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CEO Message

Korea Housing Finance Corporation will be a companion

for housing welfare and prepared retirement, o ‘ o _ _ _
For 17 years since its establishment, Korea Housing Finance Corporation has achieved remarkable growth both in

doing its utmost for happiness of p60ple and better quality of life. terms of quality and quantity as the best housing finance institution that grows along with happiness of people.
t In particular, despite most formidable challenges presented by the unprecedented Covid-19 crisis in 2020, we focused
on what we had to do and what we could do best and delivered meaningful changes and feats.

The excessive liquidity in the market prompted by Covid-19 responses flew into real estates, overheating the market
and making it even more difficult for low-to-moderate income households to have homeownership.

Against this backdrop, we disbursed USD 39.3 hillion of public mortgages and supported those who needed to
purchase a house for residential purpose. In addition, we introduced Guarantees for Jeonse Deposit Return to
address the risk of non-return of Jeonse deposit, and Guarantees for Jeonse Loans to be paid in partial installments,
which allowed tenants to have more savings for homeownership. These efforts for inclusive residential safety net led
to the provision of housing credit guarantees worth of USD 58.5 billion dollar.

In the meantime, the Korean Home Pension surpassed USD 10.1 billion of guarantee provision with more than 80,000
accumulated subscribers, serving as a guardian program for seniors to have a stable livelihood after retirement with a
life-time annuity and life-time residence.

Furthermore, with the pilot issuance of MBS with 30 years of maturity, we laid the ground for longer term mortgage
provisions while successfully issuing euro-denominated bonds with negative yield, first of its kind in Asia.

As for the Korean Home Pension, we alleviated the subscription criteria by lowering the age threshold to 55 or older,
lifting the house price eligibility to USD 0.8 million or lower of declared value and including residential studio flats
in eligible collateral. These continuous and tireless efforts of HF did not go unnoticed, resulted in grade A in the
government management evaluation.

The post Covid-19 era will not just be confined to simple changes in work prompted by the pandemic, but will
further accelerate transition to digitalization, the so-called the 4th Industrial Revolution. With this in mind, HF will
streamline the online underwriting process for public mortgages and continue to have more financial institutions
handle Guarantees for Jeonse Loans in non-contact manner, while working on more advanced and tailored
application system to allow subscription & contract to the home pension without visit. To this end, we will adopt new
technologies in ICT and make efforts to develop digital mindset with innovative corporate culture.

More bipolarized housing conditions and exacerbated socio-economic crisis in post covid-19 will expose more low-to-
moderate income households and disadvantaged groups to unstable housing conditions. This will lead to the earnest
yearning to have a home to rest one’s mind and body, which is all the mare reason why HF will strive to make housing
finance more accessible and more affordable for people who need a home for a decent life.

Thank you.

Choi Joon Woo
President & CEO Korea Housing Finance Corporation
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About HF
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KOREA HOUSING FINANCE CORPORATION

Korea Housing Finance Corporation (HF)

Corporate Overview

Established on March 1, 2004, pursuant to the Korea Housing Finance Corporation Act (Law No. 17637), HF aims to promote
the long-term, stable supply of housing finance and thereby contribute to the welfare of the people and the development of
the national economy.

Competent Authority
Financial Services Commission

Type of Organization
Fund-management-based quasi-governmental institution

Capital and Fund

As of year-end 2020, HF retains USD 1.8 hillion in capital and USD 7.2 hillion in the Housing Finance Credit Guarantee Fund
(the “Fund”).

(Unit : USD million)
Capital @ 1 , 829
Fund Assets of Housing

é 7 ] 98 Total

Guarantee '

Fund Assets of @ ZH ] 9 y 43
Korean Home Pension

Main Business Areas
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HF works in four main business areas to improve housing welfare for the public and reinforce the residential safety net for

vulnerable social groups.

Issuance of
Mortgage-Backed
Securities

Provision of Public
Mortgages

Provision of Public
Mortgages

HF provides first-time home
buyers with the Bogeumjari
Loans, long-term, fixed-rate,
amortized mortgage loans, and
Conforming Loans, thereby redu
cing their exposure to interest
-rate fluctuations and giving
them stable access to home
financing.

Issuance of Mortgage-
Backed Securities

HF issues mortgage-backed
securities(MBS and MBB)
backed by home loans pur
chased from financial insti
tutions as a stable means of
raising funds from capital mar
kets for long-term, fixed-rate,
amortized public mortgage
loans, thereby contributing
to enhancement of housing
welfare of the public.

Provision of Housing
Finance Credit
Guarantees

Provision of Korean
Home pension

Provision of Housing

Finance Credit Guarantees

HF offers credit guarantees to
individual renters and home
buyers as well as property de
velopers, thus improving their
access to loans for Jeonse de
posits, newly-built apartment
installment payments, and
rental home construction or pur
chases, respectively, thereby
promoting residential stability.

Provision of Korean
Home pension

HF provides senior citizens
55 years of age or older with
guarantees for the Korean
Home Pension, the HF reverse
mortgages program which
allows seniors to take out loans
with their homes as collateral
and receive the money in the
form of annuity to cover their
monthly living expenses while
keep residing in the home for
the lifetime.
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Vision and Core Values

With the highest priarity on the housing welfare of low-to-moderate income households, HF is committed to becoming the
best housing finance institution that can promote the quality of life and happiness of the people.

Mission Contribute to national welfare and economic
development through the long-term,
stable supply of housing finance

The best housing finance institution
that grows along with the happiness of the people

Vision o i : . :
An institution that improves quality of life
by enhancing the housing welfare of low-to-moderate income households

CNA 0
Core Values ﬁ tt_@ &

Public good Future-oriented thinking Sharing and compassion

Strategic Adyance i B Stre_ngthen e Enhance expertise in | Lead implementation
G finance platform sustainable future housing finance of social values
oals tailored to the life cycle growth engine g
: Support residential . . Create jobs & build a
Strategic pRor Foster housing Establish talents ) .
stability for non- . . base for mutual prosperity
Tasks business of the future fostering system : i
homeowners with local communities
Expand housing Promote corporate Build inclusive social

Implement non-contact

financing support A . culture of cooperation  safety net to support the
digital innovation o .
for homebuyers & communication disadvantaged, etc.
: : : Build digitalization Advance management
Reinforce income Advance risk .
: . infrastructure & enhance system based on
security for seniors management system : : . .
information security social values
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Organization & Staff

HF consists of four groups, 24 departments (four offices, 18 departments, one research institute, 1 Future Academy), and 26

branches. HF head office is located in the Busan International Finance Center (BIFC) in Munhyeon-dong, Nam-gu, Busan.

Housing Finance
Steering Committee

Board of Directors

Housing Finance Research ]

Executive
[ Auditing Office ] Vice President
Corporate Planning Securitization Credit Guarantee Business
Management Group Business Group Business Group Infrastructure Group
Planning & Public Mortgage Housing Credit Guarantee ICT Strategy Personnel
Coordination Office Department Department Department Department
Finance Accounting Securitization Department Housing Builders ICT Operation Risk Management
Department Asset Management Guarantee Department Department Department
Social Values Department Department Korean Home Pension Business Support Corporate
Management Innovation Trust Management Department Department Communications Office
Department Department Credit Management Safety Management HF Future
Compliance Management Digital Finance Department Office Academy
Department Department
Branches % As of May 2021

(Eastern Seoul Metropolitan Area)  Seoul Jungbu / Seoul Nambu / Seoul Bukbu / Seoul Dongbu / Gangwon Dongbu / Gangwon Seobu

(Southwestern Area) Gwangju / Daejeon / Sejong / Chungbuk / Chungnam / Jeonbuk / Jeonnam

HF has recently undertaken organizational restructuring to reinforce our core expertise and organizational capacity and eliminate blind spots

in our public financial services. Digital Finance Department was newly established, enabling underwriting process and complete non-contact
provision of public mortgages, regardless of customer location. In addition, HF Future Academy has been opened to foster talents with housing
finance expertise.

Workforce

HF has a total of 790 employees, including seven executives and 783 full-time permanent employees. (Unit : Persons)

Employees by Job Grade
Job Grade 1" Grade 2" Grade 3“Grade 4"Grade 5" Grade and Below  Other Positions Total

Number 15 50 131 232 345 10 783

% The table above is based upon HF permanent employee information filed on the All Public Information In-One (ALIO) system (as of Q4 2020).



History

2004 o

U-Bogeumiari Loan (mﬁ,_o

was launched

BIFC
headquarters Relocated I.‘. |

O

2004. Mar. 01
2004. Mar. 25

2005. Oct. 31

2006. Jun. 29

2007. Jul. 12

2008. Sep. 30

2009. Sep. 30

2009. Nov. 16

2010.Jun. 21

2010. Jul. 15

2011. Aug. 23

2012. Mar. 09

2012. Aug. 07

2013. Jun. 01

2013. Nov. 18

2014. Jan. 02

2014. Mar. 19

2014. Dec. 19

2015. Jan. 02

2015. Mar. 05

2015. Mar. 24

2015. Dec. 31

2016. Apr. 25
2016. Nov. 25
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Karea Housing Finance Corporation established

Launched Bogeumjari Loan

Unveiled the preferred-rate Bogeumjari Loan program for low-
income non-homeowners

Launched e-Mortgage Loan

Launched reverse mortgage scheme, Korean Home Pension

Reached 1,000 Korean Home Pension subscribers

Unveiled a mortgage-MBS swap program to offer greater liquidity
for financial institutions

Acquired ratings from global credit rating agencies

(A2 by Moody's and A by S&P)

Launched U-Bogeumjari Loan
Issued 1st US dollar-denominated covered bond
(USD 500 million)

Granted a patent for the u-Bogeumjari Loan underwriting system

Launched Conforming Loan to support a soft landing for household
debt
Surpassed 10,000 Korean Home Pension subscribers

Implemented a prior subscription system for the Korean Home
Pension

Issued electronic short-term bonds, the first for a public corporation

Launched Didimdol Loan for first-time home buyers
Launched Akkim e-Bogeumjari Loan
Relocated the head office to BIFC in Busan

Launched guarantees for monthly rental loans

Reached KRW 100 trillion (USD 90.9 billion) in MBS issuance
Released Relief Conversion Loan

Opened the integrated MBS disclosure portal K-MBS

Launched three types of NaeJibYeonKeum
Issued 1st Pass-Through MBS

Excellence

in anti-corruption

Mo

2017. Apr. 17
2017. May 11
2017. Nov. 16
2017. Dec. 06

2018. Feb. 13
2018. Feb. 27
2018. Apr. 24
2018. May 31
2018. Oct. 30
2018. Dec 26

2019. May 27

2019. May 27
2019. Sep. 03
2019. Sep. 11
2019. Sep. 16
2019. Nov. 07
2019. Nov. 19

2019. Dec. 12
2019. Dec. 23

2020. Jan. 17
2020. Mar. 13
2020. Apr. 01
2020. Apr. 10
2020. Jun. 30
2020. Jul. 06
2020. Sep. 18
2020. Oct. 13
2020. Oct. 29
2020. Dec. 04
2020. Dec. 08

2020. Dec. 09
2020. Dec. 10

2020. Dec. 14

2020. Dec. 22
2020. Dec. 30

Supply of conforming Loans reached KRW 100 trillion (USD 90.9 billion) milestone

Launched Non-Recourse Didimdol Loan

Released non-contact Guarantee for Jeonse loans

Ranked first in the integrity assessment of public institutions and selected for excellence in anti-

corruption efforts for the eighth consecutive year

Selected for excellence in anti-corruption efforts by Anti-Corruption & Civil Rights Commission
Won Presidential Prize for anti-corruption efforts

Released Bogeumjari Loans for newlywed couples and families with multiple children
Launched Deonaeun Bogeumjari Loan and Non-Recourse Bogeumjari Loan

Issued Asia’s 1st Euro Social Covered Bond

Released Jeonse loan Guarantee for social values

Honored as an exemplary case of gender equality employment practices (Minister of Employment and
Labor's Award)

Launched guarantees for Jeonse and Monthly Rental loans for Young People

Hosted 6th AFIS Conference and ASMMA General Assembly

Received Excellence Award at the Board of Audit and Inspection’s Internal Audit Matters Contest
Launched New Relief Conversion Loan for low-to-moderate income households

Awarded KOSTAT Commissioner's prize for the best statistical data dissemination and application practices
New Relief Conversion Loan for low to moderate income groups selected as exemplary case of
proactive administrative service (Encouragement Prize)

Selected as an exemplary case of blind hiring (Minister of Economy and Finance's Prize)

Reached 70,000 Korean Home Pension subscribers

Received Asia’s Best Issuer for Sustainable Finance & the Best Covered Bond Awards (The Asset)
Attracted foreign investment (Singapore UOB, KRW 300billion), for the first time as a MBS issuer in Korea
Alleviated the eligibility criteria for Korean Home Pension by lowering the age threshold to 55

Opened Gyeongbuk branch

Issued Covid-19 linked social covered bonds, the first of its kind outside of Europe

Released Jeonse Jikim Guarantee (for return of the Jeonse Deposit)

Opened HF Future Academy

Issued MBS with 30 years of maturity, the first of its kind

Released Jeonse Guarantee with partial installment payment

Selected as an exemplary case of fair & blind hiring (Minister of Education’s Prize)

Alleviated the eligibility criteria for Korean Home Pension by increasing the house price cap and
allowing residence studio flats as collateral

Received the Advancement Award at the Board of Audit and Inspection

Selected as institute of merit in protecting vulnerable elderly (Recognition from the Minister of Health
& Welfare)

Won a grand award at the 15th Korea Social Contribution (Recognition from the vice-chairman of the
National Assembly)

Received Asia’s Best Social Value Bond Award for three consecutive years (The Asset)

Selected as an institute of merit in job creation for the elderly in the year of 2020 (Recognition from the

Mayor of Busan Metropolitan city)
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Facts and Figures

Securitization

Provided USD 39.3 billion of public mortgages with release of with the
launch of New Relief Conversion Loan for low-to-moderate income
households and issued MBS & MBB worth of USD 44.2 billion.

Public Mortgages

Supplied == 3 9 : 8

2020 Korea Housing Finance Corporation ANNUAL REPORT

36.4

211

Mortgage-Based
Securities Issued

g 447

Housing Finance Credit Guarantees

Provided Credit guarantees worth of USD 58.5 billion, a record level
since the launch of the guarantee, resulting in accumulated Credit
guarantee provision reaching USD 391.1 hillion in total.

Credit
Guarantees Supplied @ 5 8 5
Cumulative Credit

Public Mortgages Supplied

54.7
46.3
39.2

Guarantees Supplied @ 8 91 : 1

Korean Home Pension

80,000 in cumulative Korean Home Pension subscriptions
Became a reliable funding option for a happy and secure
retirement for the elderly.

Guarantees Supplied
for Individuals

103 101
9.0

Home Pension
subscriptions | i| | 80, OOO

Korean Home Pension
Supplied

(Unit : USD billion)

44.2

255
225

Mortgage-Based
Securities Issued

(Unit : USD billion)

38
22 33

Guarantees Supplied
for Builders

(Unit : USD billion, No.)

81,206
71,034
60,052

Cumulative Korean Home
Pension Subscribers

External Recognition

Won Best Issuer for Sustainable Finance and Best Social
Value Bond Award

The Asset, one of the world’s leading financial publications, has
honored HF with ‘Best Issuer for Sustainable Finance” and ‘Best
Social Value Bond" awards. The Asset stated that it recognized HF
for issuing the world’s first social MBS and 500 million euros of

Asia’s first AAA social covered bonds.*

* Covered bonds: Debt securities issued by a financial institution, which are secured

by a pool of mortgages or other prime assets.

Received citation from Minister of Personnel Management
in National Fair Personnel Management Contest

HF was selected as an exemplary institute and received citation
from Minister of Personnel Management in the National Fair
Personnel Management Contest, hosted by the Ministry of Personnel
Management. In the contest, HF was commended for its efforts to
create female-friendly work environment and empower female leaders
to prevent women's career path from derailing due to pregnancy and
child-rearing, and for fostering corporate culture that values work &
life balance and gender equality.

Selected as an exemplary case of fair
and blind hiring (Minister of Education
Prize)

HF received the Minister of Education Prize
for its exemplary practices in the public
sector category at the 2020 Fair and Blind
Hiring Best Practice Competition, held by
the Ministry of Employment and Labor. HF
designates blind ID for every process of hiring
and discloses the evaluation results, while
reflecting voices of applicants in its hiring
system. These efforts led to creating its own
unique hiring brand. HF will continue to strive
to implement fair and applicant-friendly
hiring procedures to meet the expectations
and standards of the public.

Honored with Advancement Award
at the Board of Audit and Inspection’s
Internal Audit Matters Contest

HF received the Advancement Award at 2020
Board of Audit and Inspection’s Internal Audit
Matters Contest, recognition for the progress
in improving conventional work practices
through specific and preemptive inspection,
as well as adopting immunity for proactive
administrative measures, and providing
administrative support with preliminary
consulting.
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Won a grand award at the 15th Korea Social Contribution
Contest (Recognition from the vice-chairman of the
National Assembly)

HF became the only financial institution honored with the citation from
the vice-chairman of the National Assembly at the 15th Korea Social
Contribution Contest. In particular, HF was commended for its various
social contribution activities and finance education programs for
development of the local communities, such as providing tailored care
for the disadvantaged elderly living alone, and holding a field training
education for local talents with HF Finance & Economy Open Campus.
HF will continue to strive to fulfill its social responsibilities as a public
institution.

Received Asia’s Best Social Value Bond Award for three
consecutive years

The two Euro-denominated social covered bonds issued by HF were
selected as Asia’s Best Social Bond and the Best Structured Finance
Deal by world's leading financial publications, The Asset and Global
Capital for each. Notably, HF was highly regarded for issuing covered
bonds in euro at negative yield, first of its kind outside of Europe,
thereby effectively funding public mortgages to support residential
stability for low-to-moderate income households, as well as issuing
Asia’s first Covid-19 social covered bonds since the onset of the
pandemic.

The award in 2020 marks the three consecutive years for HF in
receiving the Asia’s Best Covered Bonds by The Asset, since 2018.
The overseas covered bonds issued by HF has contributed to reducing
housing cost burden on low-to-moderate income households by
enabling long-term funding at low-interest. In addition, it works as an
index bond for Korean covered bonds in Euro market, which will lead
to more covered bonds issuance by banks.

Selected as an institute of merit in job
creation for the elderly (Recognition
from the Mayor of Busan Metropolitan
city)

HF was selected as an institute of merit in senior
job creation and awarded with citation from
the Mayor of Busan, as the only case among
public institutions relocated to the city. The
award recognizes HF's various social contribution
programs, including ‘Senior Community Guard’
for security of communities and protection
of the vulnerable elderly, and ‘HF Happiness
Care Service’ where seniors take care of the
disadvantaged elderly living alone. The programs
created 350 jobs for senior citizens. HF will
continuously push ahead various programs for
mutual prosperity of local communities and
implementation of welfare through work.

Internal Efforts for Better Housing Finance Service

Alleviated the age eligibility for Korean Home
Pension via amendment of enforcement decree of
the KHFC Act

By amending the enforcement decree of the KHFC Act, HF
lowered the age eligibility for Korea Home Pension from 60
to 55, as parts of follow-up actions of the government to
facilitate private pension to build assets for retirement. The
lowered age limit allows middle-aged retirees to tap into the
Korean Home Pension, thereby offsetting the income shortage
before reaching the age for receiving public pension. For these
early retirees, the Korean Home Pension is expected to be a

valuable income source to fill the income crevasse.

Eligibility : 60 or older Eligibility : 55 or older

Alleviated
the age eligibility il ]

Released Jeonse Jikim Guarantee
(Jeonse Deposit Return Guarantee)

With mounting concerns for Jeonse deposit price exceeding
the house price and resultant risk of non-return of the deposit,
HF launched a guarantee product for return of the deposit.
With the guarantee, the tenants can be repaid with Jeonse
deposit even if lessors fail to return the money, in return for
transferring the Jeonse deposit debt obligation to HF. In such
cases, HF will act as creditor and pursue the fulfillment of
the debt obligation from the lessor. With the release of the
product, HF can preemptively remove the risk of deposit return
while contributing to preventing tenants from falling into
victims of so-called gap investment.

Issued MBS with 30 years of maturity,
the first of its kind.

For the first time since its establishment, HF issued
hyper long-term MBS waorthy of USD 9 million, with
30 years of maturity, reflecting requests from market
investors who called for supply of hyper long-term
MBS. Going forward, HF will pay close attention to
the needs of aspiring homebuyers who hope to have
monthly P&I repayment burden alleviated, while
making continued efforts to advance housing finance
with financial products of longer maturity.

Alleviated the eligibility criteria for price &
type of house for Korean Home Pension via
amendment of enforcement decree of the
KHFC Act

With the amendment of enforcement decree of the
KHFC Act, HF lifted the house price cap from USD 1
million of market price to USD 1 million of declared
value and included residential studio flats in the
house type eligible for home pension, which resulted
in the expansion of subscription base.

House price cap USD 1 M of

1r11] 1100d 1101]
/T D

market price

declared value
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Corporate Governance

HF has the Housing Finance Steering Committee, the Board of Directors, and an internal auditor in place for its decision-
making and business execution.

The Housing Finance Steering Committee and the Board of Directors make major decisions on business execution and other
matters stipulated in the law and decrees, while the President & CEQ is in charge of HF's day-to-day business execution
and management. The auditor is in charge of oversight over the works of the management with independence and in a
transparent manner.

VA
H KOREA HOUSING-
FINANCE CORPORATION

Housing Board of President

Finance Steering

Committee Directors & CEO

Decision - Making Policy Direction / Mgmt Supervision

Housing Finance Steering Committee

The Housing Finance Steering Committee is the head decision-making body of HF. It is responsible for deliberating and making decisions on
key matters. These include drafting and amending HF's fundamental policies; establishing and revising business plans; amending HF's articles
of incorporation; and allocating, revising, and settling budgets. Other important tasks include underwriting standards for mortgage-backed
securities; setting criteria for reverse mortgage guarantees; formulating and revising plans for the operation of the Housing Finance Credit
Guarantee Fund; and deciding the write-off of indemnity receivables.

Financial Services Commission Ministry of Land, Infrastructure and Transport
Secretary-General ——.Head of the Housing and Land Office
Kim Tae Hyun Kim Su Sang
) .- . . Bank of Korea (Former)
KHFC President & CEQ Composmon of HOUSlng Finance Director of Personnel

Choi Joon Woo Management

~ Pusan National University ~ Chung-Ang University
Professor Professor

Lee Jang Woo Cho Sung Il
g % As of May 2021

The Committee is composed of six members, comprising one chairperson (HF President & CEQ); two public officials appointed
one-each by the Financial Services Commission and the Minister of Land, Infrastructure and Transport; one member appointed
by the Financial Services Commission from the executives of financial institutions or those with in-depth expertise in housing
finance; and two members appointed one-each by the Financial Services Commission on the recommendation of the Minister
of Land, Infrastructure and Transport and the Governor of the Bank of Korea. Committee members serve a two-year term.

Management Council

The Management Council consists of the President & CEQ as the chairperson, the Executive Vice President, and executive
directors. It is responsible for deliberating and making decisions on a range of issues. These issues include the establishment,
revision, and abolishment of HF regulations, excluding those subject to the decision-making of the Housing Finance Steering
Committee and the Board of Directors. Also included are business commissioning; securitization, credit guarantees, reverse
mortgage guarantees, and guarantee liability performance; the suspension and special management of the right to indemnity;
and matters entrusted by the Housing Finance Steering Committee and the Board of Directors and matters deemed necessary
by the President & CEQ.

t Steering Committee fhng Hoo Sik
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President & CEQ Auditor Executive Vice President
Choi Joon Woo Lee Dong Yoon Kim Min Ho

Board of Directors

The Board of Directors comprises the President & CEQ as the chairperson, the Executive Vice President, and Executive and Non-Executive
Directors. One of non-executive directors is designated as senior non-executive director.

The President & CEO is appointed by the President of the Republic of Korea at the proposal from the head of the Financial Services Commission
among candidates commended by the Nominating Committee.

Executive directors, including vice president, are appointed by the President & CEO, whereas non-executive directors are appointed by the
Chairman of Financial Services Commission from a pool of candidates commended by the Nominating Committee. The auditor is also appointed
by the President of the Republic of Korea at the proposal from the Minister of Economy and Finance, after deliberation and voting by Public
Institution Operation Committee on candidates commended by the Nominating Committee.

The term of directors is two years, except for the President & CEQ, who serves a three-year term. Where deemed necessary, their terms can be
extended by one year after a separate evaluation process under the relevant laws.

The Board of Directors deliberates and decides on a wide range of operational issues. These include agenda items presented by the Housing
Finance Steering Committee; debt financing and repayment plans; executive member nominations; the establishment, revision, and abolishment
of organizations and HR regulations; changes in capital; matters requiring government approval and authorization; the sale of the right to
indemnity; and other matters deemed necessary by the Board of Directors or the President & CEQ.

The HF President & CEO is obligated to report to the Board of Directors. Such matters to report include findings from government inspections
and audits by an independent auditor and the Board of Audit and Inspection, action plans to address the findings, and their outcomes.

Executive Directors Executive Directors Executive Directors Executive Directors
Park Jung Bae Cho Jeom Ho Seol In Bae Lee Kyu Jin

This reporting obligation also covers agreements entered into between HF and other public agencies and corresponding budget estimations as
well as other matters requested by the Board of Directors.

The Board of Directors holds regular meetings once a month. It can also hold ad-hoc meetings where deemed necessary by the chairperson or
requested by at least one-third of the members. In 2020, it held 19 board meetings, in which 91 agenda items were addressed.

Senior Non-Executive

Composition of the Board of Directors Seo Chae-Ran (Lawyer at DongHun, a law firm)

Directors
X As of May 2021 Lee Yong-Han (Head of the DaeDeok Welfare Center)
Shin Min-Cheol (VP, Audit Dept of Woori
Finance Holdings,Co.)
President & CEQ Choi Joon Woo Ryu Seong-Min (Public Interest Member at the
Executive Vice President Kim Min Ho Non-Executive Economic, Social and Labor Council)
Park Jung Bae Directors Heo Ung (Executive Director, KDB Life Insurance)
Excoutive Directors OO0 Deparint Miisny of Stogy and s
Seol In Bae

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Hong Soon-Kye (Managing Director,
Lee Kyu Jin HyundaiMarine&FirelnsuranceCo.)




Business
Performance

HF maps out a better future for the public,
from housing welfare to a happy retirement.




Provision of Bogeumjari Loans and
Didimdol Loans

The Bogeumjari Loan is the nation’s first long-term, fixed-rate,
and amortized mortgage loan to help low-to-moderate income
households realize their dream of owning a home. In 2020 alone,
HF provided USD 35.4 billion in mortgage loans(Bogeumjari Loans
93.6%, Didimdol Loans 6.4%) to about 293,000 homebuyers. The
cumulative amount of Bogeumjari Loans (including Didimdol Loans)
supplied since the scheme's launch has reached USD 189.6 billion,
supporting a total of some 1.87 million households to purchase
their home and, thereby, contributing significantly to promoting
homeownership among low-to-moderate income households for
residential purpose.

(Unit : USD billion)
35377

Amount of Bogeumjari Loans
and Didimdol Loans Supplied

10,822 13,409
8,559 10187 7,698

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

As the rise of single-person households, later marriages, and the
low hirth rate have become major social concerns, HF has launched
the Bogeumjari Loan for Newlyweds and Multi-Child Families
in 2018 to relieve the housing cost burden on these two target
households. Tailored to meet their specific economic conditions,
the loan offers additional preferential interest rate, in addition to
more lenient income requirements and increased loan limits. In
2020 year alone, HF served 51,000 newlywed couples and 26,000
multi-child families with Bogeumjari Loans, offering preferential
terms in interest rate, income requirement and the loan limit.

In addition, HF has launched the DeoNaEun Bogeumjari Loan in
2018 to protect borrowers who are relatively vulnerable to interest
rate risks as housing market volatility has expanded. Under the
DeoNaEun Bogeumjari Loan scheme, those on a non-bank lender’s
floating-rate, bullet-payment mortgage loan can switch to HF's
long-term, fixed-rate, amortized mortgage loans. With the new
loan, HF allows them to repay their high-rate non-bank mortgage
loan with its low-rate Bogeumjari Loan, easing their burden of

Bogeumijari Loan Benefits for Newlyweds and
Multi-Child Families

Regular Income Limit

Bogeumijari Loan N 273,000
Bogeumijari Loan usb 77,00Q
for Newlyweds USD 273,000

Bogeumjari Income Limit (1 child) USD 73,000
Loan for (2 children) USD 82,000
Multi-Child (3 or mare children) USD 91,000
Families

repayments to non-bank mortgage lenders, especially at a time
of rising interest rates. In particular, HF allows borrowers to
repay a portion of their principal at the maturity date to lessen
their monthly repayment burden and also eases the LTV and DTI
ratio requirements to the range of 90% and 70%, respectively, in
consideration of the high LTV and DIT loans of non-bank lenders.

Furthermore, HF first adopted the DSR" ahead of the banking sector
to manage the total amount of household debt. It also proactively

introduced and implemented the New DTI”

in January 2018, which
has now become a benchmark to assess lending risk across the
entire financial sector. At the same time, HF flexibly adjusts public
mortgage rates, providing lower rates than those of commercial
banks and, as a result, contributing directly and indirectly to
reducing mortgage borrowing costs for low-to-moderate income
households.

In 2020, the average age of Bogeumjari and Didimdol Loan
borrowers was 44 years old. Their average annual income was
around USD 41,000, revealing that the loans are mostly used by
low-to-moderate income groups. Most of the mortgages(87.7%)
were used to purchase apartment units, whose average size is

75.5m’, smaller than the nation's standard housing size of 85m”.

This shows that the Bogeumjari Loans were offered mainly to
homebuyers with residential purpose.

1) DSR(Debt Service Ratio) = {(Annual repayment amount of principal and
interest of mortgage loan+Annual repayment of principal and interest of
other debts)/Annual income} x 100

2) New DTl = {(Annual repayment amount of principal and interest of all
mortgage loans+estimated repayment amount of interest of other debts)/
Annual income(confirm the income of 2 years)} x 100
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Bogeumijari Loan Borrowers and Their Housing
Characteristics in 2020

Age 44 years old
Annual Income Approx. USD 41,000
LTV 56.3%
DTI 22.9%
House Type Apartment 87.7%
House Area 75.5m’
House Price Approx. USD 236,000

Provision of Conforming Loans

Until 2012, most mortgages were floating-rate and bullet payment
loans, meaning that any rate moves would put a greater burden
on borrowers. To address this, HF unveiled the Conforming
Loan, a long-term, fixed-rate mortgage loan designed to resolve
the structural problem of the nation’s mortgage market. Since
its launch in March 2012, the Conforming Loan scheme has
contributed significantly to improving the structure of the Korean
mortgage market.

The Conforming Loan is a long-term, fixed-rate, and amortized
mortgage loan that conforms to a certain set of criteria set by HF
for purchase and securitization. Lending institutions may freely
determine the name, rate, and other terms of the loans and sell
them to the extent that they satisfy the criteria. Borrowers can
take out a loan of up to USD 455,000 for houses worth USD
818,000 or less and repay the loan over a maximum of 30 years
in installments. Given that the loan amount is determined by the
borrower’s income level and that the loan is repaid in installments
over a long period of time at a fixed rate, the Conforming Loan is
a loan option that offers safety from a potential housing market
recession or even a financial crisis.

With provision of USD 3.9 billion of conforming loans to 2.3million
households in 2020, the total conforming loans accumulated
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reached USD 116.3 billion for around 1.19 million households
since the launch. The numbers demonstrate that HF has promoted
an encouraging structural move in the nation's household debt
towards long-term, fixed-rate, and amortized loans.

According to statistics on the use of Conforming Loans in 2020, the
loans were provided mainly to middle-class borrowers in their 40s,
with the average age at 46 and the average home value at USD
382,000. Their average LTV and DTl stood at 56.0% and 32.1%
respectively, indicating that the loan structure is also relatively
stable.

Conforming Loan Borrowers and Their Housing
Characteristics in 2020

Age 46 years old
LTV 56.0%
DTI 32.1%
House Type Apartment (97.0%)

House Price Approx. USD 382,000

Non-Recourse Public Mortgages

In 2017, HF launched the limited recourse Didimdal Loan to
prevent the financial collapse of low-income households and
protect the interests of financial consumers at times of housing
price downturns due to economic crises. A limited recourse loan
is a type of loan, often dubbed a non-recourse loan, that limits
the borrower’s liability for the home being mortgaged and does
not allow the lender to seek payment beyond the collateral in the
event of default due to a decline in home prices.

At the time of its launch in 2017, the non-recourse loan was
available only to couples with a combined annual income of USD
27,000 or less. Soon after the launch, HF raised the income limit
to USD 45,000 and again to USD 64,000 in 2018, expanding the
availability of the loan to the entire income range. In 2020 alone,

Further claim beyond collateral and for other assets of the borrowers

Claim restricted only to collateral

HF offered approx. USD 0.9 billion under the loan to some 7,000
low-to-moderate income households and disadvantaged groups,
contributing to the better protection of financial consumers.

At the same time, HF expanded the non-recourse scheme which
had been confined to Didimdol loans to the Bogeumjari Loans and
Conforming Loans in 2018, subsequently extending it to all public
mortgage products.

In 2020, the terms were further alleviated to include owners of two
houses, under condition that they will dispose one of the houses
within certain period. This resulted in the provision of non-recourse
Bogeumjari Loans worth of USD 9.6 billion for 63,000 households,
actively carrying out tasks set by the government and establishing
safeguards that can protect financial consumers from interest rate
hikes and other potential risks.

Digitalization of Public Mortgage
Provision

As there are growing demands for non-contact based finance
services and public products in the post pandemic era, the
government released the ‘Digital New Deal Plan’ for Korea.
Accordingly, HF newly established Digital Finance Department to
provide housing finance on a non-contact platform, and has been
working to digitalize public mortgage application and underwriting
processes, which will enable stable operation of the existing public
mortgage system as well as cater to the needs of customers and
streamline innovative system for better efficiency.

In addition, HF has made the Digital Finance Department focus
on underwriting of public mortgages, as well as take full charge
of public mortgages for repayment and refinancing and provide
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support for underwriting process of branches when there is a surge
in application. As a result, the department has been instrumental
in stable supply of public mortgages.

The purposes of digitalization lie in improving accessibility to
public mortgages by building a system for easy and convenient
application and increasing underwriting efficiency by making the
system fast and precise. In addition, HF considered how to resolve
digital divide caused by digitalization and devised a comprehensive
plan for digitalization of public mortgages, under which the Digital
Finance Department has been playing a central role for consistent
implementation.

To this end, HF first revamped its website to better customer
experiences on public mortgages application. On average, about
25% of register items were deleted, including unnecessary
ones in light of use of the fund and what can be identified in the
underwriting process. HF has also replaced terminologies mostly
used by underwriters with easy words, greatly increasing customer
convenience. Secondly, HF added information provision agreement
by spouse of an applicant on the website. To prevent the delay, HF
enhanced notification on the spouses’ agreement to information
provision and ultimately introduced online agreement process.

At the same time, HF has developed an automated verification logic
for the number of houses owned by an applicant and expedited
underwriting process. In addition, HF improved the use rate by
approx. 23%p through precise explanation on scrapping service,
which enables directly receipt of administrative information on
an application. Subsequently, the process reduced the number of
documents to submit by customers. Lastly, for customers who are
not familiar with digitalization, HF has produced a YouTube clip and
posted it on the website, with which customers can go through the
application process step by step.

These efforts reduced the application time by approx.11 min and
underwriting duration by 2.3 days on average. In addition, the
focused underwriting process saw the per capita productivity
increase by approx.130%, compared with the previous methods
performed by each branch.

HF will continue to push forward for digitalization to make public
mortgage application faster and more convenient.
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Issuance of
Mortgage-Backed Securities (MBS)

The principal purpose of HF's securitization business is to raise
funds for long-term, fixed-rate, and amortized mortgages from
the capital markets by issuing mortgage-backed securities, thus
enhancing the housing welfare of low-to-moderate income
households.

Under its securitization structure, HF takes over mortgage loans
originated by financial institutions, transfers them to the Trust
for perfection against third parties, and bundles them into
beneficiary securities. Given that MBS yields vary depending on
their performance under the Trust Act, HF guarantees principal
and interest payments to ensure stability in mortgage payments
to MBS holders and attract mare investors. Until 2019, HF issued
MBS in eight tranches with maturities of one year to 20 years.
With issuance of MBS with 30 years of maturity in Oct 2020, the
number of MBS tranches HF issues totaled at 9.

Considering the nature of the cash flow of mortgage loans,
securities with a maturity of five years or longer are given call
options. This MBS is recognized as a very safe investment option
thanks to HF's payment guarantee and the indemnity clause of the
Korea Housing Finance Corporation Act.

In 2020, HF regularly issued MBS 39 times in the combined amount
of USD 42.4 hillion. As the government took more stringent measures
against rising household debt, eligibility requirements for home
loans were tightened. However, the supply of public mortgages for
financially-vulnerable groups expanded, driving up the volume of
MBS issued for the year to substantially greater than that of the
previous year with USD 24.9 billion (total 28 times of issuance).
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Overview of MBS Issuance

Underlying + Mortgage loans

Assets (Bogeumjari, Didimdol, and Conforming Loans)
Amount = Approx. USD 1.4 billion
Issued (Pass-Through MBS : approx. USD 0.6 billion)

Issuer « HF Trust (Trustee : HF)
« HF guarantees full principal and interest payments for
senior MBS.
 Multiple maturity tranching
- Tranches of 1, 2, and 3 years: lump-sum repayment at

Issuance .
Structure maturity .

- Tranches of 5, 7, 10, 15, 20 and 30 years: Partial call
option for every three months sequentially from the
shortest maturity tranches; grace period offered to
each tranche

- Fixed-rate (interest rate on Korea Treasury Bonds + spread)
Clcsiilé?t?gr?s - AAA credit rating, public offering, and listing on Korea
Exchange (KRX)
Mortgage - Financial institutions and HF
Servicers

As of the end of 2020, HF MBS saw its cumulative issuance
amount and outstanding balance reach approx. USD 285.5 hillion
and USD 129.1 billion, respectively, becoming one of the top three
bonds in the domestic market after Korea Treasury Bonds and
Monetary Stabilization Bonds.

HF determines the MBS issuing rate by adding a spread to the
benchmark treasury bond yield. In 2020, the spread went up by
16.4 bp year on year due to increased volatility in financial markets

MBS Issuance Structure

Sell
mortgages

Set up trust

HF's Trust
Account e Account
Sale Korea Housing Issuance
- proceeds = Finance Corporation — proceeds

Guarantee fee / trust fee

Servicing fee

MBS Issuance Trends by Year (Unit:: USD billion)

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Trends in the Weighted Average Spread of MBS
(Unit : bp)

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

MBS Investments by Maturity and Investor in 2020
(Unit: USD billion, %)

Short-Term Medium- Long-Term

Classification MBS Term MBS MBS Total
‘ (1to3yrs) | (5to7yrs) | (10to 20 yrs)
Banks 9.0 95 2.1 206(487)
Pension Funds 0.8 31 1.9 58(13.6)
Insurers 0.4 1.1 33 48(114)
Securities 29 20 10 59(135)
Firms

laneritsTfm 06 04 04 14(33)
Mutual Finance 04 2.6 0.6 3.6(8.7)
Overseas 0.3 - - 0.3(0.8)
Total 14.4(34.1) 187 (44.2) 9.3(21.7)  42.4(100)

Note: 1) Figures in () represent the percentage of the total.
2) Banks' insurance accounts are classified as an insurer.
3) Subordinated tranches and mortgage-MBS swap transactions are not
included.
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on the back expanded supply of New Relief Conversion Loans and
Covid-19 pandemic.

In particular, 65.9%, or USD 27.9 billion, of the MBS issued for the
year were mid-to long-term securities with maturities of five years
or longer, satisfying the investment appetite of banks, pension
funds, and mutual finance businesses and, thereby, revitalizing the
domestic long-term bond market.

In addition, HF issued USD 8.3 hillion of pass-through MBS in 2020,
spanned over 13 times, recording total accumulative issuance
of USD 18.3 billion. Launched in 2016, the pass-through MBS
employs a structure through which HF collects monthly principal
and interest payments from a pool of underlying mortgages and
passes on the collected payments to investors. More specifically,
investors receive their proportionate share of all cash flow from
the collateral pool. With this pass-through structure, HF hands off
the risk of early repayment of the underlying mortgage loans to
investors, whereas investors earn increased returns depending on
their prepayment assumptions.

Covered Bond Issuance (MBB)

HF takes over mortgage loans from financial institutions and
issues debt instruments secured by the pool of mortgage loans
to investors, who receive principal and interest payments from
the underlying assets. These mortgage-backed bonds (MBB) are
called Covered Bonds. Covered Bonds are bonds issued by financial
institutions with prime assets such as mortgage loans or loans
to public sector as collateral. Embedded with a preferential claim
over the collateral and a right of recourse to the issuer, MBB
gives investors double protection, which enables a steady flow of
financing at low interest rate.

Since 2010, HF has raised a total of USD 6 billion by issuing ten
rounds of foreign currency-denominated covered bonds, thus
diversifying its funding sources. In particular, it successfully issued
AAA-rated euro covered bonds for the first time in Korea in 2019
and euro covered bonds at negative yield rate in 2020, first of its
kind in Asia, thereby securing a stable source of funding for public
mortgage loans at a low cost.
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Covered Bond Issuance Structure

Financial Services Commission

A
i Register securitization plan, etc.

Sell . Issue covered
Financial mortgages Korea Housing bonds
Institutions <] > Finance Corporation <]
(Seller / Servicer)
Sales Issuance

Proceeds Proceeds
AA s

Mortgages Servicing fee

Borrowers

Asset Management

As of the end of 2020, HF held a total of USD 127.7 hillion in
securitized assets: USD 127.6 billion in mortgage loans and USD

Securitized Assets as of 2020 End
(Unit: N, USD billion)

0.1 billion in student loans. Its mortgage loan balance rose from s
Securitized Assets

the previous year by USD 16.5 billion due to its steady supply of Trust

Classification Pool Number of Loan
Bogeumjari Loans and Conforming Loans. However, its student ‘ \ Accounts \ Balance
loan balance decreased by USD 0.1 billion from a year earlier, Mortgage Loans* 463 1,435,100 1276
as the transfer of its student loan business to Korea Student Aid Student Loans 17 95,362 0.1
Foundation in 2010 halted the inflow of new assets and led to Total 480 1,530,462 127.7
recasting and refinancing. * Purchase and hold, as well as USD 6.1 bllion in MBB included

Trends in the Balance of Securitized Assets by Year

. Unit : USD million . Unit : USD million
Balance of Securitized Mortgaged Loans ( 27607 ) Balance of Securitized Student Loans ( )
e
,,,,,,,,,,,,,,,,,, 268 Q7 gnQ
197 139 6
B N

2016 2017 2018 2019 2020 2016 2017 2018 2019 2020

In 2020, HF enhanced customer satisfaction by providing the self-
employed and young debtors with buffers against economic shock
from Covid-19, in the form of improved policies, while actively
leveraging digital technologies of the fourth industrial revolution
era.

Specifically, to provide prompt support for struggling borrowers
applying delay of loan payment, HF improved the method to
check their aggregated income and enacted a special decree on
the deferment of collection and foreclosure for Didimdol Loan
borrowers in regions severly struck by Covid-19. In addition,
to alleviate payment burden on young borrowers, HF actively
supported conversion loans for student loans in collaboration with
the Korea Student Aid Foundation.

On top of these efforts, HF has built the RPA(Robotic Process
Automation) system and materialized automation for securitization
asset management, as well as paved a customer-friendly service
platform by adopting Cl(Connecting Information)-based mobile
notification method, and reducing the number of documents to
submit with expanded use of scrapping technologies and online
application system for deferring disposal of extra house.

Trust Asset Management

In 2020, HF issued USD 285.7 billion of MBS and USD 7.1 billion of
SLBS, totaling USD 292.8 billion in asset-backed securities. Of this
amount, USD 163.5 billion was repaid.
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In 2020, HF made various efforts, devising a trust fund operation
strategy in low-interest rate trend, enhancing efficiency of the trust
fund management and stepping up market-friendly efforts.

First, in respond to the global low-interest” trend in the wake
of Covid-19, HF reinforced the market agility of the trust fund
operation. To address decrease of ROl of short-term products due
to lowered key rate, HF adopted A1 grade-ABCP(Asset Backed
Commercial Papers) in its portfolio for the first time and delivered
33bp excessive return, among short-term products with less than
90 days of maturity.

In addition, HF promoted both profitability and stability of fund
operation by expanding AA financial institutions’ operation amount
with high profitability, while managing the aggregated risk amount
within the proper risk capital limit.

Second, for efficient operation and management of soaring
trust fund, HF performed strategic exercise of clean-up call” and
improved trust cancellation process. Unlike clean-up call options
that were exercised on a routine, HF devised and implemented
a strategic plan to leverage the effects of clean-up call to
the maximum by selecting a pool which is short of cash and
considering effects on the fiscal soundness.

In the meantime, as cancellation for trust with rate-adjustment
loans shot up®, HF worked with financial institutions and developed
the verification logic for outstanding loan balance, thereby
increasing credibility and consistency of the process.

1) BOK Key rate decrease: 1.25%(Jan, 2020) —> 0.5%( May to Dec, 2020)
2) Clean-up Call : Refers to exercise of call option for early termination of
trust, when the outstanding balance of loans or MBS falls to 5% or less.
3) In 2019, 8 times, with total of 20,000 cases (USD 1.5 billion)
— In 2020, 26 times, with total of 50,000 cases (USD 3.6 billion)

MBS - SLBS Issuance and Repayment as of 2020 End

{Unit : USD billion)
Repayment (Cumulative)
Classification Cumule;\t:‘\]l:ul:ts uance Repai . Prepaid OtlBt::::gLng
‘ ‘ epaid at Maturity ‘ (Call Option) ‘ Total ‘
MBS 2857 90.4 66.0 156.4 129.3
SLBS 7.1 24 46 7.0 0.05
Total 2928 92.8 706 163.4 129.35
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Trends in the Balance of Securitized Assets by Year

Balance of MBS (Unit : USD billion)
1293

(4) Using K-MBS

K-MBS Intro

K-MBS Integrated Disclosure Portal
Welcome to K-MBS of Korea Housing Finance
Corporation.

Korea Housing Finance Corparation (HF) receives morigage bonds from financial
nsteutions, and based onwhich, issues and sels mongage-backed securtes or

2017 o (IS, MBB)toimsesors, sty inancinglong erm, ownderestfurds rom
the bond market and expanding loan rescurces.

K-MBS is an integrated disclosure portal that has been in operation since
December 2015 to provide investars, market participants and the general
Balance Of SLBS 1 § - ﬁmIMrmmmmmmmm

= You can easiy il indormaotian on isuance of MBS ar MBB, bid informatian,
Fssuanceof secial bonds and status o so<al value, etc.

03 (Unit : USD billion) e

https://kmbs.hf.go.kr

K-MBS

- K-MBS offers introductory explanation on the MBS and key
2016 2017 terminologies, along with guidelines for using each menu as
followings;

« MBS and MBB Information

Third, HF stepped up market-friendly efforts through roll-out of Introduction on MBS and MBB, issuance plan, issuance

K-MBS(MBS disclosure portal) promotion and close communication
with related institutions. K-MBS promotion brochures were
published and distributed to credit rating agencies, pension + Disclosures

funds, and research institutions, while VOC survey promotion was Details of securities repayment plan(exercise of call option,
carried out to provide service of better quality. In addition, HF held etc), credit ratings, MBS investor reports, and social financing
meetings with MBS-related institutions and working groups of information.

financial institutions for their comments and reflected them on - Notification on the exercise of call option Timely updated
the work plan, thereby building a sound framewaork for trust asset information on call option exercise plan or results.
management. - Social financing information.

Other efforts of HF for reliable and stable trust asset management Use of proceeds of MBS, the representative social bonds of
in the fast changing capital market include customized empower Korea, and subsequent improvement of social values.

ment training for employees, stipulation of operation risk manage

information and market transaction status.

- Statistics
ment in its bylaws, and work process improvement. Statistics on MBS and MBB, issuance history, repayment

records, underlying assets analysis, and CLC data.

« Benefits of membership
When subscribes to the membership, one can list preferred
menu and receive automatic alarm mail for information update
on call-option exercise, etc. and newsletter mails.
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Supply of Housing Finance Credit Guarantees

HF operates the Housing Finance Credit Guarantee Fund (the
‘Fund’), stimulating the flow of credit for home financing and,
thereby, promoting the residential welfare of the public. This
Fund provides credit guarantees mainly to the demand and supply
sides of the housing market: individual households seeking loans
to finance Jeonse deposits and new homes and home builders
seeking loans for rental home construction and purchases.

In 2020, HF provided USD 58.8 billion of guarantees in total,
faithfully carrying out its mission to support seamless funding for
individual homebuyers with residential purpose and home builders.
As a result, from its establishment in 1988 to the end of 2020, HF
has provided USD 462.3 billion of guarantees for 13.22 million
households in total. (USD 418.5 billion for 10.61 million households
in individual guarantees and USD 43.9 billion for 2.59 million
households in home builder guarantees.)

Accumulative Supply of Credit Guarantees since the Fund Est.

USD bilion Amount of Supply
5455

4545
363.6
2727
181.8
90.9

0 —

No. of Households No. of Households
14,000,000

12,000,000
10,000,000
8,000,000
6,000,000
4,000,000
2,000,000

0

‘88 90 '92 '94 '9%6 '98 ‘00 ‘02 ‘04 06 ‘08 10 12 '14 '16 18 20

Credit Guarantee Supply by Year

(Unit : USD billion)

Classification ‘ 201 ‘ 2012 ‘ 2013 ‘ 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019 ‘ 2020
Individuals 18.2 244 232 28.1 322 343 313 39.2 463 549
Builders 06 0.7 1.0 09 1.9 22 20 22 33 39
Total 18.8 25.1 24.2 29 341 36.5 33.3 414 49.6 58.8

Credit Guarantees for Individuals

Spread of Covid-19 in 2020 and its resultant constrain on
economic activities along with house price increase exposed
more low-to-moderate income households and vulnerable groups
to residential instability. To reduce the housing cost burden on
these people, HF expanded the rate and guarantee fees reduction
model in collaboration with municipal governments and financial
institutions, thereby providing housing finance with low interest
rate.

In addition, HF has endeavored to promote social values by
enhancing support for young households who do not own a house
in funding their Jeonse and monthly rent payment, by increasing
of supply limit of Young People’s Jeonse and Monthly Rental Loan
from previous USD 1 billion to USD 3.7 billion, launched in May
2019 in line with the government initiative undertaken to alleviate
the housing cost burdens on young people and newlywed couples.

Moreover, in order to fulfill its role as a public guarantee provider,
HF introduced Special Jeonse Guarantees with Partial Installment
and Guarantees for Jeonse Deposit Return to ensure return of the
deposit to low-to-moderate income tenants.

Credit Guarantees for Home Builders

As for guarantee services for home builders, with an aim to
facilitate provision of quality houses, HF signed agreements with
municipal governments and banks, and launched the ‘Compact
Construction Loan Guarantee” in 2020. In particular, for residential
stability of disadvantaged youth, HF signed a MOU for ‘Financial
Support for Busan Dream APT Project Promotion” with Busan
Metropolitan Government and Korea Housing Builders Association,
and worked for stable operation of combined construction loan
guarantees. In addition, HF enhanced guarantee provision for
loans related with housing for youth residing areas adjacent to

subway stations and social & community houses. It also provided
guarantees total worth of USD 0.6 hillion (2,518 households) by
expanding post-construction PF guarantees. These measures
facilitated house constructions by builders for post sales(or rent),
and helped more to benefit from stable housings.

Supply of Housing Finance Credit Guarantees by

Product in 2020 (Unit: USD billion, %)
Category | Supply | Share

Jeonse 46.1 839

Credit Intermediate Payments 6.0 11.0

(Guarantees Purchases 25 45

for deposit return 03 05

Individuals Others 01 02

Subtotal 54.9 100.0

Construction 19 497

Credit PF 19 495
Guarantees

for Builders Purchase for Lease 0.1 0.8

Subtotal 39 100.0

Total 58.8

Fund Status

Various sources contribute to the Housing Finance Credit Guarantee
Fund. These include the government and financial institutions,
guarantee fees from customers, recoveries on indemnities, and
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HF participated the ‘Social Housing Project with Vacant Houses',
lunched to provide long-term rent houses for the disadvantaged
group by leveraging lands with vacant houses purchased by public
sector. With the initiative, HF expanded the subject scope for
guarantee provision and helped more housing builders benefit from
financial support.

In the rapid changing housing finance market, HF proactively
pursued product improvement and worked to promote housing
stability of people by providing the total USD 3.9 billion of
guarantees for home builders.

Breakdown of Housing Finance Credit Guarantee
Users in 2020

Home sized 85m’ or below 94 7%

Credit
Guarantees  Annual income of USD 27,000 or less 47 ] %
for e
Individuals
CSS rating of 6 or below 24 5
¢ - J%
Credit . )
BIEITRTNEES Small-and medium-sized 9 9 5
. construction companies . %

revenues from fund operation. In 2020, the Fund raised a total of
USD 5.3 hillion. For mare than a decade since 2008, it has been
financially independent from the government.

Funding Sources of Housing Finance Credit Guarantee Fund

(Unit : USD million)
Category ‘ 2011 ‘ 2012 ‘ 2013 ‘ 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019 ‘ 2020

Government Contributions
Contributions from Financial Institutions 440 513 557 583 642 559 521 658 719 700
Guarantee Fee Revenues 83 94 106 101 102 122 105 109 124 134
Recoveries on Indemnities 158 121 166 153 179 173 128 107 110 134
Fund Operating Revenues 80 98 95 89 73 65 86 62 106 125
Others™® 618 1,128 1,433 2,109 1429 2029 3424 2495 3799 4225
Amount of Funding Raised 1,380 1,955 2358 3035 2426 322 4263 3430 4858 5325

* Collection of surplus fund, etc.



34

Regarding contributions from financial institutions, HF extends
preferential rates to financial institutions that have exceeded their
goal or shown better year-on-year performance in the provision
of fixed-rate and amortized loans. This encourages them to join in
the effort for qualitative structural improvement in household debt,
thus increasing stability in the home financing market.

As for guarantee fee revenues, HF has made efforts to provide
credit guarantees to wider group of financially vulnerable people.

Base Capital and Operating Multiplier

As of the end of 2020, the base capital of the Fund decreased to
USD 7.2 billion, down 3.1% from the previous year, due to financial
support(USD 455 million) for Covid-19 response. The financial
soundness of credit guarantee operations is measured by the
operating multiplier, which is computed by dividing the balance
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More specifically, it has increased the discount rate on Jeonse
guarantee fees for low income and non-homeowners from 0.1% to
0.2%. In addition, HF revamped guarantee fees structure to provide
targeted support for low-to-moderate income households. For
example, on the Special Jeonse Guarantee with partial installment
payment, launched in 2020, HF applied the record lowest guarantee
fee rate of 0.05%.

of guaranteed loans outstanding by the value of the Fund's assets
(its net base capital). As of the end of 2020, the Fund's operating
multiplier stood at 13.3 times, a stable level given that the

statutory operating multiplier is 30 times.

Operating Multipliers by Year

(Unit : USD billion, times)

Category ‘ 2011 ‘ 2012 ‘ 2013 ‘ 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019 ‘ 2020
Base Capital (A) 25 29 35 41 46 5.2 5.6 6.5 7.4 7.2
IBRD Loans (B) 0.03 0.01
Guarantee Fund (C=A+B) 25 29 35 41 46 5.2 5.6 6.5 7.4 7.2
Guarantee Balance (D) 259 35.2 36.7 394 494 60.9 65.1 705 81.7 96.0*
Operating Multiplier(E=D/C) 10.2 12.0 10.6 9.7 10.6 11.8 1.7 10.9 11.0 13.3

* Excluding overlapping guarantees for Jeonse and deposit return.

Default Risk Management

In addition to its efforts to strengthen guarantee support for
financially disadvantaged groups and other low-to-moderate
income people who want purchase a house for residential
purpose, the Fund also focuses on keeping the rate of defaulted
guaranteed loans at a moderate level in comparison to the national
delinquency rate of mortgage loans, except for those offered by
commercial banks, thus laying a solid foundation for the stable

supply of guarantees.

To lessen its exposure to a potential default event, the Fund has
made continued efforts on various fronts. One such effort was
its introduction of a loan fraud prevention system in 2013. It then
added a semi-annual risk analysis to the system in the second half
of 2017, allowing for preemptive fraud risk management. At the
same time, it has also worked to strengthen its capacity to prevent
loan fraud by adopting in-depth screening and assessment of
potentially fraudulent and high-risk applicants.

As part of its efforts to enhance its fraud prevention capacity, HF
has bolstered its existing multi-phase fraud prevention system by
adding further preventative procedures against any application
information that triggers suspicion, thereby minimizing potential
losses. Furthermore, HF has established a continuous monitoring
system to assess the delinquency risk of applicants subject to in-
depth examination, the price of their leased house, and the level of
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the amount of any senior debt secured by the house, allowing for
the early detection of potential defaults.

Thanks to all of these measures, the Fund has seen a steady
decline in its rate of default on guaranteed loans and the
percentage of defaulted guarantee balance expected to be drawn
and outstanding at default. As of the end of 2020, these two
figures reached their record lows of 0.4% and 0.2%, respectively.

Net Default Increases and Guarantee Balances Outstanding at Default

(Unit : USD billion, %)

Category ‘ 2011 ‘ 2012 ‘ 2013 ‘ 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019 ‘ 2020
Guarantee Balance (A) 25.9 352 36.7 39.4 49.4 60.9 65.1 70.5 81.7 96.0
Default Amount (B) 0.3 0.6 0.7 0.4 0.3 0.3 0.3 0.3 0.4 0.3
Default Remedied (C) 0.2 0.3 0.3 0.1 0.2 0.2 0.1 0.1 0.2 0.1
Amount Outstanding at Default (D) 0.3 0.4 0.4 0.3 02 0.1 0.1 0.2 02 0.2
Default Rate (E=B/A) 1.2 16 18 1.0 0.7 05 04 0.5 04 04

Percentage of Guarantee Balance to

Be Outstanding at Default (F=D/A) 12 13

1.1

0.8 0.5 0.2 0.2 0.2 03 0.2

Management of Indemnity Rights

As for defaults on loans guaranteed by the Fund, HF maintains
tight control of indemnity claims incurred as a result by thoroughly
reviewing the claims made by mortgage lenders.

In 2020, HF expanded the scope of eligibility for debt settlement
to help low-to-moderate income households and vulnerable
groups get back on their feet, and extended the period for support
campaign. Specifically, HF alleviated the terms for debt settlement,
introduced Fast-Track, and enhanced fair debt collection, thereby

actively supporting debt settlement and helping those in bind to
overcome the financial difficulties.

To identify cases of recoverable indemnity, it has examined a wider
range of public records, including tax records kept by the National
Tax Service. In addition, HF stepped up the efforts to recover
indemnity rights through debt preservation and forfeit of deposits.
For soundness of the fund, HF introduced a productivity index for
debt obligation fulfillment and induced prompt repayment.

Debt Settlements by Year
(Unit : cases, persons)

Recovery of Indemnity Rights by Year
(Unit : USD million, %)

Category | 2016 | 2017 | 2018 | 2019 | 2020 Category | 2016 2017 2018 | 2013 | 2020
Debt Settlement Cases (a) 5,107 5714 5556 4,837 3,921 Balance of Indemnity Rights (a) ~ 2,910 2,875 2,783 2,493 2,205
Amount Subrogated (b) 272 195 170 162 226

Debtors under Debt 105,615 94,397 70729 48,186 35,354 —
Settlement Proceedings (b) Indemnity Rights Recovered (c) 173 128 107 110 134
Debt Settlement Ratio (a/b) 48 6.1 79 100 111 Recovery Rate {c/(a+b)} 55 42 36 41 55




Program Overview and Key Details

The Korean Home Pension is an HF-guaranteed reverse mortgage
program under which senior citizens put up their home as collateral
and receive monthly payments, ensuring both life-long housing and
financial stability. Following the amendment of the Korea Housing
Finance Corporation Act in January 2007, HF set up a reverse
mortgage guarantee account within the Housing Finance Credit
Guarantee Fund, which became the legal and financial grounds for
the Korean Home Pension program launched in July of that year.
This reverse mortgage program is available to seniors (or their
spouse) aged 55 years or older with a total declared house value
of USD 818,000 or less. The program is also open to senior
households owning two homes with a combined declared value
of over USD 818,000 under the condition that they sell their non-
residing house within three years. Under the program, Korean
Home Pension subscribers and their spouses are guaranteed life-
long residence in their homes and monthly payments from HF in
return for providing their home as collateral.

The Korean Home Pension program comes with a floating rate.
Korean Home Pension subscribers may choose between the 91-
day CD rate plus a 1.1%p spread or the Cost of Funds Index
(COFIX) rate plus a 0.85%p spread (based on the initial value)
at the time they join the program. Both interest rate options are
lower than market mortgage rates. Borrowers also enjoy a range
of tax benefits: exemption from the special rural development tax
and the obligation to buy national housing bonds at the time of
subscription, a 25% discount on property tax and a 75% discount
on registration tax and the local education tax, and a tax deduction
for interest payments.

The Korean Home Pension program has two distinguishing
features. First, it enables seniors or their spouse to receive a
steady stream of monthly payments while remaining in their home
during their retirement years. Second, it gives them the option of
drawing a portion of the loan within certain limits at any time to
pay for medical or other unexpected expenses.

Under the program, senior homeowners have various payment
options: the tenure type, the modified tenure type, and the term
type. The tenure type allows them to receive fixed monthly
payments without a cash withdrawal option for the rest of their
life. The modified tenure type offers a combination of monthly
payments and a line of credit. This type enables them to set aside

a certain amount (up to 50% of the loan) for withdrawals at any
time and receive a flow of monthly payments from the outstanding
loan amount. Lastly, the term type offers monthly payments for a
specified period of time (10 to 30 years on a five-year basis).

In addition, HF unveiled the Three NaeJibYeonKeum Loans in 2016,
adding three more reverse mortgage loan options to its product
portfolio. One of the options is the loan repayment type, under
which homeowners can subscribe to the Korean Home Pension
program and take out up to 90% of their loan amount to pay off
their existing senior mortgage loan. The second option is the
preferential payment type, offering preferential terms on monthly
payments (up to 20% of more monthly payment) exclusively for
low-income, low-asset senior married couples with a spouse on
the Basic Livelihood Security System and a single home valued at
USD 136,000 or less.

Korean Home Pension subscribers may receive monthly payments
in a straight line or high-low payment basis. Korean Home Pension
subscribers with the straight line option receive equal monthly
payments for life, while those with the high-low payment option
receive higher monthly payments than those under the straight line
option for the first 10 years and approximately 70% of the initial
amount from the 11th year onwards. The high-low payment option
is available to those on the tenure type or the modified tenure type.
Other payment types offer the straight line payment only.




Eligibility Requirements

m Seniors (or their spouse) aged 55 years or older

Senior households with either a single home or
two or mare homes with a combined declared
value of USD 818,000 or less

(Those with two homes of which combined
declared value exceeds USD 818,000 only under
the condition of the disposal of the non-residing
home)

Eligible Home or senior welfare housing with a declared
Property value of USD 818,000 or less
Advantages of the Korean Home Pension

: : Both borrowers and their spouse guaranteed
amnfilmglgﬁsg:ncvems with lifetime residence in their homes and
g Faym lifetime monthly payment of annuities.
Public Guarantee A_goverrjment_—guaranteed program with no
risk of discontinuance of monthly payments

Floating rates applied (3-month CD interest
Low Interest Rate rate + 1.1%p or COFIX interest rate + 0.85%p);
lower rates than market mortgage rates

Low initial cost with the exemption of
Lower Initial Cost the special rural development tax and the
obligation to purchase national housing bonds

» A 75% discount on the registration tax and
the local education tax (available only to
single-home households, as prescribed by
the Enforcement Decree of the Restriction
of Special Local Taxation Act, with a home
of declared value at USD 455,000 or less;
otherwise, a 75% discount on USD 3,600 of
the registration tax)

Number of
Homes Owned

Tax Benefits « A 25% discount on the property tax
(available only to single-home households,
as prescribed by the Enforcement Decree
of the Restriction of Special Local Taxation
Act; otherwise, a 25% discount on USD
455,000 of the home value for those with a
home worth over USD 455,000)

« A tax deduction for up to USD 1,800 in
annual interest payments
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Product Design

The Korean Home Pension program entails three major risk factors.
The first risk factor is volatility in house prices, more specifically,
a lower-than-expected increase in house prices. The second is
volatility in interest rates, which can be a problem if lending
rates are higher than expected. The last is a longevity risk where
borrowers live longer than HF anticipates.

HF underwrites all these risks from financial institutions through
public guarantees. To be more specific, it has gone beyond merely
underwriting them by designing its reverse mortgage model
based on reasonable assumptions. Built under the Principle of
Equivalence, which ensures expected revenues to match expected
expenditures, this model calculates optimal monthly payouts that
can balance expected income with expected expenditures, helping
HF manage these risk factors.

Longevity

Table

 Guarantee Fees

Reverse
Mortgage Other

Interest Variables
Rate —

Net Present Net Present

Equal

Value of e Earnings and e Value of

Expected
Revenues

Expected

Expenditures Expenditures

S

Monthly
Payment

The Supply of the Korean Home Pension

In line with full-blown retirement of baby boomer generation and
rapid aging of the society, HF pushed forward for improvement of
the pension programs tailored to seniors and roll-out of strategic
marketing plans. Thanks to these efforts, HF has supplied over
10,000 reverse mortgage loans each year over the past five-year
period. Notably, despite challenges presented by Covid-19, the
number of Korean Home Pension subscribers totaled 10,172 and
the amount of guarantees supplied recorded USD 10.1 billion
in 2020. An increase in the cumulative number of Korean Home
Pension subscribers drove its payout amount up 10.3% year-on-
year to USD 1.1 billion. Since its launch in July 2007, the Korean
Home Pension program has provided a total of 81,206 senior
homeowners with USD 5.7 billion in payouts as well as USD 81.8
billion in guarantees.

Trends in Guarantee Supply for the

Korean Home Pension by Year (Unit : USD 10 million)
1,030
979 972 1.003
I I | I [
2016 2017 2018 2019 2020

According to a breakdown of its reverse mortgage supply by
payment type in 2020, the number of tenure-type Korean Home
Pension reverse mortgages stood at 5,940 accounting for 58.4%,
of its total reverse mortgage supply; 2,190 modified tenure-type
Korean Home Pension reverse mortgages, accounting for 21.5%,
. and 122 term-type Korean Home Pension reverse mortgages,
accounting for 1.2%. Of its NaeJibYeonKeum reverse mortgage
supply, 531 loan repayment-type reverse mortgages, 1,084
preferential payment-type reverse mortgages, and 305 preferential
combination-type reverse mortgages were offered. These
mortgages made up 5.2%, 10.7%, and 3.0%, respectively, of the
year's total reverse mortgage supply.
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Korean Home Pension Supply by Payment Type in 2020

(Unit: No.)

mm Tenure Type == Modified Tenure Type Term Type Loan Repayment Type

Preferential Payment Type  mmm Preferential Combination Type

According to statistical data on Korean Home Pension subscribers
since its launch, their average home value at the time of
subscription amounts to USD 279,000. It is also found that they
subscribed to the reverse mortgage program at the average age of
72.2 and have received an average amount of USD 940 in monthly
payments. By housing type, apartment units account for 83.0%
of the total homes put up as collateral. By region, Korean Home
Pension subscription in the Seoul metropolitan area accounted for
67.9% of the total Korean Home Pension subscriptions, with the
remaining 32.1% of the total Korean Home Pension subscriptions
coming from regions outside Seoul, 0.7%p year-on-year increase.

Characteristics of Korean Home Pension
Subscribers in 2020

User Information Age 72.2 years old
Monthly Payment USD 940

House Type Apartments 83.0%
House Area 85m or smaller 80.3%
Collateral
Information House Value USD 279,000
Region Seoul metropolitan area 67.9%

other regions 32.1%
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2020 Accomplishments

In response to rising concerns over elderly people living in poverty,
HF has made continuous improvements to its system in order to
meet the specific needs of elderly people and, thereby, bolster
support for vulnerable older adults and eliminate gaps in public
financing.

HF has revised the Korea Housing Finance Corporation Act to
alleviate eligible house price criteria from market price of USD
818,000 to declared value of USD 818,000 ; the scope of eligible
houses was expanded to include residential studio flats; and the
age eligibility threshold was also lowered from 60 to 55. These
improvements added approx. 1.35 million households into the
pension program, securing a stable income source for them with
home pensions.

In the meantime, HF expanded home pension subscription channels
to make it ubiquitous for the elderly from who have difficulties in
movement and otherwise will be left unserved due to restrictions
for disinfection against Covid-19, residence in remote areas or
physical ailment.

As parts of these efforts, HF signed MOU with BNK(Busan
Kyongnam Bank) and operate dedicated home pension counters at
their branches, offering counselling and subscription services for
home pension. At the same time, HF set up the online application
system on the HF website and HF mobile application, enabling non-
contact application and subscription to the home pension, thereby
greatly enhancing the accessibility for the financially vulnerable
elderly.

Furthermore, HF signed MOU with the Seoul Metropolitan
Government and the Seoul Housing and Communities Corporation
to phase out "Home Pension Sublease Public Rent Program(Sedae
luem Asset-Sharing DeoDream Home)', with houses under home
pension system. With these improvement, HF could implement
effective housing policies that encompass needs of generations,
allowing home pensioners to leverage their houses for additional
rent income, while providing affordable residential stability for
youth and newlyweds, at price lower than market rate.
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Base Capital

The base capital of the Korean Home Pension reverse mortgage
account is funded by contributions from the government and
financial institutions. The aggregate amount of the base capital
and retained earnings (or deficit) is used as the account’s base
capital. In 2020, its net base capital reached USD 0.4 billion, up by
57% from the previous year, while its operating multiplier stood
at 11.6 times, a stable level given that the statutory operating
multiplier is 30 times.

The Base Capital of the Korean Home Pension
(Unit : USD million, times)

Category ‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019 ‘ 2020

Base Capital (A) 27 32 37 58 117

Retained Earnings
(Deficit) (B)

Net Base Capital
(C=A+B)

115 131 173 205 294

142 162 210 263 41

Guarantee Balance (D) 1869 2452 3,117 3946 4771

Operating Multiplier

131 151 148 150 116
(D/C)
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Home Pension Guarantee Management

Post-subscription Management

For stable management of the Home Pension system, HF has
established post subscription management process, where the
mortality of the warrantee and actual residence in the mortgaged
house, etc. are regularly monitored on a regular basis, and payment
is suspended if found disqualified.

Other than information provided by banks and families of
subscribers, HF collects various information from government
agencies, such as information on subscribers suspected
of mortality, real-estate registration changes, and resident
registration data. If grounds for suspension are found, HF suspends
the provision of the monthly payment.

Upon the suspension of the payment, HF immediately notifies
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Management of Indemnity Rights

After making payment by subrogation on the home pension loans
for the lender, auction for the collateral house is initiated. The
shortfall after the auction is shouldered by HF and is not claimed
against the heirs.

In 2020, HF wrote off the unrecovered debt for the first time
after completion of auction, and improved the fund soundness.
In addition, HF removed unnecessary regulations by confining
the penalty registration period for debtors to only when there is
redeemable amount left after auction.

Moreover, HF amended bylaws to stipulate the obligatio naturalis
of which extinctive prescription is completed would not be subject
to collection measures, thereby enhancing protection of debtors’

the lender(bank) and subscribers thereof and when the grounds rights.
for suspension are not resolved within certain period, HF notifies
the lender to make a request to HF for performing of guarantee
obligation. These measures ensure prompt implementation of the
process.
Performance of Guarantee Obligation by Year
(Unit : No, USD million)
Category ‘ 2016 ‘ ‘ 2018 ‘ 2019 ‘ 2020
Number of PerfoArmalnce of Guarantee 2 2 20 79 109
Obligations
Amount of fulfilled Guarantee Obligations 4.1 29 7.3 8.0 12.4
Recovery of Indemnity Rights by Year
(Unit : USD million, %)
Category ‘ 2016 ‘ ‘ 2018 ‘ 2019 ‘ 2020
Balance of Indemnity Rights (a) 2.1 40 34 6.5 7.4
Amount Subrogated (b) 41 29 7.3 8.0 12.4
Indemnity Rights Recovered (c) 2.2 3.7 4.4 76 8.3
Recovery Rate {c/(a+h)} 36.5 54.1 413 52.7 418
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Sustainable Growth

Establishment of a Paradigm for Sustainable Growth

Fully recognizing the long-term value and significance of sustainable management,
HF has set a new strategic goal of securing an engine of sustainable growth for the SWLCo,

This is our Communication on Progress
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3 ‘ 3] in implementing the principles of the
By United Nations Global Compact and
supporting broader UN goals.

future, embedding sustainability into its business operations. As part of its efforts
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to implement this goal in the context of open innovation, HF has carried out a range
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of sustainable activities, including improving and supporting access to the financial

services (ex: New Relief Conversion). In addition, drawing on its financial know-
L . . . . . United Nations Global Compact (UNGC)

how and expertise, it has provided financial education programs customized to the

needs of different age groups: the JaeMitJiYe lecture for college students and the

Retirement Financing Talk Concert for the elderly. HF is committed to fostering its

sustainable growth engine by continuing to strive to improve the residential welfare

of the public.

UNGC Participation in Pursuit of Sustainable Growth

In October 2008, HF joined the United Nations Global Compact (UNGC), a UN pact to
encourage companies worldwide to adopt the Sustainable Development Goals (SDGs)
and align their corporate strategy with its ten principles for human rights, labor,
environment, and anti-corruption. As a signatory to the global initiative, HF submits
a Communication on Progress (COP) to the UNGC each year, reporting its progress in
implementing the principles as well as its plans going forward.

Ethical Management HF Integrity Leader Workshop
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Under the belief that ethical management is instrumental to corporate sustainability,
HF has made continuous efforts to create an ethical culture, providing ethics training
for employees, integrating ethics into its private-sector partnerships, and enhancing
its existing systems for the promotion of anti-corruption and integrity.
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Establishment of Policies for Ethical Management
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HF has established the Code of Ethics, which outlines the fundamental principles

and rules that its employees must adhere to in their behavior and decisions. For more
practical guidance at the workplace, it has set out the Standards of Conduct, a set of
detailed standards that guide employees towards ethical management.

In addition, HF has timely embraced ethical management guidelines issued by
government ministries and agencies, including the Ministry of Economy and Finance

(MOEF) and the Anti-Corruption and Civil Rights Commission (ACRC). In 2020, it HF Integrity Catcher Workshop

HF 237easgy )

adapted the MOEF Guideline for the Eradication of Gapjil (abuse
of power) in the Public Sector for application to its practices
and disseminated it to all departments at its head office and
branches. It also carries out the Corruption Impact Assessment,
first introduced by the ACRC, at the time of revising its bylaws,
identifying potential corruption risks and recommending mitigation
measures. Moreover, it has realigned the Standards of Conduct and
other internal regulations with the latest statutory recommendations
(made on improvements to the operational systems of public
organizations as the Improper Solicitation and Graft Act came into
force).

HF operates various internal bodies devoted to ethical manage
ment. They range from the Ethical Management Consultative
Group, which is the highest deliberative body chaired by the CEQ
in order to spread the management’s strong message for ethical
management, to the Ethical Management Ombudsman, the HF
Integrity Leader, the Integrity Advisory Committee.

Ethical Management Training and
Collaboration with the Private Sector

In a bid to cultivate ethical values in the workplace, HF has
continued to strengthen its employee training programs, providing
them with educational courses on general ethics principles and
the Corruption Impact Assessment and keeping them up to date
with the latest ethical issues that have arisen with respect to the
recently enforced Improper Solicitation and Graft Act, other anti-
corruption laws, and the recently revised Code of Conduct for
Public Officials. It also offers different training courses customized
to different stages in the life cycle of a public career, such as Anti-
Corruption Expert Training for ethical management officers, Anti-
Corruption Training for personnel working in corruption-prone
areas, the HF Integrity Leader Workshop and HF Integrity Pitcher &
Catcher Workshop for its departments and branches, and diverse
leadership courses for new hires and different ranks.

To raise employees’ awareness on, and generate their interest
and participation in, integrity and anti-corruption initiatives, HF
initiated events such as ‘Reverse Mentoring” and ‘Integrity Golden
Bell Quiz'. It also publishes ‘Cheongbaji’, a periodic newsletter on
integrity, seeking out and spreading good anti-corruption practices
within its organization. In addition, HF runs the Integrity Mileage
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Program and uses the Key Performance Indicators for Ethical
Management, offering greater incentives to employees with
innovative ideas to fight corruption.

In the meantime, after joining in ‘Busan Public-Private Network for
Transparent Society’ and ‘Public-Private Committee for Society of
Integrity” as an operation member, HF shared its knowledge and
experiences in anti-corruption and integrity policies with 48 public
institutions and 87 civic groups in Busan, thereby contributing to

governmental anti-corruption efforts.

Anti-Corruption and Integrity-Building Efforts

HF strives to prevent corruption in its business operations. In
particular, it has designed its hiring process so as to eliminate
the risk of fraud in the first place. This starts with its recruitment
notice, which makes it clear that new recruits with any fraudulent
activity or representation may be subject to termination of
employment. In the following document screening process, HF
applicants are evaluated by multiple assessors. It also requires
all interviewers to submit a covenant of integrity and gives all
applicants a blind ID, ensuring a fair and unbiased interview
process. For these efforts, HF was recognized as the institution
with the best fair and blind hiring practices for two years in a row
and awarded with the Ministry of Education in 2020.

In addition, HF is committed to advancing integrity with its
external stakeholder. In order to further spread a culture of
fairness outside its organization, it has established a dedicated
task force team to detect and improve any unfair practices with
its business partners and customers. Furthermore, it has set up
a win-win model for HF and its business partners and selected
8 initiatives to resolve unfairness in people’s lives, including
introduction of Guarantees for Jeonse Deposits to protect low-
income tenants.

For greater transparency in its management, it discloses business
facilitation expenses by the CEO and other senior management
and its new contracts on its webpage. This information disclosure
also covers its internal audit results and meeting minutes as well
as key programs to be executed at the department level according
to the advance information disclosure system.
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Human Rights Management

In 2020, HF enhanced a system for human rights management, identified possible human rights risk and
promoted a culture of respect for human rights.

First, by revising the ‘Human Rights Management Code’, HF clearly defined what constitutes human rights
violation and stipulated that ‘Remedial measures & prevention of human rights violation” shall be deliberated by
Human Rights Management Committee. In addition, HF incorporated the Human Rights Violation Deliberation
Committee, which had been operated as a separate special committee, into the Human Rights Management
Committee, thereby improving the efficiency of their management. Furthermore, reflecting feedback from the
Committee, HF clearly stated gender equality in Human Rights Management Code and added child rearing as an
essential element to work and life balance.

In the meantime, HF conducted human rights effect evaluation with an aim to identify human rights risks
inherent in the operation of the corporation and its main businesses. Notably in 2020, monitoring was performed
to review improvement compared with the evaluation results of the previous year and evaluation scope was
expanded to include its main products(public mortgages, credit guarantees, and the Korean Home Pension).

HF also provided human right education for its executives and staff, using video clips posted by the education
center of National Human Rights Commission of Korea, promoting the corporate culture that values human
rights and helping all employees to better understand human rights management.

Internal Controls

Under the vision of an open audit based upon trust and communication, HF has built a systemized internal
control system to disseminate social values and drive sustainable management.

Its internal audit structure consists of the standing Auditor and his/her office, the Auditing Office. Their
operations, budget, and performance evaluation are separate from the executive body, thus ensuring their
independence. The Auditor attends meetings of the Board of Directors and Management Council to express
opinions about internal controls. The Audit Office audits and oversees the activities of the executive group,
providing a system of checks and balances.

The four basic principles of audits at HF are ‘system audit’ to improve management practices through a
comprehensive inspection and evaluation of the entire management system, ‘open audit’ to share audit
procedures and outcomes, ‘preventative audit’ to enhance the effectiveness of audits by focusing on prevention
and deterrence rather than detection, and ‘integrity and ethics audit” centered on workplace integrity and
corporate ethics. In addition, HF has adopted a public interest exemption system, motivating its employees to
perform their services in the public interest and, thereby, advancing public value.

Depending on their scope and methodology, there are different types of audits, including integrated audits,
specific audits, cyber audits, preemptive audits, and branch and department audits. The scope of all audits, in
principle, covers the entire organizational structure and operations with a particular focus on higher-risk areas.
With these audits, HF aims to encourage proactive public administration, thus preventing rigid, unresponsive
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public services. Given the specific nature of its business environment, HF has enhanced the
diversity and expertise of its audit techniques to minimize audit blind spots.

At the same time, HF has internal controls especially designed to effectively address risks
inherent in its business activities. According to these internal controls, it classifies financial
and non-financial risk factors by their frequency and effects and develops countermeasures
appropriate to their level of severity. Such risk factors are managed at three levels: first at
each department and branch, then at the Internal Control Department, and finally at the
Auditing Office. This three-tier system ensures no gaps in risk management.

In addition, HF has exerted its best efforts to better diagnose and improve the functions of its
internal controls and strengthen the Auditor’s capacity. For instance, it has included inside and
outside experts in its audit feedback system, enabling them to share their insights on audit
quality, procedures, and findings. To support its internal audit personnel to maintain their
professional skills and ethics, HF provides them with job-rank specified training and assesses
their ethical standing and conduct on a regular basis.

Risk Management

For stability and sustainable growth in its business, HF strives to maintain an adequate level
of risk management. It has an independent and specialized risk management framework in
place, ensuring the preemptive and effective management of diverse risks.

Basic Principles of Risk Management

HF has organized its risk management unit separate from its business units, allowing it to
act as a proper system of checks and balances. To prevent excessive risk concentration in
any one business unit, it allocates risk management resources across its business units
in consideration of their revenue-generating capacity and their financial and business
environments. This decentralized approach helps HF maintain risks at an acceptable level
throughout the entire organization. In addition, it monitors risk factors from the stage of new
product planning, strengthening its preventative risk management and developing concrete
contingency plans against unexpected risks.

Risk Management Organization

As HF's top decision-making organization for risk management, the Risk Management
Committee is the subcommittee of the Board of Directors that is responsible for overseeing
corporate-wide risk management affairs. Chaired by a non-executive director and composed
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of a majority of non-executive members to ensure its independence and transparency, the
committee draws up basic risk management policies and strategies and determines the total
amount of risk-adjusted capital and other exposure limits by risk type. To assist the work
of the committee, HF operates the Risk Management Council. This council deliberates and
makes decisions on individual exposure limits to each risk factor and key risks associated
with its business operations, including securitization, housing finance credit guarantees, and
korean home pension guarantees. It also has the Risk Management Working Group in place
for working-level consultations on detailed and practical matters.

Risk Management by Risk Type
HF manages credit risk, market risk, liquidity risk, interest rate risk, and operational risk
related to securitization, housing finance credit guarantees, and korean home pension

guarantees.

Credit Risk

Credit risk is the risk of loss resulting from a borrower’s failure to meet a contractual debt or
a deterioration in the borrower's credit rating. To address credit risk, HF has set up a credit
assessment process in each business group. It also allocates its aggregate exposure limits
across business groups and measures their actual level of exposure regularly to ensure their
compliance with the given limits. This helps HF keep its credit risk at an appropriate level.
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Credit Risk

Credit Scoring System
Mortgage Scoring System
Behavior Scoring System

Corporate-Wide Risk Management System

Operate a risk consultative Risk Management Committee
P body & Monitor the amount Risk Management Council R
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e Housing Finance Credit Korean Home Pension
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Guarantee Guarantee
....... .D q.
Credit Market Liquidity Interest Home Pension Operation
b Risk Risk Risk Rate Risk Biz. Risk Risk
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HF has also built a credit risk measurement system to control risks associated with its loan and
credit guarantee services. In addition, HF has enhanced the soundness of its loans and guarantees
by improving the validity and fairness of the credit scoring system (CSS) and mortgage scoring
system (MSS) through periodic reconstructions of their scoring models, quantifying the eligibility
criteria for credit guarantees for home builders, applying more strict PF guarantee criteria, and
conducting post-origination monitoring with its own behavior scoring system (BSS).

Market Risk

Market risk is the risk of loss stemming from unexpected fluctuations in the market, including
changes in interest rates, stock prices, and foreign exchange rates. In order to manage these
market risks in an effective and timely manner, HF allocates market risk limits across business
groups and constantly monitors compliance with such exposure limits and utilization rates through
its market risk management system.

Interest Rate Risk

Interest rate risk refers to the risk of a decline in net interest income and net asset value due
to increased uncertainty regarding the cash flows of assets and liabilities sensitive to interest
rate movements as a result of volatility in market rates. HF manages this risk by allocating an
appropriate amount of exposure limits to interest rate risk and then monitoring compliance with
the limits through the asset liability management technique (ALM) and also constantly measuring
duration gaps and break-even interest rates.

Liquidity Risk

Liquidity risk is the risk of loss resulting from the inability to meet payment obligations due to
a mismatch of maturities in financing and fund management and unexpected cash outflows
and also from raising additional funds or selling liquid assets on unfavorable terms to address
liquidity shortfalls. HF monitors and reports on liquidity indicators, such as guarantee payments,
liquidity ratios, and liquidity gaps, by embedding a fund management and analysis function in its
structuring model (STM) and risk management system, thus managing liquidity risk preemptively.

Home Pension Business Risk

Home Pension business risk refers to the risk of losses due to changes in the factors(house price
increase rate, interest rate, etc.) that affect the Home Pension guarantee products. To manage the
risk, economic value of the home pension business is estimated and managed based on the Home
Pension Business Risk Estimation Model.

Operational Risk

Operational risk is the risk of loss arising from an improper or incorrect internal procedure, errors
by personnel and systems, or external incidents. HF keeps this risk to minimal levels by setting a
Key Risk Index and having each department conduct monitoring on a regular basis.
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CSR Activities

Under the aim of fulfilling its corporate social responsibility (CSR) and creating sustainable
value, HF has engaged in various social outreach activities led by the Bogeumjari Volunteer
Corps, its employee volunteer group led by the CEO and the labor union president. In
particular, in 2020, HF has developed not only volunteer programs relating to its main
businesses, such as housing welfare and senior welfare promation programs, but also new
programs to address social issues, including job creation, social economy, environmental
protection, and safety.

These efforts led to external recognition for its social contribution in 2020, earning the
Minister of Health and Welfare Award for Protecting Vulnerable Elderly and a grand award at
the Korea Social Contribution, as well as citation from the Busan Metropolitan Government as
an exemplary case for Busan Innovation City.

Housing Welfare Projects

As a housing finance institution, HF carries out various CSR projects related to its main
businesses. Of these, the most representative one is the HF Dream House Project, a home
renovation and repair program for socially vulnerable groups and HF Youth House to alleviate
housing cost burden for disadvantaged youth.

The HF Dream House Project, initiated in 2012, improved housing conditions for the record
highest 220 households in 2020, renovating flooring, paintings, lights and safety facilities. The
project so far bettered the lives of 1,210 households in total. In particular, this year the project
tapped into works of hiring 140 craftsmen apprentices, providing them with field training
opportunities.

In addition, by supporting the establishment of ‘Happiness Dream Center’, facilities
which provide residence for unwed parents and their children, HF carried out its social
responsibilities in enhancing housing welfare of the socio-economically disadvantaged.

At the same time, HF provides support for youth in Busan who have to leave child welfare
institutions, in their paying monthly rent and utility bills. It also renovated residence building
of Busan Protection Child Self-Sufficiency Policy Center, so that youth in the communities can
live without worries on the residence and grow to be adults who fulfill their reasonabilities of
the society.

Senior Welfare Projects

Facing aged society, HF has been actively pushed forward CSR programs for senior welfare.
Notably, by expanding economic and emoational support for the elderly living alone or in poor
conditions, HF worked hard to make their livelihood safer and more satisfying.

In collaboration with the Busan Metropolitan Government and Busan Metropolitan Police
Agency, HF initiated ‘Senior Community Guard Program, hiring 247 seniors aged 60 and older
and had them perform repair and maintenance work of facilities that can be damaged in
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natural disasters and crime prevention activities. The program created quality senior jobs and
repaired 60 houses of disadvantaged groups, thereby contributing to making the communities
safer for seniors.

Furthermore, HF initiated ‘HF Happiness Care Service' program, under which healthy elderly
takes care of other seniors living at the margins of the society. The program hired 108 seniors
as care workers to provide emotional support and practical helps to the elderly living alone,
thereby building more reliable social safety net.

Other HF senior support programs to support the elderly for stable livelihood in advance
years include "HF Cool Wind Sharing,” which handed out 552 fans and coolers to the elderly
who have to wether hot summer alone, and "HF Sharing Flower of Love’, which helped both
struggling flower farms and the elderly living alone.

Community Welfare Program

Since relocating its headquarters to Busan in 2014, HF has provided various community
development programs tailored to the region in order to contribute to the region's economic
development as a socially responsible community member.

Reflecting voices from the field that narrow alleys in the living areas of the disadvantaged
groups made it hard to provide visit-support for them, HF provided 17 eco-friendly, compact
size of electric cars to 16 social welfare centers in Busan.

In addition, HF executives and employees voluntarily donated parts of their salaries to help
Covid-19 response of the local communities, supporting disinfection for 165 disadvantaged
households, vehicle provisions for welfare centers in flood-stricken areas, purchase of local
produce, and giving donations to charities.

HF introduced ‘HF Scholarship for Disadvantaged Students’, offering scholarships and school
supplies to local talents from low-income households. HF also contributes to promoting
sharing culture in the local society by running ‘Angel of Hope Project” and 'HF College
Students Volunteer Group’, which encourage HF employees to donate their skills and talents
and take part in various volunteer activities

In collaboration with Busan Metropolitan Corporation, HF built "HF Bogeumjari Flower Garden’
on the idle field behind BIFC building. Many Busan citizens, worn by Covid-19, could walk in
the garden and enjoy the autumn in full. The garden was also broadcasted by a number of
local media, as an exemplary case of public institutions working for mutual prosperity with
the local communities.
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Information Systems

As the ICT-driven Fourth Industrial Revolution continues to usher in a new era of digital transformation,
HF has actively responded to the rise of digitization by developing innovative financial services.

Data-based Administrative System

In wake of enactment of 3 Data Acts, HF has been gearing up to provide its own data-driven
administrative services. In particular, for date-driven innovative growth, HF devised the Master Strategy
for 4 Data areas, namely in housing finance, public, individual and data platform, and has driven
systematic data operation and management.

New Technology-based Next Generation Information System

HF has embarked on the overhaul of the corporate information system by building next-generation
information system in order to respond to ICT changes, namely ABCD(AI, Blockchain, Cloud, bigData),
and enhance work efficiency along with better user satisfaction. By enabling non-contact, paperless
work process, the new ICT environment will serve its purposes, making the housing finance service more
convenient and easier to use and process both for consumers and HF employees.

Fast, Precise, and Safe Housing Finance Information Service

In 2020, HF launched 74 information projects, including; development of comprehensive housing finance
portal application, building of RPA(Robotic Process Automation) for asset management, development of
electronic bidding system for MBS and MBB, and introduction of next-generation personal information
access management solution. These efforts for innovative housing finance information system and
provision of new ICT services have increased customers’ satisfaction and improved work process of HF.

Certified for Excellence in Information Protection

HF has stayed at the top in terms of information protection, as shown from the fact that HF was placed
first in the ‘Information Security Management Assessment’ by National Intelligent Service(NIS), for four
consecutive years. It was also recognised for its excellent response capacity in ‘Cyber Guard Drill" and
‘Finance Security Breach Response Drill” conducted by NIS. In addition, with ironclad defense in the
event of an actual DDos attack, HF was selected as an exemplary case in handling cyber attacks. In the
meantime, HF became the first public financial institution that opened its own cyber security center,
developing real time response system against cyber attack and has committed to operating an integrated
information security system.

Financial Consumer Protection with integrated individual credit information
management system

HF earned the excellence grade for two years in a row at the 'Personal Information Management
Evaluation” by the Ministry of the Interior and Safety. With 99 and 98 marks in 2019 and 2020
respectively, HF scored almost perfect on the evaluation, proving it has established a personal and credit
information protection system for its customers to the perfection.

First place
Information Security Mgmt Assessment
(4 consecutive years)

Excellence
Personal Information Mgmt Evaluation
(2 years)

Research Projects in 2020
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Machine-learning Based Jeonse Guarantee Risk
Management by using Big Data in Housing Credit
Guarantees

Estimation of Appropriate RBC(Risk Based Capital)
of the Korean Home Pension

Analysis on Housing Finance Needs for Non-
housing Residents

Study on Feasibility Verification Process of HF Risk
Management Model

Analysis on the possibile impact of
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Products
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Regeneration, Social Housings and Vacant Houses

Product Development and Policy Improvement
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Public Policy Implementation Model and Project
Direction
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Housing Finance Research

Housing Finance Research

In 2020, Korea Housing Finance Research Institute carried out 18 research projects and
published 25 issue reports. This enthusiastic research work on the housing and housing
finance markets has led to the stable and sound development of related fields.

Housing Finance Statistics

Under the approval of Statistics Korea, Korea Housing Finance Research Institute prepares
and publishes "Housing Finance and MBS/MBB Securitization Statistics’ and 'Survey on
Housing Finance and Bogeumjari Loans’, providing statistical services for external users.
It also releases its periodical publication entitled "Housing Finance Research’. Featuring
columns contributed by domestic and foreign housing finance specialists and articles on
housing market issues and prospects, the periodical keeps market participants abreast of
the latest trends in the housing finance market and assists policymakers in determining
housing finance policies.

"Housing Finance and MBS/MBB Securitization Statistics’ was first approved in 2005.
As of 2020, it discloses statistical reports on 35 indicators, including the Korea-Housing
Affordability Index (K-HAI), Korea Housing Opportunity Index (K-HOI), Bogeumjari Loans,
mortgage-backed securities, Housing Finance Credit Guarantees, and the Korean Home
Pension, through Housing Finance Statistics (HOUSTAT), which is HF's housing finance
statistics portal, and Housing Finance Research. As a result of its tireless efforts to offer
user-friendly services, its housing finance statistics system obtained a web accessibility
certification from Korea Federation of Organizations of the Disabled and Korea Institute of
Web Accessibility Certification and Value. As a result of its continuous efforts for accurate
and reliable statistics, HF has maintained Statistics Korea's highest quality test rating of
Excellent for the past six years.

Indices from Housing Finance and MBS/MBB Statistics

K-HAI ‘ K-HOI

Category
Housing Affordability Index ‘ Housing Opportunity Index

It measures median household income
Index relative to the income needed to purchase
Definition  a median-priced house using a standard

[t measures the share of homes sold in an
area that would have been affordable to a
family earning the local median income.

loan.
Calculation Income available for mortgage repayments Number of homes available for purchase
K-HAI = - - 100 K-HAI= x100
Method Median household income Number of all homes
Key Mortgage rates, household incomes, and ~ Mortgage rates, household incomes, home
Variables  home prices prices, and housing stock
Disclosure
Quarterly Annually
Cycle
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At the same time, to fully grasp the current trends in the use of housing finance and Bogeumjari
Loans, Korea Housing Finance Research Institute has conducted and published ‘Survey on Housing
Finance and Bogeumjari Loans” since 2005, which earned national statistics designation in 2006.
The survey was initiated to look into the public recognition of housing finances and use of HF
products and use the results as base data for long-term and stable supply of housing finances. In
2020, HF conducted surveys by visits and via phone calls on 5,000 households in general and 2,000
households under Bogeumjari and Didimdol loans. As a results of constance efforts to improve the
survey, HF has maintained Excellent Grade for five consecutive years in the Quality Assessment by
Statistics Korea.

The Institute also publishes ‘Housing Finance Research’, a periodical dedicated to the housing
finance sector. It comprises feature articles on housing finance, analysis and prospects of housing
market issues, and HF operational statistics. The Housing Finance Monthly, which began to be
published in 2004 was incorporated into ‘Housing Finance Research’ in 2018, a quarterly periodical.
For the reader’s convenience and easy accessibility, it is posted on the Institute’s webpage, and
open to anyone who visits the website. The publication is also distributed to about 500 institutions,
including the National Assembly, government agencies, financial institutions including banks, and
research centers, and widely cited for various purposes.

International Exchange and Cooperation

HF has worked to strengthen cooperation network among housing finance institutions aborad and
advance global housing finance market, through cooperation and exchanges with global housing
finance consultative bodies and housing finance institutions of other nations.

In a response to changes in global cooperation environment due to the pandemic, HF expanded
non-contact, online-based international cooperation and exchanges, while pushing ahead with
knowledge-exchange programs to promote the effectiveness of the business.

HF changed the form of workshop with Cagamas Berhad®, its Malaysia counterpart, from offline to
online, and provided consultation to support introduction of reverse mortgages in Malaysia, sharing
how Korean Home Pension was designed and how it has been operated. In particular, by hosting
a video conference call in June, 2020, where CEQs and working-level groups of each institution
attended, HF demonstrated how non-contact platform can be utilized to share expertise.

* Housing finance institution in Malaysia, established in 1986 under the Central Bank of Malaysia, to purchase bonds

and issue securities.

In addition, despite many challenges presented by Covid-19, HF made efforts to enhance the role of
the global housing finance consultative bodies and cooperation among institutions. Via conference call
of ASMMA* and ISMMA*, HF shared global housing finance market situations and policy responses
of each country in the pandemic with housing finance institutions of member countries and the World
Bank.

As chair-institution of ASMMA in 2020, HF sent KF94 facial masks to five housing finance institutions
overseas to support their efforts to overcome pandemic, which brought the institutions closer and
elevated standing of HF.
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Other than these efforts, HF published discussions of 2019 AFIS* Conference and ASMMA
Annual Meeting’, which it hosted in Busan, in both Korean and English into a book, for
knowledge-sharing on the global best practices in housing finance policies. The book
encompasses various knowledge and valuable insight of housing finance experts over the
pressing issues in the field, such as ESG bonds, securitization market and reverse mortgages.
HF distributed the book to government agencies and related institutions domestic and abroad,
thereby contributing to knowledge sharing on the global housing finance.

* ASMMA : Asian Secondary Mortgage Market Association

ISMMA : International Secondary Mortgage Market Association

AFIS : Asian Fixed Income Summit

Social Financing

Social Bonds Overview

The concept of ESG, which first caught the attention of the world at the New York Stock
Exchange Market, in April, 2006, stresses that in accordance with Principles for Responsible
Investment, investment decision should be based on not just financial factors, but also non-
financial factors of companies such as environmental, social and governance aspects.

Since then, the importance of the sustainable corporate management has gained more
traction in Europe and the U.S in the aftermath of the 2008 financial crisis. In particular,
in the wake of Covid-19 in 2020, burgeoning debts of companies led to the emergence of
sustainable funding on the global agenda, setting the ESG investment as a global trend. In
Korea, with the launch of government’s Green New Deal initiative and release of ESG funds,
ESG has began to be embraced as a main investment trend, as shown from serial launch of
ESG funds by many asset management companies.

ESG is acronym of environmental, social and governance, which refers to non-financial factors
that are considered in the company evaluation and investment decision making. Bonds that
are issued with those activities are called ESG bonds.

Depending on the purpose of issuance, ESG bonds can be categorized into; O Green Bonds,
of which proceeds go into funding for green projects, such as renewable energy or green
infrastructure, @ Social bonds, which is to fund initiatives to address social problems by
supporting disadvantaged groups, small and medium sized companies or creating jobs, and @
Sustainability Bonds, which are the combination of green and social bonds.

The MBS and Covered bonds of HF are issued with an aim to improve housing welfare for
low-to-moderate income households, thus are classified as social bonds.
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CB(MBB)

Social bonds, which is issued to serve special purposes such as funding projects to create
social values, including housing welfare, education, public health, employment and
equality, are subject to strick oversight in terms of issuance process and post-issuance
management.

Two prerequisites for issuance of social covered bonds include preparation of Social
Bond Framework, which states use of proceeds, management methods, and reporting
plan, and obtaining of Second Party Opinion, an independent external certification on the
framework.

In July 2018, HF embarked on the issuance of global covered bonds in the form of social
covered bonds. HF established the social covered bonds framework in September 2018
and obtained the social covered bond certification from Sustainalytics, a Second-party
opinion provider, thereby completing all preparation works for issuance of social covered
bonds.

Accordingly, HF issued the inaugural EUR 500 million social covered bond, the first
social covered bond out of Asia. The feat was broadcasted by foreign media, which
reported how HF is contributed to the realization of social values with its securitization
business. As a result, HF was able to broaden its investor base, attracting those who
have not invested in Korean financial products before and laid platform for issuing euro-
denominated bonds for other Korean issuers.

With EUR 500 million social covered bond issuance in 2018 as a start, HF continued to
issue social covered bonds in the following years, one time in 2019 and two times in
2020, cementing the position of its covered bonds as social covered bonds. As of 2020,
HF issued total four times of social covered bonds, of which accumulated amount records
EUR 2.5 hillion (about USD 3.0 billion).

MBS

Successful issuance of Euro denominated-social covered bonds in 2018 heralded the
launch of social covered bonds of HF, and in 2019, HF pushed ahead with social covered
bonds issuance of MBS, another pillar of its securitization business.

As ‘Inclusive Finance” and ‘Social Finance’ emerged as national importance, ESG has
drawn more attention in the capital market. To meet the social demand and expectations,
HF included social MBS issuance in its major work plan of 2019 and strived to obtain the
second party opinion for social covered bonds of Won-denominated MBS. HF has been
issuing all of its MBS as social covered bonds from 2019-6 MBS, which was issued in
March 2019, and has disclosed the report under social covered bond segment.

As of the end of 2020, HF issued total 62 times of social covered bonds of MBS, of worth
about USD 63.6 hillion, contributing to building a platform for ESG investment in Korea as
well as promoting residential stability of non-homeowners.
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Effects of Issuance

The global pandemic, Covid-19, broken out in 2020, has prompted explosive interest in ESG
investment around the world, and is expected to drive more demand for HF MBS and MBB.
In response to these social expectations, HF, as a leading ESG bond issuer, has defined
the concept of ESG in collaboration with Korea Exchange(KRX), and made various efforts
including establishment of the ‘ESG Segment Operation Guideline'.

These efforts have delivered visible results; ‘ESG Exclusive Segment” was created on the
KRX on its website, and policy improvement was made, such as exemption on listing fees
and annual fees of all ESG bonds and inclusion of ESG status in the evaluation criteria of
pension funds.

Reporting

ESG bonds issuers are obligated to disclose the post management of ESG investing every
year in the form of Allocation Reporting and Impact Reporting.

Main contents of Allocation Reporting is as follows. HF discloses the reports on the K-MBS
website every year.

2020 Social MBS.CB(MBB) Allocation & Impact Report

Use of Proceeds

The entire proceeds funded through issuance of social MBS and social covered bonds
were used to finance public mortgages on the very day of the issuance to support
homeownership of low-to-moderate income households for their residential stability.

Use of Proceeds

(Unit : No., USD million)

Bogeumjari Loans % 837959 =2 86688 337,9

mm No. of Supported Households === Amount of Support

(Unit : No., USD million)

Didimdol Loans m 12454 € 1440

ConformingLoans (3% 53099 & /(94

63,999 7,694

Total m 4]44]2 @ 45772

12,454 1,440

Purchase of Bogeumjari Purchase of Didimdol Purchase of Conforming
Loans Loans Loans
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Support Homeownership of Low-to-Moderate Income Households
HF has provided public mortgages, Bogeumjari, Didimdol and Conforming loans to support homeownership of low-to-

Delivery of Social Values
Household Debt Structure Improvement
HF has contributed to substantial improvement of household debt structure in mortgage loan market by moderate income households and customized loan products to newlyweds, families with multiple children, etc., thereby

providing long-term(with more than 10 years of maturity), fixed-rate, amortizing mortgage loans. contributed to addressing social issues such as increase of single households, late marriages, and low birthrate.

Loan Period

Less than 10 years im

49,082

(Unit : No., USD million)

£ 2945

10 to 15 years 1

41,004

€ 3448

15 to 20 years iR

64,4/9

€ 6,029

20 to 30 years im

209,841

€ 33,348

More than 30 years (i [i 1

6

€ 06

Total im

414,412

&€ 45.7/0

Interest Rate Type

Fixed Rate im

414,412

(Unit : No., USD million)

&€ 45777

Floating Rate [

& 0

Total 1%

414,412

&€ 45777

Repayment Method

Equal P&l

(Unit : No., USD million)

@ 308,099 €8 34,300

Equal Principal

v 97439 € 9,887

Incremental Increase of P&l ﬁfn 8 374 @ ] 583

Total

414,412 € 45,7/0

M Less than 10 years
W 10to 15 years
W 1510 20 years
20 to 30 years

More than 30 years
1 Fixed Rate Fixed Rate
W Floating Rate ]UU%
W Equal P&l

W Equal Principal

M Incremental Increase of P&l

Less than USD 18,000
W USD 18,000~27,000
1 USD 27,000~45,000
W USD 45,000~63,000
W More than USD 63,000

M Single parent households
W Multi-cultural families
M Households with the disabled

I First-time homebuyers
B Newlyweds
M Families with Multiple Children

Income (Unit : No., USD million)

Average Income : USD 39,900

lessthanusD 18000 &3 62 550 & 4579
usisono-z000 i 5937 € B,658
uspzzooo-a5000 (3 140240 < 16,016
uspasono-e300 (33 92712 & 11933
MorethanUsD 63000 () 49 818 € [ 588
Total & 414,412 8 48,774

Support residential stability of disadvantaged groups
(Unit : No., USD million)

single parenthouseholds @8 1134 €@ 9
) 3,/51 € 365
Households with the disabled (1) |2, 655 &8 1,190
1 17,540 € 1,665

Multi-cultural families f

Total (

Expansive customized support (Unit : No., USD million)

First-time homebuyers i 4735 @ 500

Newlyweds M 46 Hhh4 &8 5995

Families with Multiple Children (33 16 1/ / &8 |1 983

Total ﬁ?n 67866 @ 8478

* For more information, go to K-MBS(www.kmbs.hf.go.kr) > Disclose Information > Social Financing > Delivery of Social Values
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FY 2020 Financial Results

Financial Summary

To ensure the transparency and reliability of our management, HF receives a yearly external audit from an accounting firm on the
settlement of HF accounts, Trust accounts, and the Housing Finance Credit Guarantee Fund accounts (including Reverse Mortgage
Guarantee accounts). HF is required to submit the financial reports of HF and the Fund to the chairperson of the Financial Services
Commission after the resolution of the Board of Directors and the Housing Finance Steering Committee pursuant to the Act on the
Management of Public Institutions and the National Finance Act, respectively.

Since its adoption of K-IFRS for fiscal year 2013, HF has prepared consolidated financial statements, which collectively aggregate HF
accounts, Trust accounts, and its subsidiary’s accounts, as well as separate financial statements, which include HF accounts and Trust
accounts created after January 1, 2012. In addition, HF settles the Housing Finance Credit Guarantee Fund accounts and Korean Home
Pension Guarantee accounts as a single reporting unit in accordance with the National Accounting Standards.

The financial statements of HF and the Fund for FY 2020 were audited by Ernst & Young HanYoung, which expressed an unqualified
opinion thereon.

For FY 2020, HF posted a consolidated net profit of USD 189 million, a decline of USD 35 million from the previous year. As a result,
HF recorded a year-on-year increase of USD 200 million to USD 3,447 million in total capital. During the same period, the Housing
Finance Credit Guarantee Fund recorded a net loss of USD 287 million, marking a year-on-year loss increase of USD 1,275 million. This
decreased the Fund's total net asset value to USD 7,607 million, a fall of USD 80 million from the previous year.

Consolidated Statement of Financial Position

(Unit : USD million)
Description FY2020 FY2019
Cash & Deposits 8,810 6,091
Securities 2,041 1,390
Loans 128,229 111,791
Other Assets 554 476
Total Assets 139,634 119,748
Borrowings 2,454 2,900
Securitized Debts 132,891 112,696
Other Liabilities 841 906
Total Liabilities 136,186 116,502
Paid-In Capital 1,825 1,825
Retained Earnings (Deficits) 1,618 1,429
Capital Adjustments, Etc. 4 A7
Total Capital 3,447 3,247
Total Liabilities and Capital 139,634 119,748

FY 2020 Financial Results

Korea Housing Finance Corporation (Consolidated)

In accordance with K-IFRS, HF prepares consolidated financial statements, which include HF accounts, Trust accounts, and its
subsidiary’s accounts, for statutory purposes.

As of the end of FY 2020, HF's total assets stood at USD 139 billion, a year-on-year increase of USD 19 billion. This is attributable to
an increase in loans of USD 16 billion due to the expanded supply of the Bogeumjari Loans and other public mortgages as well as an
increase in deposits and securities of USD 3 billion.

HF's total liahilities rose to USD 136 billion, up by USD 19 billion from the end of the previous year. This is mainly the result of the
following two causes: an increase of USD 20 billion in securitized debts due to a growth in the issuance of mortgage-backed securities
(MBS) and mortgage-backed bonds (MBB) and an decrease of USD 0.45 billion in borrowings.

HF's operating income for 2020 reached USD 3,654 million, an increase of USD 215 million year-on-year. Interest income, fees, and
commissions stood at USD 3,281 million, up by USD 124 million from the previous year due to an increase in the volume of loans.
Other operating revenue stood at USD 371 million. This can be broken down into USD 243 million in gains on derivatives valuation and

Consolidated Statement of Comprehensive Income

(Unit : USD million)
Description FY 2020 FY 2019

Operating Income 3,654 3,439

Interest Income 3,237 3,115

Fees and Commissions 44 41

Gains on Derivatives Valuation and Transactions 243 209

Gains on Foreign Currency Translation Al 17

Other Operating Income 56 54
Operating Expenses 3,420 3,123

Interest Expenses 2,706 2,545

Fee and Commission Expenses 138 148

Bad Debt Expenses 4 6

Losses on Derivatives Valuation and Transactions 3 215

Losses on Foreign Currency Translation 74 62

Other Operating Expenses 3 3

Sales and Administrative Expenses 150 137
Operating Profits 233 319
Other Profits A3 A1
Profits Before Income Taxes 231 317
Income Taxes 41 93
Net Profit 189 224
Other Comprehensive Income or Losses 1 24
Total Comprehensive Income or Losses 200 248
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transactions; USD 71 million in gains on foreign currency translation; and USD 56 million in other operating income.

During the same period, operating expenses rose by USD 300 million to USD 3,420 million. Among the expenses, interest, fee, and
commission expenses amounted to USD 2,844 million, up by USD 152 million from the previous year due to an increase in securitized
liabilities. Other operating expenses totaled USD 572 million, the aggregate of USD 341 million in losses on derivatives valuation and
transactions, USD 74 million on foreign currency translation, USD 3 million on miscellaneous other operating expenses, and USD 150
million in Sales and Administrative Expenses.

Income tax expenses decreased by USD 51 million from the previous year to USD 41 million due to a reduction in tax base by decrease
of operating income. This resulted in USD 189 million in net profit, down slightly by USD 35 million from a year earlier.

Housing Finance Credit Guarantee Fund

With the National Accounting Standards adopted in 2009, HF settles the accounts of the Korea Housing Finance Credit Guarantee
Fund by aggregating them with the Korean Home Pension Guarantee accounts.

As of the end of FY 2020, the Fund's total assets reached USD 8,072 million, a year-on-year decrease of USD 54 million. This decrease
represents general account transfer of USD 727 million to boost government finance in wake of Covid-19. Current assets stood at USD
5,241 million, down by USD 662 million from the same period a year earlier. Investment assets reached USD 2,576 million, an increase
of USD 1,044 million from the previous year. Other non-current assets recorded USD 255 million, down by USD 436 million compared
to the end of FY 2019.

Statement of Financial Position

FY 2020 Financial Results

Total liabilities reached USD 463 million, up by USD 25 million year-on-year, as unearned revenue increased due to growth in
guarantees outstanding. More specifically, current liabilities reached USD 91 million, up by USD 5 million from the same period a year
earlier, while long-term provisions increased by USD 17 million to USD 330 million during the same period. Other non-current liabilities
rose to USD 42 million, up by 2 million from the previous year.

The total cost of the Program totaled USD 615 million for the year, up by USD 523 million year-on-year, as bad debt expenses
increased as a result of expenses incurred from the write-off of indemnity receivables. The Program’s income stood at USD 195 million,
down by USD 25 million from a year earlier, due to a decrease in reversal of provision for the write-off of indemnity receivables. The
Management and Operation Costs, which supports guarantee operation, recorded USD 15 million, down by USD 0.18 million year-on-
year.

Non-Distributable income recorded a year-on-year decrease of USD 2 million. This is mainly due to an decrease of USD 28 million
in interest income from the higher volume of operating funds as well as an increase of USD 5 million in asset disposal gains. The
contribution income rose by USD 20 million year-on-year, but the non-exchange income without direct effects in return reached USD
32 million, down by USD 707 million year-on-year due to increase of transfer of the general accounts by USD 727 million.

In conclusion, the financial results for 2020 totaled A USD 288 million", an increase of USD 1,275 million from the previous year.

Statement of Financial Operations

(Unit : USD million)
Description FY 2020 FY 2019
Current Assets 5,241 5,903
Investment Assets 2,576 1,632
Tangible & Intangible Assets 0.09 0.18
Other Non-Current Assets 255 691
Total Assets 8,072 8,126
Current Liabilities 91 86
Long-Term Provisions 330 312
Other Non-Current Liabilities 42 40
Total Liabilities 463 438
Net Base Assets 2,933 2,933
Reserves and Surpluses 4,439 4,727
Net Asset Adjustments 235 28
Total Net Assets 7,607 7,688
Total Liabilities and Net Assets 8,072 8,126

(Unit : USD million)
Description FY 2020 FY 2019

|'. Total Program Costs 615 92

Korea Housing Finance Credit Guarantee Fund Accounts 601 51

Reverse Mortgage Guarantee Accounts 14 4
I Program Income 195 220

Korea Housing Finance Credit Guarantee Fund Accounts 109 150

Reverse Mortgage Guarantee Accounts 86 70
IIl. Management and Operation Costs 15 15
IV. Non-Distributable Costs 8 10
V. Non-Distributable Income 123 146
VI. Net Financial Operation Costs ( | - [ +lll+IV-V) 320 A248
VIl. Non-Exchange Income 32 739
VIl Financial Results (VI-VII) 288 A987

1) On the Statement of Financial Operations, ‘A" in financial net costs and financial results means that profits have been realized.
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