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 1.   Overview 

 
 

Korea Southern Power Co., Ltd. (hereinafter the “Company”) is a power generation 
company that was established on April 2, 2001, whose shares are entirely owned by 
Korea Electric Power Corporation (hereinafter “KEPCO”). Pertinent law, however, 
stipulates the 51% holding of KEPCO’s shares by the Korean government 
(hereinafter the “Government”). As of June 30, 2018, the Company owns 9.6% and 
10.7% of shares in terms of total power generation capacity and installed capacity, 
respectively, in the Korean electric power industry. In Korea, there are six power 
generation affiliate companies whose shares are entirely under the possession of 
KEPCO, including the Company, while these power generation affiliate companies 
combine for more than 80% of electricity generation within the domestic market.  
 
The Company’s electricity generation and supply policies are influenced by the 
Energy Master Plan and the plan for electricity supply and demand as announced by 
the Government in accordance with relevant laws. In particular, the Renewable 
Portfolio Standard (RPS), which commenced implementation from 2012, specifies a 
fixed percentage (5.3% in 2018) of the total amount of power generation to be 
supplied with new and renewable energy. While the amount of new and renewable 
energy generated and supplied by the Company is certified via the Renewable Energy 
Certificate (REC) provided by the Government, where the autonomous production 
falls short of the needed amount, the REC of the private sector is purchased through 
spot markets, or cash markets, and other means. 
 
Additionally, the Company plans to produce 30% of its total amount of power 
generation as new and renewable energy by 2030, a significant increase from 2.4% as 
of 2017, in line with the recently government-announced Renewable Energy 3020 
Implementation Plan. Consequently, the Company continuously seeks the execution of 
resource distribution within the industries of eco-friendly power resource development, 
construction and operation of electricity generation plants, air pollutant reduction and 
energy efficiency improvement.  
 
The Company’s Green Bond Management Framework covers general matters related 
to adequate management, follow-up reports, etc., of the green bond funds issued by 
the Company. This framework is in accordance with the Green Bond Principle 
(GBP), one of the criteria voluntarily applied in the international financial market 
during the issuing of green bonds.  



 2.   Use of Proceeds 

 
 

2.1 Targets of Green Bond Fund Distribution 

The Company plans to allocate the finances generated by green funds to businesses 
pertaining to the following industries that is preceded by a process of assessment and 
selection. The businesses corresponding to the following industries include cases 
where the Company directly pursues a certain business(s) or invests equity to a 
separate corporate body, or SPC. 

 

< Eligible Criteria > 

Business 
Industry 

Details 

New and 
renewable energy  

○ Generation of electricity through renewable energy resources 

 - Solar 

○ Purchase of REC 
 - Solar, Wind 
○ Distributed and independent power & heat generation system 

 - Fuel cells(non-combustion) 

* Designates coinciding to GBP, one of the standards voluntarily applied during the issuing of green bonds in the 
international financial market 

 

2.2 Targets Subject to Exemption 

Green bond funds issued by the Company will not be used for the following 
purposes: 
- Businesses related to nuclear power generation 

- Construction of power plants using fossil fuel as primary raw material and the 
operation and maintenance of corresponding power generation plants  

- Other businesses that involve the defying of social values, including acts of 
gambling, firearms manufacturing and distribution, violating human rights, etc. 



 3.   Process for Project Evaluation and Selection  

 
 

In terms of the business industries listed in the foregoing 2.1, businesses subject to 
green bond funds are assessed and selected based on relevant laws and government 
guidelines, such as the Act on the Promotion of the Development, Use and Diffusion of 
New and Renewable Energy (hereinafter the “New and Renewable Energy Act”); the 
Ministry of Trade, Industry and Energy’s Renewable Energy 3020 Implementation 
Plan; and the Ministry of Environment’s 2030 National Greenhouse Gas Reduction 
Roadmap. Green bond funds may be utilized only where more than one of the criteria is 
met among the targets stated in the foregoing 2.1. Conduction of the assessment is 
carried out by the business management department, such as the one responsible for 
new and renewable energy businesses within the Company, and the funds management 
department. 
Businesses subjected to green bond funds are selected through the Investment 
Deliberation Committee and Board of Directors meeting. Investment Deliberation 
Committee has of at least six members composed of three from KOSPO and three 
from external professionals (including Environmental, Social, and, Renewable 
Energy field). 
 

 4.   Management of Proceeds 

 
 

The Company shall manage and operate the green bond funds of selected businesses 
following the appropriate distribution of said funds. Once businesses deemed suitable 
for the utilization of green bond funds are selected, the business management 
department requests for execution of funds through an internal information system, 
such as an ERP, etc., prior to the funds management department approving the 
request following the evaluation of evidential materials. Additionally, the funds 
management department manages the current status of green bond fund distribution 
through separate documentation. Also, the implementation of the funds will be 
reviewd by the external audit with a full access to the KOSPO’s internal system. 
 

Approval for execution of green bond funds is limited to the following: businesses 
that commence within two years of the green bond issuance, businesses that 
commence following issuance, businesses that were refinanced or received additional 
investment following commencing or completion prior to issuance, and purchasing of 



an REC following issuance. 
 

The funds management department may manage the amount of unused funds as cash, 
cashable assets or short-term financial instruments, etc., in accordance with internal 
fund management regulations.  
 

 5.   Reporting of Use of Proceeds of Green Bonds 

 
 

The Company plans to provide yearly, online ‘Investor Notices’, which contain the 
usage history and effectiveness of green bond funds issued.  

 
Investor Notices are provided once a year from the date of fund issuance until 
depletion and include the following information: 
 
- Expenditure supported for the business (based on the percentage of the total 
expenditure issued, %) 

- Information related to support businesses (business name, period, total required 
expenditure, installed capacity and total power generation capacity) 

- Sum of used/unused green bond funds 

- Yearly amount of CO2 reduction as it pertains to the amount of use of green bond 
funds (CO2 amount will be calculated by using a method from Korea Institute of 
Energy Research) 

- Yearly performance of RPS implementation 
 

 

 6.   External Review 

 
 

The Company receives review feedback from external professional agencies on the 
appropriateness of the Green Bond Management Framework while pertinent results 
and content may be accessed on the Company’s website. 


