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1. Intro and overview of the SOE sector in Korea



I Classification of Public Institutions (as of 2024)

Evaluated by its own line

Evaluated by MOEF ministry
Public Corporations (32) Quasi~governmental
institutions (55) Non-classified
Self-generating revenue Self-generating revenue public institutions (240)
> 50% < 50%
Total employment = 300 public institutions excluding
Total revenue = 20 billion KRW Public Corporations and Quasi-
Total assets > 3 billion KRW govemmental institutions

The total number of public institutions may change annually.
(by newly designated, designation cancelled, classification changed)
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I Net profit of SOEs

(Unit: one trillion KRW)

2021 2022 2023
Public corporations -19 -22.1 -8
Quasi-governmental institutions 6.7 95 54
Non-classified public institutions 6.0 -14 -06
Total 10.8 -14.0 -3.2
Workforce Size of SOEs(as of December 2023)
200,000
150,000 143,942 143,579
112,203
100,000
50,000

0

Public corporations

Quasi-governmental institutions

Non—Classified public institutions

Source: ALIO system
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I The budget Size of SOEs(as of December 2023)

(Unit: one trllion KRW)

2021 2022 2023
Public corporations 256.5 347.3 3376
Quasi—governmental institutions 284.2 318.6 326.5
Non-classified public institutions 129.0 196.6 159.9
Total 669.8 862.5 824.0
Nominal GDP 2,2219 2,3238 2,401.2
The ratio to GDP 30.1% 37.1% 34.3%

Source: Calculated based on the data from the ALIO system and Economic Statistics System of the Bank of Korea
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2. The overall system for setting targets and monitoring SOEs in

Korea



I The legal basis for the management of SOEs

® The Act on the Management of Public Institutions

Enacted in 2007 as the legal basis for SOEs

* Incorporated key elements of the OECD SOE Guidelines established in 2005

Aimed to address challenges related to the ambiguous classification system of SOEs and

government-affiliated institutions

Emphasized transparency and accountability as integral pillars of SOE corporate governance

® All SOEs are required to disclose their management information in a standardized format, which is

made available to the public through the ALIO (All Public Information In-One) system

* Disclosing key information such as financial data, management status, and performance evaluation

results: public oversight and monitoring are strengthened
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I Performance Monitoring and Audit System for SOEs

® Performance Evaluation System

* An independent performance evaluation team, appointed by the Ministry of
Economy and Finance (MOEF) and composed of external experts, assesses the
performance of each institution.

® Audit

* The Board of Audit and Inspection is legally authorized to conduct regular audits
and inspections of all public institutions, while the National Assembly also carries
out investigations and audits either annually or on specific issues

* Audits comprehensively assess not only legality but also appropriateness (efficiency
and effectiveness in achieving policy objectives)
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I Rationales & Purpose of Performance Evaluation

Definition of Performance Evaluation System

A system that fairly and objectively evaluates management efforts and performance every year to
establish self-controlling and responsible management system for Public Corporations(PCs) and
guasi-governmental institutions(QGls)

- Legal Basis: Article 48 of the " Act on the Management of Public Institutions(AMPI)

The Purpose of Performance Evaluation

Business Endeavor Provide — Improvement of
& Performance + Professu?nal — Public Service for
Evaluation Consulting citizens
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|Structure of the Performance Evaluation System

Management Performance Evaluation Types

* Evaluation types are categorized according to public institutions’ classification criteria and classification of industrial,
functional, and by size criteria
 Legal Basis: Article 4 & Article 6 of the " Act on the Management of Public Institutions

Classification of Evaluation Types




3. Korea’s system for KPIs for SOEs



| Performance Evaluation Indices

* Evaluation Indicators consist of two categories: common management and major business projects

* Main evaluation contents by category

Category Main Evaluation Contents

Common Governance & Leadership, Safety & Risk Management, Financial Performance
Management Management, Organizational Operation & Management
Main Comprehensive evaluation of public institutions’ plans, activities, performance of
Business major business projects and the adequacy of metric indices

* Each evaluation category is separately evaluated according to a unit metric indices, which can be

composed of multiple sub-metric indices.
* Evaluation indices are composed of index definitions and detailed evaluation contents that define

the purpose and scope of the evaluation.
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I Main Contents of Performance Evaluation System

Performance Evaluation Indices

Scoring of Evaluation Category

Common Management (A)

Management strategy 9 9 9

Social Responsibility 15 12 12

Financial Performance Management 20 18 13
Organization and Human Resource Management 4 4 4
Manage compensation and benefits 7 7 7

Main Business (B) 45 50 55

Quantitative performance of main business
Appropriateness of Performance management 45 50 55
Appropriateness of the Quantitative indicators
Total (A+B+C) 100 100 100
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I Evaluation Results & Follow-up Measures

Grading SOEs & Evaluation Results

* Score by index is calculated by multiplying the index-specific score and the index-specific weight
* A SOE’s overall evaluation result is the sum of qualitative score plus the quantitative score.

Qualitative Score + Quantitative _— Overall
Score e Score
Grage | a | w | & | o] c | o for] e | e
Score by
Index Score 100 90 80 70 60 50 40 30 20
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I Evaluation Results & Follow-up Measures

Performance-related pay (Incentives)
Actions for high grade & low grade SOEs

Actions for social responsibility violations and social contributions

Conduct Tailored Management Consulting

Knowledge & Ideas fora Prosperous Future



Balance between PSOs and commercial objectives

KPls are structured in a dual system, comprising both financial performance and public
policy objectives
Main business: designed with indicators for the institution’s unique PSOs and policy
objectives
Common management : includes financial performance indicators

= Designed to simultaneously reflect both commercial and public objectives

SOEs responsible for public service obligations (PSOs) incorporate public service and policy
objective indicators in the “main business” area
(KORAIL: Public service route losses excluded from KPI deductions; evaluated mainly on
punctuality and service quality)
(KEPCO: Stability of electricity supply, power reserve ratio)

PSO SOEs supplement quantitative KPIs with qualitative explanations to provide context,
considering essential costs and project specifics
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Balance between PSOs and commercial objectives

Differentiated KPI design by SOE type

Market-type Public Corporations focus on financial performance

Quasi-governmental institutions (fund management type and entrusted execution type) set
KPls centered on policy implementation and PSOs

Control Mechanism of the Public Institution Management Committee

Approves KPls after hearing the opinions of SOEs - finalizes evaluation results -
independently controls feedback on performance bonuses and personnel matters
Block political interference and maintain a balance between PSOs and commercial
objectives
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I 4. Implications

* Balance between public value and commercial performance: Introduction of a separate
evaluation system for PSO and commercial performance

e Strengthening qualitative indicator evaluation based on explanatory materials
« KPI targets must reflect SOE type and characteristics to ensure practicality and effectiveness

* Independent evaluation bodies and robust legal frameworks are essential for institutional
credibility

» Strategic alignment between objectives and performance outcomes is critical
e Systematic implementation process

: Legal institutionalization = Classification by institution type - KPI design = Incentive
linkage - Feedback loop system
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Thank you @
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Appendix



Procedures & Methods of Performance Evaluation System

Operating System of Performance Evaluation

@

Repo t the Evaluation Results(June 20th)

National

Assembly

Correction Resolution of evaluation
Line Ministries PRI MOEF P results _ S
- (Overall Control Body) h -
4 Entrust the performance +
evaluation process - Establish Evaluation Rules
& make policy decisions
eports their - Notify evaluation plans e - Run subcommittee for
business - Follow-up measures O performance evaluation
performances - Order Evaluation Services
(March 28th) < Support Administrative work
< Conduct evaluation of quantitative indicators 1
- Consulting

A

PEs - QGls

v

Evaluation Team

Conduct
Evaluations
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