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I. Accrual Accounting in Korean Public Sector

Public
Institutions

GFS & PSDS

Introduced accrual accounting since FY09 National Ministry of
v’ 2-year trial period (FY09-10) Accounting Strategy and
v Submitted CFS to National Assembly since FY11 Act Finance
v Trial period (FY03-06)
v" Implemented full accrual accounting since FYO7 | | Local Finance | | Ministry of the
v Submitted F/S to local councils with CPA review Act Interior
reports attached
v" Introduced IFRS (FY11 for public corporations,
FY13 for quasi-governmental institutions) Act on the Ministry of
v" Submitted F/S to the MOSF with CPA audit Mez)l;apguea}gnt Strategy and
opinions attached S Finance
Institutions
v" MOSF submitted CFS to National Assembly
v" GFS: Prepared and submitted to IMF from FY11 -
based on GFS Manual 2001 National Ministry of ;
v PSDS: Prepared and submitted to OECD from Finance Act Str?itnegrzlczn

FY12 based on PSDS manual
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I1. Updates on Accrual Accounting in Government

B Summary of Framework of Accrual Accounting System

Central Government Local Government

Supervising v" Ministry of Strategy and Finance v Ministry of the Interior
Agency

—— a_nd v" National Accounting Act v" Local Finance Act

Regulations
_ _ v , . . . v . . .

Deliberative Dellbera_tlve Committee on National Dellbera_tlve Committee on Local
C it Accounting System Accounting System

Sitilazss * National Accounting Act (article 8) * Local Finance Act (article 53-3)

v" Government Accounting and Finance : .
v
Statistics Center(GAFSC) Local Accounting Statistics Center

* Local Finance Association(LOFA)

Supporting
Organization

* Korea Institute of Public Finance(KIPF)
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I1. Updates on Accrual Accounting in Government

M Legal Framework of National Accounting

National Accounting Act .

<

Enforcement Decree of

National Accounting Act

L

National Accounting Standards

Technical Releases(22)

Kipf
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Structure and composition of the Consolidated
Financial Report

Information to be presented in Revenue and
Expenditure Reports, preparation and submission
of supplementary documents

F/S preparation (Statement of Financial Position,
Statement of Financial Operations, Statement of
Changes in net assets)

Definition and measurement of assets and
liabilities

Technical Releases on accounting methods, such
as pension, cost, lease, BTO, BTL, etc.



Bl Prior to reform (up to 2014) |§

v' Supplementary Standards and
Technical Releases come in various
and unsystematic formats such as

I1. Updates on Accrual Accounting in Government
B Reform of KNAS Framework

| After reform (from 2015) |

v" Technical Releases had been
standardized into a paragraph format.

provision, paragraph and narration.

v" Technical Releases had been
reorganized by similar topics.

v Scope of each Technical Release was
overlapped, giving rise to multiple
Releases covering the same issue.

« National Accounting Standards
« 5 Supplementary Standards
« 20 Technical Releases

« National Accounting Standards
« 22 Technical Releases

The reform will improve usability and produce financial statements

comparable with those of other countries, thus enhancing overseas
confidence in Korea’s fiscal transparency.
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I1. Updates on Accrual Accounting in Government

M Legal Framework of Local Accounting

Local Finance Act

—_—

Enforcement Decree of the Local Finance Act

G-
Local Accounting
Standards
<=
4 Y4 )
Supplementary Standard on Review Standard on
Cost Accounting Financial Statements
> < <
Financial Accounting Financial Accounting
Managerial Regulations || Rules )

Local Government
Fnandal Reporting Manual

- Currently on the legislation of the Local Accounting Act
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. Introduction to GFS
M Filing Status of Government Finance Statistics (GFS)

= GFS(Government Finance Statistics) were prepared by IMF for the purpose of providing statistics
in governments' financial operation, financial position, etc., and Korea compiles GFS annually
and submits them to the IMF.

= PSDS(Public Sector Debt Statistics) are detailed guidelines for debt instruments, prepared by 9

international organizations including IMF. Korea compiles PSDS annually and submits them to

the OECD.
Manual Coverage Statements Submission Utilization
(Flow) Statement of Government
General Operations, Statement of sources International
GFS ) and uses of cash, revenue, IMF bilit
Gov't expenditure, transactions, etc. comparabiiity
(Stock) Statement of Financial Position
Public (Stock) Statement of dgbt .|nstruments Management of
PSDS by type, maturity, interest rate, OECD _
Sector fiscal soundness
currency, and counter-party
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. Introduction to GFS

B Changes in International Statistics Guidelines and GFS in Korea

1974 Regulation of = Compiled based on GFSM 1974 and
GFSM1974 submitted to IMF
1979 iled based h
GESM1986 = Compiled based on GFSM 1968 (cash-

1986 basis) and submitted to IMF

(1st Revision)

Compilation of GFS based on GFSM 2001 for

T
1
2001 GFSM2001 : 2012 FY11
(2nd Revision) |
2012 Accrual-basis PSDS i
{uzlie I = Compiled the statistics based on PSDS
Sector/ | 2014
I and submitted to OECD for FY12
2015 GFSM2014 Debt I
(3rd Revision) Instruments) 1

(*) GFSM(Government Finance Statistics Manual), PSDS(Public Sector Debt Statistics)
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. Introduction to GFS

B Change in manual

| GFSM 2001

Cash Basis

CA AC Accrual Basis

Cash MNoncash

(*) A trend of changing from cash basis to accrual basis is observed.
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. Introduction to GFS

B Sectors and Institutional Units in Korea

Non-profit org.

Affiliated organizations (Central)

Affiliated organizations (Local)

Classification

Other organizations

Kipf
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""""""""""""""""""""""" |
1
1
:
General Government ! Public Corporations
i
1
i ] i | l
Central Local i Financial NonFinancial
Government Government A Public Public
o ) i Corporations Corporations
Non Non i
Buaolget market Buadrget market i e | ft inctituti
y NPIS y NPIS : IS nonprofit institutions.
]

184

ik
2
277

Non-financial public

51

175

Financial public

Non-profit public organizations
based on GFSM 2001 have been

added to compilation.

Based on PSDS manual, non-
financial public corporations have
been added to general

government .

- 316
- - 142
1 1 7

12 1 465
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IV. Achievements and Future Challenges

B Achievements (Systematic Management)

/(9 >
= r Statement of Financial Position
Commodi
Property ty Assets Liabilities
@
] Debt
Credit
€ J Net Assets
@ )
C )

Now it is possible to identify all assets, liabilities, & net

assets by preparing accrual-based financial statements.
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IV. Achievements and Future Challenges

B Achievements (Assets)

4 )
Infrastructure * Identified the omitted SOC in the course of due diligences
Assets
\_ _J
Changes in Land tin trillions of won) Changes in Structures f(in trillions of won)
50 -+ 30 -
43.62 4357 43.46 25.21 25.62
o PY s 23.92
40 -
20
30
15 -
20 -
10 -
10.68 10.78 10.9 10.85
10 4 @ -0~ -0—
51 212 2.65 2.65 29
.’. F .
O T T T T T T 1 0 T T T T T T
FYO7 FYO8 FY09 FY10 FY11 FY12 FY13 FYO7 FY08 FY09 FY10 FY11l FY12 FY13
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IV. Achievements and Future Challenges

B Achievements (Liabilities)

Pension

Liabilities

120 -

100 -

80 -

60 -

40 -

20 -

(" )

* As pension liabilities are recognized for public officials and soldiers,
the needs for pension reforms have been triggered.

. _/

Changes in Liabilities & Debts f(in trillions of won)

111.79

=o—National liabilities

33.97 =—National debts
= 4251
40.28 :
34.61 37.38
FY09 FY10 FY11 FY12 FY13
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IV. Achievements and Future Challenges

B Achievements (GFS & PSDS)

( )
International Improvement of international comparability, and active utilization of
comparability the statistics as indicators for financial crisis and fiscal soundness
\_ _J
General government debt(% of GDP) Public sector debt(% of GDP)
300 300.0
245
250 250.0 -
200 - 200.0 -+
150 - 140127143 1500 A 39
112107106103 ” 12.5
100 - 84 75 100.0 - 27 m NPC
re ' 10.2
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0 - 0.0 - l
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SF 2E§EVeIs EZZRTEE = F & 2 & = =
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IV. Achievements and Future Challenges
M Future Challenges

N

Step 4 Utilize accrual accounting
| iInformation for decision—making

N

Step 3, Strengthen connection with performance
\_/ evaluation

N

Step 2 Improve financial reports to increase usefulness

\_/ of financial information

Step Promote public relations for accrual

\_/ accounting system
| €7, P 1
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