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—154,637,723,677

1,034,052,648

150,000,000,000

190,341,713,978

—49,620,085,826

158,437,017,911

212,303,676,065

52,276,442,605

—2,623,263,676

265,444,543,832

829,007,258,093

—175,618,785,206

747,665,000,000

1,548,724,212,252

601,007,734,159

15,796,951,675

1,597,002,973

312,155,000,000

82,249,871,815

28,811,038,939

865,917,849

260,000,000,000

349,259,385,751

—469,872,717,549

7,055,429,225

14,740,550,500,000

28,493,663,404,660

78,962,188,973

—37,564,249

103,301,829,553

243,478,995,765

2,495,449,570

568,529,646,536

40,871,565,700

1,739,634,348

894,235,619,360

—23,987,310,421

—3,287,023,552

861,320,000,000

247,912,772,623

260,836,288,581

—137,136,754

1,364,975,000,000

4,394,577,013,635

251,773,341,855

—858,086,074

1,424,315,000,000

5,923,273,194,387

1,224,146,357,933

—281,343,699,467

19,444,027,000,000

5,693,072,008,438

173,936,578,107

—6,830,613,067

747,665,000,000

4,862,123,422,691

423,786,942,137

—2,257,894,768

7,788,216,740,905

41,512,959,374

496,572,714

333,812,592,858

276,592,175,845

1,678,355,797

972,995,000,000

5,208,094,296,661

2,421,702,602,000

—195,062,149,113

7,437,255,066,642

8,948,378,221,612

2,600,750,116,836

8,987,881,459

5,637,260,000,000

6,611,936,729,537

385,251,987,203

—2,557,316,319

10,588,920,021,000

6,325,785,989,121

4,144,729,124,382

165,703,237,610

34,643,312,032,970

43,532,301,775,272

—684,962,541,819

23,599,192,939

1,035,298,573
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256,681,931,798

29,908,064,140

1,426,650,000,000

5,062,954,704,172

262,383,374,542

—1,649,262,503

1,487,594,000,000

2,133,973,904,222

153,481,889,586

1,318,739,000,358

7,079,574,000,000

4,631,769,166,302

] d=
711 2011
27192 2011
7113 2011
71914 2011
7115 2011
F71316 2011
717 2011
F7148 2011
719 2011
71110 2011
F71411 2011
F7112 2011
F71113 2011
T7114 2011
F71115 2011
371116 2011
F71417 2011
F7118 2011
F71119 2011
F71120 2011
F71121 2011
F71122 2011
F71%123 2011
F71124 2011
F71125 2011
T71126 2011
F71127 2011

—2,388,538,160,878

—16,844,121,984

50,146,265,000,000

15,259,953,168,710
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9,254,505,254

5,670,512,427,370

101,052,684,487

163,870,476,460

74,234,679,392

5,027,717,485,541

1,320,000,000,000

1,103,451,155,449

327,837,524,826

136,261,556,046

7,777,911,121,893

404,415,978,910

54,252,676,166

45,617,572,852

123,064,390

2,465,832,658,195

93,013,901,531

529,666,962,395

16,310,137,068

891,161,371,069

184,260,000,000

8,140,299,670,800

11,982,501,494,662

723,803,941,252

36,010,498,709,207

509,177,426,028

407,088,621,272

419,690,215,651

1,124,515,455

467,416,630,968

148,940,050,243

509,692,233,092

3,525,529,857

2,806,022,328,201

334,074,500,978

632,129,157,882

8,690,779,624

1,305,930,656,502

181,204,551,898

278,186,136,773

484,109,547,062

3,928,794,222

3,337,404,747,568

792,666,664,311

1,013,201,771,864

792,548,745,451
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736,157,362,318
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49,279,361,925,891

19,379,142,429
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Over the past few years, the rapid increase in public sector debt and the
deterioration of the debt ratio have been growing concerns about the financial
health and sustainability of public institutions. Thus, the need for a new indicator
1s required that is easy to understand for the management of public institutions
financial stabilities.

Key information related to the management of public institutions has been
provided through the ALIO (All Public Information In—One), but it is provided as
an index that can grasp implications of financial of public institutions. In order to
manage the financial soundness of public institutions, the need for new indicators
that are easy to understand was required such as the stock exchange market in a
timely manner.

Generally, corporate credit ratings are used as objective information for credit

management and rational decision—making by investors and financial institutions,
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but they use difficult and complicated metering techniques for the general people.
On the other hand, using the financial information contained in the company
financial statements appropriately can extract useful information related to the firm'
s financial soundness judgment. Financial statements are public information
containing comprehensive information on the management of the company such as
the company's financial structure, business performance and cash flow. Piotroski
had provided an easily calculate financial soundness index using financial statements
accessible to investors and public.

In order to improve efficiency of public disclosure of financial information,
the public institutions (in 2011) and the quasi—governmental agencies (in 2013)
would be expected to be the same as will have the same revenue and asset
recognition standards with the general corporation as the introduction of K—IFRS.
The application of accounting standards enabled objective comparison of financial
performance at its source.

In this paper, I have applied Piotroski's financial soundness index model to
the financial statements of public institutions to index the financial soundness,
verify the significance by comparing with the management efficiency (financial
aptitude) results of public institution management evaluation. The purpose of this
paper is to present the performance in terms of financial soundness index. The
study has calculated the financial soundness index with the financial statements of
public institutions (27) and quasi—government agencies (76) in fiscal 2011, the first
year of K—IFRS adoption by public institutions. And the financial performance
(budget) management score, which is a detailed item of management efficiency
evaluation index, was verified by comparing the management efficiency score of the
management evaluation conducted the following year.

As a result of analysis on the public institutions, the financial soundness
index proposed in this study showed a very high correlation with the management
efficiency index among the management evaluation factors. Therefore, this study
have confirmed that the simplified financial soundness index alone is sufficient as

an index of financial soundness without considering all of the complex and diverse
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indicators based on the 5—indicators (Growth Index, Profitability Index, Safety
Index, Productivity Index and Cash Flow Index) and the subsidiaries of
20—indicators.

The study on the improvement of the financial soundness of public
institutions has been carried out continuously for a long period of time, and the
necessity of a simple comparable index which accepts the characteristics of various
public institutions and can be easily understood by the public. Therefore, although
this study does not fully acceptable for the above requirements, it is expected that
it will serve as a speedometer to express the financial soundness of public

institutions as a single index.

KEYWORD : Korean Public Institutions, Management Assessment,
Financial Stability Score, Cluster Analysis, IFRS
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