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| Background: Public Financial Management in Korea

4 Pillars of Korean PFM Reform in 2004

Mid-Term
Expenditure
Framework

Top-Down

Budgeting Program Budget

Double-Entry
Accrual Based
Government
Accounting

Digital Budgeting
and Accounting
System (DBAS)

Performance
Management

Implication of PFM Reform

¢ Allowing aggregate fiscal sustainability perspective in policymaking

= National fiscal management plan (MTEF) and Top-Down Budgeting
 Result-oriented fiscal management

= Performance management (Fiscal performance monitoring and evaluation)

¢ Supporting Information Infrastructure FER o1 4| CH e

\CY ARTEIET P

= DBAS (Integrated FMIS); Program budget; Accrual accounting
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| Background: Korean Adoption of Accrual Government Accounting

Legal Framework of Central Government
Accounting

National Finance Act Dec 2006
National Accounting Act Oct 2007
Presidential Enforcement

Decree of the National Mar 2009
Accounting Act
MOEF Enforcement Rule of
Central Government Mar 2009
Accounting Standards
Regulations of Central
Government Accounting Jun 2009~

Standards (22)

Regulations of Central Government

'

Accounting Standards (Technical Release)

+ Accounting guidelines per line items (10)

Financial Assets and Financial Liabilities
General PP&E and Infrastructure
Intangible Assets
Other Assets and Other Liabilities
Leases
Provisions, Contingent Liabilities and Contingent Assets
Exchange Revenues and Non-Exchange Revenues
Expenses
National Funds
Accounting guidelines for major issues (6)
Presentation of Financial Statements and Preparation of
Supplementary Schedules
Combination of Financial Statements
Cost Accounting
Transactions Other than Revenues and Expenditures
Accounting Policies, Changes in Accounting Estimates and Errors
Government Reorganization
Accounting guidelines for major operations (6)
Public Pensions
Insurances and Guarantees
Concessionary Loans
Public Private Partnerships(BTO-BTL)

Contract Development Program for National Properties
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| Logic of Fiscal Reports with Accrual Accounting

Stock Flow Stock
Beginning Cash Receipts — Payments
Balance + = Surplus (Deficit) —
+
Financing Ending Cash
With Double-Entry Accrual Accounting
Beginning Balances Ending Balances
Operating Revenue — Operating
Assets Expenses Assets
= Net Operating Costs
- + -
Non-Exchange Revenue and = o
Liabilities others Liabilities
= Fiscal Operating Results
) +
Net Asset Valuation Change; Error Net Asset
Correction; Other Changes in Net
Asset
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“Last Mile” of Fiscal Reporting in Korea:
National Financial Report
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| Background: Fiscal Reporting in Korea

Aggregate Fiscal
Discipline

%

Allocative
Efficiency

Efficiency

>

Operational

Budget Formation (t-1)

Nat'l Assembly Approval (t-1)

Budget Execution (t)

Settlement and Evaluation (t+1)

Pre-Budget Statement

Budget Proposal

In-Year Financial Reporting

Year-End Financial Reporting

« Issue Guidelines for the National
Fiscal Management Plan (Jan)

« Drafting the National Fiscal
Management Plan (Feb-Apr)

» Guidelines for Budgeting and
Spending Limits (End of Apr)

 Budget Request and Performance
Plan (May-Jun)

« Drafting of the Budget Proposal
(Jul-Sep)

+ Submission of the National Fiscal
Management Plan to the National
Assembly (Sep)

+ Submission of Budget Proposal to
National Assembly (Sep)

« Parliamentary Speech

* Pre-evaluation of Congressional
Standing Committees

« Comprehensive Review of the
Special Committee on Budget and
Accounts

« Review and Vote at Plenary Session
(Dec)

+ Maintenance of flexibility in
execution of the budget (reserve fund,
continuing expenditure, etc) and the
funds

+ Issue "Monthly Public Finance"
reporting revenue, expenditure, fiscal
balance, national debt, and selected
changes in assets and liabilities

« Submission of the Statement of
Accounts to Finance Ministry (End of
Feb)

» Submission of the National
Statement of Accounts to Board of
Audit and Inspection (Apr)

« Review of Board of Audit and
Inspection (Apr - May)

* Submission of the National

Statement of Accounts (National

Financial Reports) to the National
Assembly
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| Fiscal Reporting with Accrual Accounting

| National Financial Report under a dual system
e Revenue & Expenditure Reports under cash-based accounting

¢ Consolidated Financial statements under accrual-based accounting

Main Components of Financial Report

Analysis and summary of Revenue & Expenditure Reports,
Consolidated Financial Statements, and Performance Reports

2. Revenue and Budget realization reports of revenue and expenditure
Expenditure Reports under cash-based accounting

c oL BT BRI ELISEIM consolidated financial statements, and supplementary
Statements schedules under accrual-based accounting

4. Performance Reports Performance reports on programs compared to their plan

= [ | B | | _IF].
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I National Financial Reporting in Korea

| Preparation of Consolidated Financial Statements

Inspect by
. BAI
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I National Financial Reporting in Korea

| Composition of Consolidated Financial Statements

Required Supplementary Information

v' Types, quantities, and status of heritage:

- assets
Statement Statement - v Pension report, insurance report, and
of Financial of Financial - social insurance report
Position Operations - ¥ Report on national tax collection

v Statement of reconciliation of
budget surplus (or deficit) to
financial operating results

v’ Statement of financial operations :
by nature of revenue and expenses -

Statement

of Changes | . . [t Anestitiit it st

in Net :
Assets Appendixes

v Appendixes provide additional
information when it is necessary to
provide details for certain accounts of
financial statements
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User “Unfriendly” Year-End Fiscal Report
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A Package of National Financial Report and Agency Financial Reports
(excluding Performance Reports)

National Financial.Report
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] Ex) National Financial Report in 2021

Fiscal Year 2021

202120 HIAE
S JIEME M

National Financial Report

Appendix
=EIEE)

SSTME BUEIM

Agency Financial Reports

Korean Government
oI M S
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| Statement of Financial Position (For FY 2021, Central Gov't)

H1%E 2B

1

THBYEH

720219 128 N A
7L - 20200 128 32 Ay
oeels 3y

Include about 90 Balance Sheet items (8 Pages)

(29l #)

2020

Ty 2021
Rt
1. REAY 565,881,119,882,154
1. MBUNIY R 50,048, 755,830,014
2. 2B BN 64,618,108, 276,585
3 B ERER 327,480,118, 161,541
4. 0|4 76,210,830,880,811
0] 24P MRY 7% B glxt 2 (12,908,711 ,220)
ol AHAHEE HE (36,252, 786,487 567) 39,945,135, 682,024
5. EI|tHol 3 B.4) 33,633,064,004,314
7| tho| Boh& EH 3 B.4) (727,156,621,803) 32,905,907,472,511
6. 7| EbR ERhH 41,874,003 550 479
1. SRRy 1,167 ,869,356,540,087
1. 373 84E 2 515,050 477,728
2. HIIEAER B809,794,768,134,056
3. &7\l 3 B.4) 203,062,804,507,866
2| Tl A 7H=| el AtE {1,917,350.885)
E7| ol Bohd S 3 B.4) (25,706,526,813,375) 178,264 360,343,506
4. FIEFEREHY 177,306,177 ,584,707
1. e E e 704,035,611,382,210
1. %5 8.3) 4G7,933,577,518,587
EX A £ (286,243,067 ,037) 467,647,333 650,650
2. 48 8.3) 70,313,302,807,136
TE LT A (2,690,241,120,733)
HEMESHE (1,249,785,407 683) 66,373 ,276,269, 720
3. 3%g 8.3) 17,803,242,118,025

(5,493,576, 705.141)

(74,338 607 BEE)
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67,681,045, 706,194

(12,403,387,037)

{34,134,859,239,273)

30, 346,649,650

15,147,659,123)

188.001,048,420,806

B45,053,034)

(24,202,008,730,532)

375.749.458.198,987

(340, 755,083,703)

90,.714,673.906.934

{10,533,734,803.240)

{1,279,328,839,331)

22.320,016.362.477

{11,BB0,103.737.214)

{B3,B72,B38,002)

503,082,716,595,620

30.008.705,033.174
68,989,105,201 907

202.109,137.258.731

33.533,783,079 684

30.120,188,990,52

40,231 786,131 406

1,015,356,928,085 241

1,468,041 303 266

707 ,003,.956,542 621

164,786,204 628,330

142,097 B25.611.024

604,107 870 474,512

375,408.702,215,104

69,901 610,264 363

10,356,030, 787 261

Page 2

w ulgiEu



| Statement of Financial Operation (For FY 2021, Central Gov't)

2. MBEBHE
S0 20214 18 1USE 20211 128 31LTHK|

71 20204 18 1261 20204 128 3127 Include about 80 items and 60 agencies (6 Pages)

Hetels 25 (e
F4 2021 2020

1. 43 25 @7t 476,088,377,301,021 448,064,208, 446,609
1. HEFH M 2 F7etey 118,176,570,199 101,032,561, 429
2.3% 673,840,235 646 647,407,760, 204
3. iR 1,738,710,455 062 1,543,365, 332, 064
4 HERE 72,618,451,916 50,150,022, 280
5. S 2E A 422,147 078,376 744,736, 776,807
6. B 8 5B RHR &2 33,086,928 460 30,538,679, 165
7. AR 127,440,365,348 136,350, 196,839
8. 2712 £83,703,390,620 603,063, 746, 080
0. 2RTHH Y 2L F MY 632,100,643 BES 586,037,861, 340

10. 7|2 AR ([T SHA 28

(1) 718 g2 (7.405.210,790.918) 10,746 841,701 972

2) 0= (95,773,402,150) {7.500.984 193 .068) 69,753 674,300 10.816,505,376,272
11. B8 70.173.545,004 651 70,650.225,207, 506
12. 288 2,850,923 627 243 2,410,200,323,311
13. B 7 182,930,178,643 313.951,338.638
4. HER 4 485,730 406 76 4,038,138, 368, 446
15 IYR 40,413,822 744 048 42, 448,924,075, 680
16. Pl M 34,438,255 287 271 28,334,822, 957,531
17. RS YE 6,297 964 918 218 5,332,347,660, 260
18. SEHEM4Y T.7BB.T76.940 815 11,133,562, 352,030
19, HH EHFEE 0,046.681.711,168 18.571,056,088, 288
20. 2 EXR 24 660,103,187 950 42,203,080, 464,270
21 g3 R 8,421 681,506,883 0,227,857,336,575
22. ZEZLES 36,966,194.904 117 46,962, 777,569, 146
23. 7= 1,250,732 238,548 004,507, 664, 346
24 REDRR 54 B20. 050 206 210 17.B60, 185,971,941
25 #YpME 5458021 BTD.102 4,BB 2,664, 367,075
26. HEH 40,578.720.005 41,746,237, 456
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| “Prohibitively Long” Financial Statements

4 Statement of Financial Operation

us UK AU Nz CA KR

Number of Pages 1p 1p 1p 1p 1p 8p
e Assets 10 11 14 13 12 67

% Liabilities 9 9 14 7 9 19

% Net Assets 3 3 3 6 3 3

Z  Total 22 23 31 26 24 89
Measurement Unit Billions  Billions  Millions  Millions  Millions One

4 Statement of Financial Operation

Country Title of the Statement of Financial Operation Format Line Items  Special Items

US Statement of Net Cost By Agency 41
Statement of Operations and Changes in Net Positions By Nature 15

UK Statement of Revenue and Expenditure By Nature 9 2
Statement of Comprehensive Income and Expenditure By Nature 4

AU Australian Government Operating Statement By Nature 17 15
Australian Government Operating Statement by Sector By Nature 17 15
Statement of Financial Performance By Nature 13 5

Nz Statement of Comprehensive Revenue and Expense By Nature 10
Analysis of Information by Functional Classification By Function 17

CA Statement of Operations and Accumulated Deficit By Nature 18 3

KR Statement of Financial Operation (F/S) By Agency 71 EHI‘;]]!%?E
Statement of Financial Operation by Nature (RSI) By Nature 109 =

INTERNAL. This information is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.



I Lack of Cash Flow Information

¢ (RSI) Statement of reconciliation of budget surplus (or deficit) to financial

operating results

@ Currently, the reconciliation statement merely shows aggregate amounts of the difference
between accrual and cash accounting
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B TH0L04T 340 TR

4.577.543 480711
1.241.483 848338
B3.147.457 431134
(10.165.482.788.9811
51.069.5%8 258.003
15167812 482,074
1.022.948.332. 208

1 318.43 12157
112451834 589.089)
15.879.208 428. 113
(21 .158.091 454.8541
140028 23 A1 e

7 209,057 143,863
548,813 706,409
1.115.337 278,757
278.168.817. 468
803.508.800. 72"
148.104.381,184)
182.479.054.584
C05.677 123,534
1.098 084,918
9,008,878 807 A°5
537.633.113.233)
40,315 878,01
@47.73 888,312
(171 21,457 824,087
110.473,885.095. 4781
(57 .214,870.858.933)
(71.400.381 584,532
488,277 534,733
118.511.140.387.970)

OF .X4.B27.537.520
120.737.0712.248.463)

Increase/Decrease of Assets/Liabilities
Increase(Decrease) of Cash and Cash Equivalent
Increase(Decrease) of Financial Investments
Increase(Decrease) of Investment Securities

Increase(Decrease) of PP&E
Increase(Decrease) of Social Infrastructure

Differences in Revenue/Expenses between Accrual and Cash Basis

Tax Revenue
Charges

Social Insurance
Interest

Y SAICHSE



Toward Citizen-Oriented
National Financial Report
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I Revamping the Statement of Financial Position

1. Restructuring of the Classification and Simplification of the Presentation

v Change Classification to increase the usefulness of financial analysis
v' Change F/S Presentation to fit into one page

€ Instead of the Current/Non-Current distinction of assets and liabilities,
introduce financial/non-financial classification in the statement

@ Assets(Financial, Tangible/Intangible, Other) / Liabilities (Interest Bearing, Provisions, Other)
@ Current/Non-Current Distinction shall be done at the lower level (in COA)

4 Reduce the number of line items to fit the statement on one page

@ Details of each line item can be disclosed through the footnotes

@ Remove contra accounts (such as accumulated depreciation and provision for loan loss)
from the line items presented in the statement of financial position

\/ ATEIET S
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| Revamping the Statement of Financial Position - lllustration

Current (8 pages)

Assets

Current Assets
Cash and Cash Equivalents
Accounts Receivables
Short-term Financial Instrements
Short-term Investment Securities
Short-term Loans
(Short-term loans loss reserve)
Other Current Assets

Investment
Long-term Financial Instrements
Long-term Investment Securities
Long-term Loans
(Present Value Discount)
(Long-term loans loss reserve)
Other Investments

General Property, Plant and Equipment
Land
Right-of-Use asset associated with land
Building
(Accumulated Depreciation)
Right-of-Use asset associated with building

General Property, Plant and Equipment under Construction
Infrastructure Assets

Roads

Railroads

Infrastructure Assets Under Construction
Intangible Assets
Other Non-current Assets

Revised (1 page)
Assets

Financial Assets
Cash and Cash Equivalents
Financial Instruments
Investment Securities
Government Contribution
Loans
Account Receivables
Other Financial Assets
Tangible and Intangible Assets
General Property, Plant and Equipment
Social Infrastructure Assets
Intangible Assets
Other Assets
Other Assets

I. Statement of Financial Position
Current Year: As of December 31, 2021
Prior Year: As of December 31, 2020

Central Government of the Republic of Korea

(Currency: Trillion KRW)

Liabilities
Interests Bearing Liabilities
Sovereign Bonds
Borrowings
Government Payables
Other Interests Bearing Liabilities
Provisions
Provision for Public Employee Pensions
Provision for Public Employee Retirement
Provision for Guarantees
Provision for Insurances
Other Provisions
Other Liabilities
Social Insurance Liabilities

Other I;iabilities

Liabilities
Current Liabilities
Short-term Borrowings
Current Portion of Long-term Interest Bearing Liabilities
Other Current Liabilities
Long-term Interest Bearing Liabilities
Sovereign Bonds
Sovereign Bonds Issuance Premium/Discount
(Sovereign Bonds - Treasury)
Public Bonds
Public Bonds Issuance Premium/Discount
(Public Bonds - Treasury)
Long-term Borrowings
Long-term Provision
Provision for Public Employee Deferred Compensation
Provision for Public Employee Pensions
Provision for Insurances
Other Long-term Provisions
Other Non-current Liabilities

INTERNAL. This information is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.

Notes Currentyear Prioryear
I. Asset 2,866.10 2,487.10
Financial Assets 2 1,706.00 1,491.80
Cash and Cash Equivalents 2-1 59 39
Financial Instruments 2-2 67.1 70.4
Investment Securities 2-3 1,008.00 878.4
Government Contribution 2-4 1293 120.7
Loans 2-5 2112 194.9
Acconts Receivables 2-6 47.8 403
Other Financial Assets 2-7 183.6 148.1
Tangible and Intangible Assets 3 1,121.00 958.7
General Property, Plant and Equipment 3-1 708.2 608.8
Social Infrastructure Assets 3-2 410.2 347.9
Intangible Assets 3-4 2.6 2
Other Assets 4 39.1 36.6
II. Liabilities 2,195.30 1,981.70
Interest Bearing Liabilities 5 834.7 735
Sovereign Bonds 5-1 797 697.3
Borrowings 5-2 2.4 2.8
Government Payables 5-3 0 0
Other Interest Bearing Liabilities 5-4 353 349
Provisions 6 1,199.50 1,102.50
Provisions for Public Employee Pension 6-1, 9 1,138.20 1,044.70
Provisions for Public Employee Retirement — 6-2 52.1 49
Provisions for Guarantees 6-3 5.6 55
Provisions for Insurances 6-4 0.8 0.8
Other Provisions 6-5 2.8 2.5
Other Liabilities 7 161.1 144.2
II.Net Assets 670.8 505.4
General Net Assets 4424 4422
Reserves and Surplus A250.8 A158.3
Net Asset Adjustments 17 479.2 221.5

o oizzni 2



| Revamping the Statement of Financial Operation

2. Prepare the Statement of Financial Operation by Sector and by Nature

v More user-friendly and understandable format of the statement

v" Provision of “Net Program Cost by Sector” to improve the usefulness of
accounting information for performance evaluation

¢ Change the Statement by Agency into the Statement providing net service
cost by sector

@ Group Net Program Costs by 15 Sectors under Program Budgeting (e.g, general admin,
public safety, foreign affairs, national defense, education, culture and tourism, etc))

@ Net Program Costs from Agency Statement shall be compiled and classified by 15 Sectors
(modified from COFOG)

¢ Financial Operation by Nature as the primary statement of operation
@ Simplifying the classification of Revenue and Expense line items (Consolidation of
related/similar revenue, and expense items)

@ Revenue (Tax revenue, Transfer revenue, Operating revenue) / Expenses(Transfer expapse,
Operating expenses) Y

INTERNAL. This information is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.



| Revamping the Statement of Financial Operation - lllustration

@

Current (6 pages)
(Stmt of Financial Operations by Agency)

Revised (1 page)
(Stmt of Financial Operations by Sec

I. Net Operating Costs
1. Office of the President & Office of National

Security

2. National Assembly

. Supreme Court

. Constitutional Court

. National Election Commission

. National Unification Advisory Council

. Board of Audit and Inspection

. National Intelligence Service

9. Office for Policy Coordination and Prime

Minister's Secretariat

10. Ministry of Economy and Finance
11. Ministry of Education

12. Ministry of Foreign Affairs

13. Ministry of Unification

14. Ministry of Justice

15. Ministry of National Defense

16. Ministry of Personnel Management

co~Nour b w

59. Korea Disease Control and Prevention
60. Intragovernmental Transaction Amount

II. Non-exchange Revenues and Others
. Tax Revenues

. Levies

. Fines or Penalties

. Social Insurance

. Gain on Forgiveness of Debts

. Other Non-exchange Revenues

. Other Financing and Transfer

~Nouh~wpn —

II. Net Operating Result( I -II)

I. Net Operating Costs (Costs - Revery

. Statement of Financial Operations by Sector

Current Year: As of December 31, 2021
Prior Year: As of December 31, 2020

Central Government of the Republic of Korea

(Currency: Trillion KRW)

. Social Welfare
. General and Local Administration
. Education

. National Defense

. Industry, SMEs and Energy
. Health

. Agriculture and Aquaculture

~Nouhwi =

15. Unification and Foreign Affairs

II. Administrative Expenses
1. Transfer Expenses
2. Government Operating Expenses

II. Indirect Expenses

IV. Indirect Revenues

V. Net Operating Costs
(I +IO+M-1V)

VI. Tax Revenues and Transfer Revenu
1. Tax Revenues

2. Social Insurance

3. Levies

4. Fines or Penalties

5. Other Transfer Revenues

ok Current Prior
Year Year
I. Net Operating Costs (Costs — Revenue) 538.3 508.4
1. General and Local Administration 69.1 79.9
2. Public Order and Safety 6.6 5.5
3. Unification and Foreign Affairs 3 2.7
4. National Defense 451 373
5. Education 814 70.8
6. Culture and Tourism 7.5 6.4
7. Environment 9 8
8. Social Welfare 204 202.2
9. Health 244 15
10. Agriculture and Aquaculture 17.6 15.5
11. Industry, SMEs and Energy 328 31.2
12. Transportation and Distribution 22.1 189
13. Communication 13 2.5
14. Land and Regional Development 5.6 47
15. Scientific Technology 8.8 7.8
0. Administrative Expenses 319 28.6
1. Transfer Expenses 1.1 1.2
2. Government Operating Expenses 30.8 274
1. Indirect Expenses 67.1 24.9
IV. Indirect Revenues 98.1 54
V. Net Operating Costs(I +II+II-1V) 539.2 507.9
VI. Non-exchange Revenues and Others 475.8 4073
1. Tax Revenues 1 3537 293.6
2. Social Insurance 12-1 784 74.9
3. Levies 12-2 18.9 173
4. Fines or Penalties 12-3 5.6 5
5. Other Transfer Revenues 12-4 19.2 16.5

II. Net Operation Result (V-VI)

VI. Net Operation Result(V -VI)

INTERNAL. This information is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.




| Revamping the Statement of Financial Operation - lllustration

II. Statement of Financial Operations by Nature

Current Year: As of December 31, 2021
Prior Year: As of December 31, 2020

@

Central Government of the Republic of Korea (Currency: Trillion KRW)
— CurrentasRSI (4 pages) 1 Revised (1 page) | Current P rio 1
I. Net Program Costs I. Revenues Notes year year
1. Goods and Services Costs 1. Tax Revenues 1. Revenues 636.8 506
2. Payroll Expenses Tax Revenues 3537 2936
: 2. Transfer Revenues Transfer Revenues 1 1221 1137
II. Program Revenues Social Insurance Social Insurance 12 784 749
1. Goods and Services Revenues Levies Levies 12-1, 8 18.9 173
2. Pension Revenues Fines or Penalties Fines or Penalties 12-2 5.6 5
! Other Transfer Revenues Other Transfer Revenues 12-3 19.2 16.5
. Government Operating Revenues 12-4 161 98.7
3. Government Operating Revenues |Revenues from providing Goods and Services 13 15.8 14.2
II. Administrative Expenses Goods and Services Revenues Pension Revenues 13-1 13.2 13.1
1. Payroll Expenses Pension Revenues Interest Revenues 13-2, 6-1 11.1 10.7
2. Welfare Expenses Interest Revenues Dividend Income 13-3 9.2 75
Dividend Income Gain on Asset Disposal 13-4, 2-4 498 22.2
ain on Asset Disposal Gain on Asset Revaluation 13-5 39.6 12.6
ain on Asset Revaluation Other Government Operating Revenues 13-6, 3-3 223 18.4
IV. Indirect Expenses Other Government Operating Revenuef II. Expenses 13-7 700.2 606.6
1. Goods and Services Costs Transfer Expenses 4109 379.1
2. Payroll Expenses II. Expenses Government subsidies 14 129.7 1176
1. Transfer Expenses Grants 14-1 471 423
Government subsidies Social Insurance Expenses 14-2 82.4 87.1
Grants Local Government Subsidies 14-3, 8 1244 108.5
V. Indirect Revenues Social Insurance Expenses Other Transfer Expenses 14-4 27.3 23.6
1. Goods and Services Revenues Local Government Subsidies Government Operating Expenses 14-5 289.3 2275
2. Interest Revenues Other Transfer Expenses Costs from providing Goods and Services 15 6.4 49
H Pension Expenses 15-1 65.9 583
2. Government Operating Expenses | (Civil Official + Military) 15-2, 6-1 ‘ '
VI. Intragovernment Transaction Costs Goods and Services Costs Payroll Expenses 15-3 484 46.5
VI. Intragovernment Transaction Revenues JPension Expenses Interest Expenses 15-4 18.7 17.5
V. Net Operating Costs Payroll Expenses Operating Expenses 15-5 177 131
(I-I+I+IV-V +VI+VI) Interest Expenses Depreciation Expenses 15-6, 3 171 17.7
IX. Non-exchange Revenues and Others  |Operating Expenses Loss on Asset Revaluation 15-7, 3-3 714 126
1. Tax Revenues Depreciation Expenses Other Government Operating Expenses 15-8 437 56.9
2. Levies Loss on Asset Revaluation I0. Net Operating Result 63.4 100.6
Other Government Operating Expensed Expenses - Revenue)
X. Net Operating Result(Vll-IX) IM. Net Operating Result(TT-T) 2 OA|CHE Al
y Oj2j{mA

INTERNAL. This information is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.




| Introducing Cash Flow Statements

3. Introduction of Cash Flow Statement

v" Present cash inflows and outflows from government operations grouped
by operating, investing, and financing activities

¢ Add Cash Flow Statement as one of the statements required by the
National Accounting Act
@ Statement of reconciliation of budget surplus (or deficit) to financial operating results shows the
difference between cash and accrual-based accounting information

@ Cash-basis revenue/expenditure settlement (originally expected to provide necessary cash flow
information) does not provide adequate cash flow information for financial analysis

¢ Cash Flow Statement (direct method) organizes cash flow consequence of
government operation into three groups: Operation, Investment, Finance
@ (Operating Activities) Cash inflow (e.g, tax revenue) and cash outflows (eg, salary and wage
payments) from ordinary govemment activities
@ (Investing Activities) Cash flows from acquisition/disposal of investment securities, PP&EE, etc.

@ (Financing Activities) Cash flows from issuance of Sovereign Bonds, Borrowing, etc. / the refjgy Smll:uﬁ‘:l
of the bonds or loan repayment, etc. (&) 20

N DIZim A

INTERNAL. This information is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.



I Presentation of Cash Flows

I. Cash Flows from Operating Activity
1. Cash Inflows from Operating Activity
- Tax

- Levies

- Social Security Contributions

- Interest Revenues

2. Cash Outflows from Operating Activity
- Payroll Expenses
- Local Government Subsidies
- Government Contribution
Operational Performance of - Interest Payment

Government Activities

Information for Asset Management

II. Cash Flows from Investing Activity

1. Cash Inflows from Investing Activity

- Disposal of Deposits and Investment Securities
- Disposal of PP&E and Infrastructure Assets

- Repayment of Loans

- Disposal of Intangible Assets

- Disposal of Other Assets

2. Cash Outflows from Investing Activity

- Acquisition of Deposits and Investment Securities
- Acquisition of PP&E and Infrastructure Assets

- Payment of Loans

- Acquisition of Intangible Assets

- Acquisition of Other Assets

M. Cash Flows from Financing Activity

1. Cash Inflows from Financing Activity

- Issuance of Sovereign and Public Bonds

- Borrowings

information for Liability management

2. Cash Outflows from Financing Activity
- Repayment of Government Bonds
- Repayment of Borrowings

IV. Net Cash Flows (Increase and decrease in cash)
V. Cash Balance at the beqginning of the accounting period

VI. Cash Balance at the end of the accounting period
INTERNAL. This information is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.
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| Orderly Presentation of Footnote Information

4. Reorganization of Footnote Disclosure

v" Integrate Footnote, Required Supplementary Information, and Appendix
into one comprehensive financial statement footnote system

v Expand Footnote disclose to increase understandability of the National
Financial Report

¢ All supplementary information to the financial statements is incorporated
into Financial Statement Footnote
@ RSI (7 types) and Appendix (12 supplementary schedules) are integrated into the footnote
system (59 items in 22 Sections)
@ Detailed account-specific information is presented to compensate for potential information
loss from the F/S simplification

B oo

N DIZim A

INTERNAL. This information is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.



[ Comprehensive Footnote System

Revised version

[Grouping notes into 22 categories]

1. Significant

12, Description of all significant accounting policies

1-3. Major changes due to Financial Statement
Framework Revision

2. Financial Assets

2-1. Cash and Cash Equivalents Assets

2-2. Financial Instruments

Current version

[8 Notes to Financial Statements]

7. Details of Net Asset Adjustments

8. Other Matters that have significant impact on the financial statement, or are necessary in
understanding the financial statements

7. Statement of General Property, Plant and Equipment

8. Statement of Infrastructure Assets

9. Statement of Intangible Assets

10. Statement of Sovereign and Public Bonds

11. Statement of Borrowings

2-3. Investment Securities

2-6. Accounts Receivables / 2-7. Other Financial Assets

3. Tangible and Intangible Assets

3-1. General Property, Plant and Equipment

3-2. Social Infrastructure Assets

3-3. Asset Revaluation

3-4. Intangible Assets

3-5. Types, quantities and status of heritage assets

4. Other Assets

5. Interest Bearing Liabilities

5-1. Sovereign Bonds Liabilities

5-2. Borrowings

6-3. Provision for Guarantees

6-4. Provision for Insurances / 6-5. Other Provisions

7. Other Liabilities

11. Tax Revenues |Revenues,

12. Transfer Revenues !Exeenses

12-1. Social Insurance / 12-2. Levies

12-3. Fines or Penalties / 12-4. Other Transfer Revenues

13. Government Operating Revenues

13-1. Revenues from providing good and services / 13-2. Pension / 13-3. Interest

13-4. Dividend Income / 13-5. Gain on Disposal of Assets / 13-6. Gain on Revaluation of
Assets

12. Statement of Government Contributions

[7 Required Supplementary Information]

14. Transfer Expenses

14-1. Government subsidies
14-2. Grants

1. Types, quantities and status of heritage assets

4. Social Security report™
5. Statement of reconciliation of budget surplus(or deficit) to financial operationg results

6. Statement of financial operations by nature of revenue and expenses
7. Other information deemed significant

14-3. Social Insurance / 14-4. Local Government Subsidies /
14-5. Other Transfer Expenses

15. Government Operating Expenses

15-1. Costs from providing goods and services /
15-2. Pensions Expenses/ 15-3. Payroll Expenses

15-4. Interest Expenses / 15-5. Operating Expenses /
15-6. Depreciation Expenses / 15-7 Others

8. Social S ity Fund
ocial Security Fun Others

9. Pension Program

14 Details of pension, insurance, and social security reports among the required

10. Assets and Liabilities denominated in foreign currencies

16. Details of net asset adjustments

17. Accounting changes and corrections of errors

supplementary information are provided separately (Major information provided in notes)

INTERNAL. This information is accessible to ADB Management and Staff. It may be sh

18. Cash Flows

19. Commitments and Contingencies

20. Account-specific (general, special) and agency specific financial information

-y

21. Statement of reconciliation of budget surplus (or deficit) to financial operating results

22. Other material information




In Summary

® Reshaping the Korean Government's Financial Statement Presentation is
intended to (1) increase the readability of the financial statements and (2)
improve the understandability of the year-end fiscal report, the National
Financial Report

@ For readability, financial statement simplification is implemented to provide one-page statements
of the financial position and the financial operation of the Korean Central govemment

@ Also, various supplementary information scattered around the footnote, RSI, and the appendix is
reorganized into one comprehensive footnote disclosure system

@ For understandability, the cash flow statement is introduced as a new statement bridging the gap
between accrual-based financial accounting and cash-based budgetary accounting information

@ Also, the presentation of the balance sheet items departs from current/non-current distinction and
the liquidity order presentation and follows financial/non-financial distinction and the order of
liquidity + policy relevance

¢ Additional Fiscal Reports Streamlining effort is warranted for (1) cash-basis

Rev/Exp Reports (1000+ pages) and (2) annual performance reports
(0) FaRllEle!
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INTERNAL. This information is accessible to ADB Management and Staff. It may be shared outside ADB with appropriate permission.
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