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A Study on the Applicability of LCC as a Railway Assets Management Tool
HAET*

Chung-Soo Kim

Abstract Assets are an essential part of a railway financial position and income state. The Railway industry, SOC, has
characteristics of possessing vast tangible assets and incurring vast asset-related-costs. For higher liquidity and profitability,
the railway industry need more active asset management. Since 2011, IFRS has its changed accounting method for tangible
assets, this has subsequently affected asset management. As the railway industry has a high portion of tangible assets, the
accounting method for tangible assets is very important. This paper analyzes the newly adopted accounting method for tan-
gible assets and proposes LCC for effective asset management.
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3| ARk 971718 2 Qridel e au Fao R g7 Biol AFEH L Qe 5797 (Life Cycle Cost, LCC)
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Table 1. Assets of railway operation firm.

Current assets Non-current assets Non-current asscts / Total assets
total assets

KORAIL 22,149 200,949 90% 223,098
Seoul metro 2,911 60,729 95% 63,640
SMRT 2,342 62,692 96% 65,035
ITC 671 19,224 96% 19,896
TRO 1,036 33,595 97% 34,631
GRTC 171 14,010 99% 14,181
DIJET 198 16,862 99% 17,060
Busan metro 7,517 34,950 82% 42,468

unit : a ten million won
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Table 2. Income of railway operation firm. unit : a ten million won
KORAIL Seoul metro SMRT ITC TRO GRTC DIET Busan metro
(43,309) (1,295) (2,877) (532) 94 (365) 383 (1,301)
Table 3. Depreciation expense of railway operation firm. unit : a ten million won
KORAIL Seoul metro SMRT ITC TRO GRTC DIET Busan metro
4,520 1,910 1,052 574 424 354 383 1,018
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Table 4. Financial position and net income of Korail after application of K-IFRS.  unit : a ten million won

2009 2010 2011 2012 2013
Total assets 186,109 210,472 221,792 201,852 223,098

KORAIL :
Net income 6,486 5,724 4,506 (28.201) (43,309)
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