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Abstract

A study on the current state and management plan
of public sector guarantees for housing-related loans

Younghoon Yoon and Eunju Yang

In the case of guarantee projects performed by the public sector, there
is no problem when there are no major shocks in the market. However,
in the event of a major market crisis, such as a financial crisis, the
repayment of private debt can eventually become an additional financial
burden for the government, so systematic management is necessary. This
study first identifies the current state of guarantees in the public sector for
housing-related loans and, through a stress test, confirms the possibility of
additional financial burdens that the government can bear in the event of
a contingency. Next, we review the government's accounting disclosures
on public sector guarantees for housing-related loans in Korea, and
analyze whether Korea's public sector guarantees are properly managed
through comparison with foreign cases. Based on the results of this
analysis, we present a plan to improve the disclosure system related to
government guarantees, focusing on public sector guarantees for
housing-related loans. As an improvement plan for the National Statement
of Accounts, first, we propose to separately describe not only the total

guarantee balance but also the guarantee balance by detailed business in

Abstract © 117



the current status of guarantee provision liabilities., Second, we propose a
method of explaining the calculation details of guarantee provisioning
liabilities for each accounting entity, focusing on the expected loss rate,
so that information users can easily understand the related status, Third,
we suggest adding an explanation that it is necessary to refer to each
other for the guarantee provisioning liability item and the contingent
liability item, which are currently highly related but separately disclosed,
so that the -current status related to guarantees can be seen
comprehensively in the footnote, Finally, we suggest additional disclosure
of contingent liabilities that are unlikely to outflow resources that are
currently not disclosed. As for improvements in the State Guarantee
Obligations Management Plan, first, we propose to disclose the
standardized guarantee status of the public sector, such as the balance of
guarantees and guarantee provision liabilities, as separate supplementary
items and include them in the State Guarantee Obligations Management
Plan, Second, we propose to expand the role of the State Guarantee
Obligations Management Plan as a management plan for all projects for
which the state is actually responsible for guarantees through the revision

of related laws,
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