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A Study on the Method of Estimating the Hurdle rate of Power
Public Enterprises Based on the Overseas Power Generation Project
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Abstract
Byung-chol Kim / Jeong-hwan Bae
In Korea, KEPCO and affiliates are actively engaged in overseas IPP projects to
generate new growth engines as growth in the domestic power market has entered a
stagnant period, and private builders are actively pursuing projects linked to EPCs.
However, research to reduce risks associated with overseas advancement and
maximize profits, coupled with such efforts by state-run companies and others, is still
lacking. Therefore, a number of aspects related to the financial and economic inertia of
operators for overseas advancement should be studied. This study will examine existing
calculation methods related to the analysis of the base rate of the developed public
companies actively striving for overseas advancement and provide improvement points
so as to promote rationality in the decision-making process related to the overseas
expansion of public enterprises. Until now, Korea Electric Power Corp. applied credit
enhancement by adding basic yield, state rent and business lease based on U.S.
government bonds when calculating However, as most enterprises seek to develop their
business by raising outside funds, weighted average capital expense (WACC) should be
applied, and as a result the company will be able to improve its return on the basis of its

overseas business

Keywords: overseas business, WACC, IPP, electric power corporation, public enterprise
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Global Competitiveness Index (GCI)
- =T Z7IA™HE =2|(GCI Overall Index)
The Global Competitiveness Index [1 = extremely low; 7 = extremely high] | 2012-2013
1 Switzerland 5.72
2 Singapore 5.67
3 Finland 555
4 Sweden 5.53
5 Netherlands 5.50
6 Germany 548
7 United States 547
8 United Kingdom 545
92 Hong Kong SAR 541
10 Japan 5.40
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a=Hl =7t 7|93 7|z E AERA
1 Hior= @rsted Equity IRR ) Corp. WACC + RP
2 U= Sojitz Equity IRR ) Corp. WACC + CRP + BRP
3 U= Sumitomo Equity IRR ) Project WACC + CRP + BRP
4 U= J-POWER Equity IRR ) Rf + BRP + (Political Risk Premium)
5 U= TEPCO Equity IRR ) CAPM [Rf+8(Rm-Rf)] + CRP
6 AL Iberdrola Project IRR ) Project WACC
7 NS ACWA POWER | Project IRR ) Project WACC
8 O|Ez|ot ENEL Project IRR ) Project WACC + CRP + BRP

X SR U HEAN=
) 229 AL/ g At 84

(1) d=t3 Grsted

O 71&59%E AP AA : Equity IRR ) Corporate WACC + RP(Risk Premium)

Corporate WACCE 7|1E4ER ARSI 9lom, glAaT ZE|u|dRP)S 7HiRi) 2lA
3 ZYu|YS tFeE 84 F JPsto] AEsk= w7t AT ZEjn| e, A SAI(R-F /A
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Rate of Return, WH2}E) 0] A9 ARSIl BEstil ot A€ S0 S HEA
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(2) Y& Sojitz

O 71&59E AHHAIA : Equity IRR ) Corporate WACC + CRP + BRP

Corporate WACCE 712+ E2 AMEsIaL lon, =7t 23 Z2u|d(CRP) % A 2
A3 Zu|Y(BRP)S 7HIol=t], Corporate WACCE 7] 2& 02 1] 43] AFYsiut, bl=r
FYHET 22 Z3 ol WA Al SAR ARSI 2rlelAa nEugL AL A
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(3) ¥ Sumitomo

O 71&59E AP AA : Equity [RR ) Project WACC + CRP + BRP

Equity Y& 183t Project WACCE 7|24 ER ARSotal Qlow, 71 9 A8 A=
TZEu]YgL 7HISH=H], Project WACCE ZZ2AE ¥y A] YR oz BAslo] $A] AMES)
I lom, AdEAT mEu|}] AFY Al 57 Al e AR F stuolth

(4) 4 J-POWER

O 71&59E APYAIA © Equity IRR ) Rf + BRP + PRP(Political Risk Premium)

RfE 7125288 AMSSILL Qlom, ARjE|Ad e ]?J% 7Hisl=d], RfE B 34 49
AR ZFolH, H] OECD =7t PRPE 7HIRIHh A& u]=-2 Rf + BRPE AR8-5HL,
LU|AJok= Rf + BRP + PRP(300bps)S A&-3tch. *}%ﬂﬁlii 2| A F71g o)A

Agste] ARJEA O] A=t @77] PPA f-F, @FSAS] 914 7HPass-through), @ A=}

2lAad 52 IR #2he AAsto] FG71gRolA Befshal it BRI YA mEju|Y

S&P T+ Moody's 53 #2 4187|392 HolE& AREsto] 9 =9] Sovereign Risk=

Sh=d], A8 =7 2 F7to|HA HFE S (Sovereign Guaranteed)?] 2 3¢ FA7t

}—-a}u} A PPA f-F 057t BAE AAHE ST 7IEoIA o 2ol 49
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(5) Y= TEPCO
0 71259% 4414 : Equity IRR » CAPMIRf+A(Rm-Rf)] + CRP
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RES 71E40182 A8 9om, CAPMO] F7he) A3 meln] Qg 7Hkshed), Ris v
T o482 G Folu, Adelad meju|gle AEIEhghe ZEe M e, AEIENgEe
92 7 HolelE SAR AFLT glov], Frelad Den|ge NgREAY

(6) 272l Iberdrola

O 71&59E AH8AA : Project IRR ) Project WACC

SPC(Special Purpose Company) AtA1S IL&St Project WACCE 7|2+ EZR AREst=4|,
Project WACC W =7} & ARQiZ|Ad meju|q] ZFstal QItt. A79] 95%5 ZERAE 7|
84 (Corporate Financing)& &2 ZESIEE Project IRRS 8311 Qi dE& E9]
Iberdrola H3]AtA ZEAE SPCO| Loans SHAY Loano gt 7i=EE Al5sh= FH
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