votes)

(1) In the computation with respect to resolutions of a general meeting,  

the number of non-voting shares shall be excluded from the total num- 

ber of the issued and outstanding shares.

(2) In the computation with respect to resolutions of a general meeting,  

the number of votes which cannot be exercised in accordance with Ar- 

ticle 368 (4) shall be excluded from the number of votes of the share- 

holders present at the meeting.

Article 372 (Resolution to Postpone or Continue General Meeting)

(1) A general meeting may adopt a resolution for postponement or con-

tinuation of the meeting.
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(2) In case of Article 363 (1), the provisions of paragraph above shall 

not apply.

Article 373 (Minutes of General Meeting)

(1) Minutes shall be prepared for the proceedings of a general meeting.

(2) The minutes shall record the summary of proceedings of the meeting 

and the results thereof and the chairman as well as the directors who 

were present at the meeting shall write their names and affix their seals 

or shall sign thereon. <Amended by Act No. 5053, Dec. 29, 1995>

Article 374 (Resolution for Transfer, Takeover or Lease of Business)

(1) A resolution as provided for in Article 434 shall be required for a 

company to effect the following Acts: <Amended by Act No. 6488, Jul. 24, 2001>

 1. Transfer of the whole or an important part of the business of the com- 

pany;

 2. Conclusion, alteration or rescission of a contract for leasing the whole 

business for giving a mandate to manage such business or for sharing 

with another person the entire profits and losses from the business 

or of a similar contract; 

 3. Takeover of the whole business of another company; and

 4. Takeover of parts of business of another company which significantly  

affect the company’s business.

(2) In a notice or public notice of the convocation of the general share-

holders’ meeting for any act under paragraph (1), the contents and 

exercising method of appraisal rights as set forth in Article 374-2 (1) 

and (2) shall be specified. <Newly Inserted Act No. 5053, Dec. 29, 1995>

Article 374-2 (Appraisal Rights of Dissenting Shareholders)

(1) If a shareholder who dissent from the subject-matters of resolution 

set forth in Article 374 has notified in writing the company of his in- 

tention of such dissenting before the general shareholders’ meeting is  

held, he may request in writing the company to purchase the shares 

owned by him, which request shall be made within twenty days after  

the resolution is adopted at the general meeting and shall specify the 

class and number of such shares.

(2) The company shall purchase the shares within two months after 

receiving the request under paragraph (1).

(3) The purchase price of the shares pursuant to paragraph (2) shall be 

determined through a negotiation between the shareholder and the com-  
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pany. <Amended by Act No. 6488, Jul. 24, 2001>

(4) Where the negotiation under paragraph (3) has not been attained  

within 30 days since the receipt of a request under paragraph (1), the 

company or the shareholder requesting for the purchase of shares may 

request the court to determine the purchase price. <Amended by Act No.  

6488, Jul. 24, 2001>

(5) Where a court makes a decision on the purchase price of shares  

under paragraph (4), the said court shall compute it by a fair value in 

view of the assets status of the company and other situations. <Newly In-  

serted by Act No. 6488, Jul. 24, 2001>

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 375 (Ex Post Facto Incorporation)

Article 374 shall apply mutatis mutandis to a contract whereby a com- 

pany acquires, within two years from its existence, a certain property 

which existed prior to its incorporation and are to be continuously used 

for purposes of its business, for value of no less than 5/100 of the cap- 

ital. <Amended by Act No. 5591, Dec. 28, 1998>

Article 376 (Action for Revocation of Resolution)

(1) If the procedures for the convocation of a general meeting or the man- 

ner of a resolution are in violation of any Acts, subordinate statutes or 

the articles of incorporation or are remarkably unfair or the substantive 

contents of a resolution are contrary to the articles of incorporation, the  

shareholders, directors or auditors may file an action for revocation of 

the resolution, within two months from the date of such resolution. 

<Amended by Act No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995>

(2) Articles 186 through 188, the main text of Article 190 and Article 

191 shall apply mutatis mutandis to the actions under paragraph (1). 

<Amended by Act No. 5053, Dec. 29, 1995>

Article 377 (Duty to Furnish Security of Shareholder Filing Action)

(1) In case of a shareholder filing an action for revocation of a resolution, 

the court may, upon request of the company, order him to furnish an ap-

propriate security, unless he is a director or auditor of the company. 

<Amended by Act No. 3724, Apr. 10, 1984>

(2) Article 176 (4) shall apply mutatis mutandis to the request men- 

tioned in paragraph (1).

Article 378 (Registration of Revocation of Resolution)
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If the matters with respect to which a resolution was adopted have been 

registered and a judgment revoking such resolution has become final and 

conclusive, registration thereof shall be effected at the place of the prin- 

cipal office and each branch office.

Article 379 (Dismissal of Action by Court at Discretion)

The court may dismiss an action for revocation of a resolution if it con- 

siders the revocation would be improper by taking into consideration  

the contents of the resolution, the current status of the company and  

all other circumstances.

Article 380 (Action for Affirming Nullity and Non-existence of Resolution)

Articles 186 through 188, 190 (the main sentence), 191, 377, and 378 

shall apply mutatis mutandis to an action for affirming the nullity of a 

resolution on the grounds that the contents of the resolution adopted  

at a general meeting are contrary to Acts and subordinate statutes and 

to an action for affirming the non-existence of a resolution on the grounds 

that such material defects exist in the procedures for the convocation  

of a general meeting or in the method of resolution that no resolution 

of the general meeting is deemed to have been existed. <Amended by Act 

No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995>

Article 381 (Action for Revocation or Alteration of Improper Resolution)

(1) In case where a remarkably improper resolution is adopted at a gen- 

eral meeting where a certain shareholder is unable to vote in accor- 

dance with Article 368 (4) and the adoption of such resolution could 

have been avoided if he had exercised the voting right, that shareholder  

may file an action for the revocation or alteration of such resolution within 

two months from the date of such resolution.

(2) Articles 186 through 188, 190 (the main sentence), 191, 377 and 

378 shall apply mutatis mutandis to the action under paragraph (1). 

<Amended by Act No. 5591, Dec. 28, 1998>

Sub-Section 2 Directors and Board of Directors

Article 382 (Election, Relationship with Company)

(1) Directors shall be elected at a general shareholders’ meeting.

(2) Provisions relating to mandates shall apply mutatis mutandis to the 

relationship between the company and the directors.
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Article 382-2 (Concentrated Vote)

(1) Where a general meeting of a company is convened to elect two di- 

rectors or more, shareholders who hold no less than 3/100 of the total 

issued shares other than nonvoting shares may request that the com-  

pany elect directors by means of a concentrated vote, except as other- 

wise prescribed by the articles of incorporation.

(2) A request under paragraph (1) shall be made in a written statement 

at least seven days prior to the day set for the meeting.

(3) Where there is a request under paragraph (1), each shareholder shall 

have voting rights per share of the same number as number of directors 

to be elected, with respect to a resolution of election of directors, and the 

voting rights may be exercised by means of a concentrated vote for one 

or several candidates for directors.

(4) Where directors are to be elected by a vote under paragraph (3), the 

directors shall be elected among and in order of candidates who obtain 

the most votes.

(5) Where there is a request under paragraph (1), the chairman of the 

meeting shall inform the members.

(6) A written statement under paragraph (2) shall be kept at the prin- 

cipal office until the general meeting is completed and offered for the 

inspection of the shareholders during the business hours.

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 382-3 (Duties of Directors to be Faithful)

Directors shall perform their duties faithfully for the good of the com- 

pany in accordance with Acts, subordinate statutes, and the articles of 

incorporation.

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 382-4 (Duties of Directors to Keep Secret)

Directors shall not divulge the business secret of the company, which  

has come to his knowledge during his duties, not only while in the office 

but also after the retirement.

[This Article Newly Inserted by Act No. 6488, Jul. 24, 2001]

Article 383 (Number, Term of Office)

(1) Directors shall be at least three in number: Provided, That in case 

of a company of which the total of capital is less than five hundred mil- 

lion won, the number of the directors may be one or two. <Amended by 
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Act No. 5591, Dec. 28, 1998>

(2) The terms of office of directors may not exceed three years. <Amended 

by Act No. 3724, Apr. 10, 1984>

(3) The terms of office under paragraph (2) may be extended by the  

articles of incorporation up to the closing of the ordinary general share-  

holders’ meeting convened in respect of the last period for the settlement 

of accounts within their terms of office. <Amended by Act No. 3724, Apr. 10, 1984>

(4) Where the number of a director is turned into one under the pro- 

viso of paragraph (1), the term “board of directors” shall be read as  

“general meeting of shareholders” from among the provisions of Articles  

302 (2) 5-2, 317 (2) 3-2, 335 (1) (proviso) and (2), 335-2 (1) and (3), 

335-3 (1) and (2), and 335-7 (1), Article 340-3 (1) 5, subparagraph 6- 

2 of Article 356, and Articles 397 (1) and (2), 398, 416 (text), 461 (1)  

(text) and (3), 462-3 (1), 464-2 (1), 469, 513 (2) (text), and 516-2 (2) 

(text) (including where this provision shall apply mutatis mutandis), 

respectively, and the term “where the board of directors has made a res- 

olution” from the provisions of Article 522-3 (1) shall be read as “where  

the notice for convocation of a general meeting has been made under  

Article 363 (1)”. <Newly Inserted by Act No. 5591, Dec. 28, 1998; Act No. 6086, Dec.  

31, 1999>

(5) Where the number of a director is turned into one under the proviso 

of paragraph (1), the provisions of Articles 390 through 392, 393 (2), 

399 (2), 526 (3), 527 (4), 527-2, 527-3 (1), and 527-5 (2) shall not 

apply. <Newly Inserted by Act No. 5591, Dec. 28, 1998>

(6) Where the number of a director is turned into one under the proviso 

of paragraph (1), the director shall represent the company and perform 

the functions of the board of directors under Articles 362, 363-2 (3),  

366 (1), 393 (1), and 412-3 (1). <Newly Inserted by Act No. 5591, Dec. 28, 1998>

Article 384 Deleted. <by Act No. 5053, Dec. 29, 1995>

Article 385 (Removal)

(1) A director may be removed from office at any time by a resolution 

adopted at a general shareholders’ meeting under Article 434: Provided, 

That in case where the term of office of a director was fixed and he is 

removed without cause before the expiration of such term, he may claim  

for damages caused thereby.

(2) If the removal of a director is rejected at a general shareholders’  
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meeting notwithstanding the existence of dishonest acts or any grave  

fact in violation of Acts, subordinate statutes or the articles of incor-  

poration in connection with his duties, any shareholder who hold no less  

than 3/100 of the total issued and outstanding shares may demand the  

court to remove the director, within one month from the date on which 

the above resolution of the general meeting was made. <Amended by Act 

No. 5591, Dec. 28, 1998>

(3) Article 186 shall apply mutatis mutandis in case of paragraph (1).

Article 386 (Vacancy)

(1) A director retiring from office due to the expiration of his term of 

office or because of resignation shall continue to have the rights and du- 

ties of a director until newly elected director inaugurates office, if the 

directors remaining in office would otherwise become fewer than the 

minimum number prescribed by Acts or by the articles of incorporation.

(2) The court may, if it deems it necessary in cases of paragraph (1), ap- 

point a person who is to temporarily perform the duties of a director, 

upon application by a director, auditor or any other interested person. 

In this case, registration thereof shall be effected at the place of the  

principal office. <Amended by Act No. 5053, Dec. 29, 1995>

Article 387 (Qualification Shares)

If the articles of incorporation provide that any director shall have a  

certain number of shares, the directors shall deposit such number of 

share certificates with the auditors, unless otherwise provided by the  

articles of incorporation.

Article 388 (Remuneration for Director)

If the amount of remuneration to be received by directors has not been 

fixed by the articles of incorporation, it shall be determined by the res- 

olution at a general shareholders’ meeting.

Article 389 (Representative Director)

(1) A company shall appoint, by the resolution of the board of direc-  

tors, a director who shall represent the company: Provided, That the  

articles of incorporation may provide that such representative director  

shall be elected at a general shareholders’ meeting.

(2) In the event of paragraph (1), it may be provided that two or more 

representative directors shall jointly represent the company.

(3) Articles 208 (2), 209, 210 and 386 shall apply mutatis mutandis  
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to the representative directors. <Amended by Act No. 1212, Dec. 12, 1962>

Article 390 (Convocation of Board Meeting)

(1) A meeting of the board of directors shall be convened by each direc- 

tor: Provided, That it shall not be the case where the board of directors 

has designated the director who is to convene such meeting.

(2) Any directors who have not been designated as eligible to convene 

the board under the proviso of paragraph (1) may request the director 

so designated to convene it. Where the director so designated refuses  

the convocation of board meeting without any justifiable reasons, other 

directors may convene it. <Newly Inserted by Act No. 6488, Jul. 24, 2001>

(3) In convening a meeting of the board of directors, the date of such 

meeting shall be fixed and a notice of convocation shall be dispatched 

to each director and auditor at least one week prior to such date: Pro- 

vided, That the above period may be shortened by the articles of in-

corporation. <Amended by Act No. 3724, Apr. 10, 1984>

(4) When all the directors and auditors agree, a meeting of the board 

of directors may be held at any time without undergoing the procedures 

set forth in paragraph (3). <Amended by Act No. 3724, Apr. 10, 1984; Act No. 6488, 

Jul. 24, 2001>

Article 391 (Method of Resolution by Board of Directors)

(1) A resolution of the board of directors shall be adopted by the pres- 

ence of a majority of directors in office and the affirmative votes of a ma- 

jority of directors present at the meeting: Provided, That the voting 

requirement may be increased by the articles of incorporation.

(2) The board of directors may, unless otherwise provided by the articles 

of incorporation, allow all directors to take part in the adoption of a res-

olution by means of a communication system of transmitting and receiv-  

ing visual images and sounds simultaneously, without the personal at-

tendance of all or part of them at the meeting. In this case, the relevant 

directors shall be deemed to have attended the meeting. <Newly Inserted 

by Act No. 6086, Dec. 31, 1999>

(3) Articles 368 (4) and 371 (2) shall apply mutatis mutandis to the 

cases under paragraph (1) above.

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 391-2 (Auditor’s Power to Attend Board of Directors and State 

Opinion)
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(1) Auditors may attend meetings of the board of directors and state  

his opinion thereat.

(2) When any auditor deems that a director acts or is likely to act in 

contravention of Acts, subordinate statutes or the articles of incorpo-  

ration, the auditor shall report such to the board of directors.

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 391-3 (Minutes of Board of Directors)

(1) Minutes shall be prepared with regard to the proceedings of a meet- 

ing of the board of directors.

(2) The agenda, gist of the progress, results thereof, dissenters and 

reasons for their dissention shall be entered in the minutes, and the di- 

rectors and auditors present at the meeting shall write their names and 

affix seals, or sign thereon. <Amended by Act No. 5053, Dec. 29, 1995; Act No. 

6086, Dec. 31, 1999>

(3) Shareholders may, during office hours, make a request either for their 

perusal of the minutes of the board of directors, or for the copy thereof. 

<Newly Inserted by Act No. 6086, Dec. 31, 1999>

(4) The company may reject the request under paragraph (3) with an 

explanation of reasons therefor. In this case, shareholders may peruse 

or copy the minutes of the board of directors, by obtaining a permit from  

the court. <Newly Inserted by Act No. 6086, Dec. 31, 1999>

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 392 (Postponement and Continuation of Board of Directors)

Article 373 shall apply mutatis mutandis to meetings of the board of 

directors.

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 393 (Authorities of Board of Directors)

(1) Disposal and transfer of important properties, borrowings of large-

scale assets, appointment or dismissal of managers, and management  

of affairs such as establishment, transfer or abolition, etc. of branch of- 

fices shall be made by the resolution of the board of directors. <Amended  

by Act No. 6488, Jul. 24, 2001>

(2) The board of directors shall supervise the performance of duties by 

the directors.

(3) Directors may request that the representative director file a report 

on the affairs of other directors or employees with the board of directors. 
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<Newly Inserted by Act No. 6488, Jul. 24, 2001>

(4) Directors shall file a report on the progress of his duties with the 

board of directors more than once in every three months. <Newly Inserted 

by Act No. 6488, Jul. 24, 2001>

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 393-2 (Committees of Board of Directors)

(1) The board of directors may, under the conditions as prescribed in  

the articles of incorporation, establish committees within the board.

(2) The board of directors may delegate to the committees its power other 

than the matters set forth in the following subparagraphs:

 1. Proposal of matters subject to an approval of the general share- 

holders’ meeting;

 2. Appointment or dismissal of the representative director;

 3. Establishment of committees and appointment or dismissal of their  

members; and

 4. Any other matters as prescribed by the articles of incorporation.

(3) The committee shall be composed of not less than two directors.

(4) The committee shall notify each of directors of the resolutions it has 

adopted. In this case, any of the directors may, upon receipt of the 

notification, request the convocation of a meeting of the board of direc- 

tors, and the resolutions of the committee may, again, be subject to the 

decision of the board of directors.

(5) The provisions of Articles 386 (1), 390, 391, 391-3, and 392 shall 

apply mutatis mutandis with respect to the committees.

[This Article Newly Inserted by Act No. 6086, Dec. 31, 1999] 

Article 394 (Representation in Action between Company and Directors)

(1) When a company files an action against a director and vice versa, 

the auditors shall represent the company in connection with such action. 

The same shall apply where a company is in receipt of a demand under 

Article 403 (1). 

(2) In case where a member of the audit committee under Article 415- 

2 is a party to an action, the audit committee or a director shall request 

the court to elect a person to represent the company. <Newly Inserted by 

Act No. 6086, Dec. 31, 1999>

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 395 (Acts of Apparent Representative Director and Liability of 
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Company)

A company shall be liable to a third person acting in good faith for any 

act done by a director who has used any title such as president, vice-

president, executive director, managing director, etc. from which it may 

be assumed that he has an authority to represent the company even 

where such person has no such authority.

Article 396 (Obligation to Keep Articles of Incorporation, etc. and Open 

to Public Access)

(1) Directors shall keep the articles of incorporation and the minutes  

of the general shareholders’ meetings at the principal office and each  

branch office, and shall keep the register of shareholders and the reg- 

ister of bonds at the principal office. In this case, if there is a transfer 

agent, the register of shareholders or the register of bonds or the dupli- 

cates thereof may be kept in the business office of the transfer agent. 

<Amended by Act No. 3724, Apr. 10, 1984; Act No. 6086, Dec. 31, 1999>

(2) Any shareholder or any creditor of the company may demand, at any 

time during business hours, the inspection or the copying of the docu- 

ments set forth in paragraph (1).

Article 397 (Prohibition of Competitive Business)

(1) No director shall, without the approval of the board of directors, 

effectuate for his own account or for the account of a third person any 

transaction which falls within the class of businesses of the company  

or become a member with unlimited liability or a director of any other 

company whose business purposes are the same as those of the com-  

pany. <Amended by Act No. 5053, Dec. 29, 1995>

(2) If any director has effectuated a transaction for his own account in 

contravention of paragraph (1), the company may, by the resolution of 

the board of directors, deem such transaction as effectuated for account 

of the company and if he has effectuated a transaction for account of  

a third person, the company may demand the pertinent director to trans- 

fer any interest accrued therefrom. <Amended by Act No. 1212, Dec. 12, 1962; 

Act No. 5053, Dec. 29, 1995>

(3) The rights under paragraph (2) shall be extinct with the lapse of one 

year after the day on which such transaction has been effectuated. 

<Amended by Act No. 5053, Dec. 29, 1995>

Article 398 (Transaction between Director and Company)
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A director may effectuate a transaction with the company for his own  

account or for account of a third person only if he has obtained the ap- 

proval of the board of directors. In this case, Article 124 of the Civil  

Act shall not apply.

Article 399 (Liability to Company)

(1) If directors have acted in violation of any Acts and subordinate stat- 

utes or of the articles of incorporation or has neglected to perform their  

duties, they shall be jointly and severally liable for damages to the 

company.

(2) If any act mentioned in paragraph (1) has been done in accordance 

with the resolution of the board of directors, the directors who have as- 

sented to such resolution shall take the same liability.

(3) The directors who have participated in the resolution mentioned in 

paragraph (2) and whose dissenting opinion has not been entered in the 

minutes shall be presumed to have assented to such resolution.

Article 400 (Release of Liability to Company)

The liability of directors under Article 399 may be released by the con- 

sent of all shareholders.

Article 401 (Liability to Third Persons)

(1) If directors have neglected to perform their duties wilfully or by  

gross negligence, they shall be jointly and severally liable for damages 

to third person.

(2) Article 399 (2) and (3) shall apply mutatis mutandis in case of 

paragraph (1).

Article 401-2 (Liability of Person who Instructs Another Person to Con-

duct Business)

(1) A person who falls under any of the following subparagraphs shall 

be deemed to be a director in the application of Articles 399, 401, and 

403 to the duties which he instructs or conducts:

 1. A person who instructs a director to conduct business by using his 

influence over the company;

 2. A person who conducts business in person under the name of a 

director; and

 3. A person other than a director who conducts the business of the  

company by using a title which may be recognized as authorized to 

conduct the business of the company, such as honorary chairman, 
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chairman, president, vice-president, executive director, managing di-

rector, director, or others.

(2) In case of paragraph (1), a director who is liable for damages to  

a company or third party shall be jointly and severally liable therefor  

with a person under paragraph (1).

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 402 (Right to Injunction)

If a director commits an act in contravention of Acts and subordinate  

statutes or the articles of incorporation and such an act is likely to cause 

irreparable damage to the company, the auditor or a shareholder who  

holds no less than 1/100 of the total issued and outstanding shares may 

demand on behalf of the company that the relevant director stop such 

an act. <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5591, Dec. 28, 1998>

Article 403 (Derivative Suit by Shareholders)

(1) Any shareholder who holds no less than 1/100 of the total issued  

and outstanding shares may demand that the company file an action  

against directors to enforce their liability. <Amended by Act No. 5591, Dec.  

28, 1998>

(2) The demand under paragraph (1) shall be made in writing, stating 

the reasons thereof. <Amended by Act No. 5591, Dec. 28, 1998>

(3) If the company has failed to file such action within 30 days from  

the date on which the demand under paragraph (2) was received, the 

shareholder mentioned in paragraph (1) may immediately file such ac- 

tion on behalf of the company.

(4) If irreparable damage may be caused to the company with the lapse 

of the period set forth in paragraph (3), the shareholder mentioned in 

paragraph (1) may immediately file such action, notwithstanding par-

agraph (3). <Amended by Act No. 5591, Dec. 28, 1998>

(5) The effect of institution of an action shall not be prejudiced even  

where the number of shares held by a shareholder who files an action 

under paragraphs (3) and (4) comes to be under 1/100 of the total issued 

shares after the institution of the action (excluding where he no longer 

holds the issued shares). <Amended by Act No. 5591, Dec. 28, 1998>

(6) Where an action is filed under paragraphs (3) and (4), the parties 

concerned shall not render the nonsuit, renunciation or admission of the  

claim, or compromise, without permission from a court. <Amended by Act 
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No. 5591, Dec. 28, 1998>

(7) The provisions of Articles 176 (3) and (4), and 186 shall apply mu- 

tatis mutandis to the action under this Article.

Article 404 (Derivative Suit and Intervention, Notice of Action)

(1) The company may intervene in the actions under Article 403 (3) 

and (4).

(2) The shareholder who has filed an action under Article 403 (3) and (4) 

shall immediately effect a notice of an action to the company.

Article 405 (Rights and Duties of Shareholder Filing Action)

(1) If the shareholder who has filed an action pursuant to Article 403 (3) 

and (4) wins the case, he may demand the reimbursement by the com- 

pany for the action cost and a reasonable amount of other expenses dis- 

bursed for the action. In such case, the company which has paid the ex- 

penses for action shall have a right to indemnity against the directors 

or auditors. <Amended by Act No. 1212, Dec. 12, 1962; Act No. 6488, Jul. 24, 2001>

(2) If the shareholder who has filed an action pursuant to Article 403 (3) 

and (4) loses the case, he shall not be liable for damages to the com- 

pany, except for the malicious intent.

Article 406 (Derivative Suit and Action for Retrial)

(1) In case where the plaintiff and defendant in an action under Article 

403 have caused a judgment to be rendered by their collusion for the  

purpose of fraudulently injuring the rights of the company, which is the 

subject-matter of the case, the company or shareholders may institute 

an action for retrial against the final and conclusive judgment.

(2) The provision of Article 405 shall apply mutatis mutandis to the 

action under paragraph (1).

Article 407 (Suspension of Exercise of Duties and Appointment of Acting 

Directors)

(1) In case where an action for nullifying or revoking a resolution of  

electing a director or for removing a director is filed, the court may, 

upon the application of the parties concerned, render a provisional dis-

position suspending the exercise of duties of such director or appoint- 

ing an acting director. Such disposition may be taken even before the 

institution of merits, if urgent circumstances exist.

(2) The court may, upon the application by the parties concerned, alter  

or revoke the provisional disposition mentioned in paragraph (1).



COMMERCIAL ACT

109

(3) If any disposition set forth in paragraphs (2) and (3) has been 

made, registration thereof shall be effected at the place of the princi-  

pal office and each branch office.

Article 408 (Powers of Acting Director)

(1) Acting directors under Article 407 may not perform any act falling 

outside the ordinary course of business of the company, unless other-  

wise provided in the order of provisional disposition: Provided, That it 

shall not be the case where permission has been obtained from the 

court.

(2) The company shall be liable to a third person acting in good faith, 

even if acting directors have violated paragraph (1).

Sub-Section 3  Auditors and Audit Committee

Article 409 (Election)

(1) Auditors shall be elected at a general shareholders’ meeting.

(2) Any shareholder who holds more than 3/100 of the total issued and 

outstanding shares, exclusive of non-voting shares, may not exercise his  

vote in respect of such excess shares beyond the above limit, in the elec- 

tion of auditors under paragraph (1). <Amended by Act No. 3724, Apr. 10, 1984>

(3) The articles of incorporation may provide for a lower ratio than that  

referred to in paragraph (2). <Newly Inserted by Act No. 3724, Apr. 10, 1984>

Article 409-2 (Right to State Opinion in Removal of Auditor)

The auditor may state his opinion on the removal of the auditor at a gen- 

eral shareholders’ meeting.

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 410 (Term of Office)

The term of office of an auditor shall expire upon the closing of the or- 

dinary general shareholders’ meeting convened in respect of the last pe-  

riod for the settlement of accounts within three years after his inaugu- 

ration. <Amended by Act No. 5053, Dec. 29, 1995> 

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 411 (Prohibition of Concurrently Assuming Offices)

An auditor may not concurrently assume the office of a director, a man- 

ager or an employee of the company and its subsidiary company. <Amended 

by Act No. 5053, Dec. 29, 1995>
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Article 412 (Duty and Authority to Demand Reporting and to Investigate)

(1) Auditors shall audit directors’ performance of duties.

(2) Auditors may at any time demand the directors to report on the busi- 

ness and may investigate the affairs and the financial conditions of the 

company. 

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 412-2 (Director’s Duty of Reporting)

If a director finds any fact that is likely to inflict a substantial loss on 

the company, he shall immediately report such to auditors.

[This Article Newly Inserted Act No. 5053, Dec. 29, 1995]

Article 412-3 (Request for Convocation of General Meeting)

(1) An auditor may request the board of directors to convene an ex-

traordinary general shareholders’ meeting by presenting a written state- 

ment specifying the proposed subject-matters of the meeting and the  

reason of the convocation.

(2) Article 336 (2) shall apply mutatis mutandis where an auditor con- 

venes a general shareholders’ meeting.

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 412-4 (Authority to Investigate Subsidiary Company)

(1) An auditor of the parent company may demand the subsidiary com- 

pany to report on its business, if it is necessary for carrying out his duties.

(2) If, in case of paragraph (1), the subsidiary company fails to make 

a demanded reporting without delay or it is required to verify the con- 

tents of such reporting, an auditor of the parent company may investi- 

gate the affairs of the subsidiary company and the status of its property.

(3) The subsidiary company may not refuse the reporting set forth in 

paragraph (1) or the investigation pursuant to paragraph (2), unless  

there is any justifiable reason.

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 413 (Duty to Examine and Report)

Auditors shall examine the agenda and documents to be submitted by 

directors to a general shareholders’ meeting and shall at the general 

shareholders’ meeting state his opinion as to whether such agenda or 

documents include any matter contrary to Acts, subordinate statutes  

or the articles of incorporation or any remarkably unfair matter.

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]
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Article 413-2 (Preparation of Audit Record)

(1) Auditors shall prepare a record pertaining to the audit.

(2) The summary of audit process and the results thereof shall be re- 

corded in the audit record and the auditors who have carried out such 

audit shall write their names and affix their seals or shall sign thereon.  

<Amended by Act No. 5053, Dec. 29, 1995> 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 414 (Liability of Auditor)

(1) If auditors have neglected any of their duties, they shall be jointly 

and severally liable for damages to the company.

(2) If auditors have neglected their duties wilfully or by gross negli- 

gence, they shall be jointly and severally liable for damages to third 

persons.

(3) In case where auditors are liable for damages either to the com- 

pany or to a third person, if directors are likewise liable therefor, the 

auditors and the directors shall be jointly and severally liable for the 

damages.

Article 415 (Provisions Applicable Mutatis Mutandis)

The provisions of Articles 382 (2), 382 (4), 385, 386, 388, 400, 401, 

and 403 through 407 shall apply mutatis mutandis to auditors. <Amended 

by Act No. 3724, Apr. 10, 1984; Act No. 6488, Jul. 24, 2001>

Article 415-2 (Audit Committee)

(1) The company may, under the conditions as prescribed by the articles 

of incorporation, establish an audit committee constituted by the com- 

mittee under Article 393-2, in lieu of auditors. In the case of the es-

tablishment of an audit committee, there shall not coexist any auditors.

(2) Notwithstanding Article 393-2 (3), the audit committee shall con- 

sist of not less than three directors: Provided, That persons falling  

under any of the following subparagraphs shall not exceed 1/3 of the  

total members of the committee:

 1. Any director or employee in the active service of the company, or  

any person who was director or employee thereof within two years  

from the date of appointment as a member of the committee;

 2. In case where the largest shareholder of the company is an individual, 

the individual himself, his spouse and lineal ascendants or descen- 

dants;
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 3. In case where the largest shareholder is a corporation, any director,  

auditor and employee of the corporation;

 4. Spouse and lineal ascendants or descendants of any director of the 

company;

 5. Any director, auditor and employee in the service of the parent or  

a subsidiary company with which the company is affiliated;

 6. Any director, auditor and employee of a corporation which has an 

important interest in the company, such as the mutual relations of 

business dealings; and

 7. Any director, auditor and employee of other company wherein a di- 

rector or an employee of the company serves concurrently as a direc- 

tor thereof.

(3) A resolution of the board of directors on the dismissal of a member 

of the audit committee shall require the concurrent vote of two thirds 

or more of the total number of directors.

(4) The audit committee shall, from among its members, elect a member 

to represent the committee. In this case, a plural number of members 

may be elected to jointly represent the committee.

(5) The committee may take professional assistance at the expense of 

the company.

(6) The provisions of Articles 296, 312, 367, 387, 391-2 (2), 394 (1), 

400, 402 through 407, 412 through 414, 447-3, 447-4, 450, 527-4, 

530-5 (1) 9, 530-6 (1) 10, and 534 shall be applicable mutatis mutandis  

with respect to the audit committee. In this case, the term “auditor” as 

prescribed in Articles 530-5 (1) 9 and 530-6 (1) 10 shall be read as  

“member of audit committee”.

[This Article Newly Inserted by Act No. 6086, Dec. 31, 1999]

SECTION 4  Issuance of New Shares

Article 416 (Determination of Particulars for Issuance)

In case where a company issues shares after its incorporation, the fol- 

lowing matters, which are not provided in the articles of incorporation,  

shall be determined by the board of directors: Provided, That this shall 

not apply if it is otherwise provided by this Act, or the articles of in- 

corporation provide that they shall be determined at a general share- 
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holders’s meeting: <Amended by Act No. 3724, Apr. 10, 1984>

 1. Class and number of new shares;

 2. Issue-price of new shares and the date set for the payment thereon;

 3. Method of subscribing for new shares;

 4. Name of the persons who are to make a contribution in kind and the 

class, quantity, value of such property and the class and number of 

shares to be given therefor;

 5. Matters related to transferability of the shareholder’s preemptive  

right to new shares; and

 6. An intent that a certificate for preemptive right to new shares is to 

be issued only upon request of the shareholder and the period wherein 

such request may be made.

Article 417 (Issuance of Shares at Price below Par)

(1) In case where a company issues shares after two years have elapsed 

since its incorporation, the company may issue shares at a price less  

than the par value with a resolution of the general shareholders’ meet- 

ing under Article 434 and with the authorization of the court.

(2) The minimum issue-price of shares shall be determined by the res- 

olution of the general shareholders’ meeting mentioned in paragraph (1).

(3) The court may render the authorization after altering the minimum 

issue-price by taking into account the present conditions of the company  

and all the circumstances. In this connection, the court may appoint an 

inspector to investigate the status of the company’s property and any 

other necessary matters.

(4) The shares mentioned in paragraph (1) shall be issued within one 

month from the day on which the authorization of the court has been ob- 

tained. The court may extend the above period in its authorization.

Article 418 (Contents of Preemptive Rights, Designation and Public Notice 

of Record Date for Allotment)

(1) Each shareholder shall be entitled to the allotment of new shares  

in proportion to the number of shares which he holds. <Amended by Act 

No. 6488, Jul. 24, 2001>

(2) The company may make an allotment of new shares to other per-  

sons than the shareholders under the provisions of articles of incorpo- 

ration, notwithstanding the provisions of paragraph (1): Provided, That 

in such case, it shall be limited to the case necessary for the achieve- 
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ment of the company’s operational objectives, such as an introduction 

of new technology, improvement of financial structures, etc. <Newly In-  

serted by Act No. 6488, Jul. 24, 2001>

(3) The company shall fix a certain record date and shall, at least two 

weeks before such record date, give public notice to the effect that 

shareholders entered on the register of shareholders as of such record  

date shall be entitled to the rights under paragraph (1) and to the effect 

that such preemptive rights are transferable, if applicable: Provided,  

That if the above record date is within the period set forth in Article  

354 (1), the public notice shall be given at least two weeks before the 

first day of such period. <Newly Inserted by Act No. 3724, Apr. 10, 1984>

Article 419 (Peremptory Notice to Holders of Preemptive Rights)

(1) The company shall notify the holders of preemptive rights of the  

class and number of shares subject to such preemptive rights and that 

their rights shall be forfeited if they fail to apply for the subscription for 

new shares on or before a fixed date. In this case, if the matters as set 

forth in subparagraphs 5 and 6 of Article 416 have been determined,  

the contents thereof shall also be notified.

(2) If the company has issued bearer share certificates, a public notice 

on matters set forth in paragraph (1) shall be given.

(3) The notification under paragraph (1) and the public notice under 

paragraph (2) shall be given at least two weeks before the date set forth 

in paragraph (1).

(4) In case where a holder of preemptive rights fails to apply for the 

subscription for new shares on or before the specified date notwith-  

standing the notification under paragraph (1) or the public notice under 

paragraph (2), his rights shall be forfeited.

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 420 (Subscription Form for Shares)

Directors shall prepare a subscription form for shares, in which the fol- 

lowing matters shall be contained: <Amended by Act No. 3724, Apr. 10, 1984>

 1. Particulars set forth in Article 289 (1) 2 through 4;

 2. Matters set forth in Article 302 (2) 7, 9 and 10;

 3. Matters set forth in subparagraphs 1 through 4 of Article 416;

 4. If the company issues shares in accordance with Article 417, the 

conditions of such issuance and the amount yet to be amortized pur- 
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suant to Article 455;

 5. Restrictions on the preemptive rights of shareholders or a provision 

that the preemptive rights are to be given to a particular third per- 

son, if applicable; and

 6. Date of the resolution on the issuance of shares.

Article 420-2 (Issuance of Certificates of Preemptive Rights)

(1) In case where a company has provided for the matters set forth in 

subparagraph 5 of Article 416, the company shall issue certificates of 

preemptive rights in accordance with subparagraph 6 of Article 416, if 

applicable or issue them at least two weeks before the date under Article 

419 (1), as the case may be.

(2) Certificates of preemptive rights shall contain the serial number in 

addition to the following and the directors shall write their names and 

affix their seals or shall sign thereon: <Amended by Act No. 5053, Dec. 29, 1995>

 1. Manifestation of certificates of preemptive rights;

 2. Matters set forth in Article 420;

 3. Class and number of shares subject to the preemptive rights; and

 4. A statement to the effect that the rights shall be forfeited if the 

subscription for shares is not applied for on or before the specified 

date. 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 420-3 (Transfer of Preemptive Rights)

(1) Preemptive rights shall be transferred only by the delivery of cer- 

tificates thereof.

(2) Article 336 (2) of this Act and Article 21 of the Cheques Act shall 

apply mutatis mutandis to certificates of preemptive rights.

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 420-4 (Application for Subscription by Certificates of Preemptive 

Rights)

(1) If certificates of preemptive rights have been issued, the subscrip- 

tion for shares shall be applied for by the certificates. In this case, Ar- 

ticle 302 (1) shall be apply mutatis mutandis.

(2) A person who has lost certificates of preemptive rights may apply  

for the subscription for shares by the subscription form for shares: Pro- 

vided, That such offer shall become ineffective if the application for 

subscription for shares is made by certificates of preemptive rights.
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[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 421 (Payment for New Shares)

Directors shall procure the person who has subscribed for new shares  

to pay the full subscription price with respect to each share allotted to 

him on or before the date set for such payment.

Article 422 (Investigation on Contribution in Kind)

(1) In case of a contribution in kind, directors shall request the court 

for the appointment of an inspector who is to investigate the particu- 

lars set forth in subparagraph 4 of Article 416. In this case, an appraisal 

by a certified appraiser may substitute for the investigation by an in- 

spector. <Amended by Act No. 5591, Dec. 28, 1998>

(2) If the court considers the particulars set forth in paragraph (1) to 

be improper after examining the report on investigation prepared by the 

inspector or the results of appraisal conducted by an appraiser, it may 

give necessary alteration and inform directors and the person who has 

made the contribution in kind of such alteration. <Amended by Act No. 5591, 

Dec. 28, 1998>

(3) If the person who has made the contribution in kind has an objec- 

tion to the alteration mentioned in paragraph (2), he may cancel his sub-

scription for shares.

(4) If the person who has made the contribution in kind does not cancel 

his subscription for shares within two weeks after the court informed  

him of alteration, the particulars set forth in paragraph (1) shall be  

deemed to have been altered accordingly. <Amended by Act No. 5591, Dec. 28, 

1998>

Article 423 (Time to Become Shareholder, Effect of Failure of Payment)

(1) If a person who has subscribed for new shares pays for the subscrip- 

tion price or performs the contribution in kind, he shall have the rights 

and duties of a shareholder from the next day after the date set for the 

payment. In this case, the second sentence of Article 350 (3) shall apply 

mutatis mutandis. <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 

29, 1995>

(2) If a person who has subscribed for new shares fails to pay for the 

subscription price or to perform the contribution in kind on or before the 

date set for the payment, his right shall be forfeited.

(3) Paragraph (2) shall not affect any claim for damages against the  
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person who has subscribed for new shares.

Article 424 (Right to Injunction)

If a company is to issue shares in violation of Acts, subordinate stat- 

utes or the articles of incorporation or in a remarkably unfair manner 

and shareholders are likely to suffer disadvantages thereby, such share-  

holders may demand that the company stop such issuance.

Article 424-2 (Liability of Subscriber of Shares at Unfair Price)

(1) A person who has subscribed for shares at a remarkably unfair issue 

price in collusion with the directors shall be liable to pay to the company 

the amount equivalent to the difference between such issue price and  

the fair price.

(2) Article 403 through 406 shall apply mutatis mutandis to an action 

for payment pursuant to paragraph (1).

(3) Paragraphs (1) and (2) shall not affect the directors’ liability to 

compensate for damage to the company or shareholders.

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 425 (Applicable Provisions)

(1) Article 302 (1) and (3), 303, 305 (2) and (3), 306, 318, and 319 

shall apply mutatis mutandis to the issuance of new shares.

(2) Article 305 (2) shall apply mutatis mutandis where certificates of 

preemptive rights are issued. <Newly Inserted by Act No. 3724, Apr. 10, 1984>

Article 426 (Registration of Amount Yet to Be Amortized)

If shares were issued in accordance with Article 417, the registration  

of alteration thereby shall contain the amount yet to be amortized pur- 

suant to Article 455.

Article 427 (Restrictions on Assertion of Nullification or Revocation of 

Subscription)

After one year has elapsed from the date of the registration of altera- 

tion due to the issuance of new shares, no person who subscribed for  

new shares may assert the nullity of his subscription by reason of de- 

fects in the requirements as to the subscription form for shares or cer- 

tificates of preemptive rights or revoke his subscription on the ground 

of fraud, duress or mistake. The same shall apply where he has exercised 

his rights in respect to such shares. <Amended by Act No. 1212, Dec. 12, 1962; 

Act No. 3724, Apr. 10, 1984>

Article 428 (Director’s Warranty Liability for Subscription)
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(1) In case that shares have not yet been subscribed or the subscription 

of shares has been revoked after the registration of alteration due to the 

issuance of new shares was effected, directors shall be deemed to have 

jointly subscribed for such shares.

(2) Paragraph (1) shall not affect any claim for damages against directors.

Article 429 (Action for Nullification of Issuance of New Share)

The nullity of the issuance of new shares may be asserted only by means 

of an action which shall be brought only by shareholders, directors or  

auditors within six months from the date of the issuance of such new  

shares. <Amended by Act No. 3724, Apr. 10, 1984>

Article 430 (Applicable Provisions)

Articles 186 through 198, the main text of Article 190, Articles 191, 192 

and 377 shall apply mutatis mutandis to the action under Article 429. 

[This Article Wholly Amended by Act No. 5053, Dec, 29, 1995]

Article 431 (Effect of Judgment Nullifying Issuance of New Shares)

(1) When a judgment nullifying the issuance of new shares becomes fi- 

nal and conclusive, such new shares shall be invalidated for the future.

(2) In case of paragraph (1), the company shall without delay give pub- 

lic notice to that effect that the new share certificates shall be surren- 

dered to the company within a fixed period and shall separately notify 

each shareholder and pledgee entered in the register of shareholders of 

the same: Provided, That such period shall be at least three months.

Article 432 (Judgment of Nullification and Refund to Shareholders)

(1) When a judgment nullifying the issuance of new shares becomes final 

and conclusive, the company shall refund to each shareholder the amount 

paid by him for new shares.

(2) If the amount mentioned in paragraph (1) is remarkably unreason- 

able in view of the status of the company’s property as of the time when 

the judgment mentioned in Article 431 (1) becomes final and conclusive,  

the court may order either the increase or decrease in such amount, upon 

the application of the company or of such shareholder mentioned in par-

agraph (1).

(3) Articles 339 and 340 (1) and (3) shall apply mutatis mutandis in 

case of paragraph (1).
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SECTION 5  Amendment of Articles

of Incorporation

Article 433 (Method of Amendment of Articles of Incorporation)

(1) The articles of incorporation shall be amended by a resolution of the 

general shareholders’ meeting.

(2) The summary of agenda relating to the amendment of the articles 

of incorporation shall be stated in the notice and public notice under  

Article 363.

Article 434 (Special Resolution for Amendment of Articles of Incorpo- 

ration)

The resolution set forth in Article 433 (1) shall be adopted by the affir- 

mative votes of no less than 2/3 of the voting rights of the shareholders  

present at the general meeting and of at least 1/3 of the total issued and 

outstanding shares. 

[This Article Wholly Amended by Act No. 5053, Dec. 29, 1995]

Article 435 (General Meeting of Shareholders of Certain Class of Shares)

(1) If a company has issued two or more classes of shares and a certain 

class of shareholders is to be prejudiced by the amendment of the articles 

of incorporation, the resolution of a general meeting of such specific class 

of shareholders shall be required for effecting such amendment in addi- 

tion to that of a general shareholders meeting.

(2) The resolution under paragraph (1) shall be adopted by the affirma- 

tive votes of no less than 2/3 of the voting rights of the shareholders 

present at the general meeting and of at least 1/3 of the total issued and 

outstanding shares of such class. <Amended by Act No. 5053, Dec. 29, 1995>

(3) The provisions relating to a general shareholders’ meeting shall ap- 

ply mutatis mutandis to the general meeting mentioned in paragraph (1), 

except for those provisions relating to non-voting shares.

Article 436 (Idem-General Meeting of Shareholders of Certain Class of 

Shares)

Article 435 shall apply mutatis mutandis where special provisions are 

to be made with regard to each class of shares in accordance with Article 

344 (3) and where the shareholders of certain classes are to be prejudiced 

by the swap or transfer of shares or the merger of the company. <Amended 

by Act No. 6488, Jul. 24, 2001>



COMMERCIAL ACT

120

Article 437 Deleted. <by Act No. 5053, Dec. 29, 1995>

SECTION 6  Reduction of Capital

Article 438 (Resolution for Reduction of Capital)

(1) In order to reduce capital, the resolution in accordance with Article 

434 shall be required.

(2) The summary of agenda relating to the reduction of capital shall be 

stated in notices and public notices under Article 363.

Article 439 (Method of Reduction of Capital, its Procedures)

(1) In the resolution for reduction of capital, the method of effecting such 

reduction shall be determined.

(2) Article 232 shall apply mutatis mutandis to the reduction of capital. 

<Amended by Act No. 3724, Apr. 10, 1984>

(3) Any objection by bondholders may be raised according to the resolution 

of a meeting of bondholders. In this case, the court may, upon the application 

of any interested person, extend in favor of the bondholders the period 

within which such objection shall be raised.

Article 440 (Procedures of Consolidation of Shares)

If shares are to be consolidated, the company shall determine a period 

of not less than one month and shall give public notice to the effect that 

shares shall be consolidated and that share certificates must be submitted 

to the company within such period and shall separately give notice to 

such effect to each of the shareholders and the pledgees who are entered 

in the register of shareholders. <Amended by Act No. 5053, Dec. 29, 1995>

Article 441 (Idem-Procedures of Consolidation of Shares)

The consolidation of shares shall take effect upon the expiration of the 

period mentioned in Article 440: Provided, That if the procedures set forth 

in Article 232 have not been completed, it shall take effect upon the 

completion of such procedures.

Article 442 (Delivery of New Share Certificates)

(1) If, in case of the consolidation of share, there is any person who cannot 

submit his old share certificates, the company may, upon the application 

of such person, determine the period of not less than three months and 

give public notice to the effect that any interested person shall raise his 

objection, if any, on such certificates within such period, after the lapse 
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of which the company may deliver new share certificates to such person.

(2) Expenses of the public notice mentioned in paragraph (1) shall be 

borne by the applicant.

Article 443 (Disposition of Fractional Shares)

(1) If there are shares the number of which is unfit for the consolidation, 

the new share issued for that portion unfit for the consolidation shall be 

sold by means of auction and the proceeds from which shall be delivered 

to the former shareholders in proportion to the number of their shares: 

Provided, That the shares which are transacted on an exchange at the 

price quoted thereat may be sold through such exchange and shares without 

an exchange quotation may be sold in a manner other than auction with 

the permission of the court. <Amended by Act No. 3724, Apr. 10, 1984>

(2) Article 442 shall apply mutatis mutandis to the case of paragraph (1).

Article 444 (Idem-Disposition of Fractional Shares)

Article 443 shall apply mutatis mutandis to bearer share certificates 

which have not been submitted in accordance with Article 440.

Article 445 (Action for Nullifying Reduction of Capital)

The nullity of reduction of capital may be asserted only by means of an 

action which shall be brought only by a shareholder, director, auditor, 

liquidator, bankruptcy trustee or creditor disapproving such reduction of 

capital, within six months from the day on which the registration of 

alteration due to such reduction of capital has been effected. <Amended 
by Act No. Apr. 10, 1984>

Article 446 (Applicable Provisions)

Articles 186 through 189, the main text of Article 190, Articles 191, 192 

and 377 shall apply mutatis mutandis to the action under Article 445. 

[This Article Wholly Amended by Act No. 5053, Dec. 29, 1995]

SECTION 7  Accounting of Company

Article 447 (Preparation of Financial Statements)

Directors shall prepare, at each period for the settlement of accounts, 

the following documents and supplementary schedules and obtain the 

approval of the board of directors:

 1. Balance sheet;

 2. Income statement; and

 3. Statements of appropriation of retained earnings or statements of dis-
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position of deficit.

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 447-2 (Preparation of Business Report)

(1) Directors shall prepare, at each period for the settlement of accounts, 

a business report and shall obtain the approval of the board of directors.

(2) The business report shall include important matters concerning the 

business as set forth in the Presidential Decree. 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 447-3 (Submission of Financial Statement)

Directors shall submits to auditors the documents set forth in Articles 

447 and 447-2 six weeks before the day of the ordinary general meeting. 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 447-4 (Audit Report)

(1) Auditors shall submit to directors an audit report within four weeks 

from the date on which he receives the documents under Article 447-3.

(2) The audit report under paragraph (1) shall include the followings:

 1. Outline of audit method;

 2. If the matters required to be entered in the account books are not 

recorded or are recorded falsely or the entry of the balance sheet or 

income statement does not coincide with that of the account books, 

a statement to such effect;

 3. If the balance sheet and the income statement show exactly the 

situation of the company’s financial conditions and the company’s 

profits and losses according to the Acts, subordinate statutes and the 

articles of incorporation, a statement to such effect;

 4. If the balance sheet or the income statement fails to show exactly the 

situation of the company’s property holding and the company’s profits 

and losses, in contravention of according to the Acts, subordinate 

statutes and the articles of incorporation, a statement to such effect 

and the reasons thereof;

 5. Whether it is proper or not to change the accounting method relating 

to the preparation of the balance sheet or the income statement and, 

if so, the reasons thereof;

 6. Whether or not the business report shows exactly the situation of the 

company in accordance with the Acts, subordinate statutes or the 

articles of incorporation;
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 7. Whether or not the statements of appropriation of retained earnings 

or the statements of disposition of deficit are prepared in conformity 

with the Acts, subordinate statutes and the articles of incorporation;

 8. If the statements of appropriation of retained earnings or the state-

ments of disposition of deficit are obviously improper in the light of 

the company’s financial conditions are and other circumstances, a 

statement to such effect;

 9. If the supplementary schedules mentioned in Article 447 does not 

include the matters required to be prescribed or includes incorrect 

record therein or includes what does not conform with the account 

books, the balance sheet, the income statement or the business report, 

a statement to such effect;

10. If a dishonest act or an act of conduct which is in material contravention 

of Acts, subordinate statutes or the articles of incorporation is found 

with regard to the performance of a director’s duties, a statement to 

such effect; and

11. If an investigation necessary for the audit could not be carried out, 

a statement to such effect and the reasons thereof.

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 448 (Keeping and Public Inspection of Financial Statements, etc.)

(1) Directors shall keep the documents set forth in Articles 447 and 447-2 

as well as the audit report at the principal office of the company for five 

years from one week prior to the day of the ordinary general meeting and 

shall keep copies thereof at the branch offices for three years. <Amended 

by Act No. 1212, Dec. 12, 1962; Act No. 3724, Apr. 10, 1984>

(2) Any shareholder or creditor of the company may, at any time during 

business hours, inspect the documents set forth in paragraph (1) and may 

demand the copying of such documents or an abstract thereof, by paying 

such fees as fixed by the company.

Article 449 (Approval and Public Notice of Financial statements, etc.)

(1) Directors shall submit to the ordinary general meeting the documents 

under subparagraphs 1 through 3 of Article 447 and shall obtain the 

approval thereof. <Amended by Act No. 3724, Apr. 10, 1984>

(2) Directors shall submit to the ordinary general meeting the documents 

set forth in Article 447-2 and shall report on the contents thereof. <Newly 

Inserted by Act No. 3724, Apr. 10, 1984>



COMMERCIAL ACT

124

(3) If directors have obtained the approval of the general meeting in 

respect of documents set forth in paragraph (1), they shall give, without 

delay, public notice of the balance sheet.

Article 450 (Release of Liability of Directors and Auditors)

If a contrary resolution has not been adopted within two years after the 

ordinary general meeting at which the approval mentioned in Article 449(1) 

was given, the company shall be deemed to have released the directors 

and auditors from their liability: Provided, That it shall not be the case 

where any of the directors or auditors has committed some dishonest act.

Article 451 (Capital)

Unless otherwise provided in this Act, the capital of a company shall be 

equal to the total sum of the par value of all the issued and outstanding 

shares.

Article 452 (Method for Valuation of Assets)

Assets to be entered in the account books of a company shall be valued 

in the following manner, in addition to the application of subparagraph 

2 of Article 31: <Amended by Act No. 3724, Apr. 10, 1984>

 1. Current assets shall be valued by aquisition cost or on their man-

ufacturing cost: Provided, That they shall be valued by the current 

price if the current price is remarkably lower than the acquisition price 

or the manufacturing cost;

 2. Deleted; <by Act No. 3724, Apr. 10, 1984>

 3. Pecuniary credits shall be valued by the amount of claim. If, however, 

the credits have been acquired by the price lower than the amount 

of claims or in any other similar case, a reasonable reduction may 

be effected. In case of credits the collection of which might be impossible, 

the estimated amount of uncollectable credits shall be reduced;

 4. Bonds having exchange quotations shall be valued by the average price 

during one month prior to the period for the settlement of accounts 

and bonds having no exchange quotations shall be valued by acquisition 

cost: Provided, That if the acquisition cost is different from the face 

amount of bonds, the reasonable increase or decrease may be effected. 

The latter part of subparagraph 3 shall apply mutatis mutandis to 

the bonds the collection of which might be impossible. This shall apply 

to any other things similar to bonds;

 5. Shares having exchange quotations shall be valued by the acquisition 
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cost: Provided, That they shall be valued by the current price if the 

average price during one month prior to the period for the settlement 

of accounts is lower than the acquisition cost. Shares which were 

acquired for the long-term holding because of transactional or other 

necessity shall be valued by acquisition cost, irrespective of whether 

or not they have exchange quotations: Provided, That the status of 

property of the issuing company has been remarkably deteriorated, 

the reasonable deduction of the amount shall be effected. The same 

shall apply to the valuation of contributions made into a limited liability 

company or any other entity; and

 6. In case of goodwill of business, the acquisition cost may be entered, 

only if it was acquired by succession for value. In this case, at least 

equal portion out of the above-mentioned cost shall be amortized at 

each period for the settlement of accounts within five years after the 

goodwill of business was acquired.

Article 453 (Account of Organization Cost)

(1) The costs defrayed in accordance with subparagraphs 4 of Article 290 

and any amount of tax paid for the registration of incorporation may be 

accounted on the assets side of the balance sheet.

(2) If it has been determined that interest shall be distributed after the 

incorporation of the company or before the commencement of the operation 

of a business, at least equally divided portion out of such accounted 

amount under paragraph (1) shall be amortized at each period for the 

settlement of accounts within five years after the company has completed 

the distributing of such interest.

Article 453-2 (Account of Pre-operating Cost)

(1) Any cost disbursed for commencement of the operation of a business 

may be accounted on the assets side of the balance sheet.

(2) At least equally divided portion out of such accounted amount under 

paragraph (1) shall be amortized at each period for the settlement of 

accounts within three years after the commencement of the operation of 

business. 

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 454 (Account of New Share Issue Cost)

(1) If new shares are issued, the cost necessary for such issuance may 

be accounted on the assets side of the balance sheet.
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(2) At least equally divided portion out of such accounted amount under 

paragraph (1) shall be amortized at each period for the settlement of 

accounts within three years after the company has issued the new shares.

Article 455 (Account of Discount on Share Issuance)

(1) If shares are issued in accordance with Article 417, the discount from 

the par value may be accounted on the assets side of the balance sheet.

(2) At least equally divided portion out of such accounted amount under 

paragraph (1) shall be amortized at each period for the settlement of 

accounts within three years after the company has issued the shares.

Article 456 (Account of Discount on Bonds)

(1) If, in case of the offering of bonds, the total amount which is to be 

paid on redemption exceeds the actual amount received from such 

offering, the balance may be accounted on the assets side of the balance 

sheet.

(2) At least equally divided portion out of such accounted amount under 

paragraph (1) shall be amortized at each period for the settlement of 

accounts within the period set for the redemption of the bonds.

(3) Article 454 shall apply mutatis mutandis to the case of new bonds 

issue cost.

Article 457 (Account of Accrued Interest Dividend During Construction 

in Progress)

(1) Any amount distributed in accordance with Article 463 may be 

accounted on the assets side of the balance sheet.

(2) If the dividend is made after the commencement of the operation of 

business at the rate higher than six percent per annum, at least a sum 

equivalent to the amount in excess of six percent shall be amortized out 

of such accounted amount under paragraph (1).

Article 457-2 (Account of Research and Development Cost)

(1) The cost incurred specially in connection with the research on or de-

velopment of any new products or new technology may be accounted on 

the assets side of the balance sheet.

(2) At least equally divided portion out of such accounted amount under 

paragraph (1) shall be amortized at each period for the settlement of 

accounts within five years after disbursement thereof.

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 458 (Earned Surplus Reserve)
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A company shall accumulate, as the earned surplus reserve, the amount 

of at least 1/10 of the cash dividend at each period for the settlement 

of accounts until reserve reaches half of the company’s capital. <Amended 

by Act No. 3724, Apr. 10, 1984>

Article 459 (Capital Surplus Reserve)

(1) The company shall accumulate the following, as the capital surplus 

reserve: <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5591, Dec. 28, 1998; Act 

No. 6488, Jul. 24, 2001>

 1. If shares are issued at the price higher than the par value, such 

amount in excess;

 1-2. If, in case of an all-inclusive share swap, the limit of capital in- 

crease under Article 360-7 exceeds the increased equity capital of a 

complete parent company, such amount in excess;

 1-3. If, in case of an all-inclusive transfer of shares, the limit of cap- 

ital under Article 360-18 exceeds the increased equity capital of the 

established complete parent company, such amount in excess;

 2. If, in case of reduction of capital, the reduced amount exceeds the 

amount used for the retirement of shares, for the refund of share prices 

and/or for recovery of deficit, such amount in excess;

 3. If, in case of a merger of companies, the value of property succeeded 

to from the company which ceased to exist exceeds the amount of  

the obligation succeeded to from such company, the amount refunded 

to the shareholders of such company and the amount of the increase 

in the capital of the surviving company or the amount of the capital 

of the newly incorporated company in consequence of the merger, as 

the case may be, such amount in excess; 

 3-2. If the value of property which is invested in a company newly in-

corporated due to division or merger through division under Article 

530-2 or the surviving company thereof exceeds the amount of the ob- 

ligation inherited from the investment company, the amount refunded 

to the shareholders of such company, and the amount of the capital  

of the newly incorporated company or the amount of the increase in 

the capital of the surviving company, such amount in excess; and

 4. Any other surplus in the transaction of capital.

(2) Out of the surplus under paragraph (1) 3 and 3-2, the earned surplus 

reserve and other legal reserves of the company which ceased to exist 
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or was divided may be succeeded to the surviving company or the newly 

incorporated company formed due to a merger, division, or merger after 

division. <Amended by Act No. 5591, Dec. 28, 1998>

Article 460 (Use of Legal Reserve)

(1) The legal reserve set forth in Articles 458 and 459 shall not be dis- 

posed of, except for recovery of deficit of the capital.

(2) The capital surplus reserve shall not be used for recovery of deficit 

of the capital, unless the earned surplus reserve are fully used for re- 

covery of deficit.

Article 461 (Capitalization of Reserves)

(1) A company may capitalize the whole or a part of the reserve by a 

resolution of the board of directors: Provided, That it shall not be the 

case where the articles of incorporation provide that such shall be de-

termined at a general shareholders’ meeting.

(2) In case of paragraph (1), the company shall issue the shares to the 

shareholders in proportion to the number of shares which they hold. In 

this case, Article 443 (1) shall apply mutatis mutandis to fractional 

shares.

(3) When a resolution is made by the board of directors in accordance 

with paragraph (1), the company shall fix a date and give public notice 

two weeks before such date to the effect that new shares under para-

graph (2) shall be alloted to the shareholders entered on the register of 

shareholders on that date: Provided, That if the above date falls within 

the period under Article 354 (1), the public notice shall be given two 

weeks before the first day of such period.

(4) In case of the proviso of paragraph (1), the shareholders shall be- 

come those of new shares under paragraph (2) on the date of the reso- 

lution of the general shareholders’ meeting.

(5) When the shareholders become those of new shares pursuant to par-  

agraph (3) or (4), directors shall immediately notify the shareholders to 

whom such new shares are alloted and the pledgees entered on the reg- 

ister of shareholders of the class and number of such shares. If bearer 

share certificates have been issued, a public notice of the contents of 

resolution under paragraph (1) shall be given.

(6) The latter part of Article 350 (3) shall apply mutatis mutandis to 

the case of paragraph (1). <Newly Inserted by Act No. 5053, Dec. 29, 1995>
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(7) Article 339 shall apply mutatis mutandis to the issuance of shares 

pursuant to paragraph (2).

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 462 (Dividends)

(1) A company may pay dividends within the limit of the amount of net 

properties stated on the balance sheet after deducting the followings:

<Amended by Act No. 6488, Jul. 24, 2001>

 1. Amount of the capital;

 2. Total amount of the capital surplus reserve and the earned surplus 

reserve which are accumulated till the pertinent period for the settle- 

ment of accounts of the company; and

 3. Amount to be accumulated for the pertinent period for the settle-  

ment of accounts of the company.

(2) If dividends have been paid in violation of paragraph (1), any cred- 

itors of the company may demand that such dividends be returned to  

the company.

(3) Article 186 shall apply mutatis mutandis to an action relating to  

the demand under paragraph (2).

Article 462-2 (Stock Dividends)

(1) A company may pay dividends by means of issuing new shares, by 

a resolution of the general shareholders’ meeting: Provided, That such 

stock dividends may not exceed the amount equivalent to a half of the 

total amount of dividends.

(2) The dividends under paragraph (1) shall be made based on the par 

value of the shares and if the company have issued different classes of 

shares, it may be paid in the same classes of shares, respectively. <Amended 

by Act No. 5053, Dec. 29, 1995>

(3) Article 443 (1) shall apply mutatis mutandis to the case where, out 

of profits to be distributed as stock dividends, there remains a fraction 

which is less than the par value of a share. <Amended by Act No. 5053, Dec. 

29, 1995>

(4) A shareholder who has received stock dividend shall become a share- 

holder of the new shares from the time of the closing of the general 

shareholders’ meeting at which the resolution mentioned in paragraph (1) 

is made. In this case, the latter part of Article 350 (3) shall apply mutatis 

mutandis. <Amended by Act No. 5053, Dec. 29, 1995>
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(5) When the resolution under paragraph (1) has been made, directors  

shall notify, without delay, the shareholders entitled to receive the stock 

dividends and the pledgees entered on the register of shareholders of  

the class and number of shares to be distributed to them. If bearer share 

certificates have been issued, a public notice of the contents of the res- 

olution under paragraph (1) shall be given.

(6) The right of a pledgee under Article 340 (1) shall extend to the shares 

to be distributed to a shareholder pursuant to paragraph (1). In this  

case, Article 340 (3) shall apply mutatis mutandis. 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 462-3 (Interim Dividend)

(1) A company which has a settling term one time per year may deter- 

mine in the articles of incorporation that the company may pay a divi- 

dend (hereinafter in this Article referred to as the “interim dividend”) by 

means of money to the day’s shareholder on a specified day set by a reso- 

lution of the board of directors only one time during the business year.

(2) The interim dividend shall be made within the limit of the amount 

calculated by deducting the following amounts from the amount of net 

properties on the balance sheet in the immediately previous settling  

term: <Amended by Act No. 6488, Jul. 24, 2001>

 1. The amount of capital in the immediately previous settling term;

 2. The total amount of the capital surplus reserve and earned surplus 

reserve accumulated until the immediately previous settling term;

 3. The amount which is to be distributed as a profit or paid at the regular 

general meeting in the immediately previous settling term; and

 4. The earned surplus reserve which is to be accumulated in the rele- 

vant settling term for the interim dividend.

(3) If it is deemed that the amount of net properties on the balance sheet 

in the relevant settling term is unlikely to amount to the total sum of 

the amounts under subparagraphs of Article 462 (1), the company con-  

cerned shall not provide the interim dividend. <Amended by Act No. 6488, Jul. 

24, 2001>

(4) Where, while the amount of net properties on the balance sheet in 

the relevant settling term fails to amount to the total sum of the amounts 

under subparagraphs of Article 462 (1), the interim dividend is pro- 

vided, the directors shall be jointly and severally liable to compensate 
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for the balance (where the dividend is less than the balance, the dividend) 

to the company: Provided, That the same shall not apply where it is proved 

that the directors did not neglect their care in rendering judgment under 

paragraph (3). <Amended by Act No. 6488, Jul. 24, 2001>

(5) With respect to the application of Articles 340 (1), 344 (1), 350 (3) 

(including where this shall apply mutatis mutandis under Articles 423 (1), 

516 (2), and 516-9; hereinafter in this paragraph the same shall apply), 

354 (1), 370 (1), 457 (2), 458, and 464 and subparagraph 3 of Article 

625, the interim dividend shall be deemed to be the dividend under Article 

462 (1), and with respect to the application of Article 350 (3), a specified 

day under paragraph (1) shall be deemed to be the end of the business 

year.

(6) The provisions of Articles 399 (2) and (3) and 400 shall apply 

mutatis mutandis with respect to the liability of directors under par-

agraph (4), and the provisions of Article 462 (2) and (3), with respect 

to the interim dividend made in breach of paragraph (3).  

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 463 (Accrued Interest Dividend during Construction in Progress)

(1) If it is deemed impossible, in view of the nature of the undertaking 

which forms the company’s purpose, to commence the whole of the business 

for more than two years after its incorporation, the company may provide 

in the articles of incorporation that a specified interest shall be distributed 

to the shareholders of certain shares during a specified period prior to 

the commencement of the whole of business: Provided, That the rate of 

such interest shall not exceed five percent per annum.

(2) The provisions of the articles of incorporation mentioned in paragraph (1) 

or amendment thereof shall require the authorization of the court.

Article 464 (Standard for Distribution of Profits, etc.)

The distribution of profits or interest shall be made in proportion to the 

number of shares owned by each shareholder: Provided, That this shall 

not apply to the case of Article 344, paragraph (1).

Article 464-2 (Time for Payment of Dividends)

(1) A company shall pay dividends under Article 464 no later than one 

month after the day of approval under Article 449 (1) or a resolution under 

Article 462-3 (1): Provided, That this shall not apply where the time 

for payment of dividend is fixed differently at the general meeting under 
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Article 449 (1) or the board of directors under Article 462-3 (1). <Amended 

by Act No. 5053, Dec. 29, 1995; Act No. 5591, Dec. 28, 1998>

(2) The claim for payment of dividends under paragraph (1) shall be ex-

tinguished by prescription, if it is not exercised for five years.

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 465 Deleted. <by Act No. 3724, Apr. 10, 1984>

Article 466 (Shareholder’s Right to Inspect Account Books)

(1) Any shareholder who hold shares representing no less than 3/100 of 

the total issued and outstanding shares may demand, in writing with the 

reasons thereof specified, the inspection or copying of the account books 

and related documents. <Amended by Act No. 5591, Dec. 28, 1998>

(2) A company shall not refuse the shareholder’s demand mentioned in 

paragraph (1) unless it proves that such demand is improper. <Amended 

by Act No. 5591, Dec. 28, 1998>

Article 467 (Inspection on Affairs and Status of Company’s Property)

(1) If there is any reason to suspect of dishonest act or of material fact 

in contravention of any Acts, subordinate statutes or the articles of in-

corporation in connection with the management of affairs, any shareholder 

who holds shares representing no less than 3/100 of the total issued and 

outstanding shares may apply to the court for the appointment of an 

inspector to investigate the affairs of the company and the status of its 

property. <Amended by Act No. 5591, Dec. 28, 1998>

(2) The inspector shall report on the results of the investigation to the 

court.

(3) If the court deems it necessary according to the report mentioned 

in paragraph (2), it may order the representative director to convene a 

general shareholders’ meeting. In this case, Article 310 (2) shall apply 

mutatis mutandis. <Amended by Act No. 1212, Dec. 12, 1962; Act No. 5053, Dec. 29, 

1995>

(4) Directors and auditors shall examine without delay whether or not 

the report of the inspector mentioned in paragraph (3) is accurate and 

shall report on the results thereof to the general shareholders’ meeting. 

<Newly Inserted by Act No. 5053, Dec. 29, 1995>

Article 467-2 (Prohibition against Granting Pecuniary Benefit)

(1) A company may not grant to any person a pecuniary benefit in con-

nection with the exercise of rights as a shareholder.
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(2) If a company has given gratuitously any pecuniary benefit to a 

specified shareholder, such pecuniary benefit shall be presumed to have 

given in connection with the exercise of a shareholder’s rights. If a 

company has given for value any pecuniary benefit to a specified share-

holder but if the benefits obtained by the company is remarkably less than 

the pecuniary benefit granted to the shareholder, the same shall be 

applicable.

(3) If a company has granted any pecuniary benefit in contravention of 

paragraph (1), the person who has received such benefit shall return it 

to the company. In this case, if the person paid to the company anything 

in compensation for such benefit, the company may return it to him.

(4) Articles 403 through 406 shall apply mutatis mutandis to an action 

for the return of benefit under paragraph (3).

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 468 (Right to Preferential Payment of Employee)

A person who has a claim to the return of money as a guarantee for fidelity 

of an employee or any other claim arising out of the relations of employment 

between a company and its employees shall be entitled to preferential 

payment from the company’ whole property: Provided, That such right 

shall not satisfied prior to the pledge or mortgage.

SECTION 8  Bonds

Sub-Section 1  Common Provisions

Article 469 (Offering of Bonds)

A company may offer bonds for subscription by a resolution of the board of 

directors.

Article 470 (Limitation on Total Amount)

(1) The total amount of bonds shall not exceed four times the amount 

of net assets of the company as shown by the latest balance sheet. 

<Amended by Act No. 5053, Dec. 29, 1995>

(2) Deleted. <by Act No. 5053, Dec. 29, 1995>

(3) If the offering of bonds are made for the purpose of redeeming old 

bonds, the amount of the old bonds shall not be computed in the total 

amount of the bonds. In this case, the old bonds shall be redeemed within 

six months from the payment date of new bonds or from the first payment 
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date if such payment is to be made in installments.

Article 471 (Restrictions on Offering of New Bonds)

A company shall not offer new bonds for subscription until to be the amount 

of bonds previously subscribed has been fully paid.

Article 472 (Face Amount of Bond)

(1) The face amount of each bond shall not be less than ten thousand 

won. <Amended by Act No. 3724, Apr. 10, 1984>

(2) The face amount of each bond shall, in respect of the same class of 

bonds, either be equal or be such as is an integral multiple of the minimum 

amount of the bond of the same class.

Article 473 (Restrictions on Redemption in Excess of Par Value)

If a decision is made to repay to bondholders an amount in excess of the 

par value of the bond, such amount in excess shall be paid at an equal 

rate for each bond.

Article 474 (Public Offering, Subscription Form for Bonds)

(1) A person who intends to subscribe for bonds shall prepare two copies 

of subscription forms, stating the number of bonds for which he intends 

to subscribe and his address, and shall write his name and affix his seal 

or sign thereon. <Amended by Act No. 5053, Dec. 29, 1995>

(2) The subscription form for bonds shall be prepared by the directors 

and contain the following: <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5053, 

Dec. 29, 1995>

 1. Trade name of the company;

 2. Total amount of the capital and the reserve;

 3. Amount of the net assets of the company as shown by the latest balance 

sheet;

 4. Total amount of the bonds;

 5. Face amount of each bond;

 6. Issue-price or minimum issue-price of each bond;

 7. Rate of interest payable on each bond;

 8. Method and time of redemption of the bonds and of the payment of 

interest;

 9. Amount and time of each payment for the subscription price of bonds, 

if payments are to be made in installments;

10. If a determination is made to restrict the bonds certificates either in 

bearer form or in registered form, such provisions;
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11. If bonds have been previously issued, the amount yet to be redeemed;

12. If an offering of bonds for the purpose of redeeming old bonds are made 

in excess of the limits prescribed in Article 470 (1), a statement to 

that effect;

13. If there is a company which has been commissioned to offer bonds for 

subscription, the trade name and address of such company;

14. If the company mentioned in subparagraph 13 has undertaken to 

subscribe for any portion of the total amount of the bonds which has 

not been subscribed for through the public offering, a statement to 

that effect; and

15. If a transfer agent is designated, his full name, address and business 

office.

(3) In case where the minimum issue-price has been determined, the 

subscriber for bonds shall state in the subscription form the amount at 

which he intends to subscribe for.

Article 475 (Subscription for All Bonds)

Article 474 shall not apply where all the bonds is subscribed for under 

a contract. The same shall apply to such part of the bonds as may be 

subscribed for by a company which has been commissioned to offer bonds 

for subscription.

Article 476 (Payment)

(1) When the subscription for all the bonds has been completed, the 

directors shall, without delay, cause any person who has subscribed for 

bonds to make the full payment or the first instalment payment on each 

bond.

(2) A company commissioned to offer bonds for subscription may in its 

own name perform the acts set forth in Article 474 (2) and 475 on behalf 

of the company.

Article 477 Deleted. <by Act No. 3724, Apr. 10, 1984>

Article 478 (Issuance of Bond Certificates)

(1) No certificate may be issued for a bond until its full amount has been 

paid up.

(2) Each bond certificate shall contain the following particulars and the 

representative director shall write his name and affix his seal or shall 

sign thereon: <Amended by Act No. 1212, Dec. 12, 1962; Act No. 5053, Dec. 29, 1995>

 1. Serial number of each bond; and
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 2. Particulars set forth in Article 474 (2) 1, 4, 5, 7, 8, 10 and 13.

Article 479 (Transfer of Registered Bonds)

(1) Transfer of registered bonds shall not be asserted against the company 

or a third person unless the name and address of the transferee have 

been entered in the register of bonds and his full name is entered in the 

bond certificates.

(2) Article 337 (2) shall apply mutatis mutandis to the transfer of 

registered bonds. <Newly Inserted by Act No. 3724, Apr. 10, 1984>

Article 480 (Exchange between registered Certificate and Bearer Cer-

tificate)

A bondholder may at any time request the company to change a registered 

bond certificate into a bearer certificate: Provided, That this shall not 

apply where the form of the bond certificate is restricted to either in 

registered or bearer form.

Article 481 (Resignation of Commissioned Company)

A company which has been commissioned to offer bonds for subscription 

may resign with the consent of the issuing company and of a meeting 

of bondholders. It may do so with the permission of the court where there 

are unavoidable reasons therefor.

Article 482 (Removal of Commissioned Company)

If a company which has been commissioned to offer bonds for subscription 

is unfit for dealing with the business or if there exists any other justifiable 

cause, the court may remove such company from office at the request of 

the issuing company or of a meeting of bondholders. <Amended by Act No. 

1212, Dec. 12, 1962>

Article 483 (Successor to Business of Commissioned Company)

(1) If, in case of Articles 481 and 482, the company which has been com-

missioned to offer bonds for subscription does not exist, a successor to 

its business may be appointed by agreement between the issuing company 

and a meeting of bondholders.

(2) If unavoidable reasons exist, any interested person may demand the 

court to appoint such successor to the business.

Article 484 (Authority of Commissioned Company)

(1) A company which has been commissioned to offer bonds for subscription 

shall have authority to do on behalf of the bondholders all judicial or 

extra-judicial acts which are necessary for the redemption of bonds.
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(2) When the company under paragraph (1) is requested to redeem the 

bonds, it shall without delay give public notice thereof and give a separate 

notice to notify each bondholder known to that company.

(3) In case of paragraph (2), bondholders may demand payment of the 

redemption price in exchange for their bond certificates.

Article 485 (Authority and Duty in Case of Two or more Commissioned 

Company)

(1) If two or more companies have been commissioned to offer bonds for 

subscription, all acts within the scope of their authority shall be jointly 

performed.

(2) In case of paragraph (1), each company shall be jointly and severally 

liable to the bondholders to pay redemption price.

Article 486 (Lost Coupon)

(1) If, in case of redemption of bearer bonds to which coupons are attached, 

any coupon is missing, a sum equal to the amount of the coupon shall 

be deducted from the redemption.

(2) Any holder of the coupon mentioned in paragraph (1) may at any 

time demand payment of the amount deducted in exchange for such coupon.

Article 487 (Extinctive Prescription for Right to Demand Redemption)

(1) The right to demand redemption of the bonds shall lapse by prescription 

if it is not exercised for ten years.

(2) The same shall apply to the right set forth in Article 484 (3).

(3) The right to demand payment of interest of the bonds and the rights 

mentioned in Article 486 (2) shall lapse by prescription, if it is not 

exercised for five years.

Article 488 (Register of Bonds)

The register of bonds shall be prepared by the company and the following 

particulars shall be entered in such register:

 1. Name and address of each bondholder;

 2. Serial number of each bond certificate;

 3. Particulars set forth in Article 474 (2) 4, 5, 7 through 9 and 13;

 4. Amount paid in for each bond and date of each payment;

 5. Date of issuance of the bond certificates;

 6. Date of acquisition of each bond; and

 7. In case of issuance of bearer bonds, the class, number, serial number 

and date of issuance 
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Article 489 (Applicable Provisions)

(1) Article 353 shall apply mutatis mutandis to notices and peremptory 

notices to subscribers for bonds and to bondholders.

(2) Article 333 shall apply mutatis mutandis where bonds belong to co-

ownership of two or more persons.

Sub-Section 2  Meetings of Bondholders

Article 490 (Matters Subject to Resolution)

Unless otherwise provided in this Act, a meeting of bondholders may adopt 

resolutions, with the permission of the court, in respect of any matter 

which seriously affects the interests of bondholders.

Article 491 (Person Authorized to Convene)

(1) A meeting of bondholders shall be convened by the company which 

issued the bonds or by a company which has been commissioned to offer 

bonds for subscription.

(2) Bondholders representing at least 1/10 of the total amount of the 

bonds may demand the convocation of a meeting of bondholders by sub-

mitting to either of the companies mentioned in paragraph (1) a written 

application containing the proposed subject-matters of the meeting and 

the reasons for convening such meeting.

(3) Article 366 (2) shall apply mutatis mutandis in case of paragraph (1).

(4) The holder of bearer bond certificates may not exercise the right 

mentioned in paragraphs (1) and (2) unless he has deposited his bond 

certificates.

Article 492 (Votes)

(1) Each bondholder shall have one vote for each minimum face amount 

of the bonds.

(2) The holder of bearer bond certificates may not exercise his voting rights 

unless he has deposited his bond certificates at least one week prior to 

the date set for the meeting.

Article 493 (Attendance of Representative of Issuing or Commissioned 

Company)

(1) The issuing company or the company which has been commissioned 

to offer bonds for subscription may have its representative attend a meeting 

of bondholders or may produce its opinion in writing.

(2) The convocation of a meeting of bondholders shall be notified to the 
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companies mentioned in paragraph (2).

(3) Article 363 (1) and (2) shall apply mutatis mutandis to the notification 

under paragraph (2).

Article 494 (Right to Demand Issuing Company to Make its Representative 

Attend)

A meeting of bondholders or the person who has convened such meeting 

may, if deemed necessary, demand the issuing company to make its 

representative attend the meeting.

Article 495 (Method of Resolution)

(1) Article 434 shall apply mutatis mutandis to the resolutions of a meeting 

of bondholders.

(2) The consent or demand mentioned in Articles 481 through 483 and 

494 may, notwithstanding paragraph (1) above, be decided by a majority 

of the votes of the bondholders present.

Article 496 (Application for Authorization of Resolution)

Persons who have convened a meeting of bondholders shall apply to the 

court for the authorization of the resolutions within one week from the 

day on which such resolutions have been adopted.

Article 497 (Reasons for Non-Authorization of Resolution)

(1) The court shall not authorize the resolution of a meeting of bondholders 

in the following cases:

 1. If the procedures for convening the meeting of bondholders or the 

manner of adopting the resolution was in contravention of any Acts 

and subordinate statutes or of any statement contained in the pro-

spectus for offering of bonds;

 2. If the resolution was adopted in an improper manner;

 3. If the resolution was remarkably unfair; and

 4. If the resolution was contrary to the interests of the bondholders in 

general.

(2) In case of paragraph (1) 1 and 2,the court may authorize such 

a resolution by taking into account the details of the resolution and all 

other circumstances.

Article 498 (Effect of Resolution)

(1) A resolution of a meeting of bondholders shall take effect by obtaining 

the authorization of the court.

(2) A resolution of a meeting of bondholders shall be effective against 
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all the bondholders.

Article 499 (Public Notice of Authorization or Non-Authorization of Res-

olution)

When a decision has been made either to authorize or not to authorize 

a resolution of a meeting of bondholders, the company which issued the 

bonds shall without delay give public notice thereof.

Article 500 (Representatives of Meeting of Bondholders)

(1) A meeting of bondholders may elect one or more representatives from 

among the holders of bonds representing no less than 1/500 of the total 

amount of the bonds and may delegate him or them to decide matters 

which are to be dealt with by its resolution.

(2) If there are two or more representatives, the decision under paragraph (1) 

shall be made by a majority of their votes.

Article 501 (Execution of Resolution)

A resolution of a meeting of bondholders shall be executed either by a 

company commissioned to offer bonds for subscription or, in the absence 

of any such company, by the representatives mentioned in Article 500: 

Provided, That it shall not be the case where a person has been appointed 

to execute the resolution by the resolution of a meeting of bondholders.

Article 502 (Two or more Representatives of Meeting or Executors of Res-

olution)

Article 485 (1) shall apply mutatis mutandis where there are two or more 

representatives of meeting or executors resolution.

Article 503 (Execution of Resolution relating to Redemption)

Articles 484, 485 (2) and 487 (2) shall apply mutatis mutandis where 

either the representatives of meeting or the executors of the resolution 

execute a resolution relating to the redemption of the bonds.

Article 504 (Removal of Representative of Meeting or Executor of Res-

olution, etc.)

The meeting of bondholders may adopt a resolution at any time to remove 

from office any representative of the meeting or executor of the resolution 

and may alter details of any matter delegated to such person.

Article 505 (Acceleration)

(1) If a company has neglected to pay interest on the bonds or has 

neglected to redeem them where a part of the bonds are to be redeemed 

at fixed periods, the bondholders may by a resolution of a meeting of 
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bondholders give notice to the company to the effect that payment thereof 

must be made within a fixed period of time and that if the company fails 

to make payment within such period, it shall accelerate payment of the 

whole amount of the bonds: Provided, That such period shall not be shorter 

than two months.

(2) The notice mentioned in paragraph (1) shall be given in writing.

(3) If a company fails to pay within the period mentioned in paragraph (1), 

it shall accelerate the payment of the whole amount of the bonds.

Article 506 (Public Notice and Notice of Acceleration)

When a company is subject to acceleration in accordance with Article, 

505, the person who executes of a resolution under Article 505 (1) shall 

without delay give public notice to that effect and give a separate notice 

to each bondholders known to the company thereof.

Article 507 (Remuneration and Expenses for Commissioned Company)

(1) Unless otherwise provided in the contract made with the issuing 

company, any remuneration payable to a company commissioned to offer 

bonds for subscription, representatives of a meeting or executors of a 

resolution or any expenses necessary for the execution of their duties may 

be borne by the company, with the permission of the court. <Amended by 

Act No. 1212, Dec. 12, 1962>

(2) Any company commissioned to offer bonds for subscription and any 

representative of a meeting or executor of a resolution may receive remu-

neration and expenses mentioned in paragraph (1) out of the redemption 

amount, in preference to bondholders.

Article 508 (Expenses relating to Meetings of Bondholders)

(1) Any expenses relating to meetings of bondholders shall be borne by 

the issuing company.

(2) Any expenses relating to the demand under Article 496 shall be borne 

by the company. The court may, however, upon the application of any 

interested person or ex officio, specially determine a person who shall 

bear such expenses in whole or in part.

Article 509 (Meetings of Certain Classes of Bondholders)

If two or more classes of bonds have been issued, a meeting of bondholders 

shall be convened for each class of bonds respectively.

Article 510 (Applicable Provisions)

(1) Articles 363, 368 (3) and (4), 369 (2), and 371 through 373 shall 
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apply mutatis mutandis to a meeting of bondholders.

(2) The minutes of meetings of bondholders shall be kept by the issuing 

company at its principal office.

(3) A company commissioned to offer bonds for subscription and any 

bondholder may, at any time during business hours, demand inspection 

of the minutes mentioned in paragraph (2).

Article 511 (Action for Revocation by Commissioned Company)

(1) If payment, settlement or any other act effected by a company to a 

certain bondholder is remarkably unfair, a company commissioned to offer 

bonds for subscription may demand the revocation thereof, only by means 

of action to court.

(2) The action mentioned in paragraph (1) shall be brought within six 

months from the day on which the company becomes aware of the forming 

the ground for revocation and within one year from the day when such 

act becomes effective.

(3) Article 186 of this Act and the proviso of Article 406 (1) and Article 

407 of the Civil Act shall apply mutatis mutandis to the action mentioned 

in paragraph (1).

Article 512 (Action for Revocation by Representative, etc.)

When a resolution has been adopted by a meeting of bondholders, any 

representative of a meeting or executor of a resolution may also bring 

the action mentioned in Article 511 (1): Provided, That such action shall 

be brought within one year from the day when such act becomes effective.

Sub-Section 3  Convertible Bonds

Article 513 (Issuance of Convertible Bonds)

(1) A company may issue convertible bonds.

(2) In case of paragraph (1), any of the following matters not provided 

for in the articles of incorporation shall be determined by the board of 

directors, unless the articles of incorporation provides that it shall be 

determined by a general meeting of shareholders’ meeting:

 1. Total amount of convertible bonds;

 2. Conditions of conversion;

 3. Details on shares to be issued upon conversion;

 4. Period during which a claim for conversion may be demanded;
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 5. Details on the preemptive rights of shareholders to subscribe for 

convertible bonds, and the amount of convertible bonds subject to such 

rights; and

 6. Details on issuance of convertible bonds to the persons other than 

shareholders, and the amount of such convertible bonds to be issued.

(3) If, in case where convertible bonds are issued to those who are not 

shareholders of the company, the articles of incorporation do not include  

the amount of convertible bonds to be issued, conditions of conversion, 

contents of the shares to be issued upon conversion and the period during 

which the conversion may be demanded, such matters shall be determined 

by resolution under Article 434. In such case, the proviso of Article 418 (3) 

shall apply mutatis mutandis. <Amended by Act No. 6488, Jul. 24, 2001>

(4) In case of resolution under paragraph (3), the summary of agenda 

relating to the issuance of convertible bonds shall be stated in the no- 

tice and public notice under Article 363.

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 513-2 (Rights of Shareholders Entitled to Subscribe for Convert-  

ible Bonds)

(1) Any shareholder who has a right to subscribe for convertible bonds 

shall be entitled to be alloted bonds in proportion to the number of 

shares which he holds: Provided, That this shall not apply to an frac- 

tional bond the amount of which is less than the minimum face amount 

of each convertible bond.

(2) Article 418 (2) shall apply mutatis mutandis where a shareholder 

has the right to subscribe for the convertible bonds.

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 513-3 (Peremptory Notice to Shareholders Having Right to Sub-

scribe for Convertible Bonds)

(1) If shareholders have the preemptive right to subscribe for convert- 

ible bonds, the company shall notify each shareholder of the amount of con-

vertible bonds which he is entitled to subscribe for, issue price, conditions 

of conversion, the details of the shares to be issued upon conversion, the 

period within which he may demand conversion and a statement to the 

effect that if he fails to subscribe for the convertible bonds on or before 

the specified date, he shall lose his right.

(2) Article 419 (2) through (4) shall apply mutatis mutandis in case of 
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paragraph (1).

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 514 (Procedures for Issuance of Convertible Bonds)

(1) With regard to convertible bonds, the following particulars shall be 

stated in the subscription form for bonds, the bond certificates and the 

register of bonds: <Amended by Act No. 5053, Dec. 29, 1995>

 1. A statement to the effect that the bonds may be converted into shares;

 2. Conditions of conversion;

 3. Particulars as to shares to be issued upon conversion;

 4. Period during which conversion may be demanded; and

 5. Provision that the transfer of shares should be subject to the approval 

of the board of directors, if so determined.

(2) Deleted. <by Act No. 3724, Apr. 10, 1984>

Article 514-2 (Registration of Convertible Bonds)

(1) When a company has issued convertible bonds, the company shall 

register them at the place of its principal office within two weeks from 

the date payment under Article 476 is completed. <Amended by Act No. 5053, 

Dec. 29, 1995>

(2) The particulars to be registered under paragraph (1) shall be as follows:

 1. Total amount of convertible bonds;

 2. Face amount of each convertible bond;

 3. Amount paid for each convertible bond; and

 4. Matters set forth in subparagraphs 1 through 4 of Article 514.

(3) Article 183 shall apply mutatis mutandis to the registration under 

paragraph (2).

(4) If, in case where convertible bonds have been issued overseas, the 

matters to be registered take place in a foreign country, the period within 

which registration shall be made shall start to run from the date of arrival 

of notification thereof. 
[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 515 (Demand for Conversion)

(1) Any person who demands conversion shall submit to the company two 

copies of a written application form together with the bond certificates.

(2) The written application form mentioned in paragraph (1) shall state 

the bonds to be converted and the date of application and contain a name 

and a seal or signature by the person demanding conversion. <Amended 
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by Act No. 5053, Dec. 29, 1995>

Article 516 (Applicable Provisions)

(1) Articles 346 (2), 424 and 424-2 shall apply mutatis mutandis to the 

issuance of convertible bonds.

(2) Articles 339, 348, 350 and 351 shall apply mutatis mutandis to the 

conversion of bonds. <Amended by Act No. 5053, Dec. 29, 1995> 

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Sub-Section 4  Bonds with Warrants

Article 516-2 (Issuance of Bonds with Warrants)

(1) A company may issue bonds with warrants to subscribe for new shares.

(2) In case of paragraph (1), any of the following matters which are not 

provided for in the articles of incorporation shall be determined by the 

board of directors, unless the articles of incorporation provide that it shall 

be determined by a general of shareholders’ meeting:

 1. Total amount of bonds with warrants;

 2. Details of the warrants vested to such bonds;

 3. Period within which the warrants are to be exercised;

 4. A statement on the transferability of only the warrants;

 5. A statement to the effect that upon request of the person who intends 

to exercise his warrant rights, the issue price of the bonds with warrants 

shall be deemed as payment under Article 516-8 (1), instead of the 

redemption of such bonds;

 6. Deleted; <by Act No. 5053, Dec. 29, 1995>

 7. Details on the preemptive rights to subscribe for bonds with warrants 

and the amount of bonds subject to such rights; and

 8. Details on issuance of bonds with warrants to persons other than 

shareholders and the amount of such bonds with warrants to be issued.

(3) The total amount of issue price of the shares to be issued upon the 

exercise of warrant rights vested to each bonds shall not exceed the total 

amount of such bonds with warrant.

(4) If, in case where the bonds with warrants are issued to those who are 

not shareholders, the articles of incorporation do not include the amount 

of such bonds, contents of the warrant rights and the period within which 

the warrant rights are to be exercised, these matters shall be determined 
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by a resolution under Article 434. In such case, the proviso of Article 

418 (3) shall apply mutatis mutandis. <Amended by Act No. 6488, Jul. 24, 2001>

(5) Article 513 (4) shall apply mutatis mutandis to the case of paragraph (4). 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 516-3 (Peremptory Notice to Shareholders Having Right to Sub-

scribe for Bonds with Warrants)

(1) If shareholders have the preemptive rights to subscribe for bonds with 

warrants, the company shall notify each shareholder of the amount of 

bonds with warrants which he is entitled to subscribe for, the issue price, 

the particulars of warrant rights, the period within which he may exercise 

his warrant rights and a statement to the effect that if he fails to subscribe 

for the bonds with warrants on or before the specified date, he will lose 

his right. In this case, if the matters set forth in Article 516-2 (2) 4 or 

5 have been determined, the details of such matters shall also be notified.

(2) Article 419 (2) through (4) shall apply mutatis mutandis to the case 

of paragraph (1). 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 516-4 (Particulars to Be Entered in Subscription Form for Bonds, 

Bond Certificates and Register of Bonds)

The following matters shall be entered in the subscription form for bonds, 

the bond certificates and the register of bonds in case of bonds with 

warrants: Provided, That when the company issues the certificates of 

warrants set forth in Article 516-5 (1), it shall not be required to enter  

them in the bond certificates: <Amended by Act No. 5053, Dec. 29, 1995> 

 1. A statement to the effect that a bond with warrant;

 2. Particulars set forth in Article 516-2 (2) 2 through 5;

 3. The banks and other financial institutions that will be responsible  

to receive the payment under Article 518-8 and the places where such 

payments are to be made; and

 4. Provision that the transfer of shares should be subject to the approval 

of the board of directors, if so determined. 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 516-5 (Issuance of Certificates of Warrants)

(1) If a company has determined the particulars set forth in Article 516-2 (2) 

4, it shall issue the certificates of warrants in addition to the bond cer-

tificates.
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(2) Certificates of warrants shall contain the following particulars in 

addition to the serial number and directors shall write their names and 

affix their seals or shall sign thereon : <Amended by Act No. 5053, Dec. 29, 1995>

 1. A statement to the effect that it is a certificate of warrant;

 2. Trade name of company;

 3. Matters set forth in Article 516-2 (2) 2, 3 and 5;

 4. Matters set forth in subparagraph 3 of Article 516-4; and

 5. Provision that the transfer of shares should be subject to the approval 

of the board of directors, if so determined. 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 516-6 (Transfer of Warrant Rights)

(1) If certificates of warrants have been issued, transfer of the warrant 

rights shall be made only by the delivery of such certificates of warrants.

(2) Articles 336 (2) and 360 of this Act and Article 21 of the Cheques 

Act shall apply mutatis mutandis to the certificates of warrants.

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 516-7 (Registration of Bonds with Warrants)

(1) When a company has issued bonds with warrants, it shall register 

the following: 

 1. A statement to the effect that they are bonds with warrants;

 2. Total amount of issue price of the shares to be issued upon the exercise 

of warrant rights;

 3. Face amount of each bond with warrants;

 4. Amount paid in for such bonds with warrants; and

 5. Matters set forth in Article 516-2 (2) 1 through 3.

(2) Article 514-2 (1), (3) and (4) shall apply mutatis mutandis to the 

registration under paragraph (1).

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 516-8 (Exercise of Warrant Rights)

(1) Any person who intends to exercise his warrant right shall submit 

to the company two copies of a written application form therefor and shall 

pay the total amount of issue price of the new shares.

(2) When written application forms are submitted pursuant to paragraph (1), 

the certificates of warrants, if they have been issued, shall be submitted 

together with the application form, but if such certificates have not been 

issued, the bond certificates shall instead be presented.
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(3) The payment under paragraph (1) shall be made to the banks or 

other financial institutions named in the bond certificates or in the 

certificates of warrants.

(4) Article 302 (1) shall apply mutatis mutandis to the written application 

forms under paragraph (1) and Articles 306 and 318 shall apply mutatis 

mutandis to the banks and other financial institutions responsible for 

receipt of payment under paragraph (3).

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 516-9 (Time of Becoming Shareholder)

A person who has exercised his warrant rights pursuant to Article 516-8 

(1) shall become a shareholder at the time when he makes payment under 

that Article. In this case, Article 350 (2) and (3) shall apply mutatis 

mutandis. <Amended by Act No. 5053, Dec. 29, 1995>

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 516-10 (Applicable Provisions)

Article 351 shall apply mutatis mutandis to the exercise of warrant rights 

and Articles 513-2 and 516 (1) shall apply mutatis mutandis to bonds 

with warrants. <Amended by Act No. 5053, Dec. 29, 1995> 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

SECTION 9  Dissolution

Article 517 (Reasons for Dissolution)

A stock company shall be dissolved for any of the following reasons: <Amended 

by Act No. 5591, Dec. 28, 1998>

 1. Reasons set forth in subparagraphs 1, 4 through 6 of Article 227; 

 1-2. Division or merger through division of a company under Article 530-2; 

and

 2. A resolution of a general shareholders’ meeting.

Article 518 (Resolution for Dissolution)

The resolution for dissolution shall be adopted in accordance with Article 

434.

Article 519 (Continuance of Company)

Where a company has been dissolved by reason of the expiration of the 

duration or of the occurrence of any other events specified in the Article 

of incorporation as reason for dissolution or by the resolution of a general 



COMMERCIAL ACT

149

shareholders’ meeting, the company may continue to exist by such 

resolution as provided for in Article 434.

Article 520 (Judgment for Dissolution)

(1) If, in the cases mentioned below, there exist unavoidable reasons, 

any shareholder who holds shares representing no less than 10/100 of 

the total issued and outstanding shares may apply to the court for the 

dissolution of the company:

 1. When the company’s business operation continues to be remarkably 

in deadlock and as a result irreparable injury to the company is suffered 

or threatened; and

 2. When the managing or disposing of the company’s property is re-

markably improper and the existence of the company is thereby in 

danger.

(2) Articles 186 and 191 shall apply mutatis mutandis to the application 

under paragraph (1).

Article 520-2 (Dissolution of Dormant Company)

(1) If, in case where the administrator of the Office of Court Adminis-

tration has given a public notice in the Gazette that any company whose 

last registration was made five years ago shall make a report to the effect 

that it has not yet closed its business to the court that has the jurisdiction 

over the place of its principal office, a company for which five years has 

already lapsed since its last registration as of the day of public notice 

fails to report within two months from the day of public notice in accordance 

with the Presidential Decree, the company shall be deemed to have been 

dissolved at the expiration of the period set for such a report: Provided, 

That it shall not be the case if the company has effected a registration 

during the period.

(2) In case of a public notice under paragraph (1), the court shall also 

send to the company concerned a separate notice informing that such 

public notice has been given.

(3) A company which is deemed to have been dissolved pursuant to 

paragraph (1) may continue to exist by a resolution under Article 434 

within three years thereafter.

(4) If a company which is deemed to have been dissolved pursuant to 

paragraph (1) fails to continue to exist as a company in accordance with 

paragraph (3), it shall be deemed to have been liquidated when the period 
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of the above three years has lapsed. 

[This Article Newly Inserted Act No. 3724, Apr. 10, 1984]

Article 521 (Notice and Public Notice of Dissolution)

Upon the dissolution of a company, except in the case of bankruptcy, the 

directors shall without delay dispatch notice thereof to the shareholders 

and, in cases where bearer share certificates have been issued, shall give 

public notice thereof.

Article 521-2 (Provisions to be Applied Mutatis Mutandis)

The provisions of Articles 228 and 229 (3) shall apply mutatis mutandis  

to the dissolution of a stock company.

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

SECTION 10 Merger

Article 522 (Written Agreement of Merger and Resolution of Approval)

(1) In order to effect a merger of companies, a written agreement for 

merger shall be prepared and be approved by a general shareholders’ 

meeting. <Amended by Act No. 5053, Dec. 29, 1995; Act No. 5591, Dec. 28, 1998>

(2) The summary of the written agreement of a merger shall be stated 

in notices and public notices under Article 363.

(3) The resolution of approval mentioned in paragraph (1) shall be 

adopted in accordance with Article 434. <Amended by Act No. 5591, Dec. 28, 

1998>

Article 522-2 (Public Notice of Written Agreement of Merger)

(1) Directors of a company shall keep the following documents in its 

principal office from two weeks before the day on which the general 

shareholders’ meeting is held under Article 522 (1) until six months after 

the merger is effected: <Amended by Act No. 5591, Dec. 28, 1998>

 1. A written agreement of such merger;

 2. A document specifying the reasons for the allotment of shares which  

are issued to the shareholders of a company which ceases to exist in 

consequence of a merger; and

 3. The final balance sheet and statement of profit and loss of each 

company.

(2) Any shareholder or creditor of the company may, at any time during 

business hours, request the inspection of a document under any sub-
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paragraph of paragraph (1) or request the delivery of the copies or ab- 

stracts of them with payment of the cost as determined by the company. 

<Amended by Act No. 5591, Dec. 28, 1998>

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 522-3 (Appraisal Rights of Shareholders Dissenting Merger)

(1) If, in case where the board of directors has made a resolution on the 

matters set forth in Article 522 (1), a shareholder dissenting from such 

resolution has notified in writing the company of his intention of dis-  

senting before the general meeting is held, he may demand in writing 

that the company purchase his shares, with the class and number of  

such shares specified, within twenty days after the general meeting  

makes the resolution.

(2) A shareholder who made a written notification of the intention of 

dissenting from a merger to the company within two weeks from the day 

on which a public notice or notification under Article 527-2 (2) was made 

may request that the company purchase his own shares in a written 

statement specifying the class and number of shares within 20 days 

after the period passed. <Newly Inserted by Act No. 5591, Dec. 28, 1998>

[This Article Newly Inserted by Act No. 5053, Dec. 29, 1995]

Article 523 (Written Agreement of Merger)

If one of the constituent companies of a merger survives after the merger, 

the written agreement of such merger shall contain the following par-

ticulars: <Amended by Act No. 5591, Dec. 28, 1998; Act No. 6488, Jul. 24, 2001>

 1. If the surviving company which is to continue to exist increases, due 

to the merger, the total number of shares authorized to be issued, 

the total number of shares authorized to be increased, the class and 

the number;

 2. Total amount of the capital and the reserve of the surviving company 

to be increased;

 3. Total number, class, number per class of shares to be issued at the 

time of the merger by the surviving company as well as any other 

particulars relating to the allotment of new shares to the shareholders 

of the company which is to cease to exist;

 4. The amount which is to be paid by the surviving company to the 

shareholders of the merged company, if so determined;

 5. Date set for the general members’ meeting or general shareholders’ 
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meeting at which the resolution of the approval for the merger shall 

be adopted; 

 6. Date on which the merger is to be effected; 

 7. Matters on the change of the articles of incorporation which is to be 

effected by the surviving company in consequence of the merger, if 

so determined; 

 8. The limit where each company makes a profit distribution due to the  

merger or the profit distribution in cash under Article 462-3 (1); and

 9. Where the directors, auditors or members of the audit committee who 

are to take offices in the company surviving after the merger are 

determined, their names and resident registration numbers.   

Article 524 (Written Agreement of Consolidation)

If a new company is to be formed by a merger, the written agreement 

of such merger shall contain the following particulars: <Amended by Act 

No. 6488, Jul. 24, 2001>

 1. With regard to the company to be formed, the matters set forth in 

Article 289 (1), 1 through 4, the class and the number if different 

classes of shares are to be issued and the place of the principal office;

 2. Total number, class, number per class of shares which are to be is- 

sued by the company to be incorporated as well as any other partic- 

ulars relating to the allotment of shares to the shareholders of each 

constituent company;

 3. Total amount of the capital and the reserve of the company to be  

formed;

 4. The amount payable to the shareholders of each constituent company, 

if so determined; 

 5. Particulars set forth in subparagraphs 5 and 6 of Article 523; and

 6. Where the directors, auditors or members of the audit committee who 

are to take offices in the company formed by a merger are determined, 

their names and resident registration numbers.

Article 525 (Written Agreement of Merger of Partnership Company or 

Limited Partnership Company)

(1) If, in case where one of the constituent companies, which survives 

after the merger, is a stock company or the company which is to be newly 

incorporated by the merger is a stock company, either or both of the 

constituent companies are a partnership company or limited partnership 
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company, the written agreement of such merger shall be made with the 

consent of all the members.

(2) Articles 523 and 524 shall apply mutatis mutandis to the written 

agreement of a merger under paragraph (1).

Article 526 (General Meeting for Reporting in Case of Merger)

(1) If one of the constituent companies survives after the merger, its 

directors shall without delay convene a general shareholders’ meeting  

at which they shall make a report on matters relating to the merger, 

after the procedures set forth in Article 527-5 has been completed, or 

after the consolidation of shares has taken effect if shares have been 

consolidated in consequence of the merger, or after disposal set forth in 

Article 443 has been effected by the surviving company if there are 

shares which are not fit for consolidation, or, in case of a small-scale  

merger, after the procedures under Article 527-3 (3) and (4) has been 

completed. <Amended by Act No. 5591, Dec. 28, 1998>

(2) A person who has subscribed for the new shares issued at the time 

of merger shall have the same rights as the shareholder at the general 

shareholders’ meeting under paragraph (1). <Amended by Act No. 5591, Dec. 

28, 1998>

(3) In case of paragraph (1), the board of directors may make a public 

notice in lieu of a report to the general shareholders’ meeting. <Newly  

Inserted by Act No. 5053, Dec. 29, 1995>

Article 527 (Inaugural General Meeting in Case of Consolidation)

(1) If a new company is to be incorporated by a merger, members of  

the organizing committees shall without delay convene an inaugural  

general meeting after the procedures set forth in Article 527-5 have been 

completed, or after the consolidation of shares has taken effect if shares 

have been consolidated in consequence of the merger, or after the dis- 

posal mentioned in Article 443 has been effected if there are shares which 

are not fit for consolidation. <Amended by Act No. 5591, Dec. 28, 1998>

(2) At the inaugural general meeting, a resolution for the amendment 

of the articles of incorporation may be adopted: Provided, That the 

resolution may not contradict the tenor of the agreement of such merger.

(3) Articles 308 (2), 309, 311, 312 and 316 (2) shall apply mutatis 

mutandis to the inaugural general meeting mentioned in paragraph (1).

(4) In case of paragraph (1), the board of directors may make a public 
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notice in lieu of a report to the general shareholders’ meeting. <Newly 

Inserted by Act No. 5591, Dec. 28, 1998>

Article 527-2 (Simplified Merger)

(1) Where one of the constituent companies of a merger survives, if there 

is the agreement of the total shareholders of a company to be extin-

guished due to the merger or 90/100 or more of the total issued and 

outstanding shares in such company are held by the surviving company, 

the approval of the general shareholders’ meeting of the company to be 

extinguished may be replaced by the approval of the board of directors 

of such company.

(2) In case of paragraph (1), a company to be extinguished due to a  

merger shall give public notice or make notification to the shareholders 

that the company shall be merged without approval by the general 

meeting of shareholders within two weeks after the written agreement 

of such merger was prepared: Provided, That the same shall not apply 

where the agreement of the total shareholders is obtained.

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 527-3 (Small-Scale Merger)

(1) Where the total number of new shares issued by the surviving com- 

pany of a merger does not exceed 5/100 of the total issued shares of  

the company, the approval of the general shareholders’ meeting of the 

company may be replaced by the approval of the board of directors of  

such company: Provided, That where there is a fixed amount to be paid 

to shareholders of a company to be extinguished in consequence of the 

merger, if the amount exceeds 2/100 of the amount of net assets exist- 

ing on the final balance sheet of the surviving company, this shall not 

apply.

(2) In case of paragraph (1), the written agreement of the merger of  

the surviving company shall include that the merger shall be effected 

without approval by the general meeting of shareholders.

(3) In case of paragraph (1), the surviving company shall make a public 

notice or notification to the shareholders of the trade name and seat of 

the principal office of the company to be extinguished, the date of the 

merger, and that the merger shall be effected without approval by the 

general meeting of shareholders within two weeks after the written 

agreement of the merger was prepared.
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(4) Where shareholders who own no less than 20/100 of the total issued 

shares of a company which continues to exist after a merger notify the 

company of their intention of dissenting from the merger in writing under 

paragraph (1) within two weeks after they received a public notice or 

notification under paragraph (3), the merger shall not be effected under  

the main sentence of paragraph (1).

(5) The provisions of Article 522-3 shall not apply to a case under the 

main sentence of paragraph (1).

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 527-4 (Terms of Office of Director and Auditor)

(1) Where one of the constituent companies of a merger survives, a di- 

rector or auditor of the surviving company who took office before the  

merger shall be retired when the regular general meeting, held in a set-  

tling term which comes first after the merger, is completed, except as 

otherwise prescribed by the written agreement of the merger.

(2) Deleted. <by Act No. 6488, Jul. 24, 2001>

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 527-5 (Procedures for Protection of Creditors)

(1) Within two weeks after a resolution of approval by the general 

meeting of shareholders is rendered under Article 522, a company shall 

give its creditors a public notice that an objection, if any, against the 

merger should be raised within a period of not less than one month and 

shall give a peremptory notice to the respective creditors known to the 

company.

(2) In the application of the provisions of paragraph (1), a resolution 

of approval by the board of directors shall, in case of Articles 527-2 and 

527-3, be deemed to be that by the general meeting of shareholders.

(3) The provisions of Article 232 (2) and (3) shall apply mutatis mu- 

tandis to a case under paragraphs (1) and (2).

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 527-6 (Ex Post Facto Notice of Documents on Merger)

(1) A director shall keep in the principal office written documents spec-

ifying the progress of procedures under Article 527-5, the date of merger, 

the value of property and amount of debts succeeded to from a company  

which is extinguished due to the merger, and other matters concerning 

the merger, for six months from the date of the merger.
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(2) The provisions of Article 522-2 (2) shall apply mutatis mutandis to 

documents under paragraph (1).

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 528 (Registration of Merger)

(1) In case of a merger, the registration of alteration by the surviving 

company, the registration of the dissolution by the company which ceases 

to exist in consequence of the merger and the registration set forth in 

Article 317 by the company which is newly incorporated by consolida- 

tion shall be effected within two weeks at the place of the principal office 

and within three weeks at the place of each branch office from the date 

of the closing of the general shareholders’ meeting or the date of a pub- 

lic notice in lieu of a report under Article 526, or from the date of the 

closing of the inaugural general meeting or the date of a public notice 

in lieu of a report under Article 527, as the case may be. <Amended by 

Act No. 5591, Dec. 28, 1998>

(2) If a surviving company or a company which is newly incorporated in 

consequence of a merger succeeds to convertible bonds or bonds with war- 

rants, the registration of bonds shall be effected simultaneously with  

the registration under paragraph (1). <Amended by Act No. 3724, Apr. 10, 1984>

Article 529 (Action for Nullification of Merger)

(1) The nullity of a merger may be asserted only through an action which 

shall be filed by each company’s shareholder, director, auditor, liquidator 

or bankruptcy trustee or creditor who has opposed the merger. <Amended 

by Act No. 3724, Apr. 10, 1984>

(2) The action under paragraph (1) shall be brought within six months 

from the day on which the registration under Article 528 has been 

effected.

Article 530 (Applicable Provisions)

(1) Deleted. <by Act No. 5591, Dec. 28, 1998>

(2) Articles 234, 235, 237 through 240, 329-2, 374 (2), 374-2 (2) 

through (5) and 439 (3) shall apply mutatis mutandis to the merger 

of a stock company. <Amended by Act No. 5053, Dec. 29, 1995; Act No. 5591, Dec. 

28, 1998; Act No. 6488, Jul. 24, 2001>

(3) Articles 440 through 444 shall apply mutatis mutandis to the con-

solidation or split of shares by reason of a merger of companies. <Amended 

by Act No. 5591, Dec. 28, 1998>
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(4) If shares are not consolidated, Articles 339 and 340 (3) shall apply 

mutatis mutandis to the pledges created over the shares of the company 

which ceases to exist in consequence of a merger.

SECTION 11  Division of Company

Article 530-2 (Division and Merger through Division of Company)

(1) A company may be divided to form one or several new companies.

(2) A company may merge with one or several existing companies 

through its division (hereinafter referred to as the “merger through 

division”).

(3) A company may be divided to form one or several new companies, 

which, in succession, may merge with other existing companies.

(4) A company after dissolution may be divided or merged through division 

only when an existing company becomes the surviving company or a new 

company is to be incorporated by such division or merger through division.

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 530-3 (Approval for Division Plan and Written Agreement of 

Merger through Division)

(1) A company which is to be divided or merged through division shall 

prepare a division plan or a written agreement of a merger through di-

vision, which shall be approved by the general meeting of shareholders.

(2) A resolution of approval under paragraph (1) shall be made in accor-

dance with Article 434.

(3) With respect to a resolution under paragraph (2), a shareholder 

under Article 370 (1) shall also have a voting right.

(4) A summary of a division plan or a written agreement of a merger 

through division shall be entered in a notice and public notice under Article 

363.

(5) Where a company which issued several classes of shares comes to 

inflict a loss to a class of shareholders due to division or a merger through 

division, the division or merger through division shall be subject to a 

resolution by the general meeting of such shareholders under Article 435.

(6) Where the liability of shareholders of each constituent company of 

division or a merger through division is to be increased due to such division 

or merger through division, such division or merger through division shall 
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be subject to an agreement from all of such shareholders in addition to 

a resolution under paragraphs (2) and (5).

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 530-4 (Incorporation of Company by Division)

(1) The provisions of Section 1 of this Chapter concerning the incorpo-

ration of a company shall apply mutatis mutandis to the incorporation 

of a company under Article 530-2.

(2) Notwithstanding paragraph (1), a company to be incorporated through 

division may be so incorporated even through investments made only 

by the company to be divided. In this case, the provisions of Article 299 

shall not apply where the shares of the company to be incorporated are 

issued to the shareholders of the company to be divided in proportion to 

their shares.
[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 530-5 (Entries in Division Plan)

(1) Where a company is to be incorporated through division, the following 

matters shall be entered in the division plan:

 1. Trade name, objective, and seat of the principal office of the company 

to be incorporated, and the method of public notice;

 2. Total number of shares which are to be issued by the company to be 

incorporated, and the par value per share;

 3. Total number, classes, and number per class of shares which are to be 

issued by the company to be incorporated at the time of such division;

 4. Matters concerning the allotment of shares by the company to be in-

corporated to the shareholders of a company to be divided, and the 

merger or split of shares pursuant to such allotment, if so deter-

mined;

 5. Amount to be paid to the shareholders of a company to be divided, 

if so determined;

 6. Matters concerning the capital and reserve of the company to be 

incorporated;

 7. Property to be transferred to the company to be incorporated and the 

value thereof;

 8. Matters determined pursuant to Article 530-9 (2), if any;

 9. Name and resident registration number of the director and auditor 

of the company to be incorporated, if so determined; and
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10. Other matters to be entered in the articles of incorporation of the 

company to be incorporated.

(2) Where a company continues to exist after its division, the following 

matters shall be entered in the division plan with respect to the surviving 

company:

 1. Amount of the capital and reserve to be decreased;

 2. Method of the decrease of capital;

 3. Property to be transferred due to the division and the value thereof;

 4. Total number of shares issued after the division;

 5. If the total number of shares to be issued by the company is decreased, 

the total number, classes, and number per class of shares to be de-

creased; and

 6. Other matters which cause any changes in the articles of incorpo-

ration.

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 530-6 (Entries in Written Agreement of Merger through Division)

(1) Where part of a company to be divided merges with another company 

and the other company (hereinafter referred to as the “other party to 

merger through division”) survives, the following matters shall be 

entered in the written agreement of the merger through division:

 1. If the other party to merger through division increases the total 

number of shares to be issued due to the merger through division, 

the total number, classes, and number per class of such shares;

 2. The total number, classes, and number per class of new shares to be 

issued by the other party to merger through division at the time of 

such merger;

 3. Matters concerning the allotment of shares by the other party to 

merger through division to the shareholders of the company to be 

divided, and the merger or split of shares pursuant to such allotment, 

if so determined;

 4. The amount to be paid by the other party to merger through division 

to the shareholders of the company to be divided, if so determined;

 5. Matters concerning the total amount of the capital and the reserve 

of the other party to merger through division to be increased;

 6. Property and the value thereof to be transferred by the company to 

be divided to the other party to merger through division;
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 7. The matters determined pursuant to Article 530-9 (3), if so deter-

mined;

 8. The date of the general meeting of shareholders on which the com-

panies concerned are to make a resolution under Article 530-3 (2);

 9. The date on which a merger through division is to be effected;

10. Name and resident registration number of the director and auditor 

of the other party to merger through division, if so determined; and

11. Other matters which cause the change of the articles of incorporation 

of the other party to merger through division.

(2) Where part of a company to be divided merges with another company 

or its part through division to incorporate a company, the following 

matters shall be entered in the written agreement of the merger through 

division:

 1. Matters provided for in Article 530-5 (1) 1, 2, and 6 through 10;

 2. The total number, classes, and number per class of shares to be issued 

by the company to be incorporated at the time of the merger through 

division;

 3. Matters concerning the allotment of shares by the companies con-

cerned to their shareholders, and provisions concerning the merger 

or split of shares pursuant to such allotment, if so determined;

 4. Property and the value thereof to be transferred by the respective 

companies concerned to the company to be incorporated;

 5. The amount to be paid by the respective companies concerned to 

their shareholders, if so determined;

 6. The date of the general meeting of shareholders on which the respe-

ctive companies concerned are to make a resolution under Article 

530-3 (2); and

 7. The date on which the merger through division is to be effected.

(3) The provisions of Article 530-5 shall apply mutatis mutandis to an 

entry concerning any part for which the respective companies concerned 

fail to effect the merger through division in case of paragraphs (1) and (2).

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 530-7 (Public Notice of Division Balance Sheet)

(1) The director of a company to be divided shall keep the following 

documents in the principal office from two weeks before the general 

meeting of shareholders is held under Article 530-3 (1), until six months 
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after the registration of division or the merger through division is 

effected:

 1. A division plan or written agreement of a merger through division;

 2. A balance sheet concerning the part to be divided;

 3. In case of a merger through division, the balance sheet of the other 

party to merger through division; and

 4. A document specifying reasons for the allotment of shares to be issued 

to the shareholders of a company to be divided.

(2) The director of the other party to merger through division under 

Article 530-6 (1) shall keep the following documents in the principal 

office from two weeks before the opening day of the general meeting of 

shareholders which is to approval the merger through division, until six 

months after the registration of the merger through division is effected:

 1. A written agreement of the merger through division;

 2. A balance sheet concerning the divided part of a company to be divided; 

and

 3. A document specifying reasons for the allotment of shares to be 

issued to the shareholders of a company to be divided.

(3) The provisions of Article 522-2 (2) shall apply mutatis mutandis 

to a document under paragraphs (1) and (2).

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 530-8 (Account concerning Division and Merger through Division)

Where a company which is incorporated due to a division or a merger 

through division or the other party to such merger through division ac-

quires a right of business, the acquisition value may be counted in the 

assets side of the balance sheet. In this case, at least an equally divided 

portion out of such amount shall be amortized in each settling term within 

five years after the registration of incorporation or merger through di-

vision is effected.

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 530-9 (Liability of Company after Division and Merger through 

Division)

(1) Companies which are incorporated or continue to exist due to a division 

or a merger through division shall be jointly and severally liable to satisfy 

the debts of the company before the division or merger through division.

(2) Notwithstanding paragraph (1), where a company to be divided in-
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corporates another company by means of division upon a resolution under 

Article 530-3 (2), it may be determined that the incorporated company 

bears only the debts related to property invested thereby from among the 

debts of the company to be divided. In this case, if the company to be 

divided continues to exist after the division, the company shall bear only 

the debts which the company incorporated due to the division fails to 

repay.

(3) In case of a merger through division, a company to be divided may, 

upon a resolution under Article 530-3 (2), determine that it bears only 

the debts, from among those of the company to be divided, related to 

property which an existing company financed due to the merger through 

division invests. In this case, the provisions of the latter part of para-

graph (2) shall apply mutatis mutandis.

(4) The provisions of Articles 439 (3) and 527-5 shall apply mutatis 

mutandis to a case under paragraph (2).
[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 530-10 (Effect of Division or Merger through Division)

A company which is incorporated or continues to exist due to a division 

or a merger through division shall succeed to the rights and duties of 

the company to be divided under the conditions prescribed by a division 

plan or written agreement of the merger through division.
[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 530-11 (Provisions to be Applied Mutatis Mutandis) 

(1) The provisions of Articles 234, 237 through 240, 329-2, 440 through 

444, 526, 527, 528, and 529 shall apply mutatis mutandis to division 

or a merger through division: Provided, That a member of the organizing 

committee under Article 527 shall be the representative director.

(2) The provisions of Articles 374 (2), 439 (3), 522-3, 527-2, 527-3 and 

527-5 shall apply mutatis mutandis to a merger through division. <Amended 
by Act No. 6086, Dec. 31, 1999>

[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]

Article 530-12 (Real Division)

The provisions of this Section shall apply mutatis mutandis where a 

company to be divided acquires the total number of shares of a company 

to be incorporated due to a division or a merger through division.
[This Article Newly Inserted by Act No. 5591, Dec. 28, 1998]
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SECTION 12  Liquidation

Article 531 (Appointment of Liquidators)

(1) Upon the dissolution of a company, except in the case of dissolution 

by a merger, division, merger through division, or bankruptcy, directors 

shall become the liquidators: Provided, That it shall not be the case 

if otherwise provided in the articles of incorporation or if other persons 

have been appointed at a general shareholders’ meeting. <Amended by 
Act No. 5591, Dec. 28, 1998>

(2) If there is no liquidator pursuant to paragraph (1), the court shall 

appoint a liquidator upon the application of any interested person.

Article 532 (Liquidator’s Report)

The liquidator shall make a report on the following matters to the court 

within two weeks from the date on which he has assumed office: <Amended 

by Act No. 5053, Dec. 29, 1995>

 1. Reason and date of dissolution; and

 2. Name, residence registration number and address of the liquidator.

Article 533 (Liquidator’s Duty to Investigate Company’s Property and 

to Report)

(1) After the liquidator has assumed office, he shall without delay in-

vestigate the status of the company’s property and shall prepare an in-

ventory list and a balance sheet and submit them to a general share-

holders’ meeting for approval.

(2) The liquidator shall without delay submit the inventory and balance 

sheet to the court after he has obtained the approval set forth in para-

graph (1).

Article 534 (Submission, Audit, Disclosure and Approval of Balance Sheet, 

Business Report and Supplementary Schedules)

(1) The liquidator shall prepare a balance sheet, supplementary sched-

ules and a business report four weeks before the day of the ordinary 

shareholders’ general meeting and submit them to the auditor.

(2) The auditor shall submit to the liquidator the audit report on the 

documents set forth in paragraph (1) one week before the day of the 

ordinary general shareholders’ meeting.

(3) The liquidator shall keep the documents set forth in paragraph (1) 

and the audit report set forth in paragraph (2) at the principal office 
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of the company from a week before the day of the ordinary general share-

holders’ meeting.

(4) Article 448 (2) shall apply mutatis mutandis to the documents set 

forth in paragraph (3).

(5) The liquidator shall submit the balance sheet and business report 

to the ordinary general shareholders’ meeting for approval.

[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 535 (Peremptory Notice to Creditors)

(1) The liquidator shall give peremptory notice to creditors of the com-

pany, by means of a public notice, at least two times within two months 

after he has assumed office, to the effect that the creditors present their 

claims within a fixed period and that any creditor failing to do so will be 

excluded from the liquidation: Provided, That such period shall be no 

less than two months.

(2) The liquidator shall give a peremptory notice demanding the pres-

enting of claims individually to each creditor known to the company, and 

such creditor shall not be excluded from the liquidation, even if he has 

failed to present his claim.

Article 536 (Discharge Within Period for Presenting Claims)

(1) The liquidator may not effect performance in favor of creditors during 

the period set for presenting their claims pursuant to Article 535 (1): 

Provided, That the company shall not be relieved of any such liability 

for damages as may be caused by the delay of performance.

(2) Notwithstanding paragraph (1), the liquidator may, with the per-

mission of the court, effect performance in respect of small claims, secured 

claims or any claims the discharge of which is not likely to prejudice any 

other creditors.

Article 537 (Discharge to Excluded Creditors)

(1) Creditors who have been excluded from the liquidation may demand 

performance only out of the surplus assets which have not yet been dis-

tributed.

(2) If distribution has been made to a part of shareholders, property 

which is necessary for distribution to other shareholders in equal pro-

portion thereto shall be deducted from the surplus assets mentioned in 

paragraph (1).

Article 538 (Distribution of Surplus Assets)
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The surplus assets shall be distributed among the shareholders in pro-

portion to the number of shares held by each shareholder: Provided, That 

this shall not apply in case of Article 344 (1).

Article 539 (Removal of Liquidator)

(1) A liquidator, except as appointed by the court, may be removed from 

office at any time by a resolution of a general shareholders’ meeting.

(2) If a liquidator is remarkably unfit for administrating the affairs of 

liquidation or has acted in contravention of his material duties, any 

shareholder who holds shares representing no less than 3/100 of the total 

issued and outstanding shares may apply to the court for removal of such 

liquidator from office. <Amended by Act No. 5591, Dec. 28, 1998>

(3) Article 186 shall apply mutatis mutandis to the action relating to 

the application under paragraph (2). <Amended by Act No. 5591, Dec. 28, 1998>

Article 540 (Completion of Liquidation)

(1) When the affairs of liquidation have been completed, the liquidator 

shall without delay prepare a statement of the settlement of accounts 

and submit it to a general shareholders’ meeting for approval.

(2) When the approval under paragraph (1) has been given, the company 

shall be deemed to have relieved the liquidator of his responsibility: 

Provided, That it shall not be the case where the liquidator have com-

mitted any dishonest act.

Article 541 (Preservation of Documents)

(1) The books of a company and all important documents relating to its 

business and liquidation shall be preserved for a period of ten years from 

the time when the registration of the completion of liquidation is effected 

at the place of the principal office: Provided, That the slips and similar 

documents shall be kept for five years. <Amended by Act No. 5053, Dec. 29, 1995>

(2) With regard to the preservation set forth in paragraph (1), the court 

shall appoint the custodian and shall determine the method of preser-

vation, upon the application of the liquidator or any other interested person.

Article 542 (Applicable Provisions)

(1) Articles 245, 252 through 255, 259, 260 and 264 shall apply mutatis 

mutandis to a stock company.

(2) Articles 362, 363-2, 366, 367, 373, 376 and 377, 382 (2), 386, 388 

through 394, 396, 398 through 408, 411 through 413, 414 (3), 449 (3), 

450 and 466 shall apply mutatis mutandis to the liquidator. <Amended 
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by Act No. 1212, Dec. 12, 1962; Act No. 3724, Apr. 10, 1984; Act No. 5591, Dec. 28, 1998>

CHAPTER Ⅴ  LIMITED LIABILITY COMPANY

SECTION 1 Incorporation

Article 543 (Preparation of Articles of Incorporation and Absolute Par-

ticulars to be Entered Therein)

(1) Members shall prepare the articles of incorporation for the incor- 

poration of a limited liability company. <Amended by Act No. 6488, Jul. 24, 2001>

(2) The articles of incorporation shall contain the following particulars 

and each member shall write his name and affix his seal or shall sign 

thereon: <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995; Act 

No. 6488, Jul. 24, 2001>

 1. Matters set forth in subparagraphs 1 through 3 of Article 179;

 2. Total amount of capital;

 3. Amount of each contribution unit;

 4. Number of contribution units by each member; and

 5. Place of the principal office.

(3) Article 292 shall apply mutatis mutandis to a limited liability 

company.

Article 544 (Particulars concerning Abnormal Incorporation)

The following particulars shall be effective upon being stated in the 

articles of incorporation:

 1. Name of the persons who is to make a contribution in kind and the 

type, quantity and value of the subject-matter of the contribution and 

the number of contribution units to be given in consideration thereof;

 2. Type, quantity and value of the property which was agreed to be 

transferred to the company after its incorporation and name of the 

transferor; and

 3. Expenses of incorporation which are to be borne by the company.

Article 545 (Limit Action on Total Number of Members)

(1) The total number of members of a company shall not exceed fifty: 

Provided, That it shall not be the case if the authorization of the court 

has been obtained where any special circumstances exist.

(2) Paragraph (1) shall not apply where the number of members is al- 



COMMERCIAL ACT

167

tered by succession or testamentary gift.

Article 546 (Limit Action on Total Amount of Capital and Amount of Each 

Contribution Unit)

(1) The total amount of capital of a company shall be at least ten million 

won. <Amended by Act No. 3724, Apr. 10, 1984>

(2) The amount of each contribution unit shall be no less than five thousand 

won and shall be equal. <Amended by Act No. 3724, Apr. 10, 1984>

Article 547 (Appointment of First Directors)

(1) Where the directors have not been designated by the articles of in-

corporation, a general members’ meeting shall be convened before the 

incorporation of the company and such directors shall be elected at such 

meeting.

(2) Each member may convene a general meeting mentioned in paragraph (1).

Article 548 (Payment for Contribution)

(1) Directors shall have the members pay the full amount of contributions 

or furnish the whole of the property which is the subject-matter of the 

contributions in kind.

(2) Article 295 (2) shall apply mutatis mutandis to the contributions in 

kind made by members.

Article 549 (Registration of Incorporation)

(1) The registration of incorporation of a limited liability company shall 

be effected within two weeks from the day on which payment for con-

tribution or performance of the contribution in kind set forth in the Article 

548 has been performed. <Amended by Act No. 5053, Dec. 29, 1995>

(2) In connection with the registration under paragraph (1), the following 

particulars shall be registered: <Amended by Act No. 5053, Dec. 29, 1995>

 1. Particulars set forth in subparagraphs 1, 2 and 5 of Article 179 and 

the place of branch office, if any;

 2. Particulars set forth in Article 543 (2) 2 and 3;

 3. Name, residence registration number and address of each director: 

Provided, That if the director representing the company is appointed, 

addresses of other directors shall be excluded;

 4. Name of the representative director, if any;

 5. Provisions pertaining to the joint representation of the company by 

two or more directors, if applicable;

 6. Duration or any other reason of dissolution of the company if any; 
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and

 7. Name and residence registration number of auditors, if any.

(3) In connection with the registration to be made at the place of the 

branch office or new branch office in the event that a limited liability 

company establishes or transfers a branch office, the matters as prescribed 

in paragraph (2) 1 and 3 through 6 shall be registered. <Newly Inserted 

by Act No. 5053, Dec. 29, 1995>

(4) Articles 181 through 183 shall apply mutatis mutandis to the registration 

of a limited liability company. <Amended by Act No. 1212, Dec. 12, 1962>

Article 550 (Liability of Members as of Incorporation concerning Contri-

bution in Kind)

(1) If the actual value of the property mentioned in subparagraphs 1 and 

2 of Article 544 as at the time of the incorporation of a company is 

substantially short of the value stated by the articles of incorporation, 

members as of incorporation shall be jointly and severally liable to pay 

such shortage to the company.

(2) The liability of members set forth in paragraph (1) may not be exempted. 

<Newly Inserted by Act No. 1212, Dec. 12, 1962>

Article 551 (Liability of Members as of Incorporation concerning Unpaid 

Amount of Contribution)

(1) If it is found after the formation of the company that the payment 

of the amount of contributions and the performance of contributions in 

kind has not been completed, the members, directors and auditors as of 

incorporation shall be jointly and severally liable to pay the amount unpaid 

or the value of property which has not been contributed to the company. 

<Amended by Act No. 1212, Dec. 12, 1962>

(2) The liability of members set forth in paragraph (1) may not be 

exempted. <Newly Inserted by Act No. 1212, Dec. 12, 1962>

(3) The liability of directors and auditors set forth in paragraph (1) may 

not be exempted without the consent of all members. <Newly Inserted by 

Act No. 1212, Dec. 12, 1962>

Article 552 (Action for Nullification or Revocation of Incorporation)

(1) The nullity of incorporation of a company may be asserted only by 

means of an action which shall be brought only by the members, directors 

or auditors and the revocation of incorporation of a company may be 

asserted only by means of an action which may be brought only by the 
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persons having the right of revocation, within two years from the date 

on which the company has come into existence.

(2) Articles 184 (2) and 185 through 193 shall apply mutatis mutandis  

to the action under paragraph (1).
[This Article Wholly Amended by Act No. 1212, Dec. 12, 1962]

SECTION 2  Rights and Duties of Members

Article 553 (Liability of Member)

Unless otherwise provided in this Act, the liability of a member shall be 

limited to the amount of his contribution to the company.

Article 554 (Share of Member)

Each member shall have share in the company in proportion to the number 

of his contribution units.

Article 555 (Instruments of Share)

A limited liability company may not issue instruments to order or bearer 

instruments with regard to the respective share of members.

Article 556 (Transfer of Share)

(1) A member may transfer the whole or a part of his share to any other 

person only if a resolution of a general members’ meeting is made pur-

suant to Article 585: Provided, That the restriction on transfer may be 

aggravated by the articles of incorporation.

(2) If the total number of members exceeds the limit mentioned in Article 

545, such transfer shall not be effective except in case of testamentary 

gift.

(3) Notwithstanding paragraph (1), the articles of incorporation may 

provide otherwise with regard to the transfer of share between members. 
<Amended by Act No. 1212, Dec. 12, 1962>

Article 557 (Requirement for Asserting Transfer of Share against Company 

and Third Person)

The transfer of share shall not be set up against the company and third 

persons unless the full name and address of the transferee and the number 

of contribution units subject to the transfer have been entered in the reg- 

ister of members.

Article 558 (Common Ownership of Share)

Article 333 shall apply mutatis mutandis where share belongs to two or 

more persons in common.
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Article 559 (Pledging of Share)

(1) Share may be pledged.

(2) Articles 556 and 557 shall apply mutatis mutandis to the pledge of 

share.

Article 560 (Provisions Applicable Mutatis Mutandis)

(1) The provisions of Articles 339, 340 (1) and (2), 341, 341-3, 342 and 

343 (1) shall apply mutatis mutandis to the share of members. <Amended 
by Act No. 3724, Apr. 10, 1984; Act No. 6086, Dec. 31, 1999>

(2) The provision of Article 353 shall apply mutatis mutandis to the notice 

or peremptory notice to members.

SECTION 3  Management of Company

Article 561 (Directors)

A limited liability company shall have one or more directors.

Article 562 (Representation of Company)

(1) A director shall represent the company.

(2) If there are two or more directors, the director who are to represent 

the company shall be elected at a general members’ meeting unless 

otherwise provided in the articles of incorporation.

(3) It may be determined by the articles of incorporation or a general 

members’ meeting that two or more directors shall jointly represent the 

company.

(4) Article 208 (2) shall apply mutatis mutandis to the cases under par-

agraph (3).

Article 563 (Representative in Action between Director and Company)

If a company files an action against any of its directors or where a director 

files an action against the company, a person who shall represent the 

company with regard to such action shall be elected at a general members’ 

meeting.

Article 564 (Determination on Management of Business, Transactions 

between Director and Company)

(1) If there are several directors, management of the company’s business, 

appointment or dismissal of a manager and establishment, transfer or 

closure of branch offices shall be determined by a majority vote of the 

directors, unless otherwise provided by the articles of incorporation. 
<Amended by Act No. 3724, Apr. 10, 1984>
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(2) Manager may be elected or removed at a general members’ meeting, 

notwithstanding paragraph (1). <Amended by Act No. 3724, Apr. 10, 1984>

(3) A director may enter into transactions with the company for his account 

or for the account of a third person only if he has obtained approval from 

the auditor or from the general members’ meeting in case of absence of 

the auditor. In this case, Article 124 of the Civil Act shall not apply. 
<Newly Inserted by Act No. 1212, Dec. 12, 1962>

Article 564-2 (Right to Injunction)

In case where a director acts in violation of Acts and subordinate stat- 

utes or the articles of incorporation and thereby an irreparable damage is 

likely to be caused to the company, the auditor or any member who holds 

contribution units representing not less than 3/100 of the total amount 

of capital may demand on behalf of the company that the director stop 

such an act.
[This Article Newly Inserted by Act No. 6086, Dec. 31, 1999]

Article 565 (Derivate Suits by Members)

(1) Any member who holds contribution units representing not less than 

3/100 of the total amount of the capital may demand that the company 

institute an action to enforce the liability of a director. <Amended by Act 
No. 6086, Dec. 31, 1999>

(2) The provisions of Articles 403 (2) through (7) and 404 through 406 

shall apply mutatis mutandis to the case under paragraph (1). <Amended 
by Act No. 5591, Dec. 28, 1998>

Article 566 (Keeping and Perusal of Documents)

(1) Directors shall keep at the principal office and at each branch office 

copies of the articles of incorporation and the minutes of the general 

members’ meetings and shall keep the register of members at the prin-

cipal office.

(2) The full name, address and number of contributions unit shall be 

entered in the register of members.

(3) Any member or creditor of the company may demand, at any time 

during business hours, the perusal or copying of the documents set forth 

in paragraph (1).

Article 567 (Provisions Applicable Mutatis Mutandis)

The provisions of Articles 209, 210, 382, 385, 386, 388, 395, 397, 399 

through 401, 407 and 408 shall apply mutatis mutandis to directors of 
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a limited liability company. In this case, the term “board of directors” 

in Article 397 shall be read as the “general members’ meeting”. <Amended 

by Act No. 1212, Dec. 12, 1962; Act No. 5591, Dec. 28, 1998; Act No. 6086, Dec. 31, 1999>

Article 568 (Auditors)

(1) A limited liability company may have one or more auditors in accor-

dance with the articles of incorporation.

(2) Article 547 shall apply mutatis mutandis where the articles of in-

corporation provide that the company shall have auditors.

Article 569 (Auditor’s Authority)

An auditors may at any time investigate the status of property and the 

affairs of the company and may request directors to report on the business 

operation.

Article 570 (Provisions Applicable Mutatis Mutandis)

The provisions of Articles 382, 385 (1), 386, 388, 400, 407, 411, 413, 

414 and 565 shall apply mutatis mutandis to auditors.

Article 571 (Convocation of General Members’ Meeting)

(1) A general members’ meeting shall be convened by directors unless 

otherwise provided in this Act: Provided, That a extraordinary general 

members’ meeting may be convened by auditor. <Amended by Act No. 1212, 
Dec. 12, 1962>

(2) In convening a general meeting, a notice in writing shall be dispatched 

to each member at least one week prior to the date set for such meeting: 

Provided, That this period may be shortened by the articles of incorporation.

(3) Articles 363 (2) and 364 shall apply mutatis mutandis to the con-

vocation of a general members’ meeting.

Article 572 (Demand for Convocation of General Meeting by Minority 

Members)

(1) Any member who holds contribution units representing no less than 

3/100 of the total amount of the capital may demand the convocation of 

a general meeting by filing with directors a written application which states 

the proposed subject-matters of such meeting and the reasons for which 

it is to be convened. <Amended by Act No. 6086, Dec. 31, 1999>

(2) Paragraph (1) may be provided otherwise by the articles of incor-

poration.

(3) The provisions of Article 366 (2) and (3) shall apply mutatis mu-

tandis in case of paragraph (1).
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Article 573 (Omission of Convocation Procedures)

A general meeting may be convened without the procedures set forth in 

Article 572, with the consent of all the members.

Article 574 (Quorum of General Meeting and Method of Resolution)

Unless otherwise provided by the articles of incorporation or this Act, 

all resolutions of a general members’ meeting shall be adopted by the 

presence of members holding a majority of votes and by a majority of 

affirmative votes of the members present.

Article 575 (Member’s Right to Vote)

Each member shall have one vote for each contribution unit: Provided, 

That the articles of incorporation may provide otherwise with regard to 

the number of votes.

Article 576 (Transfer of Business and Ex Post Facto Incorporation)

(1) A resolution of a general meeting under Article 585 shall be required 

for a limited liability company to effect the matters set forth in sub-

paragraphs 1 through 3 of Article 374.

(2) paragraph (1) shall apply mutatis mutandis where a limited liability 

company enters, within two years from its coming into existence, into 

an agreement to acquire, for value equivalent to not less than 1/20 of 

the capital, a property existing prior to its incorporation, which is pur- 

ported to be continuously used for purposes of its business.

Article 577 (Resolution in Writing)

(1) If a resolution of a general meeting is required, resolution in writing 

may be adopted, with the consent of all the members.

(2) If all the members have consented in writing to the matters consti- 

tuting the subject-matter of a resolution, such resolution shall be deemed 

to have been adopted in writing.

(3) A resolution in writing shall have the same effect as a resolution of 

a general meeting.

(4) The provisions regarding the general meeting shall apply mutatis 

mutandis to the resolutions in writing.

Article 578 (Provisions Applicable Mutatis Mutandis)

The provisions of Articles 365, 367, 368 (3) and (4), 369 (2), 371 (2), 

372, 373 and 376 through 381 shall apply mutatis mutandis to general 

members’ meeting.

Article 579 (Preparation of Financial Statements)
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(1) Directors shall, at each period for the settlement of accounts, prepare 

the following documents and annexed statements thereto:

 1. Balance sheet;

 2. Income statement; and

 3. Statement of appropriation of retained earnings of statements of dis-

position of deficit.

(2) If there are auditors, directors shall submit to auditors the documents 

under paragraph (1) four weeks before the day set for the ordinary general 

meeting.

(3) Auditors shall submit a audit report to directors within three weeks 

from the day on which they receive the documents under paragraph (2). 
[This Article Wholly Amended by Act No. 3724, Apr. 10, 1984]

Article 579-2 (Preparation of Business Report)

(1) Directors shall prepare a business report at each period for the 

settlement of accounts.

(2) Article 579 (2) and (3) shall apply mutatis mutandis to the business 

report under paragraph (1).
[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 579-3 (Keeping and Public Notice of Financial Statements)

(1) Directors shall keep the documents under Articles 579 and 579-2 and 

the business report at the principal office of the company for five years 

from a week before the day set for the ordinary general meeting.

(2) Article 448 (2) shall apply mutatis mutandis to the documents under 

paragraph (1).
[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 580 (Standard for Dividend)

Unless otherwise provided in the articles of incorporation, a dividend shall 

be made in proportion to the number of contribution units of each member.

Article 581 (Member’s Right to Peruse Account Books)

(1) Any member who hold contribution units representing no less than 

3/100 of the total amount of the capital may demand the perusal or copying 

of the account books and related documents. <Amended by Act No. 6086, Dec. 
31, 1999>

(2) A company may provide in the articles of incorporation that any member 

may make the demand under paragraph (1). In this case, the supple-

mentary schedules need not be prepared, regardless of Article 579 (1). 
<Amended by Act No. 3724, Apr. 10, 1984>
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Article 582 (Inspection of Business Affairs and Status of Property)

(1) If there is any dishonest act or any material fact in contravention 

of any Acts, subordinate statutes or the articles of incorporation in con-

nection with the management of the company’s affairs, any member who 

holds contribution units representing no less than 3/100 of the total amount 

of the capital may apply to the court for the appointment of an inspector 

to investigate the affairs of the company and the status of its property. 
<Amended by Act No. 6086, Dec. 31, 1999>

(2) The inspector shall report in writing on the results of the investigation 

to the court.

(3) The court may, if it deems it necessary after examining the report 

mentioned in paragraph (2), order auditors, or directors in the absence 

of auditors, to convene a general members’ meeting. In this case, Article 

310 (2) shall apply mutatis mutandis. <Amended by Act No. 1212, Dec. 12, 1962>

Article 583 (Provisions Applicable Mutatis and Mutandis)

(1) The provisions of Articles 449 (1) and (2), 450, 452, 453, 453-2, 457-2, 

458 through 460, 462, 462-3 and 466 shall apply mutatis mutandis to 

the accounting of a limited liability company. <Amended by Act No. 3724, Apr. 
10, 1984; Act No. 5053, Dec. 29, 1995; Act No. 6086, Dec. 31, 1999>

(2) The provision of Article 468 shall apply mutatis mutandis to the 

claims  arising out of the relations of employment between a limited liability 

company and its employees. <Amended by Act No. 6086, Dec. 31, 1999>

SECTION 4 Amendment of Articles of Incorporation

Article 584 (Method of Amendment of Articles of Incorporation)

In order to amend the articles of incorporation, a resolution of a general 

members’ meeting is required.

Article 585 (Special Resolution for Amendment of Articles of Incorporation)

(1) The resolution mentioned in Articles 584 shall be adopted by the 

affirmative votes of a majority of all the members and of 3/4 of the total 

votes.

(2) In the application of paragraph (1), a member who is not allowed 

to exercise his vote shall not be added to the number of all the members 

and the vote which may not be exercised shall not be added to the number 

of the total votes.

Article 586 (Resolution for Capital Increase)
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Even where the articles of incorporation does not provide for, the following 

matters, they may be determined by a resolution for capital increase:

 1. Name of the persons who is to make contribution type and the class, 

quantity and value of the subject-matter of such contribution in kind  

and the number of contribution units to be given in consideration thereof;

 2. Type, quantity and value of the property which was agreed to be 

transferred to the company after the capital increase is effected and 

the name of the transferor; and

 3. Name of the persons to whom the preemptive right to the capital con-

tribution is granted and the substance of such right.

Article 587 (Granting of Preemptive Right in Case of Capital Increase)

If a limited liability company promises to give a specified person the 

preemptive right to the capital contribution in case of the capital increase 

in the future, the resolution set forth in Article 585 shall be required.

Article 588 (Member’s Preemptive Right to Capital Contribution)

A member is entitled to subscribe for capital contribution with respect 

to the capital increase, in proportion to his share: Provided, That it shall 

not be the case where certain persons who shall subscribe for the capital 

contribution have been determined by the resolutions mentioned in Articles 

586 and 587.

Article 589 (Method of Subscription for Capital Contribution)

(1) In case of the capital increase, any person who intends to subscribe 

for the capital contribution shall enter the number of contribution units 

to be subscribed for and his address on an instrument certifying such 

subscription and he shall write his name and affix his seal or shall sign. 
<Amended by Act No. 5053, Dec. 29, 1995>

(2) A limited liability company shall not offer subscription for the capital 

contributions by means of advertisement or otherwise.

Article 590 (Status of New Subscriber of Contribution)

In case of the capital increase, the person who has subscribed for the 

capital contribution shall have the same rights as the existing member 

with regard to the dividend from the time of payment for the capital 

contribution and of the transfer of property which is the subject-matter 

of the contribution in kind.

Article 591 (Registration of Capital Increase)

A limited liability company shall effect the registration of alteration due 
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to the capital increase within two weeks at the place of the principal office, 

from the day on which the payment for the capital contribution or the 

performance of the contributions in kind in connection with such capital 

increase has been completed. <Amended by Act No. 5053, Dec. 29, 1995>

Article 592 (Effectuation of Capital Increase)

The increase in the capital shall take effect when the registration under 

Article 591 is effected at the place of the principal office.

Article 593 (Member’s Liability concerning Contribution in Kind)

(1) If the actual value of the property mentioned in subparagraphs 1 and 

2 of Article 586 as of the capital increase is substantially short of the 

value determined by the resolution for the capital increase, the members 

who have agreed to the resolution shall be jointly and severally liable 

to pay such deficit to the company.

(2) Articles 550 (2) and 551 (2) shall apply mutatis mutandis in case 

of paragraph (1). <Amended by Act No. 1212, Dec. 12, 1962>

Article 594 (Liability of Directors, etc. concerning Unsubscribed Capital 

Contributions, etc.)

(1) If there are contributions which have not yet been subscribed for after 

the capital increase, directors and auditors shall be deemed to have 

subscribed for such contributions jointly. <Amended by Act No. 1212, Dec. 12, 

1962>

(2) If full payment of the capital contributions or the transfer of property 

which is the subject-matter of contribution in kind has not been completed 

after the capital increase, directors and auditors are jointly and severally 

liable to pay such incomplete payment or the value of property yet to 

be transferred. <Amended by Act No. 1212, Dec. 12, 1962>

(3) Article 551 (3) shall apply mutatis mutandis in case of paragraph (1). 

<Amended by Act No. 1212, Dec. 12, 1962>

Article 595 (Action for Nullifying Capital Increase)

(1) The nullity of an capital increase may be asserted only by means of 

an action which shall be brought only by members, directors or auditors 

within six months from the day on which the registration under Article 

591 has been effected at the place of the principal office. <Amended by Act 

No. 1212, Dec. 12, 1962>

(2) Articles 430 through 432 shall apply mutatis mutandis in case of 

paragraph (1).
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Article 596 (Applicable Provisions)

Articles 334, 548, and 576 (2) shall apply mutatis mutandis to the increase 

in the capital. <Amended by Act No. 1212, Dec. 12, 1962>

Article 597 (Applicable Provisions)

Articles 439 (1) and (2), 443, 445 and 446 shall apply mutatis mutandis 

to the reduction of the capital.

SECTION 5  Merger and Change of Organization

Article 598 (Method of Merger)

A resolution of the general members’ meeting pursuant to Article 585 

shall be required for a merger involving a limited liability company.

Article 599 (Appointment of Members of Organizing Committee)

The members of the organizing committee pursuant to Article 175 shall 

be appointed by a resolution of a general members’ meeting set forth in 

Article 585.

Article 600 (Merger of Limited Liability Company and Stock Company)

(1) A merger between a limited liability company and a stock company, 

as a result of which a stock company survives or is newly incorporated, 

shall not take effect unless it has obtained the authorization of the court.

(2) In case of a merger between a limited liability company and a stock 

company which has not completed the redemption of the bonds, the surviving 

company or the company which is to be newly incorporated shall not be 

a limited liability company.

Article 601 (Subrogation)

(1) In case of a merger between a limited liability company and a stock 

company as a result of which a limited liability company survives or is 

newly incorporated, Article 339 shall apply mutatis mutandis to the pledge 

over the pre-existing shares of the stock company.

(2) In case of paragraph (1), a pledge over share shall not be asserted 

against the company or any other third person unless the number of con-

tribution units and the name and address of the pledgee have been entered 

in the register of members.

Article 602 (Registration of Merger)

In case of a merger involving a limited liability company, the registration 

of alteration by the limited liability company surviving after the merger, 
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the registration of dissolution by the limited liability company which ceases 

to exist in consequence of the merger and/or the registration under Article 

549 (2) by the limited liability company which is newly incorporated by 

the merger shall be effected within two weeks at the place of the principal 

office and within three weeks at the place of each branch office, from the 

date of the closing of the general members’ meeting held pursuant to 

Article 526 or 527, which are applied mutatis mutandis pursuant to Article 

603.

Article 603 (Applicable Provisions)

Articles 232, 234, 235, 237 through 240, 443, 522 (1) and (2), 522-2, 

523, 524, 526 (1) and (2), 527 (1) through (3), and 529 shall apply mutatis 

mutandis to the merger of a limited liability company. <Amended by Act 

No. 1212, Dec. 12, 1962; Act No. 3724, Apr. 10, 1984; Act No. 5591, Dec. 28, 1998>

Article 604 (Change of Organization of Stock Company to Limited Liability 

Company)

(1) By a resolution adopted at a general meeting by the unanimous con- 

sent of all the shareholders, a stock company may change its organi-  

zation into a limited liability company: Provided, That it shall not be 

the case where the redemption of the bonds has not been completed.

(2) In case of the change of organization mentioned in paragraph (1), 

the total amount of capital shall not exceed the amount of net assets 

existing in the company.

(3) The articles of incorporation and any other particulars necessary for 

the change of organization shall be determined by the resolution men- 

tioned in paragraph (1).

(4) Article 601 shall apply mutatis mutandis to the change of the orga-  

nization under paragraph (1).

Article 605 (Liability of Directors and Shareholders for Shortage in  

Amount of Net Assets)

(1) If, in case of change of the organization under Article 604, the  

amount of net assets which exists in the company is short of the total 

amount of the capital, directors and shareholders at the time of the re- 

solution mentioned in Article 604 (1) shall be liable to pay jointly and 

severally such amount of shortage to the company.

(2) Articles 550 (2), and 551 (2) and (3) shall apply mutatis mutandis  

in case of paragraph (1). <Amended by Act No. 1212, Dec. 12, 1962>



COMMERCIAL ACT

180

Article 606 (Registration of Change of Organization)

When a stock company has changed its organization in accordance with 

Article 604, the registration of the dissolution by the stock company and 

the registration under Article 549 (2) by the limited liability company 

shall be effected within two weeks at the place of the principal office and 

within three weeks at the place of each branch office.

Article 607 (Change of Organization of Limited Liability Company to Stock 

Company)

(1) By a resolution adopted at a general meeting by the unanimous 

consent of all the members, a limited liability company may change its 

organization into a stock company.

(2) In case of paragraph (1), the total amount of the issue price of shares 

which are to be issued at the time of change of the organization shall 

not exceed the amount of net assets existing in the company.

(3) The change of organization under paragraph (1) shall not take effect 

unless it obtains the authorization of the court.

(4) If, in the case of a change of organization mentioned in para- 

graph (1), the amount of net assets which exists in the company is short 

of the total amount of the issue-price of shares which are issued at the 

time of the change of organization, directors, auditors and members of 

the company at the time of the resolution under paragraph (1) shall be 

jointly and severally liable to pay such amount of shortage to the com- 

pany. In this case, Article 550 (2), and 551 (2) and (3) shall apply mu- 

tatis mutandis. <Amended by Act No. 1212, Dec. 12, 1962>

(5) Articles 340 (3), 601 (1), 604 (3) and 606 shall apply mutatis mu- 

tandis to the change of organization under paragraph (1).

Article 608 (Applicable Provisions)

Article 232 shall apply mutatis mutandis to the change of organization 

under Articles 604 and 607. <Amended by Act No. 3724, Apr. 10, 1984>

SECTION 6  Dissolution and Liquidation

Article 609 (Reasons for Dissolution)

(1) A limited liability company shall be dissolved for any of the following 

reasons: <Amended by Act No. 6488, Jul. 24, 2001>

 1. Reasons set forth in subparagraphs 1, and 4 through 6 of Article  
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227; and

 2. A resolution of a general members’ meeting.

(2) A resolution mentioned in paragraph (1) 2 shall be adopted according 

to Article 585.

Article 610 (Continuance of Company)

(1) Where a company has been dissolved by any of the reasons mentioned 

in subparagraph 1 of Article 227 or Article 609 (1) 2, the company may 

continue to exist by such resolution of the general members’ meeting as 

set forth in Article 585.

(2) Deleted. <by Act No. 6488, Jul. 24, 2001>

Article 611 (Applicable Provisions)

Article 229 (3) shall apply mutatis mutandis to the continuance of existence 

of a company under Article 610.

Article 612 (Distribution of Surplus Assets)

Unless otherwise provided in the articles of incorporation, the surplus 

assets shall be distributed among the members in proportion to the number 

of contribution units of each member.

Article 613 (Applicable Provisions)

(1) Articles 228, 245, 252 through 255, 259, 260, 264, 520, 531 through 

537, 540 and 541 shall apply mutatis mutandis to a limited liability 

company. <Amended by Act No. 1212, Dec. 12, 1962>

(2) Articles 209, 210, 366 (2) and (3), 367, 373 (2), 376, 377, 382 (2), 

386, 388, 399 through 402, 407, 408, 411 through 413, 414 (3), 450, 

466 (2), 539, 562 and 563, 564 (3), 565, 566, 571, 572 (1) and 581 

shall apply mutatis mutandis to the liquidator of a limited liability company. 
<Amended by Act No. 1212, Dec. 12, 1962; Act No. 3724, Apr. 10, 1984>

CHAPTER Ⅵ  FOREIGN COMPANIES

Article 614 (Appointment of Representative, Establishment of Business 

Office and Registrations thereof)

(1) A foreign company intending to engage in business in the Republic 

of Korea shall appoint a representative in the Republic of Korea and shall 

establish a business office.

(2) In case of paragraph (1), such foreign company shall, in respect of 

the establishment of its business office, effect the same registration as 
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that of a branch office of a company incorporated in the Republic of Korea 

either of the same kind or of the kind which it most closely resembles.

(3) For the registration under paragraph (1), such foreign company shall 

register the governing law under which it was incorporated and the name 

and address of its representative in the Republic of Korea.

(4) Articles 209 and 210 shall apply mutatis mutandis to such rep-

resentative of a foreign company. <Amended by Act No. 1212, Dec. 12, 1962>

Article 615 (Starting Point of Reckoning of Registration Period)

If the matters required to be registered in accordance with Article 614 

(2) and (3) took place in a foreign country, the period for registration 

shall be reckoned from the day on which a notice thereof arrived.

Article 616 (Prohibition of Conducting Continuous Transactions before 

Registration)

(1) A foreign company shall not engage in continuous transactions at the 

place of its business office before it has effected the registration set forth 

in Article 614.

(2) A person who has engaged in transactions in contravention of par-

agraph (1) shall be jointly and severally liable with the company for such 

transactions.

Article 617 (Applicable Laws)

A company incorporated in a foreign country shall, if it has established 

its principal office in the Republic of Korea or its main purpose is to engage 

in business in the Republic of Korea, be subject to the same provisions 

as a company incorporated in the Republic of Korea.

Article 618 (Applicable Provisions)

(1) Articles 335 through 338, 340 (1), 355 through 357, 478 (1), 479 

and 480 shall apply mutatis mutandis to the issuance of share certificates 

or certificates of bonds and to the transfer or pledging of such shares or 

the transfer of bonds conducted in the Republic of Korea by a foreign 

company.

(2) In case of paragraph (1), the first business office established in the 

Republic of Korea by a foreign company shall be deemed as its principal 

office.

Article 619 (Order to Close Business Office)

(1) In case where a foreign company has established its business office, 

the court may order such business office to be closed, on the application 
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of any interested person or public prosecutor, for any of the following 

reasons: <Amended by Act No. 1212, Dec. 12, 1962>

 1. If the objective of establishment of such business office is illegal;

 2. If such business office has, without justifiable reasons, failed to 

commence business within one year after the registration of estab-

lishment thereof was effected, discontinued business for a period of 

not less than one year or suspended payment without justifiable reasons; 

or

 3. If the representative of such foreign company or any other person 

managing the affairs thereof has violated Acts and subordinate stat-

utes or good morals and other social orders.

(2) Article 176 (2) through (4) shall apply mutatis mutandis in case of 

paragraph (1).

Article 620 (Liquidation of Properties Existing in Republic of Korea)

(1) If the court has ordered a business office of a foreign company to be 

closed in accordance with Article 619 (1), it may order the institution 

of proceedings for liquidation in respect of the whole of the company’s 

property existing in the Republic of Korea, upon the application of any 

interested person or ex officio. In this case, the court shall appoint a 

liquidator.

(2) Articles 535 through 537 and 542, except for those which are by 

nature inapplicable, shall apply mutatis mutandis to the liquidation  

under paragraph (1).

(3) Paragraphs (1) and (2) shall apply mutatis mutandis where a foreign 

company has voluntarily closed its business office.

Article 621 (Status of Foreign Company)

In connection with the application of other Acts, a foreign company shall 

be deemed to be a company incorporated in the Republic of Korea either 

of the same kind or of the kind which it most closely resembles, unless 

otherwise provided by Acts.

CHAPTER Ⅶ  PENAL PROVISIONS

Article 622 (Crimes of Special Misappropriation by Promoters, Di-

rectors, and Other Officers, etc.)

(1) If a promoter, managing member, director, member of audit committee, 
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auditor or acting director under Article 386 (2), 407 (1), 415 or 567, 

manager or other employee commissioned to undertake a certain class of 

matters or specified matters related to the business affairs of the company 

has obtained, or made a third party obtain, any pecuniary benefit by 

acting in breach of his duty and has thereby inflicted loss on the company, 

he shall be punished by an imprisonment not exceeding ten years or to a 

fine not exceeding thirty million won. <Amended by Act No. 3724, Apr. 10, 1984; 

Act No. 5053, Dec. 29, 1995; Act No. 6086, Dec. 31, 1999; Act No. 6086, Dec. 31, 1999>

(2) The same shall apply where a liquidator, acting liquidator under Article 

542 (2) and incorporator under Article 175 have committed an act 

mentioned in paragraph (1).

Article 623 (Crimes of Special Misappropriation by Representatives of 

Meeting of Bondholders, etc.)

If a representative of a meeting of bondholders or a person who was 

authorized to execute the resolutions thereof has obtained, or made another 

person obtain, any pecuniary benefit by acting in breach of his duty and 

has thereby inflicted loss on the bondholders, he shall be subject to an 

imprisonment not exceeding seven years or to a fine not exceeding twenty 

million won. <Amended by Act No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995>

Article 624 (Attempted Crimes of Special Misappropriation)

An attempt to commit any of the acts set forth in Articles 622 and 623 

shall be punishable.

Article 625 (Crimes of Endangering Company’s Property)

If any person set forth in Article 622 (1), inspector, notary public men-

tioned in Article 298 (3), 299-2, 310 (3) or 313 (2) (including managing 

attorney of an incorporated law firm and of a joint law & notary office; 

the same shall apply hereafter in this Chapter) or appraiser mentioned 

in Article 299-2, 310 (3), or 422 (1) has committed any of the following 

offenses, he shall be subject to an imprisonment not exceeding five years 

or to a fine not exceeding fifteen million won: <Amended by Act No. 3724, Apr. 

10, 1984; Act No. 5053, Dec. 29, 1995; Act No. 5591, Dec. 28, 1998>

 1. Making of a false report to, or concealing facts from, the court, the 

general meeting or promoters in respect of the subscription for shares 

or capital contribution, payment therefor, performance of contributions 

in kind, or any matter set forth in Article 290, subparagraph 4 of 

Article 416, or Article 544;
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 2. Wrongful acquisition of the ownership of share or shares in the company 

or of the pledge right with respect thereto, for the account of the 

company, irrespective of the name they have used in doing so;

 3. Distribution of profits or interests in contravention of Acts, subor-

dinate statutes or the articles of incorporation; and

 4. Disposal of the company’s property for speculative transactions, outside 

the ordinary course of the company’s business.

Article 625-2 (Crimes of Violating Share Acquisition Restriction, etc.)

If a person set forth in Article 635 (1) has violated Article 342-2 (1) or 

(2), he shall be subject to a fine not exceeding twenty million won. 

[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 626 (Crimes of False Reporting)

If a director, member of audit committee, auditor or acting director 

under Article 386 (2), 407 (1), 415 or 567 has made a false reporting 

to, or has concealed facts from, the court or the general meeting with 

respect to the amount of net assets under Article 604 (2) or 607 (2) 

in case of a change of organization pursuant to Article 604 or 607, he 

shall be punished by an imprisonment not exceeding five years or to a fine 

not exceeding fifteen million won. <Amended by Act No. 3724, Apr. 10, 1984; Act 
No. 5053, Dec. 29, 1995; Act No. 6086, Dec. 31, 1999>

Article 627 (Crimes of Using Documents Containing Misstatements)

(1) If a person set forth in Article 622 (1), representative of a foreign 

company or person who is commissioned to offer shares or bonds has used 

the subscription forms for shares or bonds, prospectus, advertisements 

or any other documents relating to an offering of shares or bonds, which 

contained misstatements as to material facts in connection with such 

offering, he shall be punished by an imprisonment not exceeding five  

years or to a fine not exceeding fifteen million won. <Amended by Act No. 
3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995>

(2) The same shall apply where a person who offers shares or bonds for 

sale has used documents related to such sale containing misstatements 

as to material facts pertaining to such sale.

Article 628 (Crimes of Disguised Payment)

(1) If a person set forth in Article 622 (1) has committed an act of 

disguising the payment for the subscription price or the fulfillment of the 

contribution in kind, he shall be subject to an imprisonment not exceeding 



COMMERCIAL ACT

186

five years or to a fine not exceeding fifteen million won. <Amended by Act No. 
3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995>

(2) The same shall apply to a person who have consented to or has 

mediated an act mentioned in paragraph (1).

Article 629 (Crimes of Excessive Issuance)

If promoters, directors or acting directors under Article 386 (2) or 407 (1) 

have issued shares in excess of the total number of shares authorized 

to be issued by the company, they shall be subject to an imprisonment 

not exceeding five years or to a fine not exceeding fifteen million won. 
<Amended by Act No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995>

Article 630 (Crimes of Corruption in Office by Promoters, Directors or 

Other Officers)

(1) If a person set forth in Articles 622 and 623, inspector or notary 

public under Article 298 (3), 299-2, 310 (3) or 313 (2) or appraiser under 

Article 299-2, 310 (3), or 422 (1) has received, demanded or promised 

any pecuniary benefit, in response to unlawful solicitation in connection 

with their duties, he shall be subject to an imprisonment not exceeding 

five years or to a fine not exceeding fifteen million won. <Amended by Act 
No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995; Act No. 5591, Dec. 28, 1998>

(2) The same shall apply to a person who has promised, delivered or 

manifested an intention for delivery of pecuniary benefits mentioned in 

paragraph (1).

Article 631 (Crimes of Bribery in Relation to Disturbing Exercise of 

Rights, etc.)

(1) If any person has received, demanded or promised pecuniary benefits 

in response to unlawful solicitations in connection with the following 

matters, he shall be subject to an imprisonment not exceeding one year 

or to a fine not exceeding three million won: <Amended by Act No. 1212, Dec. 
12, 1962; Act No. 3724, Apr. 10, 1984; Act No. 5053, Dec. 29, 1995; Act No. 5591, Dec. 28, 

1998; Act No. 6086, Dec. 31, 1999>

 1. Making a statement or exercising voting rights at the inaugural gen- 

eral meeting, general members’ meetings, general shareholders’ 

meetings or meetings of bondholders;

 2. Bringing an action set forth in Part Ⅲ or exercising the rights of 

shareholders representing no less than 1/100 or 3/100 of the total 

issued and outstanding shares, the rights of bondholders repre- 

senting no less than 10/100 of the total amount of the bonds or the 
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rights of members having contribution units representing no less 

than 3/100 of the capital; and

 3. Exercising any right set forth in Article 402 or 424.

(2) The same shall apply to a person who has promised, delivered or 

manifested an intention for delivery of pecuniary benefits mentioned in 

paragraph (1).

Article 632 (Concurrent Imposition of Imprisonment and Fine)

Punishments of Imprisonment and fine set forth in Articles 622 through  

631 may be concurrently imposed.

Article 633 (Confiscation and Additional Collection)

In case of Article 630 (1) or 631 (1), the benefits received by the offender 

shall be confiscated. If it is wholly or partly impossible to confiscate such, 

the value thereof shall be collected from the offender.

Article 634 (Crimes of Evading Liability for Payment on Shares)

If a person who has subscribed for shares or contribution units by using 

another person’s name or a fictitious name in order to evade the liability 

for payment of the subscription price, he shall be subject to an im-

prisonment not exceeding one year or to a fine not exceeding three million 

won. <Amended by Act No. 3724. Apr. 10, 1984; Act No. 5053, Dec. 29, 1995>

Article 634-2 (Crimes of Granting Benefits in Connection with Exercise 

of Shareholder’s Rights)

(1) If a director, member of audit committee, auditor, acting director  

under Article 386 (2), 407 (1) or 415, manager or other employee has 

granted pecuniary benefits on the company’s account in connection with 

the exercise of shareholder’s rights, he shall be subject to an imprison- 

ment not exceeding one year or to a fine not exceeding three million won. 
<Amended by Act No. 5053, Dec. 29, 1995; Act No. 6086, Dec. 31, 1999>

(2) The same shall apply to a person who has received, or made another 

person deliver, the benefits under paragraph (1).
[This Article Newly Inserted by Act No. 3724, Apr. 10, 1984]

Article 635 (Offences Subject to Fine for Negligence)

(1) If a promoter, incorporator, managing member, director, auditor, 

member of audit committee, representative of a foreign company, in- 

spector, notary public under Article 298 (3), 299-2, 310 (3) or 313 (2), 

appraiser under Article 299-2, 310 (3), or 422 (1), manager, liquidator, 

transfer agent, company which was commissioned to offer bonds for sub-
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scription, its successor or acting director under Article 386 (2), 407 (1), 

415, 542 (2) or 567 has committed any of the following offenses, he shall 

be subject to a fine for negligence not exceeding five million: Provided, 

That this shall not apply where a criminal penalty is imposed against 

such an act: <Amended by Act No. 1212, Dec. 12, 1962; Act No. 3724, Dec. 1984; Act 
No. 5053, Dec. 29, 1995; Act No. 5591, Dec. 28, 1998; Act No. 6086, Dec. 31, 1999>

 1. Neglecting to effect any of the registrations set forth in this Part;

 2. Neglecting to give any public notices or any other notices prescribed 

in this Part or making a dishonest public or other notices;

 3. Disturbing any inspection or investigation pursuant to this Part;

 4. Refusal to permit the inspection or copying of documents or to deliver 

a transcript or an abstract thereof in contravention of this Part, with- 

out justifiable reason;

 5. Making a false reporting to, or concealing facts from, the govern- 

ment authorities, general meetings or meetings of bondholders;

 6. Failure to state in share certificates, certificates of bonds or certifi- 

cates for preemptive rights any of the required particulars or making 

a misstatement therein;

 7. Failure to effect entry of a change of holders in the register of share-

holders, without justifiable reason; 

 8. Neglecting to take procedure for the appointment of directors and 

auditors, if the remaining directors or auditors in office become fewer 

than the minimum number prescribed in the Acts or in the articles 

of incorporation;

 9. Failure to state any particulars required to be stated in the articles 

of incorporation, the register of shareholders or the part of a set thereof, 

the register of members, the register of bonds or the part of a set thereof, 

the minutes, the property list, the balance sheet, the business report, 

the operation report, the income statements, the statements of ap-

propriation of retained earnings or the statements of disposition of 

deficits, the reports on the settlement of accounts, account books, the 

supplementary schedules mentioned in Article 447, 534, 579 (1) 

or 613 (1) or the audit report or making misstatements therein;

10. Neglecting or refusing to hand over the business undertaking to a 

liquidator appointed by the court;

11. Fixing the unduly prolonged period set forth in Article 247 (3), 535 
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(1) or 613 (1), for the purpose of delaying the completion of liquidation;

12. Neglecting to apply for an adjudication of bankruptcy in contravention 

of Article 254 (4), 542 (1) or 613 (1);

13. Inviting public subscriptions for contribution in contravention of 

Article 589 (2);

14. Merger, division, or merger through division of companies, change 

of organization, disposal of the company’s property or reduction of its 

capital, in contravention of Article 232, 247 (3), 439 (2), 527-5, 

530 (2), 530-9 (4), 530-11 (2), 597, 603 or 608;

15. Distribution of the properties of a company in contravention of Article 

260, 542 (1) or 613 (1);

16. Failure to prepare subscription forms for shares or bonds, certificates 

of preemptive rights or to state therein the required particulars or 

making misstatements therein, in contravention of Article 302 (2), 

347, 420, 420-2, 474 (2) or 514 (1);

17. Neglecting to take the procedures for cancellation of shares or con-

tribution units or to effect the disposition of pledge rights over the 

shares or contribution units, in contravention of Article 342 or 560 (1);

18. Retirement of shares or contribution units in contravention of Article  

343 (1) or 560 (1);

19. Issuance of share certificates in contravention of Article 355 (1) and 

(2) or 618;

19-2. Failure to enter in the register of shareholders, in contravention 

of Article 358-2 (2);

19-3. Failure to make a subject-matter of the general meeting of share-

holders the matters which shareholders propose, in contravention of 

Article 363-2 (1) or 542 (2);

20. Failure to convene a general meeting in contravention of an order of 

the court rendered in accordance with Article 365 (1) and (2), 578, 

467 (3) or 582 (3) or convening a general meeting at a place other 

than that set forth in the articles of incorporation or convening such 

meeting in contravention of Article 363, 364 or 571 (2) and (3);

20-2. Failure to give the notice or public notice on the contents and method 

of exercise of the appraisal right or giving a false notice or public 

notice, in contravention of Article 374 (2), 530 (2), or 530-11 (2);

21. Failure to keep books or documents in contravention of Article 396 
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(1), 448 (1), 510 (2), 522-2 (1), 527-6 (1), 530-7, 534 (3), 542 (2), 

566 (1), 579 (3), 603 or 613;

21-2. Refusal of the investigation of the auditor or the member of audit 

committee without any justifiable reason, in contravention of Article 

412-4 (3);

22. Failure to set aside a reserve or misuse thereof, in contravention of 

Articles 458 through 460 or 583;

22-2. Failure to pay the dividend within the period set forth in Article 

464-2 (1);

23. Offering bonds or failure to redeem old bonds, in contravention of 

Article 470;

24. Issuance of bond certificates in contravention of Article 478 (1) or 618;

25. Discharge of any obligation in contravention of Article 536 or 613 (1);

26. Failure to comply with an order of the court rendered pursuant to 

Article 619 (1); and

27. Issuance of instruments in bearer or non-bearer form with respect to 

contribution units, in contravention of Article 555.

(2) The same shall apply where a promoter or director has transferred 

any right deriving from the subscription of shares.

Article 636 (Business in Name of Company prior to its Registration, etc.)

(1) A person who has engaged in business in the name of a company before 

its incorporation shall be subject to a fine for negligence equivalent to 

two times the sum of the registration tax for the registration of incor-

poration of the company.

(2) Paragraph (1) shall apply mutatis mutandis where a person has violated 

Article 616 (1).

Article 637 (Application of Penal Provisions to Juristic Person)

If any person set forth in Article 622, 623, 625, 627, 628 or 630 (1) is 

a juristic person, the penal provisions under this Chapter shall apply to 

the directors or auditors who have committed such acts or other members 

or managers who has managed the affairs of the company.

PART Ⅳ  INSURANCE

CHAPTER Ⅰ  COMMON PROVISIONS
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Article 638 (Definition)

A contract of insurance shall take effect when the parties agree that one 

shall pay the premium as agreed, and that the other shall provide a certain 

sum of money or its equivalent in kind upon the occurrence of uncertain 

events against the property, life or body of the former.

Article 638-2 (Effectuation of Insurance Contract)

(1) When an insurer receives from a policyholder a payment of the whole 

or a part of the amount equivalent to the premium, as well as an application 

for an insurance contract, it shall dispatch to him a notice on whether 

it accepts the application or not within thirty days unless otherwise 

stipulated. If the insured of a personal insurance contract is to undergo 

a physical examination, however, the period shall run from the day on 

which he does it.

(2) If the insurer neglects to dispatch a notice on whether or not it accepts 

such an application within the period in the paragraph (1), it shall be 

considered to have accepted the application.

(3) Where the insurer receives from a policyholder the whole or a part 

of the amount equivalent to the premium, as well as an application for 

an insurance contract, if any event specified in the insurance contract 

has taken place before it accepts the application, it shall assume contractual 

obligations unless it has any reason to refuse the application: Provided, 

That this shall not apply where the insured of a personal insurance contract 

is to undergo a physical examination, but fails to do so.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 638-3 (Obligation to Deliver and specify Standard Insurance Terms)

(1) When an insurer enters into an insurance contract, it shall deliver 

the standard insurance terms to the policyholder, and inform him of their 

important contents.

(2) If the insurer violates the provisions of paragraph (1), the policyholder 

may cancel the contract within one month after the contract is made.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 639 (Insurance for Benefit of Third Party)

(1) The policyholder may effect a contract of insurance for the benefit 

of a third party with or without a mandate of, specified or unspecified, 

the third party: Provided, That in the case of the non-life insurance 

contract, if there is no mandate of a third party, the policyholder shall 
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inform the insurer thereof, and if he fails to do so, he may not stand 

against the insurer by the reason that the third party does not know the 

fact that the insurance contract was made. <Amended by Act No. 4470, Dec. 

31, 1991>

(2) In the case of paragraph (1), the third party shall be necessarily entitled 

to the benefits of the contract: Provided, That in case of the non-life 

insurance contract, if the policyholder has compensated the third party 

for the loss caused by the occurrence of the insured event, he may claim 

from the insurer the payment of the insured amount to the extent that 

it does not infringe upon the third party’s right. <Newly Inserted by Act No. 

4470, Dec. 31, 1991>

(3) In the case of paragraph (1), the policyholder is liable for paying the 

premium to the insurer: Provided, That if the policyholder has been 

adjudged bankrupt or has delayed the payment of the premium, the third 

person is also liable for paying the premium in so far as the third party 

does not waive his rights. <Amended by Act No. 4470, Dec. 31, 1991>

Article 640 (Delivery of Insurance Policy)

(1) When the insurance contract is made the insurer shall prepare an 

insurance certificate and deliver it to the policyholder without delay, except 

in case where the policyholder fails to pay the whole premium or its first 

installment. <Amended by Act No. 4470, Dec. 31, 1991>

(2) Where the existing insurance contract is extended or altered, the 

insurer may be exempt from the delivery of a insurance certificate by 

writing down the extension or alteration on the existing insurance cer-

tificate. <Newly Inserted by Act No. 4470, Dec. 31, 1991>

Article 641 (Effect of Objection Agreement in respect of Insurance Cer-

tificate)

The parties to a contract of insurance may agree that they may raise any 

objection to the correctness of the contents of the insurance certificate 

within a certain period from the day of the delivery of the insurance 

certificate. The period shall not be less than one month.

Article 642 (Demand for Reissuance of Insurance Certificate)

If the policyholder has lost or has grossly damaged the insurance certificate, 

he may demand the insurer to reissue the insurance certificate. The 

expenses arising out of making the insurance certificate shall be borne 

by the policyholder.
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Article 643 (Retroactive Insurance)

The parties to the insurance contract may agree that the commencement 

of cover shall be a certain time prior to the conclusion of the insurance 

contract.

Article 644 (Effect of Preexisting Insured Events)

If, at the time when a contract of insurance is made, the insured events 

has already occurred or will never occur, such a contract shall be null 

and void: Provided, That this shall not apply when both parties and the 

insured are not aware of it.

Article 645 Deleted. <by Act No. 4470, Dec. 31, 1991>

Article 646 (Effect of Facts Known to Agent)

If the contract of insurance was concluded through an agent, the principal 

is deemed as having been aware of the facts which the agent knew.

Article 647 (Request for Reduction of Premium upon Cessation of Certain 

Risks)

Where the parties to a insurance contract agreed on the premium in 

consideration of certain risks, if such risks have ceased to exist during 

the period of insurance, the policyholder may demand that the premium 

be reduced for the future.

Article 648 (Request for Return of Premium upon Nullifying of Insurance 

Contract)

Where the whole or a part of a insurance contract is null and void, if 

the policyholder and the insured have acted in good faith and without 

gross negligence, the insurer may be demanded to return the whole or 

a part of the premium. The same shall apply where the policyholder and 

the beneficiary have acted in good faith and without gross negligence.

Article 649 (Voluntary Termination of Contract Prior to Occurrence of 

Insured Events)

(1) The policyholder may in the future terminate the whole or a part of 

the contract at any time before the insured events occur: Provided, That 

in the case of an insurance contract as prescribed in Article 639, the 

policyholder shall not terminate the contract without obtaining the consent 

of the third party or carrying the insurance certificate. <Amended by Act 

No. 4470, Dec. 31, 1991>

(2) In the case of an insurance policy by which the insured amount is 

not reduced despite the fact that the insurer has paid out insured event, 
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the policyholder may terminate the insurance contract even after the 

occurrence of the insured event. <Newly Inserted by Act No. 4470, Dec. 31, 1991>

(3) In the case of paragraph (1), unless otherwise agreed by the parties, 

the policyholder may demand the return of any unearned premium. <Amended 

by Act No. 4470, Dec. 31, 1991>

Article 650 (Effect of Payment and Delay of Premium)

(1) The policyholder shall pay the whole premium or its first installment 

without delay after the conclusion of the contract, and if the policyholder 

fails to pay it, the contract shall be considered to have been rescinded 

at the time of the lapse of two months after the contract is made, unless 

otherwise agreed.

(2) If premium installments are not paid at an agreed time, the insurer 

may demand the policyholder to pay them within a reasonable period 

specified, and if he fails to do so, the insurer may rescinded the contract.

(3) In the case of a policy effected on behalf of a specified third party, 

if the policyholder delays the payment of the premium, the insurer shall 

not rescind or terminate the contract without demanding also the third 

party to pay it within a reasonable time specified.
[This Article Wholly Amended by Act No. 4470, Dec. 31, 1991]

Article 650-2 (Reinstatement of Insurance Contract)

Where an insurance contract is terminated under Article 650 (2), and 

no refund for termination is paid, the policyholder may demand a re-

instatement of the contract by paying to the insurer delayed premium 

together with the agreed interest within a specified period. The provisions 

of Article 638-2 shall be applicable mutatis mutandis to this case.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 651 (Termination of Contract due to Breach of Duty of Disclosure)

If, at the time of making the insurance contract the policyholder or the 

insured, by fraud or gross negligence, fails to disclose or not to misrepresent 

material facts, the insurer may terminate the contract within one month 

after it knew the non-disclosure or misrepresentation or within three years 

after the contract was made: Provided, That this shall not apply where 

at the time of making the insurance contract the insurer knew the non-

disclosure or misrepresentation or by gross negligence failed to do so. 

<Amended by Act No. 4470, Dec. 31, 1991>

Article 651-2 (Effect of Question in Writing)
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Any fact about which the insurer makes written questions shall be presumed 

to material. [This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 652 (Notice on Alteration or Increase of Risks and Termination 

of Contract)

(1) If, during the cover period, the policyholder or the insured becomes 

aware of the fact that the possibility of the occurrence of the insured events 

has been substantially altered or increased, he shall give notice thereof 

to the insurer without delay. If the policyholder or the insured has neglected 

to do so, the insurer may terminate the contract within one month after 

it becomes aware of the fact.

(2) When the insurer is informed of an alteration or increase of the risks 

insured under paragraph (1), within one month it may demand an increase 

in the premium or rescind the contract.. <Newly Inserted by Act No. 4470, Dec. 

31, 1991>

Article 653 (Increases of Risks due to Intention or Gross Negligence of 

Policyholder, etc. and Termination of Contract)

If, during the cover period, the possibility of the occurrence of insured 

events has been substantially altered or increased by intention or gross 

negligence of the policyholder, of the insured, or of the beneficiary, the 

insurer may request an increase in the premium or terminate the contract 

within one month after it becomes aware of the fact. <Amended by Act No. 

4470, Dec. 31, 1991>

Article 654 (Adjudication of Insurer’s Bankruptcy and Prospective Ter-

mination of Contract)

(1) If the insurer has been adjudged bankrupt, the policyholder may 

terminate the contract.

(2) The contract of insurance which has not been terminated under the 

provisions of paragraph (1) shall lose its effect upon the lapse of three 

months after the adjudgment of bankruptcy. <Amended by Act No. 4470, Dec. 

31, 1991>

Article 655 (Termination of Contract and Right to Demand Insured 

Amount)

Even after the insured events have occurred, if the insurer has terminated 

the contract under the provisions of Articles 650, 651, 652 and 653, it 

is not liable for paying the insured amount and may demand the return 

of the insured amount which has been already paid: Provided, That this 
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shall not apply when it was proved that the occurrence of the insured 

events was not affected by the non-disclosure or misrepresentation or by 

a substantial alteration or increase of the risks insured. <Amended by Act 

No. 4470, Dec. 31, 1991>

Article 656 (Payment of Premium and Commencement of Liability of In-

surer)

Unless otherwise agreed by the parties, the insurer’s liability commences 

from the time when the initial premium has been paid.

Article 657 (Duty to Notify Occurrence of Insured Events)

(1) When the policyholder, the insured or the beneficiary becomes aware 

of the occurrence of insured events, he shall without delay dispatch the 

notice thereof to the insurer.

(2) If the loss is insured by the policyholder, the insured or the beneficiary’s 

neglects of the duty to notify as referred to in paragraph (1), the insurer 

shall not be liable for indemnification of the increased loss. <Newly Inserted 

by Act No. 4470, Dec. 31, 1991>

Article 658 (Payment of Insured Amount)

The insurer shall pay the insured amount to the insured or the beneficiary, 

if there is an agreed period for such a payment, within the agreed period, 

or if not, within ten days after determining the insured amount payable 

without delay on receiving the notification under Article 657 (1).
[This Article Wholly Amended by Act No. 4470, Dec. 31, 1991]

Article 659 (Reasons for Exemption of Liability)

(1) If the insured events have occurred due to intention or gross negligence 

of the policyholder, of the insured, or of the beneficiary, the insurer is 

not liable for paying the insured amount.

(2) Deleted. <by Act No. 4470, Dec. 31, 1991>

Article 660 (Exemption of Liability for Loss Caused by War, etc.)

If the insured events have been caused by war or other public disturbances, 

the insurer is not liable for paying the insured amount, unless otherwise 

agreed by the parties.

Article 661 (Reinsurance)

The insurer may make a contract of reinsurance with another insurer in 

regard to the liability which the former shall bear by the occurrence of 

the insured events. The contract of reinsurance shall not affect the validity 

of the original contract of insurance.
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Article 662 (Extinctive Prescription)

Two years’ absence of the exercise of the rights to demand the payment 

of the insured amount or the return of the premium or the reserve, or 

one year’s absence of the exercise of the right to demand the payment 

of the premium, shall make those rights extinguished.

Article 663 (Prohibition of Entering Special Agreement which is Disad-

vantageous to Policyholder, etc.)

The provisions of this Part shall not be changed as being disadvantageous 

to the policyholder, the insured or the beneficiary through an agreement 

by the parties: Provided, That this shall not apply in the case of re-

insurance, marine insurance and other similar types of insurance. <Amended 

by Act No. 4470, Dec. 31, 1991>

Article 664 (Applicable Provisions)

The provisions of this Part shall apply mutatis mutandis to mutual 

insurance to the extent that its nature is compatible with those provisions. 
<Amended by Act No. 4470, Dec. 31, 1991>

CHAPTER Ⅱ  NON-LIFE INSURANCE

SECTION 1  Common Provisions

Article 665 (Liability of Insurer of Non-Life Insurance)

The insurer of a contract of non-life insurance is liable for indemnifying 

the insured for the loss against his property caused by the occurrence 

of the insured events.

Article 666 (Non-Life Insurance Certificate)

The non-life insurance certificate shall contain the following particulars 

and the insurer shall write it’s name and affix his seal or shall sign 

thereon: <Amended by Act No. 4470, Dec. 31, 1991>

 1. The subject-matter insured;

 2. The nature of the insured events;

 3. The insured amount;

 4. The amount of the premium and the method of its payment;

 5. The time of commencement and termination of the cover period if there 

is an agreement thereupon;

 6. The reasons for nullity of the contract and forfeiture of the right;

 7. The domicile and full name or trade name of the policyholder;
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 8. The date of the contract of insurance; and

 9. The place in, and the date on, which the insurance certificate was 

made.

Article 667 (Non-Inclusion of Lost Profits, etc.)

The profit or remuneration which was expected by the insurer but lost 

by reason of the occurrence of the insured events shall not be included 

in the amount of loss for which the insurer should indemnify, unless 

otherwise agreed by the parties.

Article 668 (Subject-Matters of Insurance Contract)

Only such interests as can be estimated in a monetary sum may be a 

subject-matter insured contract.

Article 669 (Over-Insurance)

(1) If the insured amount substantially exceeds the value of the subject-

matter of a insurance contract, the insurer or the policyholder may demand 

a reduction of the premium and of the insured amount: Provided, That 

the reduction of the premium shall be effective for the future.

(2) The value mentioned in paragraph (1) shall be determined by reference 

to the value when a contract is made. <Amended by Act No. 4470, Dec. 31, 1991>

(3) The provisions of paragraph (1) shall apply where the insurable value 

has substantially decreased during the cover period.

(4) In the case of paragraph (1), if the conclusion of the contract was 

due to a fraud of the policyholder, such a contract shall be null and void: 

Provided, That the insurer may demand the premium due until it becomes 

aware of that fact.

Article 670 (Agreed Upon Valued Policy)

If the insurable value has been determined by the parties, it shall be 

presumed to have been determined as the value of the insured property 

at the time of the occurrence of the insured events: Provided, That if 

the insurable value determined substantially exceeds the value of the 

insured property at the time of the occurrence of the insured events, the 

latter shall be the insurable value.

Article 671 (Unvalued Policy)

If the insurable value has not been determined by the parties, the value 

of the insured property at the time of the occurrence of the insured events 

shall be the insurable value.

Article 672 (Double Insurance)
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(1) Where several insurance contracts have been made simultaneously 

or successively with regard to the same subject-matter insured contract 

and the same events, if the total of the insured amounts exceeds the 

insurable value, the individual insurer has a joint and several liability 

up to the amount insured by each one. In this case, each insurer’s liability 

for indemnification is subject to the ratio that the amount insured by each 

one has to the total insured amounts. <Amended by Act No. 4470, Dec. 31, 1991>

(2) Where several insurance contracts are made with regard to the same 

subject-matter insured contract and the same events, the policyholder 

shall notify each insurer of the contents of each insurance contract. 

<Amended by Act No. 4470, Dec. 31, 1991>

(3) The provision of Article 669 (4) shall apply mutatis mutandis to the 

contract of insurance under paragraph (1).

Article 673 (Double Insurance and Waiver of Right against One of Double 

Insurers)

If several contracts of insurance have been made in accordance with 

Article 672, the waiver of the rights against one insurer shall not affect 

the rights and duties of the other insurers. <Amended by Act No. 4470, Dec. 

31, 1991>

Article 674 (Partial Insurance)

If only a part of the insurable value has been insured, the insurer shall 

be liable for indemnification in proportion to the ratio of the insured 

amount to the insurable value: Provided, That if the parties agreed 

otherwise, the insurer shall be liable for indemnifying for such loss within 

the limit of the insured amount. <Amended by Act No. 4470, Dec. 31, 1991>

Article 675 (Liability for Indemnification in Case of Destruction of Subject-

Matter after Occurrence of Insured Events)

Where a loss to be borne by the insurer occurred against the subject-matter 

insured, the insurer shall not be relieved of its liability to indemnify for 

the loss already occurred, even though the subject-matter may have been 

subsequently destroyed by the occurrence of a event which was not insured 

by the insurer. <Amended by Act No. 1212, Dec. 12, 1962>

Article 676 (Basis for Determination of Amount of Loss)

(1) The amount of a loss for which an insurer is to indemnify shall be 

determined according to the value when and where the loss occurred: Pro-

vided, That if there is an agreement as otherwise determined by parties, 
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the amount of a loss may be calculated on the basis of the value of a 

new Article of the subject-matter of insurance. <Amended by Act No. 4470, 

Dec. 31, 1991>

(2) The expenses required for determining the amount of loss as referred 

to in paragraph (1) shall be borne by the insurer. <Amended by Act No. 4470, 

Dec. 31, 1991>

Article 677 (Deduction of Unpaid Premium from Indemnity)

If there is premium still to be paid, the insurer which is to indemnify 

for the loss may deduct the unpaid premium from the indemnity amount 

even if the date of the payment has not arrived.

Article 678 (Exemption of Liability for Indemnification)

The insurer is not subject to indemnify for any loss caused by the nature, 

defects or natural wear of the subject-matter of insurance.

Article 679 (Assignment of Subject-Matter of Insurance)

(1) When the insured has assigned the subject-matter of insurance, the 

assignee shall be presumed to have succeeded to the right and obligation 

under the contract of insurance. <Amended by Act No. 4470, Dec. 31, 1991>

(2) In the case as referred to in paragraph (1), the assignor or assignee 

of the subject-matter of insurance shall without delay notify the insurer 

of that fact. <Newly Inserted by Act No. 4470, Dec. 31, 1991>

Article 680 (Duty to prevent Loss)

(1) The policyholder and the insured shall endeavor to prevent and reduce 

loss: Provided, That the insurer shall be liable for paying the necessary 

or beneficial expenses incurred for that purpose and the amount of in-

demnity even though they exceed the insured amount. <Amended by Act 

No. 4470, Dec. 31, 1991>

(2) Deleted. <by Act No. 4470, Dec. 31, 1991>

Article 681 (Subrogation by Insurer concerning Subject-Matter of Insur-

ance)

If the subject-matter of insurance has been totally destroyed, the insurer 

which has paid the whole insured amount shall acquire the rights of the 

insured to the subject-matter: Provided, That in case where only a part 

of the insurable value has been insured, the rights which are to be acquired 

by the insurer shall be determined according to the ratio of the insured 

amount to the insurable value.

Article 682 (Subrogation by Insurer regarding Third Person)
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If the loss has been caused by the act of a third person, the insurer which 

has paid the insured amount shall acquire, to the extent of the amount 

paid, the rights of the policyholder or the insured against the third person: 

Provided, That if the insurer has provided a part of the insured amount 

payable, it may exercise such rights in so far as the rights of the insured 

are not prejudiced.

SECTION 2  Fire Insurance

Article 683 (Liability of Insurer of Fire Insurance)

The insurer of a contract of fire insurance shall be bound to indemnify 

for any loss arising from fire.

Article 684 (Indemnification for Loss caused by Measures such as Fire 

Extinguishing, etc.)

The insurer shall be bound to indemnify for any loss caused by the 

measures necessary for extinguishing fire or for decreasing loss.

Article 685 (Fire Insurance Certificate)

A fire insurance certificate shall, in addition to the particulars mentioned 

in Article 666, contain the following ones:

 1. If a building is the subject-matter of insurance, the location, structure 

and purpose of the building;

 2. If movables are the subject-matter of insurance, the condition and 

purpose of the place where they exist; and

 3. If the insurable value, if determined.

Article 686 (Subject-Matter of Aggregate Goods Insurance)

Where aggregate goods are collectively the subject-matter insured, goods 

of the insured’s family and employees shall be also included in the 

subject-matter insured. In this case, the insurance is deemed as concluded 

also for the benefit of the insured’s family and employee.

Article 687 (Idem)

Where aggregate goods are collectively the subject-matter insured, even 

if they are frequently replaced during the cover period, the goods existing 

at the time of the occurrence of the insured events shall be included in 

the subject-matter insured.

SECTION 3  Transport Insurance
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Article 688 (Liability of Insurer of Transport Insurance)

Unless otherwise agreed, the insurer of a contract of transport insurance 

shall be bound to indemnify for any loss which may arise between when 

the carrier receives the goods and when he delivers them to the consignee.

Article 689 (Insurable Value of Transport Insurance)

(1) In the insurance of the goods carried, the value of the goods when 

and where they were dispatched, the freight up to their destination, and 

other expenses involved shall constitute the insurable value.

(2) Profits to be expected through the arrival of the goods carried may 

be included in the insurable value only if there is an agreement to that 

effect.

Article 690 (Transport Insurance Certificate)

A transport insurance certificate shall, besides the particulars mentioned 

in Article 666, contain the following ones:

 1. The route and method of the carriage;

 2. The domicile and the name or trade name of the carrier;

 3. The place where the goods are to be received and delivered;

 4. The period allowed for the carriage, if determined; and

 5. The insurable value, if determined.

Article 691 (Interruption or Alteration of Carriage and Effect of Contract)

Unless otherwise agreed a contract of transport insurance shall not lose 

its effect, even though the carriage has been temporarily interrupted, or 

the route or method of the carriage has been altered, for the purpose of 

the carriage.

Article 692 (Intention or Gross Negligence of Carriage Assistant and Ex-

emption of Insurer’s Liability)

If the insured events have occurred by intention or gross negligence of 

the consignor or the consignee, the insurer shall not be bound to indemnify 

for the loss caused by such events.

SECTION 4  Marine Insurance

Article 693 (Liability of Insurer of Marine Insurance)

The insurer of a contract of marine insurance shall be bound to indemnify 

for loss which may be caused by the events connected with sea business. 

<Amended by Act No. 4470, Dec. 31, 1991>
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Article 694 (Indemnification of General Average Contribution)

The insurer shall be liable to compensate the insured for the amount to 

be contributed by the latter to the general average: Provided, That if the 

amount of the general average contribution relating to the subject-matter 

of insurance, exceeds the insurable value, the amount of the surplus 

contribution shall not be indemnified for. <Amended by Act No. 4470, Dec. 31, 

1991>

Article 694-2 (Indemnification for Salvage)

The insurer shall be bound to indemnify for salvage charges incurred by 

the insured in preventing any loss caused by the insured events: Provided, 

That if the salvage contribution of the object of the insurance exceeds 

the insurable value, the amount of the surplus contribution shall not be 

compensated.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 694-3 (indemnification for Special Expenses)

The insurer shall be bound to indemnify for extraordinary expenses 

incurred for the safety or preservation of the subject-matter of insurance 

within the limit of the insured amount.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 695 (Marine Insurance Certificate)

A marine insurance certificate shall, besides the particulars mentioned 

in Article 666, contain the following ones: <Amended by Act No. 4470, Dec. 
31, 1991>

 1. In case where a ship is insured, the name, nationality, type of the 

ship, and the scope of navigation;

 2. In case where a cargo is insured, the name, nationality and type of 

the ship, ports of loading and unloading, and the places of sending 

and arrival if determined; and

 3. The insurable value, if determined.

Article 696 (Insurable Value and Subject-Matter of Ship Insurance)

(1) In the insurance of a ship, the insurable value shall be the value of 

the ship at the time when the liability of the insurer commences.

(2) In the case mentioned in paragraph (1), a ship’s appurtenances, fuel, 

food, and all other things necessary for the navigation of a ship shall be 

deemed as included in the subject-matter insured. <Amended by Act No. 4470, 

Dec. 31, 1991>



COMMERCIAL ACT

204

Article 697 (Insurable Value of Cargo Insurance)

In the insurance of a cargo, the insurable value shall be the value of the 

cargo at the time and place of loading together with the expenses incurred 

for loading and insurance. <Amended by Act No. 1212, Dec. 12, 1962>

Article 698 (Insurable Value of Prospective Profit Insurance)

In the insurance of prospective profit or remuneration to be earned upon 

the arrival of the cargo, if the insurable value has not been determined 

by the contract, the insured amount shall be presumed to be the insurable 

value.

Article 699 (Commencement of Cover Period of Marine Insurance)

(1) If a ship is insured for each voyage, the cover period shall commence 

at the time the shipment of goods or ballast starts.

(2) If the cargo is insured, the cover period shall commence at the time 

the loading of goods starts: Provided, That if the place of sending the 

cargo is determined, the cover period commences at the time the transport 

starts therefrom.

(3) If the insurance contract is concluded under paragraph (1) or (2) after 

the loading of goods or ballast starts, the cover period shall commence 

at the time of the conclusion of the contract.
[This Article Wholly Amended by Act No. 4470, Dec. 31, 1991]

Article 700 (Termination of Cover Period of Marine Insurance)

In the case of paragraph (1) of Article 699, the cover period shall terminate 

at the time of the unloading of the goods and ballast at the port of arrival, 

and in case of paragraph (2) of the said Article, it shall terminate upon 

the delivery of the goods at the port of unloading or the place of arrival: 

Provided, That where unloading has been delayed by a cause other than 

an act of god, the cover period shall terminate when such an unloading 

is generally completed. <Amended by Act No. 4470, Dec. 31, 1991>

Article 701 (Effect of Change of Voyage)

(1) If a ship starts on a voyage from a port other than the port of departure 

as determined in the insurance contract, the insurer shall be discharged 

from its liability.

(2) If a ship starts on a voyage for a port other than the port of arrival 

as determined in the insurance contract, the provisions of paragraph (1) 

shall be also applicable.

(3) If the port of arrival as determined in the insurance contract is changed 
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after the liability of the insurer commenced, the insurer shall be discharged 

from its liability when the change is determined.
[This Article Wholly Amended by Act No. 4470, Dec. 31, 1991]

Article 701-2 (Deviation from Course)

If a ship deviates from the sea route as determined in the insurance contract 

without any justifiable reason, the insurer shall be discharged from its 

liability from the time of deviation. This provision shall also apply where 

the ship has regained her route before the occurrence of loss.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 702 (Effect of Delay in Departure or Voyage)

If the insured delays departure or voyage without any justifiable reason, 

the insurer shall be discharged from its liability for any insured events 

from the time of delay.
[This Article Wholly Amended by Act No. 4470, Dec. 31, 1991]

Article 703 (Effect of Change of Ship)

In the case of a cargo insurance, if the ship has been changed due to 

any cause attributable either to the policyholder or to the insured, the 

insurer shall be discharged from liability for any insured events from the 

time of change. <Amended by Act No. 4470, Dec. 31, 1991>

Article 703-2 (Effect of Transfer, etc. of Ship)

In case where a ship is insured, if any of the following causes exists, the 

insurance contract shall be terminated: Provided, That this shall not apply 

if otherwise agreed:

 1. Where the ship is transferred;

 2. Where the class of ship is changed; and

 3. Where the ship is undertaken by new management.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 704 (Floating Cargo Insurance of Undetermined Ship)

(1) If the ship in which the cargo is to be loaded has not been determined 

at the time of making the contract of insurance, the policyholder or the 

insured shall, when he becomes aware of the loading of the cargo, without 

delay dispatch a notice to the insurer of the name and nationality of the 

ship, and type, quantity and value of the cargo. <Amended by Act No. 4470, 

Dec. 31, 1991>

(2) If the notice as referred to in paragraph (1) has been neglected, the 

insurer may terminate the contract within one month after it becomes 
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aware of that fact. <Amended by Act No. 4470, Dec. 31, 1991>

Article 705 Deleted. <by Act No. 4470, Dec. 31, 1991>

Article 706 (Exemption of Marine Insurer’s Liability)

The insurer shall not be bound to indemnify for the following losses and 

expenses: <Amended by Act No. 4470, Dec. 31, 1991> 

 1. If the ship or the freight has been insured, any loss arising from the 

failure, at the time of departure, to make preparations necessary for 

safe voyage or to have necessary documents on board;

 2. If the cargo has been insured, any loss arising from fraud or gross 

negligence of the charterer, consignor, or consignee; and

 3. Pilotage dues, port charges, light dues, quarantine fees, and other 

ordinary expenses incurred for the ship or cargo in the course of the 

voyage.

Article 707 Deleted. <by Act No. 4470, Dec. 31, 1991>

Article 707-2 (Indemnification for Partial Loss of Ship)

(1) If a part of a ship which is damaged, is entirely repaired, the insurer 

shall be bound to indemnify for the expenses incurred for the repair up 

to the insured amount in respect of any one casualty.

(2) If a part of a ship which is damaged is only partially repaired, the 

insurer shall be bound to indemnify for the expenses incurred for the repair 

and the depreciation amount arising from the unrepaid damage.

(3) If a part of a ship which is damaged is not repaired, the insurer shall 

be bound to indemnify for the depreciation amount arising from the 

unrepaired damage.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 708 (Indemnification for Partial Damage of Cargo)

Where the cargo insured has arrived at the port of unloading in a damaged 

condition, the insurer shall be bound to indemnify for the lost part of 

the insurable value in proportion to the insurable value in a damaged 

condition as compared with one in a sound condition.

Article 709 (Indemnification for Damage due to Sale of Cargo)

(1) If the cargo insured has been sold in the course of the voyage by reason 

of an act of god, the insurer shall be bound to indemnify for the difference 

between the sale price deducted by the freight and other necessary 

expenses, and the insurable value.

(2) If, in the case of paragraph (1), the buyer does not pay the purchase 
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price, the insurer shall make its payment thereof. When he has made 

such payment, he shall acquire the rights of the insured against the buyer. 

<Amended by Act No. 4470, Dec. 31, 1991>

Article 710 (Causes for Abandonment)

In the following cases, the insured may abandon the subject-matter of 

insurance to the insurer and claim the whole insured amount: <Amended 

by Act No. 4470, Dec. 31, 1991>

 1. Where, as the insured loses the possession of his own ship or cargo 

due to an insured event, it is unrecoverable, or the expenses of its 

recovery are expected to exceed its value at the time it is recovered;

 2. Where, as the ship is substantially damaged due to an insured events, 

the expenses of its repair are expected to exceed its value at the time 

it is repaired; and

 3. Where, as the cargo is substantially damaged due to an insured event, 

the total sum of the expenses incurred for its repair and its trans-

portation to the destination are expected to exceed its value at the 

time it arrives at the destination.

Article 711 (Missing Ship)

(1) A ship shall be deemed as missing, when it is uncertain for two 

months whether she exists or not. <Amended by Act No. 4470, Dec. 31, 1991>

(2) In the case as referred to in paragraph (1), a total loss shall be 

presumed. <Amended by Act No. 4470, Dec. 31, 1991>

Article 712 (Continued Carriage of Cargo by Another Ship and Extinction 

of Right of Abandonment)

If, in the case of subparagraph 2 of Article 710, the master has, without 

delay, continued the carriage of the cargo by another ship, the insured 

shall not be allowed to abandon the cargo. <Amended by Act No. 4470, Dec. 

31, 1991>

Article 713 (Notice of Abandonment)

(1) If the insured elects to effect an abandonment, he shall dispatch a 

notice thereof to the insurer within a reasonable period. <Amended by Act 

No. 4470, Dec. 31, 1991>

(2) Deleted. <by Act No. 4470, Dec. 31, 1991>

Article 714 (Requisites for Exercise of Right of Abandonment)

(1) An abandonment shall be unconditional.

(2) An abandonment shall be effected in respect of the whole subject-matter 
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of insurance: Provided, That if the cause of abandonment has arisen only 

in respect of its part, only that part may be abandoned.

(3) In case where a part of the insurable value has been insured, an 

abandonment may be effected only according to the proportion which the 

insured amount bears to the insurable value.

Article 715 (Notice of Other Insurance Contract, etc.)

(1) The insured shall, when effecting an abandonment, notify the insurer 

of the existence either of any other contract of insurance covering the 

subject-matter insured or of any obligation with which it is charged with, 

and if any, its type and contents.

(2) The insurer may refuse to pay the insured amount until it has received 

the notice mentioned in paragraph (1). <Amended by Act No. 4470, Dec. 31, 1991>

(3) If the period for the payment of the insured amount has been agreed 

upon, the period shall be computed from the day on which the notice of 

paragraph (1) has been received.

Article 716 (Approval of Abandonment)

After the insurer has accepted abandonment, it shall not raise any objection 

thereto.

Article 717 (Refusal of Abandonment)

In case where the insurer has not accepted the abandonment, the insured 

shall not claim payment of the insured amount unless he proves the cause 

of abandonment.

Article 718 (Effect of Abandonment)

(1) The insurer shall, by virtue of the abandonment, acquire all the rights 

of the insured subject-matter insured.

(2) When the insured has effected an abandonment, he shall deliver all 

the documents relating to the subject-matter insured to the insurer.

SECTION 5  Liability Insurance

Article 719 (Liability of Insurer of Liability Insurance)

If the insured is liable for the loss of a third person caused by an insured 

event during the cover period, the insurer of a contract of liability insurance 

shall be bound to indemnify therefor.

Article 720 (Bearing Expenses Defrayed by Insured to Defend Himself)

(1) Necessary expenses, judicial or extra-judicial, incurred by the insured 



COMMERCIAL ACT

209

to defend himself against the claims of a third person shall be deemed 

to have been included in the subject-matter of insurance. The insured 

may demand from the insurer an advance payment of such expenses.

(2) If the insured can be relieved of the execution of judgment by furnishing 

a security or a deposit, he may demand the insurer to furnish a security 

or a deposit within the limit of the insured amount.

(3) Where the act of paragraph (1) or (2) has been effected by the 

instruction of the insurer, even if the amount of security or deposit plus 

the amount of loss exceeds the insured amount, the insurer shall be liable 

for them. <Amended by Act No. 4470, Dec. 31, 1991>

Article 721 (Subject-Matter of Business Liability Insurance)

If the liability in respect of the business which the insured manages is 

the subject-matter of insurance, the liability of the insured’s agent or 

business supervisor against a third person shall be deemed as included 

in the subject-matter of insurance.

Article 722 (Duty of the Insured to Notify Risk)

When a third person has demanded the insured to redress damage, he 

shall, without delay, give notice thereof to the insurer.

Article 723 (Notice of Payment, etc. by Insured and Payment of Insured 

Amount)

(1) When the insured has made a payment to a third person, approval 

or compromise with a third person and the insured’s obligation has been 

settled by a judgment, the insured shall, without delay, dispatch notice 

thereof to the insurer.

(2) Unless otherwise agreed as regards the period, the insurer shall pay 

the insured amount within ten days from the day on which he has received 

the notice of paragraph (1).

(3) Even though there is an agreement by which the insurer is relieved 

of its liability when the insured has without the consent of the insurer 

made payment to a third person, approval or compromise with him, the 

insurer shall not be relieved of its liability to indemnify unless such an 

act is grossly unreasonable.

Article 724 (Relations between Insurer and Third Person)

(1) The insurer shall not pay the whole or a part of the insured amount 

to the insured before a third person has been indemnified for any loss 

caused by accidents attributable to the insured.
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(2) A third person may directed demand the insurer to indemnify for any 

loss caused by accidents attributable to the insured, within the limit of 

the insured amount: Provided, That the insurer may stand against the 

third person with a defense which the insured has in connection with the 

accidents. <Amended by Act No. 4470, Dec. 31, 1991>

(3) The insurer shall, upon receiving a request under paragraph (2), without 

delay notify the insured of it. <Newly Inserted by Act No. 4470, Dec. 31, 1991>

(4) In the case of paragraph (2), the insured shall, upon a request from 

the insurer, cooperate in presenting necessary documents and evidence, 

making testimony, or calling a witness. <Newly Inserted by Act No. 4470, Dec. 

31, 1991>

Article 725 (Liability Insurance of Custodian)

If a lessee, or any person who holds in his custody anything belonging 

to another person, has insured it against damages which he may have 

to pay, its owner may directly demand the insurer to indemnify for the 

loss.

Article 725-2 (Several Liability Insurance)

where several liability insurance contracts have been simultaneously or 

successively concluded which are to indemnify for the loss sustained by 

the insured, who should pay damages to a third person for the same 

accident, if the total insured amount exceeds the amount of damages paid 

by the insured to the third person, the provisions of Articles 672 and 

673 shall apply mutatis mutandis.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 726 (Application to Reinsurance)

The provisions of this Section shall apply mutatis mutandis to a contract 

of reinsurance. <Amended by Act No. 4470, Dec. 31, 1991>

SECTION 6  Automobile Insurance

Article 726-2 (Liability of Insurer of Automobile Insurance)

The insurer of the automobile insurance contract shall be bound to indemnify 

for any loss caused by accidents which have occurred while the insured 

owns, uses or manages an automobile.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 726-3 (Automobile Insurance Certificate)

The automobile insurance certificate shall, besides the particulars men-
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tioned in Article 666, contain the following ones:

 1. Names, birth dates or trade names of the owner and other possessors 

of the automobile;

 2. Registration number, chassis number, type in year and mechanism 

of the insured automobile; and

 3. Value of the automobile, if determined.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 726-4 (Transfer of Automobile)

(1) If the insured transfers the automobile during the cover period, the 

transferee shall succeed to the rights and obligations under the insurance 

contract only in case where the transferee obtains the approval from the 

insurer.

(2) When the insurer is notified of the fact of transfer by the transferee, 

the insurer shall notify without delay whether it accepts or not, and if 

it fails to do so within ten days after the notification thereof, it shall 

be considered to have accepted.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

CHAPTER Ⅲ  PERSONAL INSURANCE

SECTION 1  Common Provisions

Article 727 (Liability of Insurer of Personal Insurance)

The insurer of a contract of personal insurance shall be liable for the 

payment of the insured amount and other benefits according as the contract 

of insurance provides, in case the insured events may arise in respect 

to life or body.

Article 728 (Personal Insurance Certificate)

A personal insurance certificate shall, besides the particulars mentioned 

in Article 666, contain the following ones: <Amended by Act No. 4470, Dec. 

31, 1991>

 1. The kind of contract of insurance;

 2. The domicile, full name and birth date of the insured; and

 3. The address, full name and birth date of the beneficiary of insurance, 

if such a beneficiary has been determined.

Article 729 (Prohibition of Subrogation by Insurer against Third Persons)

The insurer shall not subrogate and exercise the rights of the policyholder 
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and of the beneficiary arisen through the insurance risks against the third 

persons: Provided, That in case of accident insurance contract, if there 

is a special stipulation between parties, the insurer may be subrogated 

in the position of the insured to exercise of any right of the insured, to 

the extent that it is unprejudicial to such right. <Amended by Act No. 4470, 

Dec. 31, 1991>

SECTION 2  Life Insurance

Article 730 (Liability of Insurer in Life Insurance)

The insurer of a contract of life insurance shall be bound to pay the insured 

amount agreed upon if the insured events occur in respect of the life of 

the insured.

Article 731 (Life Insurance Contract for Third Person)

(1) A contract of insurance which cover the death of a third person as 

an insured event shall require the written consent of the third person 

at the time the insurance contract is concluded. <Amended by Act No. 4470, 

Dec. 31, 1991>

(2) The provisions of paragraph (1) shall apply if the rights arising from 

the contract of insurance have been transferred to the person other than 

the insured. <Amended by Act No. 4470, Dec. 31, 1991>

Article 732 (Prohibition of Insurance Contract for Those under 15 Years 

of Age, etc.)

A contract of insurance which designates the death of a person under 15 

years of age, of an insane person or of a mentally incompetent person 

as an insured event shall be null and void. <Amended by Act No. 1212, Dec. 

1212, 1962; Act No. 4470, Dec. 31, 1991>

Article 732-2 (Insurance Risks caused by Gross Negligence)

In the case of an insurance contract covering death as an insured event, 

the insurer shall not be discharged from its liability, even though the 

insured event happens by reason of gross negligence of the policyholder, 

insured or beneficiary.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 733 (Right to Designate or Change Beneficiary)

(1) The policyholder is entitled to designate or change the beneficiary.

(2) If the policyholder has died without exercising the right of designation 

mentioned in paragraph (1), the insured shall be the beneficiary, and 
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in case where the policyholder has died without exercising the right of 

change mentioned in paragraph (1), the right of the beneficiary shall be 

settled: Provided, That this shall not apply where there is an agreement 

by which the policyholder’s successor may exercise the right mentioned 

in paragraph (1) in the case of the policyholder’s death. <Amended by Act 

No. 4470, Dec. 31, 1991>

(3) If the beneficiary has died during the cover period. the policyholder 

may re-designate any other beneficiary. In such a case, if the policyholder 

has died without exercising the right of designation, the inheritor of the 

beneficiary shall be a beneficiary.

(4) If the insured event occurs before the policyholder exercises the right 

of designation as referred to in paragraphs (2) and (3), the inheritor of 

the insured or beneficiary shall be a beneficiary. <Newly Inserted by Act No. 

4470, Dec. 31, 1991>

Article 734 (Notification of Right to Designate Beneficiary of Insurance, 

etc.)

(1) If, after entering into a contract, the policyholder designates or changes 

the beneficiary, such a designation or change shall not be asserted against 

the insurer, unless the insurer has been given a notice thereof.

(2) The provisions mentioned in Article 731 (1) shall apply mutatis 

mutandis to the designation or change mentioned in paragraph (1). 

<Amended by Act No. 1212, Dec. 12, 1962; Act No. 4470, Dec. 31, 1991>

Article 735 (Endowment Insurance)

In the contract of insurance by which the death of the insured has been 

covered as an insured event, it may be agreed that the insured amount 

shall be paid at the time of the termination of the cover period even if 

the insured event has not occurred.

Article 735-2 (Annuity Insurance)

The insurer of a life insurance contract may, upon the occurrence of an 

insured event on the life of the insured, pay the insured amount in install-

ments as an annuity, as the contract provides.
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 735-3 (Group Insurance)

(1) In case where, according to a covenant, an organization effects a life 

insurance contract in which the whole or part of its members are the 

insured, the provisions of Article 731 shall not be applicable.
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(2) When the insurance contract as referred to in paragraph (1) is effected, 

the insurer shall deliver the insurance certificate only to the policyholder. 
[This Article Newly Inserted by Act No. 4470, Dec. 31, 1991]

Article 736 (Duty to Return Accumulation for Insurance, etc.)

(1) When a contract of insurance has been terminated in accordance with 

the provisions of Articles 649, 650, 651 and 652 through 655, and when 

the liability for paying the insured amount has been relieved in accordance 

with the provisions of Articles 659 and 660, the insurer shall pay to the 

policyholder the amount accumulated for the beneficiary: Provided, That 

unless the contract provides otherwise, the same shall not apply where 

the insured event mentioned in Article 659 (1) has occurred due to the 

policyholder. <Amended by Act No. 4470, Dec. 31, 1991>

(2) Deleted. <by Act No. 4470, Dec. 31, 1991>

SECTION 3  Accident Insurance

Article 737 (Liability of Insurer of Accident Insurance)

The insurer of a contract of accident insurance shall be liable for the 

payment of the insured amount and other benefits if the insured event 

causing the injury of the body occurs.

Article 738 (Accident Insurance Certificate)

When, in the case of an accident insurance, the insured and the policy-

holder are not the same person, only the official function or position of 

the insured may be written down on the insurance certificate instead of 

the particulars mentioned in subparagraph 2 of Article 728.

Article 739 (Provisions Applicable Mutatis Mutandis)

The provisions concerning life insurance except Article 732 shall apply 

mutatis mutandis to accident insurance.

PART Ⅴ  MARINE COMMERCE

CHAPTER Ⅰ  MARINE COMMERCIAL 

ENTERPRISE

SECTION 1  Ship

Article 740 (Definition of Ship)
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The term “ship” in this Act means a ship used for navigation for the 

commercial activities or for other profit-making purposes.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 741 (Scope of Application)

(1) The provisons of this Part shall apply mutatis mutandis to a ship used 

for navigation even if it is not intended for the commercial activities or 

for other profit-making purposes: Provided, That the same shall not apply 

in cases where it is prescribed by Presidential Decree as the case that 

it is not suitable that the provisions of this Part applies mutatis mutandis  

to a state-owned ship or a public ship, notwithstanding the proviso to 

Article 29 of the Ship Act, taking the purpose, character, etc. of the navi-

gation into consideration.  

(2) The provisions of this Part shall not apply to a small boat or a boat 

mainly propelled with oars or a pole.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 742 (Accessories of Ship)

The articles listed in the inventory of the equipment of a ship shall be 

presumed to be accessories of a ship.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 743 (Transfer of Ownership of Ship)

The transfer of the ownership of a ship, in cases of a ship which may 

be registered or entered, shall come into force only by an agreement bet- 

ween the parties concerned: Provided, That such transfer shall not oppose 

to a third party if it has been registered but has not been entered in a 

certificate of a ship’s nationality.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 744 (Seizure or Provisional Seizure of Ship)

(1) Any seizure or provisional seizure shall not be levied on a ship which 

has finished preparations for a voyage and its equipment: Provided, That 

the same shall not apply to the obligation which has occurred for the 

preparations for a voyage.

(2) Paragraph (1) shall not apply to a ship of which gross tonnage is 

under 20 tons.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

SECTION 2  Shipmaster

Article 745 (Appointment or Dismissal of Shipmaster)
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A shipmaster shall be appointed or dismissed by a shipowner.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 746 (Claim for Damages against Unjustifiable Dismissal of Ship- 

master)

When a shipowner has dismissed a shipmaster without a justifiable reason, 

a shipmaster may claim damages incurred by such dismissal.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 747 (Responsibility of Shipmaster for Continuous Performance 

of His Duties)

Even if a shipmaster has been dismissed or his term of office has expired 

on the voyage, he shall be responsible for performance of his duties until 

another shipmaster can perform his duties or such ship arrives at a loading 

port.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 748 (Shipmaster’s Authority of and Responsibility for Election 

of Acting Shipmaster) 

When a shipmaster is impossible to perform his duties due to force majeure, 

he may elect another person on his own responsibility and have him perform 

the duties of shipmaster except for cases where other provisions exist in 

Acts and subordinate statutes.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]  

Article 749 (Scope of Agency)

(1) A shipmaster shall have the right to do all the judicial or non-judicial 

acts necessary for a voyage outside of a loading port.

(2) A shipmaster shall have the right only to employ or dismiss the crew 

at a loading port except for cases specially delegated.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 750 (Authority on Special Conduct)

(1) A shipmaster shall not do the following conduct except for cases of 

paying the repair charges of a ship, the salvage remuneration, and other 

expenses necessary for continuous voyage:

 1. Affair of offering a ship or its equipment in security;

 2. Affair of borrowing goods; and

 3. Affair of disposing of all or part of the cargo.

(2) An amount of compensation, in cases of disposing of the cargo, shall 

be determined by the price at a unloading port at the time when the cargo 

arrives: Provided, That the expenses not required for payment shall be 
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deducted from the price.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 751 (Restriction on Agency)

The restriction on the agency of a shipmaster shall not oppose to a third 

party in good faith. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 752 (Disposal of Cargo for Interested Party)

(1) In cases where a shipmaster disposes of the cargo on the voyage, he 

shall dispose of it in the most appropriate means for the interests of the 

interested parties.

(2) In cases of paragraph (1), any interested party shall be liable to a 

creditor on account of the disposal by a shipmaster within the limit of 

the value of the cargo: Provided, That the same shall not apply in cases 

where the interested party is in fault.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 753 (Right of Auction of Ship)

If it is impossible to repair a ship outside the loading port, a shipmaster 

may sell it at auction with the authorization of the administrative agency 

of maritime affairs.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 754 (Irreparability of Ship) 

(1) In cases of the following subparagraphs, a ship shall be deemed to 

be irreparable:

 1. When a ship is unable to be repaired at the present location and impos-

sible to arrive where it can be repaired; and

 2. When the repair charges exceed three-quarters of the value of a ship.

(2) The value of paragraph (1) 2 shall be the value at the time when 

a ship departs if the ship has been damaged on the voyage, and for other 

cases, the value prior to such damage.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 755 (Duty of Reporting and Account)

(1) A shipmaster shall report the important matters concerning a voyage 

to a shipowner without delay.

(2) Whenever a shipmaster finishes a voyage, he shall submit an account 

statement concerning such voyage to a shipowner to obtain his approval.

(3) Whenever a shipmaster is requested by a shipowner, he shall report 

the matters concerning a voyage and account.
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[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]  

SECTION 3  Co-ownership of Ship

Article 756 (Determination of Affair by Co-owners of Ship)

(1) The matters concerning the use of the co-owned ship shall be de-

termined by the majority of the share of the co-owners according to the 

value of the share of the co-owners.

(2) The matters modifying the contract concerning the co-ownership of 

a ship shall be determined by the unanimous consent of the co-owners.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 757 (Co-ownership of Ship and Share of Expenses)

The co-owners of a ship shall share the expenses concerning the use of 

a ship and the obligation which has arisen from such use according to 

the value of his share.

[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 758 (Profit and Loss Distribution)

The profit and loss shall be distributed according to the value of the share 

of the co-owners of a ship after each voyage is finished.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 759 (Transfer of Share)

Even if partnership relations exist between the co-owners of a ship, each 

co-owner may transfer his share to another person without the consent 

of other co-owners: Provided, That the same shall not apply in cases of 

an administrator of a ship.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 760 (Loss of Nationality of Co-owned Ship and Purchase of Share 

or Request for Auction)

When a ship loses the nationality of the Republic of Korea by the transfer 

of the share of a co-owner of a ship or by the loss of his nationality, other 

co-owners may purchase such share at a reasonable price or may request 

the court for the auction of such share.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 761 (Claim for Purchase of Share of Opponent to Resolution)

(1) When the co-owners of a ship have resolved to commence a new voyage 

or to repair the ship extensively, a co-owner who has an objection to such 

resolution may claim purchase of his share at a reasonable price to another 

co-owner.
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(2) A person who intends to claim as referred to in paragraph (1) shall 

dispatch such notice to another co-owner or to an administrator of a ship 

within three days from the date of such resolution, or from the date when 

he has received the notice of the resolution in cases where he fails to 

participate in the resolution.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 762 (Claim for Purchase of Share of Dismissed Shipmaster)

(1) A shipmaster who is a co-owner of a ship has been dismissed contrary 

to his will, he may claim the purchase of his share at a reasonable price 

to another co-owner.

(2) When a co-owner intends to claim as referred to in paragraph (1), 

he shall dispatch such notice to another co-owner or an administrator 

of a ship without delay.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 763 (Transfer of Ship, etc. on Voyage)

If a ship on the voyage or the share in a ship has been transferred, a 

transferee shall acquire the profit and account for the damage incurred 

from the voyage unless other agreement has been made by and between 

the parties concerned.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 764 (Appointment and Registration of Administrator of Ship)

(1) The co-owners of a ship shall appoint an administrator of a ship. In 

such cases, if a person who is not a co-owner of a ship is appointed as 

an administrator of a ship, the consent of all the co-owners to such appoint-

ment shall be required. 

(2) The appointment of an administrator of a ship and the termination 

of such agency shall be registered.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 765 (Authority of Administrator of Ship)

(1) An administrator of a ship shall have the authority to do all judicial 

and non-judicial acts concerning the use of a ship.

(2) The restriction on the agency of an administrator of a ship shall not 

oppose against a third party in good faith.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 766 (Restriction on Authority of Administrator of Ship)

An administrator of a ship shall not do the following conduct unless he 

has been authorized to do so in writing by the co-owners of a ship:
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 1. Affair of transfer, lease or offer of a ship in security;

 2. Affair of commencing a new voyage;

 3. Affair of taking out insurance on a ship;

 4. Affair of extensive repair of a ship; and

 5. Affair of borrowing goods.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 767 (Writing and Keeping of Book)

An administrator of a ship shall keep a book concerning the performance 

of his affairs and shall write all the matters concerning the use of the 

ship therein.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 768 (Report of Administrator of Ship and Approval Thereof)

After the termination of each voyage, an administrator of a ship shall, 

without delay, prepare the documents concerning the course conditions 

and the account of such voyage and report them to the co-owners of a 

ship, and obtain their approval thereon.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

SECTION 4  Limitation of Liability of Shipowner, etc.

Article 769 (Limited Liability of Shipowner)

A shipowner may limit his liability for the claims of the following subpara-

graphs to the amount of money referred to in Article 770, whatever the 

cause of the claims may be: Provided, That the same shall not apply if 

the claim is concerning the damage incurred due to a shipowner’s intention 

or his recklessly committed commission or omission while recognizing the 

concern about the occurrence of the damage:

 1. A claim concerning the damage incurred by death of a person, bodily 

injury, or loss or damage to the goods other than the ship, which 

occurred on board or in direct connection with the navigation of a ship;

 2. A claim concerning the damage incurred due to delay in the transport 

of cargo, passengers or baggage;

 3. A claim concerning the damage incurred due to infringement on another 

person’s right, other than contractual right, which occurred in direct 

connection with the navigation of the ship, other than subparagraphs 

1 and 2; and

 4. A claim concerning the measures taken to prevent or minimize the 
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damage which has become the cause of the claims of subparagraphs 

1 through 3 or a claim concerning the damage incurred as a result of 

such measures.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 770 (Limit of Liability)

(1) Limit of the liability a shipowner may limit shall be the amount of 

money of the following subparagraphs:

 1. Limit of the liability with respect to a claim for the damage incurred 

due to a death of a passenger or a bodily injury shall be the amount 

obtained from multiplying the passenger capacity entered in a ship 

inspection certificate of the ship by 175 thousand units of account 

(referring to an amount equivalent to one special drawing right of the 

International Monetary Fund; hereinafter the same shall apply);

 2. Limit of the liability with respect to a claim for the damage incurred 

due to a death or a bodily injury of a person, other than a passenger, 

shall be the amount of money calculated as prescribed by the following 

items according to the tonnage of a ship: Provided, That in cases of 

a ship of less than 300 tons, limit of the liability shall be the amount 

of money equivalent to 167 thousand units of account:

(a) Amount equivalent to 333 thousand units of account in cases of 

a ship not exceeding 500 tons; and 

(b) In cases of a ship exceeding 500 tons, the amount of money added 

the amount of money obtained from multiplying the unit of account 

as follows, by that of item (a): 

For a ship exceeding 500 tons up to 3,000 tons, 500 units of account 

per ton, for a ship exceeding 3,000 tons up to 30,000 tons, 333 

units of account per ton, for a ship exceeding 30,000 tons up to 

70,000 tons, 250 units of account per ton, and for a ship exceeding 

70,000 tons, 167 units of account per ton; and

 3. Limit of the liability with respect to a claim, other than subparagraphs 

1 and 2, shall be the amount of money calculated as prescribed by 

the following items according to the tonnage of a ship as follows: Pro- 

vided, That limit of the liability shall be the amount of money equivalent 

to 83,000 units of account in cases of a ship of less than 300 tons:

(a) Amount of money equivalent to 167 thousand units of account in 

cases of a ship not exceeding 500 tons; and
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(b) In cases of a ship exceeding 500 tons, the amount of money added 

the amount of money obtained from multiplying the unit of account 

as follows, by that of item (a):

For a ship exceeding 500 tons up to 30,000 tons, 167 units of account 

per ton, for a ship exceeding 30,000 tons up to 70,000 tons, 125 

units of account per ton, and for a ship exceeding 70,000 tons, 

83 units of account per ton.

(2) Each limit of the liability referred to in each subparagraph of para- 

graph (1) shall extend to all the claims against a shipowner coping with 

each limit of the liability arising from the same accident of each ship.

(3) A claim for which the liability is limited as referred to in Article 769 

shall compete at a rate of the amount of each claim with respect to each 

limit of the liability under the subparagraphs of paragraph (1). 

(4) If the limit of the liability under paragraph (1) 2 is insufficient to 

repay the claims of the same subparagraph, the limit of the liability under 

subparagraph 3 shall be appropriated for repayment of the unpaid balance 

of the claims. In such cases, when the claims of subparagraph 3 have 

arisen from the same accident, these claims and the balance claims of 

subparagraph 2 shall compete at a rate of each claim amount with respect 

to the limit of the liability under subparagraph 3.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 771 (Deduction of Opposing Claim Amount due to Same Accident)

In cases where a shipowner has a claim concerning the damage incurred 

due to the same accident to a creditor subject to limitation of liability, 

only the balance which has deducted such claim amount shall be the claim 

subject to limitation of liability.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]  

Article 772 (Tonnage of Ship for Limitation of Liability)

Tonnage of a ship as prescribed by Article 770 (1) shall be the international 

gross tonnage as prescribed by the Ship Act in cases of a ship engaged 

in the international navigation, and the gross tonnage as prescribed by 

the same Act in cases of other ships.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 773 (Exclusion of Limited Liability)

A shipowner shall not limit the liability for the claims of the following 

subparagraphs: 
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 1. A claim on a shipowner of a person whose duties are related to the 

affairs of a ship as a shipmaster, a crewman, or any other employee, 

or his inheritors, dependents, or other interested persons;

 2. A claim for salvage remuneration due to salvage and a claim concerning 

share in general average;

 3. A claim for oil pollution damage governed by the International Con- 

vention on Civil Liability for Oil Pollution Damage concluded on 

November 29, 1969 or the amended provisions of the Convention;

 4. A claim for a ship sunken, wrecked, stranded, abandoned and undergone 

other marine accidents, and refloatation, removal, destruction or harm-

less measures of the cargo and other goods which are or were in such 

ship; and

 5. A claim for nuclear damages.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 774 (Scope of Persons Able to Limit Liability)

(1) A person falling under any of the following subparagraphs may limit 

his liability equal to cases of a shipowner under the provisions of this 

Section:

 1. A charterer, an administrator of a ship and an operator of a ship;

 2. A shipowner who is a juristic person and a unlimited liability employee 

of a person as prescribed by subparagraph 1; and

 3. A shipmaster, a crewman, a pilot and other shipowner or an employee 

or an agent of a person as prescribed by subparagraph 1, who has 

made, due to his own act, the claims under the subparagraphs of Article 

769 in effect on a shipowner or a person as prescribed by subpara- 

graph 1.

(2) The total amount of the limit of liability of a shipowner and the persons 

as prescribed by paragraph (1) for all the claims which have arisen from 

the same accident shall not exceed the limit of liability for each ship under 

Article 770.

(3) If a shipowner or one of the persons as referred to in the subparagraphs 

of paragraph (1) has been determined to commence the procedures for 

the limitation of liability, other persons who are able to limit their liability 

may invoke this.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 775 (Limitation of Liability of Salvor)
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(1) A salvor may limit the liability under the provisions of Articles

769 through 774 (excluding subparagraph 2 of Article 769 and Article 

770 (1) 1) with respect to a claim for the damage incurred due to a death 

of a person, bodily injury, loss of or damage to property, and infringement 

of another person’s right, other than the contractual right, which have 

arisen in direct connection with the salvage activities of a salvor or his 

employee and a claim for the measures to prevent or mitigate such damage 

or a claim for the damage incurred as a result of such measures.   

(2) A salvor who has not performed the salvage activities from a ship 

or a salvor who has performed the salvage activities only on a ship which 

has been salvaged, shall be deemed to be a salvor by a ship of 1,500 tons 

for the limits of liability under Article 770.

(3) The limit of liability of a salvor shall extend to all the claims which 

have arisen from the same accident for each salvage boat or each salvor 

in cases of paragraph (2).

(4) The term “salvor” in paragraph (1) means a person who has provided 

services in direct connection with the salvage activities, and “salvage activ-

ities” means not only the salvage activities at the time of the salvage 

but also refloatation, removal, destruction or harmless measures of a ship 

sunken, wrecked, stranded, abandoned or undergone other marine accident 

and of the cargo and other goods which are or were in such ship and all 

the measures to prevent or mitigate the damage in connection with them.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 776 (Procedures of Limitation of Liability)

(1) A person who intends to limit the liability under the provisions of 

this Section, shall apply for a commencement of the procedures for limi-

tation of liability to the court within one year after he has been claimed 

in writing specifying a claim amount exceeding the limit of liability from 

a creditor.

(2) An application for commencement of the procedure for limitation of 

liability, and the formation, public notice, participation in, distribution 

of the fund of the limitation of liability, and other necessary matters shall 

be determined separately by another Act.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

SECTION 5  Security in Ship
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Article 777 (Claim with Lien on Ship)

(1) A person who has the following claims shall have the lien on a ship, 

its equipment, the freight of a voyage from which such claim has arisen, 

a claim incidental to such ship and freight:

 1. Cost of litigation for common interests of the creditors, all the taxes 

imposed on a ship concerning a voyage, piloting fees, towing fees, main-

tenance charges and inspection charges of a ship and its equipment 

after final entry into port;

 2. A claim due to an employment contract for the crew and other employees;

 3. A claim for salvage remuneration on a ship due to salvage and a claim 

for share in general average; and

 4. Indemnity claim for the damage incurred due to collision of a ship and 

other navigation accidents, the damage to navigation facilities, port 

facilities and route, and the injury of life and body of a crewman or 

a passenger.

(2) A ship creditor who has the lien referred to in paragraph (1) shall 

have the right to receive the preferential payment of his claim to other 

creditors for the property of paragraph (1) under the provisions of this 

Act and other Acts. In such cases, unless contrary to its nature, the 

provisions concerning the mortgage of the Civil Act shall apply mutatis 

mutandis.  
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 778 (Claims Incidental to Ship and Fares)

The claims incidental to a ship and freight under Article 777 shall be 

as follows:

 1. Compensation for damage to be paid to a shipowner due to the damage 

to a ship or freight;

 2. Reward to be paid to a shipowner for the damage to a ship or freight 

due to general average; and

 3. Salvage remuneration to be paid to a shipowner due to salvage.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 779 (Lien on Freight) 

The lien on the freight may be exercised only on the amount of money 

possessed by a shipowner or by his agent out of the freight not paid and 

the freight paid.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]  

Article 780 (Exclusion of Insurance Money, etc.)
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Article 778 shall not apply to the insurance money to be paid to a shipowner 

as per insurance contract, and other subsidies or grants.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 781 (Claim due to Employment Contract of Employee of Ship)

A claim under Article 777 (1) 2 shall have the lien on all the freight due 

to all the navigation during the existence of employment contract.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 782 (Order of Lien on Claim due to Same Navigation)

(1) When the lien of claims competes due to the same navigation, the 

order of priority shall be as the order of the subparagraphs of Article 

777 (1).

(2) When the lien of claims under Article 777 (1) 3 competes, a claim 

which occurred later shall take precedence over a claim which occurred 

earlier. Claims due to the same accident shall be deemed to have occurred 

at the same time.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]  

Article 783 (Order of Lien on Claims for Several Navigations)

(1) When the lien of claims concerning several navigations competes, a 

claim concerning the later navigation shall take precedence over a claim 

concerning the earlier navigation.

(2) The lien under Article 781 shall be in the same order as other claim 

concerning the last navigation.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 784 (Case of Competition of Lien in Same Order) 

When the lien in the same order under Articles 781 through 783 competes, 

repayment shall be made according to the ratio of each claim amount.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]    

Article 785 (Overtaking Right of Lien)

The lien of a ship creditor shall not be affected by the transfer of the 

ship ownership.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 786 (Expiration of Lien)

The lien of a ship creditor shall expire if it is not entered into force within 

one year from the date when such claim has arisen.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 787 (Ship Mortgage)

(1) A ship registered may be used for purpose of mortgage.

(2) A ship mortgage shall extend to its equipment.
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(3) The provisions concerning mortgage of the Civil Act shall apply mu- 

tatis mutandis to a ship mortgage.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 788 (Competition of Lien with Ship Mortgage, etc.)

The lien of a ship creditor shall take precedence over the pledge right 

and the mortgage.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 789 (Disapproval of Pledge of Ship Registered)

A ship registered shall not be used for purpose of the pledge right.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 790 (Mutatis Mutandis Application to Ship under Construction)

The provisions of this Section shall apply mutatis mutandis to a ship under 

construction.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

CHAPTER Ⅱ TRANSPORT AND CHARTER

SECTION 1  Affreightment in General Ship

Article 791 (Meaning of Contract of Affreightment in General Ship)

A contract of affreightment in a general ship shall come into effect when 

a carrier accepts to transport individual goods by ship at sea and a consignor 

agrees to pay the freight for it.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 792 (Provision of Cargo)

(1) A consignor shall provide a carrier with the cargo at the time and 

place by agreement between the parties or by the custom of a port of 

loading.

(2) In cases where a consignor has not provided the cargo at the time 

and place under paragraph (1), the contract shall be deemed to have 

been cancelled. In such cases, a shipmaster may depart at once and a 

consignor shall pay the full amount of the freight.

[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]    

Article 793 (Delivery of Documents Necessary for Transport)

A consignor shall deliver the documents necessary for transport to a ship-

master within the loading period.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 794 (Duty of Care for Seaworthiness)
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A carrier shall be liable for compensation for the damage due to loss of, 

damage to or late arrival of the cargo unless he proves that himself, the 

crew, or other employees have not failed to exercise due diligence concerning 

the following matters at the time of departure: 

 1. To make a ship voyage safely;

 2. Boarding of the necessary crew, supply of equipment and necessities 

of a ship; and

 3. To maintain the hold, cold storage room, and other part of a ship to 

load the cargo suitable for reception, transport and preservation of 

the cargo.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 795 (Duty of Care for Freight)

(1) If a carrier does not prove that himself or the crew or other employees 

of a ship have exercised due diligence concerning receiving, loading, stow-

age, transport, storage, unloading and delivery of the cargo, he shall be 

liable for compensation for the damage incurred due to loss of, damage 

to or late arrival of the cargo.

(2) A carrier shall be exempted from the liability for compensation for 

the damage incurred concerning the cargo on account of an act of a ship-

master, a crewman or a pilot, or other employee concerning the voyage 

or the management of a ship or fire: Provided, That the same shall not 

apply in cases of the fire caused by intention or negligence of a carrier.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 796 (Reason for Exemption from Liability of Carriers)

If a carrier has proved that the facts of the following subparagraphs have 

existed and that the damage concerning the cargo may usually arise due 

to such fact, he shall be exempted from the liability for compensation 

for it: Provided, That the same shall not apply if it is proved that he 

has not exercised due diligence notwithstanding the fact that he could 

have avoided such damage if he had exercised the due diligence under 

Articles 794 and 795 (1): 

 1. Perils or accidents on the sea or on other navigable waters;

 2.Force majeure;

 3. War, a riot, or a civil war;

 4. Piracy and other similar conduct;

 5. Judicial seizure, quarantine restrictions and other restrictions by public 
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authorities;

 6. Conduct of a consignor or an owner of the freight or his/her employee;

 7. Strike or other acts of dispute or lockout of a ship;

 8. Conduct of salvage of life or property at sea or a deviation by this 

reason or a deviation by other justifiable reasons;

 9. Insufficient packing of the cargo or incomplete indication of marks;

10. Particular nature or latent defect of the cargo; and

11. Latent defect of a ship.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 797 (Limit of Liability)

(1) The liability for compensation for damage of a carrier under the provi-

sions of Articles 794 through 796 may be limited to the larger amount 

as the limit out of the amount of 666 and 67/100 units of account per 

package or per shipment unit of the cargo concerned and the amount of 

two units of account per kilogram: Provided, That the same shall not  

apply in cases where the damage to the cargo has occurred due to his 

intention or his recklessly committed commission or omission while recog-

nizing the concern about the occurrence of damage. 

(2) In applying paragraph (1), the number of packages or shipment units 

of the cargo shall be determined as follows: 

 1. In cases where a container or other similar transport container is used 

to consolidate the cargo, when the number of packages or shipment 

units contained in such transport container have been stated in the 

bill of lading or in other documents proving the transport contract, 

each such package or shipment unit shall be deemed as one package 

or shipment unit. Except for this case, all the cargo in such transport 

container shall be deemed one package or shipment unit; and

 2. In cases where the transport container itself supplied by a person who 

is not a carrier has been lost or damaged, such container shall be deemed 

a separate package or shipment unit.

(3) Paragraphs (1) and (2) shall not apply if, at the time when a consignor 

delivers the cargo to a carrier, the kind and value of the cargo have been 

notified and stated in a bill of lading or in other documents proving the 

transport contract: Provided, That when a consignor has made remarkably 

unfaithful notification of the kind and value of the cargo intentionally, 

a carrier shall be exempted from the liability for damage of the cargo except 
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for the cases of ill will of a carrier himself and his employee.

(4) The provisions of paragraphs (1) through (3) shall not affect the ap- 

plication of Articles 769 through 774 and 776.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] ≪Enforcement date of 

the part concerning the amount of two units of account per kilogram in paragraph (1): 

Aug. 4, 2010≫

Article 798 (Application to Non-Contractual Claim)

(1) The provisions concerning the liability of a carrier in this Section shall 

also apply to the liability for compensation for damage due to unlawful 

conduct of a carrier.

(2) In cases where a claim for compensation for damage concerning the 

cargo has been made to an employee or an agent of a carrier, when such 

damage has arisen with respect to the execution of duties of such employee 

or agent, such employee or agent may avail himself of the defences and 

the limit of liability which a carrier may claim: Provided, That the same 

shall not apply in cases where the damage to the cargo has occurred due 

to the intention of such employee or agent or his recklessly committed 

commission or omission while recognizing the concern about the occurrence 

of loss of, damage to or late arrival of the cargo. 

(3) In cases of the main sentence of paragraph (2), the total amount of 

the limit of liability for the cargo of a carrier, his employee or agent shall 

not exceed the limit under Article 797 (1).

(4) The provisions of paragraphs (1) through (3) shall also apply in cases 

where the claim for damages concerning the cargo has been made against 

the actual carrier, other than a carrier or his employee or agent.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 799 (Prohibition of Reduction of Liability of Carrier)

(1) No special agreement between the parties that reduces or exempts 

the obligation or the liability of a carrier contrary to the provisions of 

Articles 794 through 798 shall be valid. The same shall also apply to an 

agreement transferring the benefit of insurance concerning the cargo to 

a carrier, or a similar agreement.

(2) Paragraph (1) shall not apply to transport of live animals and transport 

of the cargo loaded on deck with the statement of such intention of transport 

in a bill of lading or on the surface of other document proving a transport 

contract.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]
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Article 800 (Disposal of Unlawful Cargo Loaded)

(1) A shipmaster may, at any time, unload the cargo loaded in contra-

vention of any Acts and subordinate statutes or a contract, and when 

it is apprehended that the cargo may imperil the ship or other cargo, he 

may give up such cargo.

(2) When a shipmaster transports the cargo of paragraph (1), he may 

request the payment of the highest freight of the same type of cargo at 

the time and place of the loading.

(3) Paragraphs (1) and (2) shall not affect the claim for damages of a 

carrier and other interested persons.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 801 (Disposal of Dangerous Cargo)

(1) Even if a carrier loaded the cargo with inflammable, explosive or other 

dangerous nature with the knowledge of such nature, when such cargo 

is apprehended to imperial the ship or other cargo, a shipmaster may, 

at any time, unload, destroy or take harmless measures for such cargo.  

(2) A carrier shall be exempted from the liability for compensation for 

any damage incurred to such cargo by the disposal as referred to in para- 

graph (1) except for the liability for share in general average.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 802 (Receipt of Cargo)

A consignee who has received the arrival notice shall receive the cargo 

without delay at the time and place by agreement between the parties 

or by custom of port of unloading.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 803 (Deposit, etc. of Cargo)

(1) When a consignee has neglected the receipt of the cargo, a shipmaster 

may deposit it or deliver it to any place permitted by a customs house 

or an administrative agency prescribed by other Acts and subordinate 

statutes. In such cases, a shipmaster shall dispatch such notice to a con-

signee without delay.

(2) When a shipmaster is unable to know clearly who a consignee is or 

a consignee has refused to receive the cargo, a shipmaster shall deposit 

it or deliver it to any place permitted by a customs house or an admin-

istrative agency prescribed by other Acts and subordinate statutes, and 

without delay dispatch such notice to a charterer or a consignor and a 

consignee he knows. 
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(3) When the cargo has been deposited or delivered to any place permitted 

by a customs house or an administrative agency prescribed by other Acts 

and subordinate statutes under paragraphs (1) and (2), the cargo is  

deemed to have been delivered to a bill of lading holder or other consignee.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 804 (Notice on Partial Loss of and Damage to Cargo)

(1) When a consignee has found a partial loss of or damage to the cargo, 

he shall dispatch a notice on such outline in writing to a carrier immediately 

after receipt: Provided, That if such partial loss or damage is a thing 

that can not be found immediately, he shall dispatch such notice within 

three days from the date of receipt.

(2) If there is no such notice of paragraph (1), it is presumed that the 

cargo has been delivered to a consignee without loss or damage.

(3) If a carrier or his employee is in bad faith, paragraphs (1) and (2) 

shall not apply.

(4) If loss or damage has arisen on the cargo or if there is such doubt, 

a carrier and a consignee shall provide necessary convenience each other 

for inspection of the cargo.

(5) A special agreement between the parties disadvantageous to a consignee 

contrary to the provisions of paragraphs (1) through (4) shall not be valid.

[This Article Wholly Amended by Act No. 8581, Aug, 3, 2007] 

Articles 805 (Freight according to Weight and Volume of Cargo)

If the freight has been fixed by weight or volume of the cargo, the amount 

of freight shall be fixed by weight or volume at the time of delivery of 

the cargo.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 806 (Freight according to Period of Transport)

(1) If the freight has been fixed by period, the amount of freight shall 

be fixed by the period from date of commencing the loading of the cargo 

until the date of completion of the unloading.

(2) The lay days of a ship in the loading port or on the voyage due to 

force majeure or the period of repairing a ship on the voyage shall not 

be included in the period of paragraph (1).  
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 807 (Duty of Consignee, Right of Detention of Shipmaster)

(1) When a consignee receives the cargo, he shall pay the freight, inci- 

dental expenses, substituted donation for another person, demurrage, 
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general average according to the value of the cargo, or amount of charges 

due to the salvage according to the intent of a transport contract or a 

bill of lading. 

(2) A shipmaster shall have no obligation to deliver the cargo unless the 

payment of amount under paragraph (1) is interchanged. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 808 (Right of Auction of Cargo of Carriers)

(1) A carrier shall have the right to sell the cargo at auction with the 

permission of the court and receive the preferential payment in order to 

receive the amount under Article 807 (1).

(2) Even if a shipmaster has delivered the cargo to a consignee, a carrier 

may exercise the right of paragraph (1) for such cargo: Provided, That 

the same shall not apply when 30 days have passed from the date of 

delivery or a third party has acquired the possession of such cargo.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 809 (Liability of Shipowner when Transport Subcontract by Voyage 

Charterer, etc.)

In cases where a voyage charterer or a time charterer has concluded a 

transport contract with a third party in his own name, a shipowner shall 

be liable for such third party within the extent that fulfillment of such 

contract belongs to the duties of a shipmaster under Articles 794 and 

795.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 810 (Reasons of Termination of Transport Contract)

(1) A transport contract shall be terminated by the following reasons:

 1. When a ship has been sunken or lost;

 2. When a ship has become irreparable;

 3. When a ship has been captured; and

 4. When the freight has been lost due to force majeure.

(2) When the reasons of paragraph (1) 1 through 3 have arisen on the 

voyage, a consignee shall pay the freight at the ratio of transport within 

the limit of the value of the existing cargo.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 811 (Cancellation, etc. by Legal Reason)

(1) When a voyage or a transport has violated Acts and subordinate statutes 

or the purpose of a contract can not be attained due to force majeure, 

each party concerned may cancel the contract. 
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(2) When the contract has been cancelled in cases where the reasons of 

paragraph (1) have arisen on the voyage, a consignee shall pay the freight 

at the ratio of transport. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 812 (Force Majeure concerning Part of Cargo)

(1) When the reasons of Articles 810 (1) 4 and 811 (1) have arisen with 

respect to a part of the cargo, a consignor may load other cargo within 

the extent that the responsibility of a carrier is not weighted.

(2) When a consignor intends to exercise the right of paragraph (1), he 

shall unload or load the cargo without delay. If he has neglected such 

unloading or loading, he shall pay the full amount of the freight.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 813 (Disposal of Cargo by Shipmaster and Freight)

A carrier may claim the full amount of the freight when falling under any 

of the following subparagraphs:

 1. When a shipmaster has disposed of the cargo under Article 750 (1); 

and

 2. When a shipmaster has disposed of the cargo under Article 865.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 814 (Termination of Claim and Obligation of Carriers)

(1) The claim and the obligation of a carrier against a consignor or a 

consignee shall be terminated, whatever the reason of the claim may be, 

on the date when a carrier has delivered the cargo to a consignee or within 

one year from the delivery date unless no judicial claim has been made: 

Provided, That this period may be extended by an agreement between 

the parties.

(2) In cases where a carrier has re-entrusted a third party with the trans- 

port he received, if a consignor or a consignee has agreed to the compensa-

tion with a carrier or has made a judicial claim against a carrier within 

the period of paragraph (1), the claim and the obligation of a carrier against 

a third party, notwithstanding paragraph (1), shall not be terminated 

until three months have passed from the date of such agreement or  

claim. The same shall also apply in cases where there is an agreement 

between a carrier and a third party to the same effect as the proviso to 

paragraph (1).

(3) In cases of paragraph (2), if a carrier who received a judicial claim 
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has given a notice of a lawsuit against a third party within three months 

from then, the period of three months shall be reckoned when the trial 

has been determined or terminated.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 815 (Provisions Applicable Mutatis Mutandis)

The provisions of Articles 134, and 136 through 140 shall apply mutatis 

mutandis to a carrier prescribed by this Section.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 816 (Responsibility of Consolidated Carriers)

(1) In cases where a transport section, other than marine transport, has 

been included in the transport which a carrier accepted, he shall take 

the responsibility in accordance with an Act applicable to the transport 

section where the damage has occurred.

(2) In cases where it is unclear in which transport section the damage 

has occurred or the occurrence of the damage is not limited to any particular 

area in its nature, a carrier shall take the responsibility in accordance 

with an Act applicable to the transport section of which distance is the 

longest: Provided, That if unable to determine the transport section of 

which distance is same or the longest, he shall take the responsibility 

in accordance with an Act applicable to the section of which freight is 

the highest.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

SECTION 2  Marine Passenger Transport 

Article 817 (Meaning of Marine Passenger Transport Contract)

The marine passenger transport contract shall come into effect by the 

agreement that a carrier accepts to transport the specific passengers from 

a place of departure to a place of arrival by ship on the sea and the other 

party pays the fare in response thereto. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 818 (Registered Passenger Ticket)

A registered passenger ticket shall not be assigned to another person.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 819 (Duty of Provision of Meal and Accommodation)

(1)Unless otherwise agreed, a meal of a passenger on the voyage shall 

be provided at the cost of a carrier.

(2) In cases of repair of a ship on the voyage, a carrier shall provide a 
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passenger with suitable accommodation and meal during such repair: 

Provided, That the same shall not apply when transport has been provided 

to a passenger for his convenience to a port of disembarkation, within 

the extent not infringing the right of a passenger. 

(3) In cases of paragraph (2), a passenger may cancel the contract by 

paying a fare according to the rate of the voyage.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]   

Article 820 (Duty of Free Transport of Luggage)

Unless otherwise agreed, a carrier shall not separately claim the freight 

for baggage which a passenger is able to carry on board according to the 

contract. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 821 (Delay in Boarding Ship and Shipmaster’s Right of Departure)

(1) If a passenger fails to get on board until boarding time, a shipmaster 

may depart immediately. The same shall also apply at an anchorage port 

on the voyage.

(2) In cases of paragraph (1), a passenger shall pay the full amount of 

the fare.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 822 (Cancellation of Contract by Passengers and Fare)

If a passenger cancels the contract before departure, he shall pay a half 

amount of the fare, and if he cancels the contract after departure, he/she 

shall pay the full amount of the fare.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 823 (Cancellation of Contract by Legal Reasons)

If a passenger has become incapable of making a voyage because of death, 

illness or other force majeure before departure, a carrier may claim 3/10 

of the fare, and if such reasons have arisen after departure, a carrier may, 

at his option, claim either 3/10 of the fare or the fare according to the 

percentage of the transport.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 824 (Duty of Disposal of Luggage of Dead Passengers)

If a passenger dies, a shipmaster shall dispose of the baggage carried by 

the deceased by the method most beneficial to his successor.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 825 (Legal Reasons of Termination)

A transport contract shall be terminated by the reasons referred to in 
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Article 810 (1) 1 through 3. If such reasons have arisen on the voyage, 

a passenger shall pay the fare according to the percentage of the transport.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 826 (Provisions Applicable Mutatis Mutandis)

(1) The provisions of Articles 148, 794, 799 (1) and 809 shall apply mutatis 

mutandis to the marine passenger transport.

(2) The provisions of Articles 134, 136, 149 (2), 794 through 801, 804, 

807, 809, 811 and 814 shall apply mutatis mutandis to the transport 

of the baggage of the passengers that have been entrusted to the carrier.

(3) The provisions of Articles 150, 797 (1) and (4), 798, 799 (1), 809 

and 814 shall apply mutatis mutandis to the baggage of the passengers 

that have not been entrusted to the carrier.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

SECTION 3  Voyage Charter

Article 827 (Meaning of Voyage Charter)

(1) A voyage charter shall come into effect by the agreement that a ship-

owner agrees to provide a charterer with whole or part of a ship serviced 

by the crew on board and equipped with navigation facilities for transport 

of the goods, and a charterer agrees to pay the fare in response thereto.

(2) The provisions of this Section shall apply mutatis mutandis to a voyage 

charter for passenger transport unless contrary to its nature.

(3) The provisions of this Section shall apply mutatis mutandis to cases 

that a charterer agrees to pay the fare calculated by voyage as unit though 

a shipowner is liable to provide a charterer with a ship for a given period 

unless contrary to its nature. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 828 (Written Charter Contract)

The parties of a charter contract shall deliver a written charter contract 

at the request of the other party.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 829 (Notice of Completion of Preparation of Loading and Loading 

Period)

(1) When the preparation necessary for loading of the cargo has been 

completed, a shipowner shall dispatch such notice to a charterer without 

delay.

(2) If there is an agreement on the loading period of the cargo, when 
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a notice of paragraph (1) has been given in the forenoon, the period shall 

be reckoned from one o’clock in the afternoon of that day, and when a 

notice of paragraph (1) has been given in the afternoon, the period shall 

be reckoned from six o’clock in the next morning. A day when the loading 

is impossible due to force majeure and a day when the loading is not made 

on the custom of the port shall not be included in this period.      

(3) When the cargo has been loaded after the lapse of the period of para- 

graph (2), a shipowner may claim the suitable remuneration. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 830 (Notice and Shipment in Cases Where Third Party is Shipper)

In cases where a third party, other than a charterer, loads the cargo, 

when a shipmaster is unable to know clearly who such third party is or 

such third party has not loaded the cargo, a shipmaster shall dispatch 

such notice to a charterer without delay. In such cases, a charterer may 

load the cargo within the loading period only.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 831 (Right of Request for Departure of Charterer and Right of 

Departure of Shipmaster)

(1) A charterer may request a shipmaster to depart even if all the cargo 

is not loaded.

(2) A shipmaster may depart immediately after the lapse of the loading 

period even if a charterer has not loaded all the cargoes.

(3) In cases of paragraphs (1) and (2), a charterer shall pay the full amount 

of the cargo and the expenses incurred because all the cargoes have not 

been loaded, and also provide a suitable security when it is requested 

by a shipowner.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 832 (Cancellation of Contract before Departure of Whole Charter, 

etc.)

(1) If it is before the departure, a whole charterer may cancel the contract 

by payment of a half amount of the freight.

(2) In cases of a charter contract of a round-trip voyage, when a whole 

charterer terminates the contract before a homeward voyage, he shall pay 

2/3 of the freight.

(3) In cases where a ship should navigate to a loading port from other 

port, when a whole charterer terminates a contract before departure from 

a loading port, it shall be same as paragraph (2). 
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[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 833 (Partial Charter and Cancellation of Contract before Depar- 

ture, etc.)

(1) A partial charterer or a consignor may cancel or terminate as referred 

to in Article 832 only in cases where he cancels or terminates jointly with 

another charterer and all the consignors.

(2) Except for cases referred to in paragraph (1), when a partial charterer 

or a consignor has cancelled or terminated a contract before departure, 

he shall pay the full amount of the freight.

(3) In cases where a partial charterer or a consignor has loaded all or 

part of the cargo even before departure, he shall not cancel or terminate 

a contract without the consent of other charterers and consignors. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 834 (Payment Obligation of Incidental Expense, Substitute 

Payment, etc.)

(1) Even if a charterer or a consignor has cancelled or terminated a con- 

tract under Articles 832 and 833 (1), he shall not be exempted from the 

obligation to pay incidental expense and substitute payment.  

(2) In cases of Article 832 (2) and (3), a charterer or a consignor shall 

pay, other than those as prescribed by paragraph (1), the amount of 

charge caused by general average or salvage according to the value of 

the cargo.  
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 835 (Burden of Loading and Unloading Expenses)

In cases of Articles 833 and 834, when all or part of the cargo has been 

loaded, a charter or a consignor shall bear the expenses for such loading 

and unloading.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 836 (Effect of Non-Loading within Loading Period)

When a charterer has not loaded the cargo within the loading period, a 

charterer shall be deemed to have cancelled or terminated a contract. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 837 (Termination of Contract after Departure)

After departure, a charterer or a consignor shall not terminate a contract 

unless he pays the full amount of the freight, substitute payment, demur-

rage, and amount of charges of general average or salvage, compensates 

damages incurred for such unloading or provides suitable security to this. 
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[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 838 (Unloading of Cargo)

(1) When the preparation necessary for unloading of the cargo has been 

finished, a shipmaster shall dispatch such notice to a consignee without 

delay.

(2) Article 829 (2) shall apply mutatis mutandis to the calculation of 

unloading period of the cargo.

(3) When the cargo has been unloaded after the lapse of the unloading 

period referred to in paragraph (2), a shipowner may request suitable 

remuneration.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 839 (Prohibition of Reduction of Responsibility of Shipowner)

(1) A special agreement contrary to Article 794 between the parties that 

reduces or exempts the obligation or responsibility of a shipowner as pre-

scribed by this Section shall not be valid. The same shall also apply to 

an agreement that the benefit of insurance concerning the cargo is trans-

ferred to a shipowner, or other agreement similar thereto. 

(2) Article 799 (2) shall apply mutatis mutandis to cases referred to in 

paragraph (1). 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 840 (Termination of Claim and Obligation of Shipowner)

(1) The claim and the obligation against a charterer of a shipowner or 

a consignee shall be terminated, whatever the reason of a claim may be, 

unless no judicial claim is made within two years from the date when 

a shipowner has delivered the cargo or from the date to deliver the cargo. 

The proviso to Article 814 (1) shall apply mutatis mutandis to this case.  

(2) An agreement between a shipowner or a charterer shortening the period 

of paragraph (1) shall not be valid unless this is clearly stated in a transport 

contract.   
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 841 (Provisions Applicable Mutatis Mutandis)

(1) The provisions of Articles 134, 136, 137, 140, 793 through 797,  

798 (1) through (3), 800, 801, 803, 804 (1) through (4), 805 through 

808 and 810 through 813 shall apply mutatis mutandis to a voyage charter. 

(2) In calculation of the freight of Article 806 according to paragraph (1), 

in cases where the cargo has been loaded or unloaded after the lapse of 

the loading period of Article 829 (2) or the unloading period of Article 
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838 (2), the loading or unloading period after the lapse of such period 

shall not be included in the loading or unloading period, and the remuner-

ation shall be separately determined under Articles 829 (3) and 833 (3).  
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

SECTION 4  Time Charter

Article 842 (Meaning of Time Charter) 

A time charter shall come into effect by an agreement that a shipowner 

agrees to provide a charterer with a ship serviced by the crew on board 

and equipped with navigation facilities for a given period to be used for 

navigation, and a charterer agrees to pay the fare fixed by the period 

in response thereto.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 843 (Right to Command Shipmaster by Time Charterer)

(1) A time charterer shall have right to command a shipmaster for the 

use of a ship within the extent agreed.

(2) In cases where a time charterer has incurred the damage because a 

shipmaster, the crew, and other ship employees violated the just directions 

of a time charterer, a shipowner shall be responsible for compensation 

therefor. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 844 (Right of Retention and Right of Auction for Cargo of Shipowner)

(1) Articles 807 (2) and 808 shall apply mutatis mutandis in cases where 

a time charterer does not perform the obligation such as charterage and 

substitute payment to a shipowner and other obligation under a time  

charter contract similar thereto: Provided, That a shipowner shall not 

oppose to a third party who has acquired, in good faith, a bill of lading 

issued by a time charterer.   

(2) A shipowner shall not exercise his right on the cargo pursuant to para-

graph (1) exceeding the extent of the charterage or freight agreed on the 

cargo by a timer charterer. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 845 (Arrears in Charterage and Termination of Contract, etc.)

(1) When a time charterer has not paid a charterage on the agreed date, 

a shipowner may cancel or terminate a contract.

(2) When a shipowner has cancelled or terminated a contract as prescribed 
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by paragraph (1) on the voyage of a ship after a time charterer loaded 

the cargo by having concluded a transport contract with a third party, 

a shipowner shall have the same obligation as a time charterer for transport 

to the persons interested in the cargo.

(3) When a shipowner has notified the persons interested in the cargo 

of the cancellation or termination of a contract and his intention of con-

tinuance of transport under paragraph (2) in writing, a shipowner shall 

be deemed to have established the right of pledge for the purposes of  

claim of the charterage or the freight which a time charterer has the right 

against the persons interested in the cargo in order for a shipowner to 

secure the charterage, substitute payment and other similar claim on a 

time charter contract against a time charterer.

(4) The provisions of paragraphs (1) through (3) shall not affect the claim 

for damages by a shipowner or the persons interested in the cargo to a 

time charterer.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 846 (Expiration of Claim of Time Charter)

(1) A claim between the parties concerned which occurred for a time charter 

shall expire unless a judicial claim is made within two years from the 

date of return of a ship to a shipowner. The proviso to Article 814 (1) 

shall apply mutatis mutandis to this case. 

(2) Article 840 (2) shall apply mutatis mutandis to cases of paragraph (1).
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

SECTION 5  Bareboat Charter

Article 847 (Meaning of Bareboat Charter)

(1) A bareboat charter shall come into effect when a shipowner agrees 

to provide a charterer with a ship for the purpose of operation of a ship 

under the control and domination of a charterer, and a charterer agrees 

to pay the charterage in response thereto.

(2) Even if a shipowner is liable to supply a shipmaster and other crew, 

if it is for the purpose of operation of a ship by the crew under the control 

and domination of a charterer, it shall be deemed a bareboat charter.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 848 (Legal Nature)

(1) The provisions for lease on the Civil Act shall apply mutatis mutandis 
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to a bareboat charter unless contrary to its nature.

(2) Even if a charterer has the right to purchase or take over a ship after 

the expiration of a charter period and a charterer has concluded a bareboat 

charter with a shipowner as a creditor for the purpose of financial security, 

there shall be the rights and obligations between the parties under the 

provisions of this Section during the charter period.  
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 849 (Claim for Registration of Bareboat Charterer and Effect of 

Registration)

(1) A bareboat charterer may request a shipowner to cooperate for registra-

tion of a bareboat charter.

(2) A bareboat charter shall, when registered, come into effect to a third 

party from then on.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 850 (Bareboat Charter and Legal Relations to Third Party)

(1) In cases where a bareboat charterer uses a ship for voyage for a commer-

cial transaction or other profit-making purpose, there shall be same right 

and obligation as those of a shipowner against a third party in the matters 

concerning its use.

(2) The preferential right for the use of a ship in cases of paragraph (1) 

shall also have the effect on a shipowner: Provided, That the same shall 

not apply when it is known that a person with preferential right is contrary 

to a contract of such use.   
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 851 (Termination of Claim on Bareboat Charter)

(1) A claim which occurred about a bareboat charter between the parties 

shall terminate unless a judicial claim is made within two years from the 

date of return of a ship to a shipowner. The proviso to Article 814 (1) 

shall apply mutatis mutandis to this case.

(2) Article 840 (2) shall apply mutatis mutandis to cases of paragraph (1).
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

SECTION 6  Seaway Bill

Article 852 (Issuance of Bill of Lading)

(1) A carrier shall deliver, at the request of a consignor, a bill of lading 

in one or more copies after receipt of the cargo. 
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(2) A carrier shall deliver, at the request of a consignor, a shipped bill 

of lading in one or more copies after loading the cargo, or shall indicate 

such loading on a bill of lading referred to in paragraph (1). 

(3) A carrier may authorize a shipmaster or other agent to deliver a bill 

of lading or to make indication as referred to in paragraph (2).
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 853 (Matters to be Stated in Bill of Lading)

(1) Matters of the following subparagraphs shall be stated on a bill of 

lading, and a carrier shall write his name and affix his seal or sign on 

a bill of lading:

 1. Name, nationality and tonnage of a ship;

 2. Kind, weight or volume of cargo, classification, number and mark of 

packing notified in writing by a consignor;

 3. Condition of external appearance of cargo;

 4. Name and trade name of a charterer or a consignor;

 5. Name and trade name of a consignee or a receiver of notice;

 6. Loading port;

 7. Unloading port;

 8. Freight;

 9. Place of issuance and date, month and year of its issuance; 

10. Number of copies if several copies of a bill of lading have been issued;

11. Name or trade name of a carrier; and

12. Seat of main place of business of a carrier

(2) If there is a suitable reason to doubt that weight, volume, number or 

mark of the cargo among the matters to be stated under paragraph (1) 

2 does not exactly indicate the cargo which a carrier has actually received, 

or if there is no proper method to confirm it, such statement may be omitted.

(3) A consignor shall be deemed to have guaranteed a carrier the cor- 

rectness of the matters to be stated under paragraph (1) 2.

(4) When a carrier has made notification on the cargo to a receiver of 

notice stated on a bill of lading, he shall be deemed to have notified a 

consignor, a holder of a bill of lading and other consignee.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 854 (Effect of Statement in Bill of Lading)

(1) In cases where a bill of lading has been issued under Article 853 (1), 

it is presumed that a contract of affreightment in a general ship has been 
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concluded between a carrier and a consignor and the cargo has been received 

or loaded as stated in a bill of lading.

(2) A carrier shall be deemed to have received or loaded the cargo as 

stated in a bill of lading and shall take the responsibility as a carrier 

as stated in a bill of lading to a holder who has acquired a bill of lading 

of paragraph (1) in good faith.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 855(Charter Party and Bill of Lading)

(1) When requested by a charterer, a shipowner shall issue a bill of lading 

under Articles 852 and 853 after receipt of the cargo.

(2) When a bill of lading has been issued under paragraph (1), a shipowner 

shall be presumed to have received or loaded the cargo as stated in a 

bill of lading.

(3) When a third party has acquired a bill of lading in good faith, a ship- 

owner shall have the right and obligation as a carrier under Article  

854 (2). The same shall also apply when a shipowner has issued a bill 

of lading to a third party at the request of a charterer.

(4) In cases of paragraph (3), a third party shall be deemed a consignor 

under Articles 833 through 835 and 837.

(5) In cases of paragraph (3), no special agreement that reduces or exempts 

the obligation and responsibility as a carrier in violation of Article 799 

shall be made.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 856 (Delivery of Certified Transcript)

A charterer or a consignor who has received a bill of lading shall, when 

requested by an issuer, deliver a certified transcript of a bill of lading 

on which he has signed and sealed or has signed.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 857 (Multiple Copies of Bill of Lading and Delivery of Cargo at 

Port of Unloading)

(1) Even if a holder of one of multiple copies of a bill of lading requests 

delivery of the cargo at the unloading port, a shipmaster shall not refuse 

such delivery.

(2) When a holder of one of multiple copies of a bill of lading has taken 

over the cargo under paragraph (1), other copies of a bill of lading shall 

become invalid. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]
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Article 858 (Multiple Copies of Bill of Lading and Delivery of Cargo at 

Place Other than Unloading Port)

At a place other than a unloading port, a shipmaster shall not deliver 

the cargo unless he has received all the copies of a bill of lading.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 859 (Request for Delivery of Cargo by Two or More Holders and 

Deposit)

(1) When two or more holders of a bill of lading have requested delivery 

of the cargo, a shipmaster shall deposit the cargo without delay and dis- 

patch such notice to each requester.

(2) When another holder has requested delivery of the cargo after a ship-

master delivered a part of cargo under Article 857 (1), the same as para- 

graph (1) shall apply to such undelivered cargo.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 860 (Ranking of Several Holders of Bill of Lading)

(1) With respect to the cargo deposited under Article 859, the right of 

a holder of a bill of lading who received a bill of lading from the former 

holder common to several holders of a bill of lading earlier than others, 

shall take precedence over the right of other holders.  

(2) With respect to a bill of lading dispatched to a person at a distant 

place, the time when the bill of lading has been dispatched shall be deemed 

the time delivered.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 861 (Provisions Applicable Mutatis Mutandis)

Articles 129, 130, 132 and 133 shall apply mutatis mutandis to a bill 

of lading referred to in Articles 852 and 855.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 862 (Electronic Bill of Lading)

(1) A carrier may issue an electronic bill of lading by means of registration 

with the registry agency designated by the Minister of Justice with the 

consent of a consignor or a charterer in lieu of issuance of a bill of lading 

referred to in Article 852 or 855. In such cases, an electronic bill of lading 

shall have the same legal effect as a bill of lading referred to in Articles 

852 and 855.

(2) Information of all the subparagraphs of Article 853 (1) shall be included 

in an electronic bill of lading and it shall come into effect when a carrier 

has transmitted with his electronic signature thereon and a charterer or 
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a consignor has received it. 

(3) A holder of a right of an electronic bill of lading may transfer such 

right in a way that he draws up an electronic document stating the intention 

of endorsement, attaches an electronic bill of lading thereto, and transmits 

them to other party through the designated registry agency.

(4) If other party has received an electronic document in which the intention 

of endorsement is stated according to the method prescribed by para-  

graph (3), it has the same effect as delivery of a bill of lading of Articles 

852 and 855 with endorsement, and a holder of a right who has received 

an electronic document of paragraphs (2) and (3) shall acquire the same 

right as a holder who has received a bill of lading of Articles 852 and 

855.

(5) Designation requirements of a registry agency of electronic bill of lading, 

electronic method of issuance and endorsement, specific receiving pro- 

cedure of cargo and other necessary matters shall be prescribed by Presi- 

dential Decree.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 863 (Issuance of Seaway Bill)

(1) If requested by a charterer or a consignor, a carrier may issue a seaway 

bill in lieu of a bill of lading of Article 852 or 855. A seaway bill may 

be issued in an electronic way according to the agreement between the 

parties.

(2) Matters of all the subparagraphs of Article 853 (1) shall be stated 

in a seaway bill in addition to the indication of seaway bill on it and a 

carrier shall sign and seal or sign thereon.

(3) Article 853 (2) and (4) shall apply mutatis mutandis to a seaway 

bill.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 864 (Effect of Seaway Bill)

(1) In cases where a seaway bill has been issued under the provisions 

of Article 863 (1), it shall be presumed that a carrier has received or 

loaded the cargo as stated in such seaway bill.

(2) In delivery of the cargo by a carrier, when there is a justifiable reason 

to believe that a receiver is a consignee or his agent as stated in a seaway 

bill, a carrier shall be exempted from his responsibility even if a receiver 

is not a holder of a right.
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[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

CHAPTER Ⅲ  MARITIME PERILS

SECTION 1  General Average

Article 865 (Requirements of General Average)

The damage and expenses which have arisen from the disposal of a ship 

or the cargo by a shipmaster in order to escape common peril of a ship 

and the cargo shall constitute the general average.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 866 (Sharing Expenses of General Average)

General average shall be shared by the persons interested in the ratio 

of the value of a ship and the cargo which escaped such peril, a half of 

the freight, and the amount of the general average.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 867 (Calculation of Sharing Amount of General Average)

In the determination of the sharing amount of general average, the value 

of a ship shall be its value at the time and place of arrival, and the value 

of the cargo shall be its value at the time and place of unloading: Pro- 

vided, That in regard to the cargo, the freight exempted from payment 

due to the damage and other expenses shall be deducted from its value.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 868 (Limited Liability of Sharer of General Average)

A person liable for share of general average under Articles 866 and 867 

shall be liable within the limit of the existing value at the time when 

a ship has arrived or the cargo has been delivered.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 869 (Calculation of Damages of General Average)

In the determination of the amount of general average, the value of a 

ship shall be its value at the time and place of arrival, and the value 

of the cargo shall be its value at the time and place of unloading: Pro- 

vided, That in regard to the cargo, all the expenses exempted from payment 

due to such damage shall be deducted.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 870 (Recourse against Liable Person)

If the common peril of a ship and the cargo has arisen from any defect 

in a ship or the cargo or from any other negligent act, a sharer of the 
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general average may exercise the recourse against the liable person.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 871 (Exclusion from Share of General Average)

The value of the arms kept in a ship, the wages of the crew, and the 

food and clothing of the crew and passengers, when they are preserved, 

shall not be included in the share of the general average, and such value 

shall be included in the amount of the general average if they have been 

lost.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 872 (Exclusion from Claim for Share of General Average)

(1) The value of equipment not entered in the inventory of equipment, 

the cargo loaded without a bill of lading or other document that can fix 

its price, or the currency or the securities and other valuables of which 

kind and value are not specified, if they are preserved, shall be included 

in a share of the general average, and such value shall not be included 

in the amount of general average if they have been lost.

(2) Paragraph (1) shall also apply to the cargo loaded on deck: Provided, 

That the same shall not apply in cases where loading on deck is permitted 

customarily or such navigation comes under coastwise navigation.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 873 (False Statement of Value of Cargo and General Average)

(1) In cases where the value of the cargo was stated higher than its actual 

value in a bill of lading or other document that can fix the price of the 

cargo, when the cargo is preserved, the amount of a share of the general 

average shall be determined according to such value as stated, and in 

cases where such value was stated lower than its actual value, such value 

as stated shall be the amount of general average when the cargo has been 

lost.

(2) Paragraph (1) shall apply mutatis mutandis to cases where a false 

statement has been made concerning the matters affecting the value of 

the cargo.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 874 (Recovery of Damage Which is General Average)

When a ship, the equipment or all or part of the cargo has returned to 

an owner after a shipowner, a charterer, a consignor, or other interested 

person shared the amount of general average, such owner shall return 

the balance of the general average remuneration after deducting therefrom 
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salvage remuneration and the amount of damage due to a partial loss.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 875 (Termination of Claim of General Average)

A claim which occurred due to general average or a recourse under Article 

870 shall terminate if no judicial claim is made within one year from the 

date when the calculation thereof is finished. In such cases, the proviso 

to Article 814 (1) shall apply mutatis mutandis.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

SECTION 2  Collision of Ship

Article 876 (Provisions Applicable to Collision of Ship)

(1) In cases where collision occurs between seagoing ships or between 

a seagoing ship and a ship of inland navigation, the provisions of this 

Section shall apply to the compensation for damages for a ship, or the 

goods or a person on board, on whatever waters the collision takes place.

(2) The term “collision of ship” in this Section means that two or more 

ships in their operation, by commission or omission, cause damage to a 

ship each other, to other ship, or a person or the goods on board, and 

shall not inquire whether direct contact has arisen.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 877 (Collision due to Force Majeure)

When the collision of ship takes place due to force majeure or the cause 

of the collision is not clear, a sufferer shall not claim damages due to 

the collision.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 878 (Collision due to Fault of One Party)

When the collision of ship takes place due to the fault of a crewman of 

one party, a shipowner of such party shall be liable to a sufferer for com- 

pensation for damage due to the collision. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 879 (Collision due to Fault of Both Parties)

(1) When the collision of ship takes place due to the fault of the crew 

of both parties, each shipowner shall share the liability for compensation 

for damage according to the relative seriousness of faults of both parties. 

In such cases, when it is unable to judge the relative seriousness of such 

faults, the liability for compensation for damage shall be shared equally.
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(2) In cases of paragraph (1), the shipowners of both parties shall be 

jointly and severally liable for compensation for damage to death and injury 

of a third party.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 880 (Collision due to Fault of Pilot)

In cases where the collision of ship also takes place due to the fault of 

a pilot, a shipowner shall be liable for compensation for damage in accord-

ance with Articles 878 and 879. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 881 (Termination of Claim for Collision of Ship)

A claim for damages which occurred due to the collision of ship shall ter- 

minate if no judicial claim is made within two years from the date of such 

collision. In such cases, the proviso to Article 814 (1) shall apply mutatis 

mutandis.
[This Article Wholly Amended by Act No. 8581, Au. 3, 2007]

SECTION 3  Salvage

Article 882 (Requirements of Salvage)

A person who, without any duty to do so, has salvaged a seagoing ship 

in distress on certain waters, or its cargo and other goods, may claim 

suitable remuneration for such result. The same shall apply to the salvage 

between a seagoing ship and a ship of inland navigation. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 883 (Determination of Remuneration)

In cases where there is no stipulation concerning salvage remuneration, 

when an agreement between the parties on such amount has not been 

made, the court shall, at the request of the parties, determine the amount 

taking the value of the salvaged ship and property, the degree of the peril, 

the effort and expense of a salvor, the degree of peril and his equipment 

encountered, the effect of the salvage, the effort for prevention of environ-

mental damage and all other circumstances into consideration.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 884 (Limit of Remuneration)

(1) Unless agreed otherwise, the amount of salvage remuneration shall 

not exceed the value of the salvaged object.

(2) When a preferential right of priority exists, the amount of the salvage 
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remuneration shall not exceed the balance after deducting the amount 

of the claim of the person who has such preferential right.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 885 (Special Remuneration for Environmental Damage Preventive 

Operations)

(1) A salvor who was engaged in the salvage operations, in cases where 

the environmental damage was apprehended to occur due to a ship or 

its cargo, accompanied with the reduction of the damage or the effect of 

the prevention, may claim the special remuneration for the expense spent 

for the salvage regardless of success or failure in the salvage and Article 

884.

(2) The term “expense” in paragraph (1) means the reasonable expense 

actually spent for the salvage operations and the just remuneration for 

the equipment used and the number of persons employed.

(3) A salvor may, when the environmental damage to occur was actually 

reduced or prevented due to the salvage operations, claim the increase 

of the remuneration, and the court shall determine whether to grant the 

increase or not and its amount taking the circumstances of Article 883 

into consideration. In such cases, the salvage remuneration shall not exceed 

double the amount of the expense of paragraph (1) even if it is increased.

(4) In cases where the reduction or prevention of the damage was hindered 

due to intention or negligence of a salvor, the court may reduce the amount 

as prescribed by paragraphs (1) and (3) or deny it.

(5) In cases where a salvor who performed one salvage operation may 

claim the remuneration as prescribed by Article 882 in addition to the 

special remuneration as prescribed by paragraphs (1) through (4), he may 

claim the larger amount of them as the salvage remuneration.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 886 (Payment Obligation of Salvage Remuneration)

A shipowner and other holders of the right on the property salvaged shall 

be liable to pay the remuneration for the salvage in proportion to the 

value of the ship salvaged or the property and to pay the salvage remuner-

ation, such as special remuneration.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 887 (Agreement on Salvage)

(1) In cases where the parties have made the salvage contract in advance 

and the salvage has been performed according to such contract, the mat- 
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ters not stipulated in the salvage contract shall be as prescribed by this 

Section, unless contrary to its nature.

(2) Even if the amount of salvage remuneration was agreed at the time 

of marine accident, when such amount is remarkably unjustifiable, the 

court may increase or decrease such amount taking the circumstances of 

Article 883 into consideration.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 888 (Distribution of Salvage Remuneration between Co-Salvors)

(1) In cases where several persons have been jointly engaged in the  

salvage, Article 883 shall apply mutatis mutandis to the distribution ratio 

of such salvage remuneration.

(2) A person who has been engaged in the life saving may receive the 

distribution of the salvage remuneration under paragraph (1).
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 889 (Distribution of Remuneration for Salvage Inside One Ship)

(1) In cases where a ship was engaged in the salvage and has received 

the salvage remuneration, first of all the amount of damage to such ship 

and the expense spent for the salvage shall be paid to a shipowner, and 

each half of the balance shall be paid to a shipmaster and the crew.

(2) With regard to the distribution of the salvage remuneration to be paid 

to the crew under paragraph (1), the shipmaster shall draw up a schedule 

of distribution taking the effort of each crewman, its effect and situation 

into consideration, and shall notify the crew of it before the termination 

of voyage.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 890 (Case of Salvage by Tugboat)

With respect to the salvage of a mother ship or its cargo by a tugboat, 

the salvage remuneration shall not be claimed unless special efforts, not 

deemed the performance of a towage contract, have been made.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 891 (Remuneration between Ships Belonging to Same Owner)

Even between ships which belong to the same owner, a person who has 

been engaged in the salvage may claim a suitable remuneration.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007] 

Article 892 (Persons Who Have No Claim for Salvage Remuneration)

The persons falling under the following subparagraphs shall not claim the 

salvage remuneration: 
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 1. A person who is engaged in the salvaged ship;

 2. A person who has caused any marine accident intentionally or by negli-

gence;

 3. A person who has enforced the salvage notwithstanding the just refusal; 

and

 4. A person who has concealed or disposed of the salvaged goods without 

justifiable reasons.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 893 (Preferential Right of Salvor)

(1) A claim for salvage remuneration of a person who has been engaged 

in the salvage shall have the preferential right on the cargo salvaged: 

Provided, That such right shall not be exercised on such cargo after a 

debtor has delivered it to a third acquisitor.

(2) The provisions concerning the preferential right in Article 777 shall 

apply mutatis mutandis to the preferential right of paragraph (1) unless 

contrary to its nature.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 894 (Authority of Shipmaster concerning Payment of Salvage Remu-

neration)

(1) A shipmaster shall, on behalf of a debtor who is to pay the salvage 

remuneration, have the authority to do all judicial and non-judicial acts 

concerning such payment.

(2) A shipmaster may become the party concerned of a lawsuit concerning 

the salvage remuneration, and its final judgment shall also be valid to 

a debtor of the salvage remuneration. 
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

Article 895 (Termination of Claim for Salvage Remuneration)

A claim for the salvage remuneration shall terminate if no judicial claim 

is made within two years from the date when the salvage has been finished. 

The proviso to Article 814 (1) shall apply mutatis mutandis to this case.
[This Article Wholly Amended by Act No. 8581, Aug. 3, 2007]

ADDENDA

Article 1 (Mandatory Provisions)

The scope of petty merchants shall be determined by a Cabinet Order.

Article 2 (Idem)
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The lakes, rivers, ports and bays under Article 125 shall be determined 

by a Cabinet Order.

Article 3 (Deferment of Giving Public Notice on Commercial Registration)

(1) The provisions relating to the public notices mentioned in Article 36 

shall no longer apply after a reasonable period. Such period shall be de-

termined by the Supreme Court Regulations.

(2) If, in the case of the preceding paragraph, the registration has been 

effected in the period mentioned in the preceding paragraph, public notice 

shall be deemed to have been made.

Article 4 (Prohibition on Issuance of Share Certificate in Bearer Form 

Company to be Organized only by Nationals of Republic of Korea)

The stock company which should be organized by only nationals of the 

Republic of Korea in accordance with the Acts and subordinate statutes, 

and a stock company having special rights. on the condition that it is 

to be organized by only nationals of the Republic of Korea, shall not issue 

share certificates in bearer from. If the above mentioned provisions have 

been contravened, such share certificates shall be null and void and the 

last non-bearer shareholder shall be a shareholder.

Article 5 Deleted. <by Act No. 3724, Apr. 10, 1984>

Article 6 (Qualification of Company Commissioned to Offer Bonds for Sub-

scription)

No person other than a bank, trust or securities company shall be commis-

sioned to offer bonds for subscription or become a successor of the business 

under Article 483. <Amended by Act No. 3724, Apr. 10, 1984>

Article 7 (Method to Deposit Bearer Bond Certificate by Holder thereof)

If the holder of bearer bond certificates has not deposited his bond 

certificates with the public official who is in charge of deposit in accordance 

with the provisions of Articles 491 (4) and 492 (2) or provisions to be 

applied mutatis mutandis, he shall deposit such bond certificates in the 

bank or trust company which is to be designated by the Chief Justice 

of the Supreme Court. <Amended by Act No. 1212, Dec. 12, 1962>

Article 8 (Manner of Public Notice relating to Meetings of Bondholders)

The public notice with regard to convocation of meeting of bondholders, 

payment of redemption amount or execution of resolution of meeting of 

bondholders relating to payment of redemption amount shall be given of 

public notice determined by Articles of incorporation of issuing company 
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according to the manner.

Article 9 (Mandatory Provisions)

The Form of the inventory of equipments mentioned in Article 742 shall 

be determined by a Cabinet Order.

Article 10 (Idem)

The scope of coastal navigations mentioned in the proviso of Article 839 

(2) shall be determined by a Cabinet Order.

Article 11 (Idem)

The matters concerning the enforcement of this Act shall be determined 

by separate Act.

Article 12 (Enforcement Date and Effect of Old Act)

(1) This Act shall enter into force on Jan. 1, 1963.

(2) The Commercial Act, Limited Liability Company Act, Act for En-

forcement of the Commercial Act, Act for Enforcement of Amendment of 

the Commercial Code applied in accordance with Article 1 of the Chosun 

Civil Affairs Ordinance shall be effective until the date of enforcement 

of this Act.

ADDENDUM <Act No. 1212, Dec. 12, 1962>

This Act shall enter into force on January 1, 1963.

ADDENDA <Act No. 3724, Apr. 10, 1984>

Article 1 (Enforcement Date)

This Act shall enter into force on September 1, 1984.

Article 2 (Principles of Transitional Measures)

Except as otherwise provided, this Act shall be applicable to the matters 

which have taken place before the enforcement of this Act: Provided, That 

any effect given by the previous provisions shall not be affected.

Article 3 (Transitional Measures as to Trade Books, etc.)

The previous provisions shall apply with respect to trade books and 

supplementary schedules, which a person who is a merchant when this 

Act enters into force should prepare before the fixed time under the revised 

provisions of Article 30 (2) (for the company, this date means the period 

for settlement of accounts; hereinafter referred to as the same in this 

Article), to the accounts to be made before and at the fixed time.
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Article 4 (Transitional Measures as to Minimum Amount of Capital of Stock 

Company)

(1) A company which has been formed as a stock company before the en-

forcement of this Act, and the capital of which is less than fifty million 

won at the enforcement date of this Act, shall increase its capital to fifty 

million won or more, or alter its organization into a limited liability company 

within three years from the enforcement date of this Act.

(2) If the company fails to take such a procedure in the period as prescribed 

in paragraph (1), it shall be regarded as being dissolved.

(3) The companies which are as considered to have been dissolved under 

paragraph (2) but the liquidation of which is not closed, may continue 

their operation by a special resolution as prescribed in Article 434, 

according to the procedure in paragraph (1) within one year from the 

enforcement date of this Act. <Newly Inserted by Act No. 4372, May. 31, 1991>

Article 5 (Transitional Measures as to Par Value of Shares)

(1) With respect to the par value of shares of stock company issued formed 

before the enforcement of this Act, the previous provisions shall be 

applicable for three years from the enforcement date of this Act regardless 

of the revised provisions of Article 329 (4).

(2) A stock company formed before the enforcement of this Act shall 

consolidate the shares by a resolution under Article 434, in order to make 

the shares the par value of which is less than five thousand won into 

those above five thousand won, within three years from the enforcement 

date of this Act. In this case, the provisions of Articles 440 through 444 

shall be applicable mutatis mutandis.

Article 6 (Transitional Measures as to Transfer of Shares before Issuing 

Share Certificates)

The revised provisions of the proviso of Article 335 (2) shall also be 

applicable to a transfer of shares which has been made without issuing 

the share certificates before the enforcement of this Act.

Article 7 (Transitional Measures as to Transfer of Shares by Delivery of 

Share Certificates)

(1) With respect to a transfer or acquisition of shares before the en-

forcement of this Act, the previous provisions of Articles 336 and 359 

shall be applicable even after the enforcement of this Act: Provided, That 

with regard to a possession of share certificates after the enforcement 
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of this Act, the revised provisions of Article 336 (2) shall be applicable.

(2) Even though a person who has, after the enforcement of this Act 

acquired share certificates issued before the enforcement of this Act, has 

not investigated as to the uninterrupted series of endorsements or the 

propriety of instrument for conveyance, the failure of such investigation 

shall not be considered as an act of bad faith or gross negligence, for the 

purpose of application of the revised provisions of Article 359.

Article 8 (Transitional Measures as to Transfer Agent)

(1) A transfer agent who was appointed before the enforcement of this 

Act, under Article 11-6 of the Capital Market Promotion Act, shall be 

regarded to have been appointed under the revised provisions of Article 

337 (2) of this Act.

(2) The qualification of the transfer agent under this Act shall be de-

termined by a Presidential Decree.

Article 9 (Transitional Measures as to Acquirement of Shares of Parent 

Company by Subsidiary Company)

(1) If a subsidiary company which is subject to Article 342-2, has the 

shares of a parent company which is subject to the said Article, at the 

time this Act enters into force, the former shall dispose of such shares 

within three years from the enforcement date of this Act.

(2) The provisions of Article 625-2 shall be applicable mutatis mutandis  

to the case of non-disposition of shares in contravention of the provisions 

of paragraph (1).

Article 10 (Transitional Measures as to Non-bearing of Share Certificates)

A measure pertaining to the non-issue of share certificates, which was 

taken before the enforcement of this Act, under the provisions of Article 

11-7 of the Capital Market Promotion Act, shall be considered to have 

been taken under the revised provisions of Article 358-2 of this Act.

Article 11 (Transitional Measures as to Period of Closure of Register of 

Shareholders and Record Date)

If a day within two weeks from the day of enforcement of this Act is 

determined as the period of closure of shareholders’ register or the record 

date, the previous provisions shall be applicable.

Article 12 (Transitional Measures as to Exercise Vote in Disunity)

The revised provisions of Article 368-2 (including the cases to which this 

Article is applied mutatis mutandis by Articles 308 (2) and 527 (3)) shall 
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not be applicable to the exercise of a vote at a general shareholders’ meeting 

or inaugural general meeting which is held on a day within two weeks 

from the enforcement date of this Act.

Article 13 (Transitional Measures as to Action for Affirming Non-existence 

of Resolution of General Meeting)

The revised provisions of Article 380 (including the cases to which this 

Article is applied mutatis mutandis by Articles 308 (2) and 578) shall 

also be applicable to the cases pending to the court at the time when 

this Act enters into force: Provided, That the effect of an action brought 

before the enforcement of this Act shall not be affected.

Article 14 (Transitional Measures as to Term of office of Directors and 

Auditors)

With respect to the term of office of directors and auditors of a stock 

company who are in office at the time this Act enters into force, the 

previous provisions shall be applicable, regardless of the revised provisions 

of Articles 383 (2) and 410.

Article 15 (Transitional Measures as to Duty and Power of Auditors)

With respect to the duty and power of an auditor of a stock company 

appointed before the enforcement of this Act, and is in office before closing 

of a ordinary general meeting relating to the period for the settlement 

of accounts which arrives first after the enforcement of this Act, the previous 

provisions shall be applicable.

Article 16 (Transitional Measures as to Representative of Company for 

Action between Company and Directors)

With respect to the person who is to represent a company in an action 

brought by a stock company against a director (including a liquidator, 

and hereinafter referred to the same in this Article) and vice versa, the 

previous provisions shall be applicable until the ordinary general meeting 

relating to the period for the settlement of accounts which arrives first 

after the enforcement of this Act, is closed.

Article 17 (Transitional Measures as to Allotment of New Shares)

When a resolution to issue new shares is adopted before the enforcement 

of this Act, the revised provisions of Article 418 (2) shall not be applicable.

Article 18 (Transitional Measures as to Time of Effecting New Shares)

When a resolution to issue new shares is made before the enforcement 

of this Act, the time when a person becomes a shareholder shall be 
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determined according to the previous provisions, regardless of the revised 

provisions of Article 423.

Article 19 (Transitional Measures as to Reduction of Capital)

When a resolution concerning the reduction of capital is made before the 

enforcement of this Act, the fractional shares shall be disposed of according 

to the previous provisions, regardless of the revised provisions of Article 

443 (1).

Article 20 (Transitional Measures as to Time to Pay Dividend)

The revised provisions of Article 464-2 shall not be applicable to the 

dividend which has been decided to be paid by a resolution under Article 

449 (1) before the enforcement of this Act.

Article 21 (Transitional Measures as to Issuance of Convertible Bonds)

When a resolution to issue convertible bonds has been made before the 

enforcement of this Act, such bonds shall be issued according to the previous 

provisions.

Article 22 (Transitional Measures as to Prohibition against Granting 

Benefits)

The revised provisions of Article 467-2 shall not be applicable to an act 

performed before the enforcement of this Act.

Article 23 (Transitional Measures as to Disclosure of Balance Sheet for 

Merger)

The revised provisions of Article 522-2 (including the cases to which this 

Article is applied mutatis mutandis by Article 603) shall not be applicable 

to a case where the general shareholders’ meeting under paragraph (1) 

of the said Article is to be held on a day within two weeks after the enforcement 

of this Act.

Article 24 (Transitional Measures as to Total Amount of Capital of Limited 

Liability Companies)

(1) A company which was a limited liability company before the enforcement 

of this Act, and whose total amount of capital and amount of one contribution 

unit at the time of enforcement of this Act are less than the amount as 

prescribed in the revised provisions of Article 546, shall raise the amount, 

in the case of the total amount of capital, to ten million won or more, 

and, in the case of the amount of contribution unit, to five thousand won 

or more, within three years from the enforcement date of this Act.

(2) The company which fails to raise its total amount of capital within 
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the period as prescribed in paragraph (1) shall be deemed to have been 

dissolved.

(3) The companies which as considered to have been dissolved under 

paragraph (2), but the liquidation of which is not completed, may continue 

their operation by a special resolution as prescribed in Article 585, 

according to the procedure as referred to in paragraph (1) within one 

year from the enforcement date of this Act. <Newly Inserted by Act No. 4372, 

May. 31, 1991>

Article 25 (Revision of Relevant Acts and Relations with Other Acts)

(1) through (7) Omitted.

(8) In the cases where the previous provisions of the Commercial Act are 

cited in the Acts other than those prescribed in paragraphs (1) through (7), 

at the time this Act enters into force, if the provisions corresponding to 

them are included in this Act, such corresponding provisions of this Act 

shall be considered to have been cited in lieu of the previous provisions.

ADDENDUM <Act No. 4372, May 31, 1991>

This Act shall enter into force on the date of its promulgation.

ADDENDA <Act No. 4470, Dec. 31, 1991>

Article 1 (Enforcement Date)

This Act shall enter into force on January 1, 1993.

Article 2 (Transitional Measures)

(1) The provisions of Part Ⅳ of this Act shall also be applicable to any 

insurance contract concluded before this Act enters into force: Provided, 

That the effect given by the previous provisions shall not be affected.

(2) The provisions of Part Ⅴ of this Act shall not be applicable to any 

obligation on damages caused by any accident taken place before this Act 

enters into force, but the previous provisions shall be applicable.

Article 3 (Transitional Measures concerning Application of Limitation 

Tonnage)

In application of Article 751, the gross tonnage shall be applicable in lieu 

of the international gross tonnage to a ship which is engaged in an in-

ternational navigation, and fails to be delivered an international tonnage 

certificate or written international tonnage confirmation by the Admin-
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istrator of the Korea Maritime and Port Administration under Article 13 

of the Vessels Act.

Article 4 (Relation with Other Acts)

In case where other Acts cite the previous provisions of the Commercial 

Act at the time this Act enters into force, if the provisions corresponding 

to them are included in this Act, such corresponding provisions of this 

Act shall be considered to have been cited in lieu of the previous provisions.

ADDENDA <Act No. 4796, Dec. 22, 1994>

Article 1 (Enforcement Date)

This Act shall enter into force on January 1, 1995.

Articles 2 through 4 Omitted.

ADDENDA <Act No. 5053, Dec. 29, 1995>

Article 1 (Enforcement Date)

This Act shall enter into force on October 1, 1995.

Article 2 (Principles of Transitional Measures)

Except as provided otherwise by this Act, this Act shall also apply to 

the matters taken place before this Act enters into force: Provided, That 

it shall not affect any effect taken pursuant to the previous provisions.

Article 3 (Transitional Measures concerning Trade Books, etc.)

The previous provisions shall apply with respect to trade books and sup-

plementary schedules, which a person who is a merchant at the time this 

Act enters into force should prepare before the fixed time under the revised 

provision of Article 30 (2) (for the company, this date means the period 

for settlement of accounts; hereinafter referred to as the same in this 

Article) which arrives for the first time after the enforcement of this Act, 

and to the accounts to be made before and at the fixed time.

Article 4 (Transitional Measures concerning Class of Shares Having 

Preferential Rights)

Any class of shares having preferential rights, issued before this Act 

enters into force, shall be subject to the previous provisions.

Article 5 (Transitional Measures concerning Term of Office of Auditor)

The term of any auditor of a stock company, who is in office at the time 

this Act enters into force, shall be subject to the previous provisions.
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Article 6 (Relation with Other Acts)

In case where other Acts cite the provisions of the previous Commercial 

Act at the time this Act enters into force, if the provisions corresponding 

to them are included in this Act, such corresponding provisions of this 

Act shall be considered to have been cited in lieu of the previous provisions.

ADDENDA <Act No. 5591, Dec. 28, 1998>

Article 1 (Enforcement Date)

This Act shall enter into force on the date of its promulgation: Provided, 

That the amended provisions of Article 382-2 shall enter into force six 

months after its promulgation.

Article 2 (Principles of Transitional Measures)

Except as otherwise prescribed by this Act, this Act shall also apply to 

matters which took place before this Act enters into force: Provided, 

That it shall not affect any effect taken pursuant to the previous provisions.

Article 3 (Transitional Measures concerning Merger)

With respect to a merger effected pursuant to a merger contract concluded 

prior to the enforcement of this Act, the previous provisions shall continue 

to apply even after this Act enters into force: Provided, That the period of 

institution of an objection by creditors under Articles 232 and 527-5 shall 

apply to that publicly notified on or after the enforcement date of this Act.

Article 4 (Transitional Measures concerning Application of Penal Pro-

visions)

The application of penal provisions to an act conducted prior to the

enforcement of this Act, and to acts conducted after the enforcement of 

this Act which are subject to the previous provisions under Article 3,  

shall follow the previous provisions.

Article 5

(1) through (8) Omitted.

(9) In case where other Acts cite the provisions of the previous Com- 

mercial Act at the time this Act enters into force, if the provisions 

corresponding to them are included in this Act, such corresponding 

provisions of this Act shall be considered to have been cited in lieu of 

the previous provisions.
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ADDENDA <Act No. 5809, Feb. 5, 1999>

Article 1 (Enforcement Date)

This Act shall enter into force six months after its promulgation. (Pro- 

viso Omitted.)

Articles 2 through 6 Omitted.

ADDENDA <Act No. 6086, Dec. 31, 1999>

Article 1 (Enforcement Date)

This Act shall enter into force on the date of its promulgation.

Article 2 (Principles of Transitional Measures)

Except as otherwise provided, this Act shall also apply to the matters 

which occurred before the enforcement of this Act: Provided, That this 

shall be without prejudice to any effect given by the previous provisions.

Article 3 (Transitional Measures concerning Division)

The previous provisions shall continue to govern even after the enforce- 

ment of this Act with respect to the division of a corporation effected under 

a division agreement that was concluded before this Act enters into force.

Article 4 Omitted.

ADDENDA <Act No. 6488, Jul. 24, 2001>

(1) (Enforcement Date) This Act shall enter into force on the date of its 

promulgation.

(2) (Application Examples for Request for Action Cost by Shareholders 

Instituting Action who Won Case) The amended provisions of Article 

405 (1) shall apply also to the pending case at the court at the time of 

enforcement of this Act.

(3) (General Transitional Measures) This Act shall apply also to the case 

occurred prior to the enforcement of this Act unless otherwise prescribed 

by this Act: Provided, That this shall not affect the validity accrued by 

the previous provisions.

ADDENDUM <Act No. 6545, Dec. 29, 2001>

This Act shall enter into force on July 1, 2002.
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ADDENDA <Act No. 8581, Aug. 3, 2007>

Article 1 (Enforcement Date)

This Act shall enter into force one year after the date of its promulgation: 

Provided, That the part for the amount of money of two units of account 

per kilogram of the amended provisions of Article 797 (1) shall enter into 

force three years after the date of its promulgation. 

Article 2 (Transitional Measures for Way Bill)

Any way bill issued under the former provisions at the time when this 

Act enters into force, shall be deemed any freight details issued under 

the amended provisions of Article 126.

Article 3 (Transitional Measures for Compensation for Damage)

Notwithstanding the amended provisions of Part Ⅴ, the former provisions 

shall apply to a claim concerning the damage incurred due to an accident 

which has taken place and other cause of compensation for damage before 

this Act enters into force.

Article 4 (Transitional Measures for Limit of Liability)

With respect to the limit of liability of a shipowner under the amended 

provisions of Article 770 (1) 1 for the accidents which have taken place 

for three years after this Act enters into force, the amount of money obtained 

by multiplying the passenger capacity stated in a ship inspection certif- 

icate of such ship by 87,500 units of account shall be the limit of liability. 

Article 5 (Transitional Measures for Claim and Obligation of Carrier, etc.)

(1) In cases where a carrier or a shipowner has concluded a contract of 

affreightment in a general ship, a voyage charter or a time charter before 

this Act enters into force, notwithstanding the amended provisions of 

Articles 814 (2), 840 and 846, the former provisions shall apply to the 

termination of the claim and the obligation to a charterer, a consignor 

or a consignee. 

(2) In cases where a shipowner has concluded a ship lease contract before 

this Act enters into force, notwithstanding the amended provisions of Article 

851, the former provisions shall apply to the termination of the claim 

between the parties.

Article 6 (Transitional Measures for Ship Lease Contract)

A ship lease contract concluded before this Act enters into force shall be 

deemed to have effect of a bareboat charter under the amended provisions 

of Article 847 at the same time when this Act enters into force.
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Article 7 (Transitional Measures for Bill of Lading)

A bill of lading issued under the former provisions at the time when this 

Act enters into force shall be deemed a bill of lading suitable to the amended 

provisions of Article 853 (1).

Article 8 (Relations with Other Acts)

In cases where the former provisions of the Commercial Act have been 

cited by other Acts at the time when this Act enters into force, if the 

provisions corresponding to those cited are in this Act, it shall be deemed 

that the corresponding provisions of this Act have been cited in lieu of 

the former provisions.

Article 9 Omitted.

ADDENDA <Act No. 8582, Aug. 3, 2007>

Article 1 (Enforcement Date)

This Act shall enter into force on January 1, 2008. (Proviso Omitted.)

Articles 2 through 7 Omitted.


