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SERAAIRITAR AR - S5 - AR F0|(2006K~201 1)

250,000

(291 219

200,000

150,000

100,000 -

/ = 2= K| AH(GAAP)
== x| 7| X} £ (GAAP)
‘__M == 2K} (GAAP)

=H=R}7| = (IFRS)
=0= L X} (IFRS)

50,000

= 2= X} AL(IFRS)

2006 2007 2008 2009 2010 2011

F: 201093 o]AE K-GAAP 71& A&, 2010 o]3%= [FRS &
GEREEE LR RE

(E N-08) BRARIETA| T2 MEsd

K-GAAP 71 K-IFRS 91471

2006 2007 2008 2009 2010 2010 2011

T A 113,974 | 114,438 | 119,817 | 132,771 | 184,844 | 186,430 | 234,259
A7) A 96,538 | 98,683 | 100,194 | 102,814 | 105,237 | 105,576 | 108,450
5oA 17436 | 15755| 19,623 | 29,956 | 79,607 | 80,854 | 125809
Rl 10,402 | 9990 | 13964 | 23538 | 70,554 | 71568 | 113863
v & o 17211 | 18129 | 20445| 20,054 | 21,447| 63992| 63,258
FHETF 2903 | 2166 1,852 1,295 2294 2,644 5972
371019 2,170 1,489 1,388 816 1,421 1,481 2,932

7 K- GAAP 7% 854

EFETA R EFERA

A5 G AT SR FA

o,

G5l

238 227 269 331 904 904 2,518

@713 E ® AR, IFRS 71% 853 =+



168

(E N-49) SEETARISAR| RIFAZ

(0 %)
K-GAAP 7% K-IFRS 9147]%
2006 2007 2008 2009 2010 2010 2011
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(E N-51) SEARAUTAL Al RIS BE

109 104
(K-GAAP) | (K-IFRS)

5 A(A) 1575552 | 1962287 | 299639 | 7960,714 | 8,084,708 | 12578289

T 2 07d 08 094

- @A 1,064,103 | 1,121,025 | 1,487,414 | 2,297,054 | 2,300434 | 2,836,379
;‘} - A - -| 119,140 | 3,102,773 | 3,106,951 | 6,415,720
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CHE N-57) HAMTE 2F 7t
(9] 99)
g = 2007 2008 2009 2010 |2011()4h)
1. $Z47H1+2) 10,272 10,697 11,000 11.277 11,634
1. A7t 8.238 8,534 8,739 9,250 9,843
2. AFARF 2,034 2,163 2,261 2,027 1.791
I. T7U41x2) 8713 8,793 8953 9525 9419
1 (%) 3,064 3,088 3147 3.326 3311
2. B Y/n) | 2844 284.7 284.5 286.4 284.5
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<Abstract>

Potential Debt Risks of the Public
Corporations in Korea

Park Jin
Choi Joonook
Kim Jiyoung

Heo Kyoungsun

Korea shows relatively low government debt/GDP ratio of 38% as of
2011. However, it should be noted that such a low ratio does not include
the debt by the 288 public corporations of which aggregated liability
amounts to 36% of GDP. The top 7 in the high debtors’ list take up
95% of the total, and they are: Land & Housing (LLH), Electricity
(KEPCO), Gas (KOGAS), Expressway (KEC), Water Resource
(K-Water), Oil (KNOC), and Railway (KORAIL).

The ‘most risky’ financial statement is found in KEPCO. Though the
second in the volume, it shows negative operating profits 4 years in a
row. The next ‘very risky’ one is KORAIL which is enjoying transient
positive profit. The biggest debtor LH taking up 41% of the total
liabilities by public corporations, is surprisingly categorized to the ‘risky’,
not ‘very risky’ because it shows interest coverage ratio of 610%, the
highest among the top 7 debtors. KOGAS and KNOC are also in the
league of the ‘risky’ followed by K-Water and Expressway in the
‘potentially risky’ group.

The liability of public corporations is a result of two types of collusion
by three parties: the government, public corporations, and the citizen.

The first type is public projects conducted by the debt of public
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corporations not by the government budget, which enables the
government to enjoy low debt/GDP ratio. The public corporations do not
mind these debt-ridden projects because it will expand their political
power and staffs’ promotion opportunity. The citizen look forward to
those projects because they will be beneficiaries. The second type of
collusion is low public utility rate such as electricity, water, gas, toll fee
etc, which is of course very welcomed by the citizen. The government
enjoys low inflation rate and consequential favorable approval rating by
the citizen. The public corporation accepts the regulated price level
partly by the government pressure and partly by the belief that the low
rate will put more distance to the privatization.

The background of the debt problem is the three party collusion
through which both the government and the citizen seek its own benefit
without paying the cost. This unpaid cost is eventually shifted to the
next generation as a form of debt. The government should finance the
public projects by the budget not by the debt of public corporations. The
citizen also should be ready to pay a utility rate that can recover the
costs. Of course, the public corporations should do their homework by
innovating themselves to be more efficient. To solve the debt problem,

all three parties should change.
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