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Your Financial Partner for Life, 
Korea Housing Finance Corporation



With innovative management and a renewed focus on
customer satisfaction, we pledge to strengthen our
financing services for the nation's low and moderate
income households.
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MESSAGE FROM THE CEO



KHFC is the nation's public housing financing institution, established to provide stable and long-term housing financing and to

improve housing conditions of low and moderate income households.

In 2008, both the domestic and international business environment grew unfavorable due to instability in the global financial market

triggered by the sub-prime mortgage crisis in the United States and the ensuing contraction of the real economy. Notwithstanding

such difficulties, we at KHFC continued to make our utmost efforts to deliver top-notch financing services to the nation's low and

moderate income families, and thanks to such efforts, we could achieve considerable results in all areas of our business.

Above all, KHFC could significantly increase its capital base due to the government's contributions of KRW250 billion. We have also

secured a government budget for additional capital contribution in 2009, strengthening our business platform for stable

performance of business 

In the securitization business, it is noteworthy that we have provided low and moderate income families with Bogeumjari loans

amounting to KRW4.2 trillion. For funding these loans, KHFC issued KRW2.6 trillion of mortgage-backed securities (MBS). As the bond

market grew increasingly unstable beginning in September last year, deteriorating the market condition for MBS issuance, KHFC, for

the first time since its establishment, issued its unsecured bonds in the amount of KRW1.5 trillion to ensure a stable supply of

Bogeumjari loans for those who need housing. KHFC also issued KRW1.5 trillion of student loan-backed securities (SLBS) to

successfully fulfill its role as a funding source ensuring a stable supply of government-guaranteed student loans. 

In terms of Housing Finance Credit Guarantee Fund, KHFC recorded a positive net profit for the first time in its history thanks to a reduced

default rate, guarantee fee revenues, and increased contributions from financial institutions. By providing guarantees in the amount of

KRW6.8 trillion, KHFC exceeded its goal for the year. To help bring greater stability to low-income people and the financially

marginalized, KHFC provided special guarantees to those who applied for credit recovery programs, and began to provide

guarantees to construction companies in order to inject liquidity to home builders facing financial hardships amid weak housing sales. 

With respect to JooTaekYeonKeum (JTYK), which was launched in 2007, KHFC introduced the “increasing monthly payment” scheme

as well as the “decreasing monthly payment” scheme, and expanded the maximum eligible house price from KRW600 million to

KRW900 million. Our focus on customer-oriented product development and improvements in eligibility criteria helped lay the

foundation for better access by more customers as well as promote the growth of our business.

In the area of Student Loan Credit Guarantee Fund, KHFC broadened overall access to loans, while keeping the focus on students

from low-income families. Last year, KHFC provided KRW2.1 trillion of student loan credit guarantees, thus making an important

contribution to providing all students with an equal opportunity to pursue a higher education.

In 2009, KHFC will continue to make dedicated efforts to remain a trusted lifetime partner for Korea's low and moderate income

families. In order to gain greater public trust and support, KHFC will always be managed from the standpoint of the people. We hope

that you will extend us the continued support and encouragement in the future.

Lim, Joo Jae
President & CEO

Korea Housing Finance Corporation
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Growth in the Securitization Business 

Strengthening Housing Finance Credit Guarantee

Expansion of JTYK (Reverse Mortgage) Guarantee

Stable Supply of Student Loans 

Supply of Bogeumjari Loans Issuance of  MBS/SLBS

Housing Finance Credit Guarantee Amount

(KRW in billions)

Base Capital 

JTYK Guarantee Amount Payments under JTYK Loans

Student Loan Credit Guarantee Amount Base Capital 

2007 2008

3,595

4,244

2007 2008

3,891

4,152

2007 2008

5,089

6,760

2007 2008

617

1,109

2007 2008

603

863

2007 2008

4

23

2007 2008

1,917

2,114

2007 2008

270

658
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Grand Prize Winner, 2008 KMAC Management Innovation Awards 

On October 21, 2008, KMAC conferred upon KHFC the top prize for creative management at its 2008

Management Innovation Awards ceremony, in recognition of KHFC's effort to expand financial services

for low-income households by launching "task force for creative management" to develop new areas of

business and new products. 

Over 1,000 Borrowers Using KHFC's Reverse Mortgage Plan

The number of borrowers to JTYK, the corporation's reverse mortgage plan, surpassed 1,000 in only

fourteen months after its introduction on July 12, 2007. To celebrate this achievement, on September 30,

2008, KHFC awarded free travel tickets to its 1,000th reverse mortgage borrower.

KHFC, Your Partner for a Happy Life

On October 1, 2008, KHFC held a ceremony to proclaim its CS (customer satisfaction) vision, at which

time the CS vision statement "KHFC, Your Partner for a Happy Life" and the CS slogan, "We're at Your

Service for a Brighter Future" were announced. The new visions represent KHFC's commitment to

improving public housing and helping its customers lead more stable lives by providing easy-to-use

financial services beginning in early adulthood and continuing into middle age and retirement.

Golden Prize Winner, Korea e-Financing Awards

On July 21, 2008, KHFC won the Golden Prize for Service for its reverse mortgage IT services at the 8th

Korea e-Financing Awards organized by the Korea Economic Daily and supported by the Financial

Services Commission. It was the third consecutive year that KHFC won the award.

Singapore Benchmarks KHFC's Reverse Mortgage

The finance minister of Singapore visited KHFC on June 17, 2008 and discussed the operation of KHFC's

reverse mortgage system. Organized at the request of the government of Singapore, the day's events

included a briefing on KHFC's reverse mortgage program followed by a Q&A session. The delegation

expressed keen interest in KHFC's reverse mortgage program and asked specific questions about sales,

marketing efforts, and market response.

KHFC Issues P-CBOs for Home Builders

To address the financial difficulties of home builders facing a liquidity crunch due to instability in the

financial market, on December 18, 2008, KHFC began to provide KRW500 billion in credit guarantees for

P-CBOs (primary collateralized bond obligations) issued, using the corporate bonds of home builders as

the underlying asset, by way of the Housing Finance Credit Guarantee Fund. 
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General Economy

Affected by the sluggish global economy, the domestic economy also slowed down in 2008, particularly during the second half. Korea's GDP growth,

an indicator of domestic economic activity, remained relatively solid well into the third quarter, but in the fourth quarter, when both exports and

domestic consumption plummeted in the wake of the Lehman Brothers' bankruptcy, GDP growth turned negative for the first time since the 1997-

1998 financial crisis.  When considering annual GDP for each subcategory, final consumption expenditures grew by only 1.6%, about one third the rate

of the previous year, reflecting vastly reduced private consumption caused by standstill income growth and falling consumer confidence. Fixed capital

investment decreased 1.7%, after growing 4.2% in the previous year, due to a simultaneous slowdown in construction and facilities investment.

Construction investment fell 2.1% as residential building construction shrank rapidly. Facilities investment was also stagnant due to the contraction of

the global and domestic economy and restructuring. Total exports rose steadily through September but then began to plummet in October,

particularly in semiconductors and wireless communication devices, as the global financial crisis took hold, recording a 6.9% decline in the fourth

quarter from the same period of the previous year. Total imports grew 3.7%, a modest rise compared to the 11.7% growth of the previous year, due to

a number of reasons including sluggish domestic consumption. 

| Domestic Economic Indicators |

Bond Market

The global financial crisis in 2008 heightened credit risk, which in turn widened the spread between treasury bonds and corporate bonds. The

benchmark 5-year treasury bond yield dropped 212bp from the beginning of the year to 3.77%, which was its lowest since June 2005, while the yield

of the 3-year corporate bond (AA-) rose 81bp over the same period to 7.72%, a clear manifestation of bipolarization.   

The bond yield dropped in the first quarter as the global credit crunch and capital shortages faced by banks, which had caused the yield to skyrocket

at the end of 2007, moderated to some degree. In the second quarter, however, the instability of oil prices and exchange rates prompted another rise,

returning the yield of the 5-year treasury bond to its level at the end of 2007. In the third quarter, despite the Bank of Korea having already raised the

base rate once, investors believed another raise was unlikely and continued to buy, lowering the yield of 5-year treasury bonds, albeit not by much.

The bipolarization of government and corporate bonds became apparent in the fourth quarter. As the central bank drastically cut the base rate four

times, the yield of treasury bonds plummeted while that of corporate bonds rose due to renewed recognition of credit risks, widening the spread

between the two bonds. The spread between the 3-year treasury bond and the 3-year corporate bond (AA-), which had hovered at around 100bp

during the first half of 2008, quadrupled to 431bp by the end of the year.

| Key Interest Rates, 2008 | | Credit Spread, 2008 |
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Source: Korea Financial Investment Association, Bank of Korea Source: Korea Financial Investment Association
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Housing Market

The housing market started strong in 2008 amid high expectations for an easing of regulations by the new administration, but in September the

financial crisis originating in the United States began to exact a toll on the domestic financial market and the real economy, rapidly slowing the

domestic housing market. To soften the impact on the real estate market, the government lifted various regulations by relaxing bans on resale of the

right to purchase a new apartment, discharging certain areas from “Speculation Zones” (three districts in southern Seoul were excluded), and lowering

the comprehensive real estate tax and capital gains tax. Despite these moves, the domestic housing market continued to worsen due to the

continuing financial instability and contraction of the real economy. 

House prices rose significantly in early 2008, driven mainly by redevelopment and a boom in the construction of "New Towns" in northern Seoul and

in Incheon. Starting in October, however, house prices dropped for three consecutive months to end the year only 3.1% higher than the previous year.

Likewise, Chonsei prices surged during the first half of the year, mainly in the northern part of Seoul, due to a rental housing shortage, while during the

second half such shortages were replaced by an oversupply that pushed prices downward. For the year, Chonsei price growth rate recorded 1.7%

which is lower than 2.6% of the previous year. 

Housing construction activity during 2008 (based on approvals granted in 2008) was sluggish. A total of 371 thousand housing units were approved

for construction, the fewest since 1998, apparently due to the unfavorable industry environment caused by a drop in demand, a large number of

newly built homes that remained unsold, and liquidity issues facing private builders, among other reasons. In the Seoul metropolitan area, 198

thousand new housing units were approved for construction in 2008, marking the first time for the figure to fall below 200 thousand since 2006, when

172 thousand units were built.  The number of unsold new houses reached a record-high 166 thousand units as of the end of 2008. Areas outside the

Seoul metropolitan area accounted for 83.7% of the total unsold, or 139 thousand units, indicating the severer situation in areas outside Seoul

metropolitan.

| House and Chonsei Price Growth | | Housing Construction (Approval) and Unsold New Houses |

Housing Finance Market

The weighted average interest rate of mortgage loans sold by the nation's commercial banks surged to 7.58% in October 2008 due to the significant

rise of the index rate (CD interest rate) amid concerns about a global credit crunch. However, as monetary authorities repeatedly cut the base rate and

adopted measures to supply liquidity, which lowered the CD rate down, the mortgage rate dropped as well, falling to 6.81% in December. Although

the CD rate, which was over 6% in October, fell to around 3% by the end of December, the spread between the mortgage rate and the CD rate was

more than 200bp, which limited the drop in the mortgage rate. 

As of the end of 2008, total outstanding balance of residential mortgage loans extended by commercial banks reached KRW239.7 trillion, which was signi-

ficantly higher than the previous year's outstanding value despite the sluggish housing market and a decline in housing transactions. Growth had been

evident earlier in the year, and was attributed to the launch of the new administration and group loans for installment payments during construction

period, but from November onward, the drop in the mortgage rate and the government's easing of real estate regulations were the main growth drivers. 

| Net Change in Mortgage Outstanding and Mortgage Rate |
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Note: Chonsei refers to the key money deposit that the tenant pays upfront to the
landlord. During the rental term, the tenant is not required to pay any periodic rent.
The key money deposit is returned to the tenant after the expiry of the rental
contract without any interest./ Source: Kookmin Bank

Source: Ministry of Land, Transport and Maritime Affairs

Source : The Bank of Korea
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BUSINESS REVIEW Korea Housing Finance Corporation (KHFC) is there to help Koreans lead a more stable life

throughout their life time. We help young people finance their higher education by providing

student loan credit guarantees; enable middle-aged Koreans to achieve housing security and

buy their own home with our Bogeumjari loan and housing finance credit guarantees; and

assist older citizens in leading a more comfortable life after retirement with our reverse

mortgage plan. 

Is Always There for You



Securitization
Since its founding in March 2004, KHFC has engaged in the securitization business by supplying the

Bogeumjari loan, a long-term, fixed-rate mortgage loan product, as a means of helping low and moderate

income households purchase homes while contributing to the strengthening of the nation's housing financing

system. In addition, KHFC issues securities based on mortgage and student loans that it acquires from financial

institutions, thereby contributing to the development of the long-term credit market.  

In 2008, KHFC provided Bogeumjari loans totaling KRW4,244 billion, which assisted 46 thousand households in

buying their own home, and supplied liquidity to financial institutions by issuing KRW2,646 billion of MBS and

KRW1,500 billion of KHFC bonds. KHFC also issued SLBS amounting to KRW1,506 billion, using student loans as

the underlying assets.
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Main Goals Pursued in 2008

Supply of Bogeumjari Loans

Introduced by KHFC in 2004, the Bogeumjari loan is the first long-term, fixed-rate installment mortgage loan product to be offered in Korea. From the time of

establishment to the end of 2008, KHFC provided KRW16,777 billion in Bogeumjari loans to 210,208 households, supporting low and moderate income

families to buy their own home. In 2008 alone, KHFC provided KRW4,244 billion in such loans, about 18% more than the previous year's KRW3,595 billion. The

growth appears to be attributable to the public's renewed appreciation for long-term, fixed-rate products amid the global financial crisis prompted by the U.S. sub-

prime mortgage crisis, the more competitive rate available through the Bogeumjari loan, the growing popularity of e-mortgage loan plans, the development

of new products, and an increase in the number of institutions dealing with the Bogeumjari loans. Starting in October 2008, however, the supply growth

weakened as consumers migrated to adjustable-rate mortgages (ARMs) offered by commercial banks in response to the government's base rate cuts.

In terms of regional distribution, Gyeonggi Province accounted for the largest share of Bogeumjari loans, valued at KRW1,724 billion, followed by Seoul with KRW

976 billion and Incheon with KRW605 billion. Hence, the Seoul metropolitan area account for 78% of the total supply nationwide, or KRW3,305 billion.

Elsewhere in the country, KRW616 billion was originated in the Gyeongsang provinces, KRW177 billion in the Chungcheong provinces, and KRW115 billion in the

Jeolla provinces (figures include metropolitan cities located in each region), a distribution similar to the regional populations and number of existing residences.

| Bogeumgari Loan Origination by Region in 2008 |

In the meantime, KHFC has made efforts to overcome the limitations of indirect sales by encouraging more institutions to deal with e-mortgage loan plans,

which increased from 2 to 10 institutions. As of the end of 2008, 20 financial institutions, among which 15 were banks and the remaining 5 insurance

companies, offered Bogeumjari loans to their customers. In 2008, the nation's top four Bogeumjari loan-lending institutions, including Hana Bank, accounted

for 70% of total Bogeumjari loans extended, or KRW2,962 billion.

| Bogeumgari Loan Origination by Financial Institution in 2008 |

Note : Figures in ( ) represent percentage of total

(KRW in billions, No. of loans, %) 

Amount

Amount

No. of loans

No. of loans

Gyeonggi Seoul Incheon Busan Daegu Ulsan Chungnam Daejeon Jeonbuk Gwangju Gyeongbuk Chungbuk Gangwon Jeonnam Jeju Total

1,724

(40.6)

16,602

(36.2)
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(23.0)

7,531

(16.4)
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Note : Figures in ( ) represent percentage of total

(KRW in billions, No. of loans, %) 

Hana Bank KB Woori Bank SCFB NACF IBK KEB Citi Samsung Life Others Total

1,199

(28.3)

12,327

(26.9)

842

(19.8)

8,121 

(17.7)

480

(11.3)

5,090

(11.1)

441 

(10.4)

4,251 

(9.3)

252

(5.9)

3,676 

(8.0)

171

(4.0)

1,912 

(4.2)

166

(3.9)

1,808 

(3.9)

152

(3.6)

1,600

(3.5)
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(3.3)

1,520 

(3.3)

400 

(9.4)
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• Developed a loan-loss rate calculation model and
prepayment prediction model

• Improved the method for assessing the market price
of MBS and SLBS

• KHFC MBS designated as eligible securities for open
market operation by the Bank of Korea

• Encouraged more financial instructions to originate
e-mortgage loans (from 2 in 2007 to 10 in 2008)

• Established an automatic evaluation system for
Bogeumjari loans

• Participated in practical education programs run by
the Korea Association of Realtors

Goals GoalsDetails of Implementation Details of Implementation
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• Expanded the size of mortgage portfolio to provide liquidity to
financial institutions

• Improved repayment schemes of MBS by relaxing conditions for
a call option

• Developed a model for deciding mortgage prices and
introduced mortgage-MBS swap transaction

• Established a system for supporting financial institutions'
overseas issuance of covered bonds

• Controlled the rise in the interest rate of Bogeumjari loan
• Supplied more low-interest Bogeumjari loans to low-income

families (from KRW100 billion to KRW200 billion)
• Reduced costs by streamlining the fee structure (cut the loan

rate by 6bp)
• Improved the method of demonstrating income and eliminated

the joint liability on guarantee

Innovation in
Securitization
Structure

Expansion of
Bogeumjari 
Loan Supply

Improved
Efficiency in
Securitization
Business

Enhanced
Management 
of Supply
Channels

Gyeongnam



Issuance of Mortgage-Backed Securities (MBS)

KHFC's MBS is a beneficiary certificate guaranteed by KHFC. KHFC acquires, based on a pre-arranged acquisition agreement, Bogeumjari loans

originated by financial institutions in accordance with specific acquisition standards, and issues MBS using the loans as the underlying asset. MBS are

issued in eight types of senior tranches with maturities of 1, 2, 3, 5, 7, 10, 15, and 20 years and a subordinated tranche with a maturity of 21 years. They

are listed in the bond market department of the Korea Exchange and are traded as normal bonds. 

The yield of KHFC's MBS is determined by adding a certain rate (spread) to the base rate, which is the yield of the treasury bond. Since its founding,

KHFC has gradually lowered the spread as its credit standing and the negotiability of its MBS improved, but the spread increased in 2008 due to bond

market instability caused by the global financial crisis. KHFC has continued to make determined efforts to narrow the spread by having MBS

designated as a subject of REPO transaction by the Bank of Korea at the end of 2008, improving the issuance structure, and pursuing aggressive

marketing to expand the investor base. In 2009, KHFC plans to introduce a mortgage-MBS swap, in which financial institutions' mortgage loans are

securitized and exchanged with KHFC's MBS, in order to improve the BIS ratio of commercial banks and supply them with liquidity and to issue

overseas MBS a means of diversifying its market.

| KHFC MBS Issuance Structure |

| Summary of KHFC BS Issuance |

Underlying Assets

Amount Issued

Issuer

Issuance Structure

Conditions

Servicers

• Mortgage loans sold by financial institutions (based on pre-arranged acquisition agreement) 

• KRW300 to 600 billion (per issuance)

• Trust (KHFC is the trustee.)

• KHFC guarantees payment for the entire amount of principal and interest for senior MBS.

• Multiple thranches are issued with various maturities (maturity tranching).

• Short-term thranches with a maturity of three years or less shall be repaid in their entirety by the expiration

of the maturity.

• Call option is available for mid/long-term thranches with a maturity of between 5 and 20 years.

(Starting from those with the shortest maturity, call option is partially available every 3 months. Grace period

for exercising call options set for each thranche.)

• Credit rating of AAA; listed in the bond market division of Korea Exchange; public offering

• Coupon: fixed rate (treasury bond yield plus spread)

• The financial institutions that transferred the loans shall provide loan servicing and receive monthly fees.
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| Weighted Average Spread of MBS against Benchmark 5-year KTB |

In 2008, KHFC issued senior MBS amounting to KRW2,646 billion over seven transactions. As for the distribution of their maturity, seven years

accounted for the largest proportion, 20.2%, while longer-term tranches with a maturity of seven years or longer accounted for 50.1%. Counting all

senior MBS ever issued, KHFC has issued senior MBS amounting to KRW13,461 billion, of which 52.5% or KRW7,070 billion are long-term tranches with

a maturity of seven years or longer, thereby demonstrating its significant contribution to the long-term bond market as a major funding source for

long-term housing finance.

Major investors in KHFC's MBS include banks, insurance companies, pension funds, investment trust companies, and securities companies. In 2008,

insurance companies held the largest share at 27.6% with investments amounting to KRW730 billion, followed by pension funds with KRW665 billion

in investments and banks with KRW640 billion.

| MBS Investment by Maturity and Investor in 2008 |

| MBS Issuance Amount by Year |
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Total
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640
(24.2)

730
(27.6)

665
(25.1)

95
(3.6)

516
(19.5)

2,646

(100.0)

2004

3,016

0.53

0.23

0.79

3,861

1,752
2,186
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2005 2006 2007 2008

( KRW in billions, %)

(%p)

( KRW in billions)
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(7.0)

280

(10.6)
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(12.3)
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Note: Subordinated tranches excluded

Note : 1) Figures in [   ] represent percentage of total  2) Insurance accounts in banks were classified as insurers  3) Subordinated tranches excluded



Issuance of Student Loan-Backed Securities (SLBS)

KHFC began to issue SLBS in the second half of 2005. KHFC issues KHFC-guaranteed beneficiary certificate by acquiring student loans (which are

guaranteed by the Student Loan Credit Guarantee Fund at a 90% partial guarantee) from financial institutions based on the pre-arranged purchase

agreement, and using them as the underlying assets. Like KHFC's MBS, our SLBS is traded as a normal bond and is issued in seven or eight tranches of

senior SLBS, with maturities ranging from one to 20 years and a subordinated tranche with a maturity of 21 years.

By providing funding source for student loans through the issuance of SLBS, KHFC can more efficiently implement the government's student loan

policies than if it were done through other financing plans since it can set the repayment term at 20 years and provide benefits to more students.

Despite the surge in the spread caused by the global financial crisis in 2008, KHFC has maintained a stable student loan rate by improving the SLBS

issuance structure and reflecting profits from earlier securitization. 

| Summary of KHFC SLBS Issuance |

| Student Loan Interest Rate |

7 80

6.84

Underlying Assets

Amount Issued

Issuer

Issuance Structure

Conditions

Servicers

• Student loans originated by financial institutions (based on the pre-arranged purchase agreement)

• KRW300 to 600 billion (per issuance)

• Trust (KHFC is the trustee.)

• KHFC guarantees payment for the entire amount of principal and interest for senior SLBS.

• Multiple tranches are issued with various maturities (maturity tranching).

• Short-term tranches with a maturity of three years or less shall be repaid in their entirety by the expiration of the

maturity.

• Call option is available for mid/long-term tranches with a maturity of between 5 and 20 years.

(Starting from those with the shortest maturity, call option is partially available every 3 months. Grace period for

exercising call options set for each tranche.)

• Credit rating of AAA; listed in the bond market division of Korea Exchange; public offering

• Coupon: fixed rate (treasury bond yield plus spread)

• The financial institutions that transferred the loans shall provide loan servicing and receive monthly fees.

(%)

2nd Semester 
of 2005

1st Semester of
2006

2nd Semester of
2006

1st Semester of
2007

2nd Semester of
2007

1st Semester of
2008

2nd Semester of
2008

16   2008 ANNUAL REPORT

BUSINESS REVIEW



In 2008, KHFC issued senior SLBS amounting to KRW1,506 billion over four transactions. As for the distribution of maturities, a five-year maturity

accounted for 19.3% or KRW290 billion, the single largest share, while those with a maturity of seven years or more accounted for 54.1%. Between the

second half of 2005 and the end of 2008, KHFC issued SLBS totaling KRW5,371 billion, supporting about 1,947 thousand students with their college

studies while contributing to the nation's educational development and expansion of the long-term bond market. 

Major investors in KHFC SLBS issued in 2008 included banks, insurance companies, pension funds, investment trust companies, and securities

companies. Pension funds accounted for the largest share, taking up 37.2% or KRW560 billion, followed by insurance companies with KRW401 billion

and banks  with KRW375 billion.  

| SLBS Investment by Maturity and Investor in 2008 |

| Issuance Amount of SLBS by Year |

Note: Subordinated tranches excluded

Banks

Insurers

Pension Funds

Investment Trusts

Securities Companies

Total

1-year

30

36

-

24

6

96

(6.4)

2-year

55

20

30

35

-

140

(9.3)

3-year

65

10

60

30

-

165

(11.0)

5-year

170

5

70

10

35

290

(19.3)

7-year

45

20

140

-

30

235

(15.6)

10-year

10

120

155

-

-

285

(18.9)

15-year

-

170

95

-

-

265

(17.6)

20-year

-

20

10

-

-

30

(2.0)

Total

375
(24.9)

401
(26.6)

560
(37.2)

99
(6.6)

71
(4.7)

1,506
(100.0)

517

1,643 1,705

1,506

2005 2006 2007 2008

( KRW in billions)

(KRW in billions, %)
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Servicing and Administration 

As of the end of 2008, underlying asset balance were divided among KRW11,256 billion in Bogeumjari loans and KRW4,609 billion in student loans, for

a total of KRW15,865 billion. Cash-equivalent assets secured on time or through loan prepayment amounted to KRW2,716 billion, while total

MBS/SLBS amounted to KRW16,028 billion, divided between KRW11,191 billion in MBS and KRW4,837 billion in SLBS. 

| Underlying Assets and Debts as of the End of 2008 |

Note: 1) Including KRW1,984 billion of mortgage portfolio

Repayment of underlying assets has grown substantially, from KRW309 billion in 2004 to KRW1,790 billion in 2006. It fell to KRW1,657 billion in 2007

but bounced back to KRW1,953 billion in 2008. The share of total repayments taken up by student loans surged from 5% in 2006 to 15% in 2007, and

then to 22% in 2008.

Prepayment, which has an enormous influence on the cash flow of underlying assets, grew significantly from KRW236 billion in 2004 to KRW1,377

billion in 2006. After dropping slightly to KRW1,179 billion in 2007, it rose again to KRW1,415 billion in 2008. The prepayment rate of Bogeumjari loans

increased steadily, from 0.68% at the end of 2004 to 2.06% at the end of 2006, before dropping to 0.57% at the end of 2008. This was apparently due

to the decline in house transactions caused by a sluggish economy.

| Asset Repayment |

| Asset Prepayment |

(KRW in billions)

Bogeumjari Loan1)

Student Loan

Total

42

13

55

214,902

1,455,564

1,670,466

11,256

4,609

15,865

2,380

336

2,716

11,191

4,837

16,028

No. of Loans Loan Balance

No. of Trust
Pools

Cash-Equivalent
Assets

MBS/SLBS

2004

309

1,014

1,695

1,406

251

1,522

431

8
95

2005 2006 2007 2008

(KRW in billions)

2004

236

839

1,332

1,060

119

1,183

232

4 45

2005 2006 2007 2008

(KRW in billions)

Bogeumjari Loan

Student Loan

Bogeumjari Loan

Student Loan
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KHFC has issued MBS amounting to KRW16,343 billion (including KRW2,876 billion acquired by KoMoCo) and SLBS amounting to KRW5,371 billion

since its establishment, for a standing total of KRW21,714 billion. With KRW5,686 billion of this total already repaid, the balance of the securities stood

at KRW16,028 billion at the end of 2008.

| MBS/SLBS Balance as of the end of 2008 | 

Note: Subordinated tranches included

(KRW in billions)

MBS

SLBS

Total

16,343

5,371

21,714

3,134

534

3,668

2,018

-

2,018

5,152

534

5,686

11,191

4,837

16,028

Repayment Details

Repaid at Maturity Prepaid (Call Option) Total

Accumulated
Issuance Amount

Balance
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Housing Finance Credit Guarantees
The Housing Finance Credit Guarantee Fund (HFCGF) was established in 1988 to advance the nation's housing

financing system and contribute to enhanced public welfare and development of the nation's economy. From

the time of its establishment until the end of 2008, the HFCGF provided credit guarantees amounting to

KRW102 trillion to a total of 6 million households, in the process contributing to the housing stability of low-

income households.

In 2008, despite overall financial instability and a contraction of the real economy, the HFCGF developed

customized products such as a rent guarantee for long-term rental residences (SHift) and supplied guarantees

amounting to KRW6.8 trillion as a result of ongoing legislative and regulatory reform. The HFCGF also

established an independent operating system that precluded the need for further contribution from the

government, one year ahead of schedule (original plan was to secure independence by 2009) by improving its

screening system and making dedicated efforts from the management side. By doing so, KHFC has laid a

broader and more secure foundation for stable housing among low-income households.
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Main Goals Pursued in 2008

Fund Raising

The HFCGF is financed by contributions from the government and financial institutions, income from guarantee fees, collection of claims against

indemnity rights, and returns from fund investments, among others. In 2008, a total of KRW945 billion was raised, none of which came from the

government. It consisted of KRW431 billion in contributions from financial institutions, KRW63 billion in guarantee fee income, and KRW111 billion

from collections of claims against indemnity rights, among other sources.

The revision of the Enforcement Rule of the KHFC Act in May 2007 helped improve the efficiency of contribution system from the financial institutions.

It alleviated the government of a significant financial burden and lowered guarantee fees for low-income families.

Base Capital and Operating Multiple

HFCGF's base capital consists of a fund established by taking contributions from the government and financial institutions. These contributions and

retained earnings are together used to finance credit guarantees. In 2008, thanks to the decrease in guarantee events and subrogation and increase in

contributions from financial institutions, KHFC's net base capital rose to KRW1,109 billion, which is 79.7% higher than the previous year.

| Contributions and Net Base Capital |

The operating multiple, which equals the guarantee balance divided by total guarantee funds (net base capital plus borrowings from IBRD), is an

indicator of the stability of our credit guarantee operations. The operating multiple of the HFCGF, legally capped at thirty times total guarantee funds,

fell to 9.3 in 2008, its lowest since 2000.

(KRW in billions)

Contributions from the Government

Contributions from Financial Institutions

Net Base Capital

• We developed customized products and enhanced the market-friendly nature of the system, in the process strengthening

financial services for low-income households.

- In 2008, KHFC supplied KRW6.3 trillion in guarantees, up 22.9% from KRW5.1 trillion in 2007.

- KRW5.9 trillion was allocated to provide house rental/ purchase loans to non-homeowners among low-income households,

and KRW400 billion was supplied to small- and medium-sized construction companies to build rental housing.

Expanding Housing
Support for Low-
Income Households

• We improved the screening system and enhanced the efficiency of post-loan management, thereby reducing the incidence

of default and subrogation.

- In 2008, the default (guarantee event) rate fell to 2.7% and subrogation rate to 1.0%, the lowest in KHFC history.

- The amount paid in subrogation dropped markedly, from KRW360 billion in 2007 to KRW109 billion in 2008.

Strengthening Risk
Management

•We strengthened financial services for construction companies facing liquidity issues.

- KHFC provided credit guarantees amounting to KRW500 billion for P-CBO, whose underlying assets were corporate bonds

of construction companies.

Providing Liquidity to
Home Builders

•We drew up and implemented guarantee portfolios to provide credit guarantees primarily to non-homeowners

among low-income households.

- In 2008, KRW3.5 trillion out of a total KRW6.8 trillion in guarantees, or 52.5%, was used to finance rental housing.

•We significantly improved customer satisfaction levels through proactive management of our guarantee business to

cope with a changing environment and better meet customers' needs.

- In 2008, customer satisfaction improved by 19.9% over the previous year among KHFC's business partners and by 14.5%

among our credit guarantee customers. KHFC's PCSI, the customer satisfaction index of public corporations, improved by

4.6% year-on-year.

Adopting a More
Customer- Oriented
Approach

Goals Details of Implementation

2004

126

301

200

137

306

130 143

381

100

247

617

431

1,109

100

2005 2006 2007 2008
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| Operating Multiple by Year  |

Supply of Credit Guarantees

In 2008, the core mission of KHFC's credit guarantee operations was to "promote financial support for low-income households by expanding the

guarantee supply." To this end, KHFC did its best to reinforce its financial independence by strengthening risk management and provide more

housing support for low-income households by adopting a more customer-oriented approach.  

As a result, despite the ongoing financial crisis and slowdown in the domestic housing market, KHFC successfully provided KRW6,760 billion in

guarantees in 2008, which was KRW1,671 billion more than the previous year. In particular, KRW5,856 billion or 86.6% of guarantees provided went

directly to individual households, demonstrating KHFC's commitment to promoting stable housing among low-income households.

| Annual Credit Guarantee Amount since KHFC's Establishment |

As illustrated in the graph above, during the decade following its founding in 1998, the HFCGF provided guarantees amounting to KRW102 trillion to

a total of 6.1 million households. KRW75,188 billion was provided to 3.8 million households by way of direct guarantees for individual households and

another KRW26,611 billion was extended to 2.3 million households indirectly through home builders, a clear manifestation of KHFC's commitment to

improved housing stability among low-income households and a stable supply of financing for small- and medium-sized home builders.

| Cumulative Credit Guarantee Amount since HFCGF's Establishment |

Guarantees for Individual Households   

Guarantees for Home Builders

(KRW in billions)

2004

720

3,852

3,132

4,121

534

3,587

610

5,089

4,479

904

6,760

5,856

640

4,806

4,166

2005 2006 2007 2008

(KRW in billions)

Category

Net Base Capital (A)

Borrowings from IBRD (B)

Total Guarantee Funds (C=A+B)

Guarantee Balance (D)

Operating Multiple (E=D/C)

2004

301

238

539

11,890

22.1

2005

306

210

516

9,074

17.6

2006

381

182

563

8,111

14.4

2007

617

103

720

8,721

12.1

2008

1,109

113

1,222

11,406

9.3

Cumulative Credit Guarantee Amount

(KRW in trillions)

Cumulative Households Supported

(1,000 households)

1988 1993 1998 2003 2008

28.7

6.80.1

77.2

101.8

27

749

2,701

5,059

6,106
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In the category of guarantees provided directly to households, KHFC sought to continuously improve its credit scoring system and expand the scope

of its beneficiaries and the total value of guarantees furnished. KHFC provided KRW3,549 billion of guarantees on Chonsei(rental) loans, the most

noteworthy guarantee product targeting low-income households, through which it could alleviate many of the hardships that low-income

households experienced in paying up-front deposit for Chonsei 

As for guarantees on the installment payments for new apartment purchase during construction period, despite the weakened foundation for

guarantees resulting from the government's promotion of the post-construction sales system and the removal of most regions from speculative

zones (alleviation of LTV regulation), KHFC promoted the supply of guarantees for home builders and carried out aggressive marketing activities.

Thanks to such efforts, KHFC was able to provide KRW1,884 billion in such guarantees in 2008, which was KRW718 billion more than the previous year,

in the process alleviating the financial burdens experienced by actual housing consumers to some degree.

| Credit Guarantee Amount for Individual Households by Guarantee Type |

Meanwhile, in the category of guarantees provided to home builders, despite  a generally sluggish housing market conditions and poor performance

of the housing construction industry resulting from chronically weak housing sales and lower profitability, KHFC was able to provide guarantees in the

amount of KRW506 billion to P-CBO, whose underlying asset was corporate bonds issued by home builders. In total, KHFC provided home builders

with credit guarantees amounting to KRW904 billion, which was KRW294 billion more than the previous year, in the process helping construction

companies better cope with their financial difficulties. 

| Credit Guarantees Amount for Home Builders by Guarantee Type |
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121

(13.4%)

506

(56.0%)

423

(7.2%)

277

(30.6%)

Note: Figures in [   ] represent percentage of total guarantee amount for individual households  (KRW5,856 billion)

Note: Figures in [   ] represent percentage of total guarantee amount for home builders (KRW904 billion)

1,884

(32.2%)

3,549

(60.6%)

House Rental(Chonsei)

Installment Payments for New Apartment Purchase
during Construction Period

House Purchase

P-CBO

Project Financing (PF)

Funds for Construction

(KRW in billions)

(KRW in billions)



Major Customers of HFCGF 

In terms of guarantees for individual households, support is directed mainly at low-income households with an annual income of KRW30 million or

less, a CSS (credit scoring system) grade of 6 or lower, or residing in a home that is 85m2 or smaller. Likewise, guarantees for home builders are

provided mainly to construction companies that build rental housing for non-homeowner low-income households, small-and medium-sized home

builders, and home builders based in provincial areas, which tend to be relatively less financially secure.

| HFCGF Customers as of the end of 2008 (Based on No. of Guarantees) |

Management of Default(Guarantee Event)

Thanks to a better screening system and stronger risk management resulting from enhanced management efficiency, KHFC's net default growth rate

(net default growth amount divided by guarantee balance) has stayed below 0.1% for three consecutive years. Even though KHFC expanded its

guarantee volume in 2008, defaults were maintained at KRW313 billion, or 2.7% of guarantee balance, demonstrating the soundness of KHFC's

guarantee operations. Subrogation also stayed at 1.0% of guarantee balance, or KRW109 billion, the lowest in KHFC history.

When KHFC was founded in 2004, the outstanding balance of default stood at KRW1.7 trillion, owing to the after-effects of the Asian financial crisis of

the late 1990s. By the end of 2008, however, KHFC had managed to reduce its outstanding default balance to KRW546 billion through proactive

efforts to normalize default and timely subrogation. KHFC has achieved greater financial independence and can now completely cover subrogation

solely from the contributions of financial institutions.

| Net Increase in Default and Outstanding Balance |

Note: Net default growth amount = defaulted amount  - normalized amount
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Outstanding Balance of Default 

Annual income KRW30 million or less

CSS grade 6 or lower

House size 85m2  or smaller

Rental home builders

Small- and medium-sized companies

Companies based in provincial areas

Net Default Growth Amount

2004

562

1,688

85.0%

61.3%

96.5%

60.2%

92.7%

84.0%

246

1,455

11

1,038

-92

628

17

546

2005 2006 2007 2008

Guarantees
for Individual
Households

Guarantees
for Home
Builders

(KRW in billions)



Management of Indemnity Rights

In 2008, many Koreans lost their jobs and more people than ever went bankrupt or were exempted from debts in the midst of an economic

downturn. Measures for debt collection became less valuable, further aggravating the collection climate. To overcome such difficulties, KHFC

established two additional collection management centers to manage the numerous small claims, adopted a "select and focus" approach supported

by a claim management system that determines the likelihood of recovery from individual debtors, and engaged in a special collection campaign for

eight months. Thanks to such determined efforts in 2008, KHFC recovered indemnity rights totaling KRW111 billion, further improving the financial

condition of the HFCGF. 

Meanwhile, in December 2008, KHFC entrusted the recovery of about 40,000 special individual claims(KRW496 billion) of low collectibility to four

debt-collection companies, in order that KHFC could focus on more collectable claims and improve the efficiency of the overall recovery process.

| Aggregate Recovery Ratio of Indemnity Rights |

Note: Aggregate recovery ratio = Total amount of indemnity rights recovered / Total fulfillment of subrogation 100

(since HFCGF's establishment in 1988) 
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Reverse Mortgage Guarantees
JooTaekYeonKeum (JTYK) is a reverse mortgage program that was launched by KHFC on July 12, 2007. It allows

senior citizens to provide their homes as collateral and obtain loans in the form of monthly pension benefits.

This program provides financial and housing security to seniors who own their houses but lack cash income, for

the remainder of their life.

During the one and a half years since JTYK's launch, KHFC has provided KRW27 billion in JTYK loans and

KRW1,466 billion in JTYK guarantees to 1,210 individuals, in the process expanding the market for reverse

mortgages successfully enough for JTYK to establish itself as a viable means of attaining financial stability after

retirement.



Main Goals Pursued in 2008

Base Capital 

Following the amendment of the KHFC Act in April 2007, reverse mortgage guarantee accounts were set up within the Housing Finance Credit

Guarantee Fund, which is the financial base for the JTYK guarantee business.

The base capital consists of contributions from the government and financial institutions, and the sum of the base capital and retained earnings is

used to finance credit guarantees. In 2008, the net base capital increased by 50.9% year-on-year to KRW16 billion, and the operating multiple rose

from 0.42 of last year to 1.65.

Product Design

The two main features of JTYK are: i) seniors and their spouses can receive monthly payments throughout their lives while living in their own home

and ii) they always have the option of setting aside a certain part of their loan and withdrawing the money at any time for contingencies such as

expenses for urgent medical treatments.

From the standpoint of KHFC, JTYK, as a reverse mortgage program, presents three major risks. The first is the volatility in the value of properties, when

house prices do not increase as much as KHFC projected. The second is interest rate volatility, which can be a problem when loan interest rates are

higher than the level KHFC forecasted. Third, there is longevity risk, meaning that borrowers may live longer than KHFC anticipates. KHFC underwrites

all of these risks from financial institutions through public guarantees, and, going beyond merely underwriting the risks, it has designed a model to

calculate optimal monthly payouts under the principle of "equal earnings and expenditures" based on reasonable assumptions. 

• Permitted borrowing by those with senior loans by
expanding the use of  lines of credit

• Made it possible to change payment options
• Introduced new payment options

(i.e., increasing payment type and decreasing payment type)
• Increased the value limit of eligible properties to KRW900

million

• Streamlined the customer evaluation system
- Eased the necessary conditions for lines of credit, etc. 

• Improved evaluation process to shorten time needed for
completion
- Introduced standard evaluation period
- Established a system for confirming whether a household

has one residence.

• Promoted JTYK as a brand name
- By conducting field-based marketing

(at senior/silver expos, etc.) 
- By introducing JTYK to overseas governments   
- By improving Web-based content    

• Developed targeted marketing efforts to establish a broader
sales base
- Joint marketing efforts together with financial institutions
- Conducted special marketing campaign to mark one-year

anniversary                                                                   

• KHFC has reduced the time needed to carry out evaluations
of potential new borrowers.   

• Work flow has been streamlined thanks to less strict
evaluation criteria and an improved computer system.

• Brand recognition of JTYK improved in 2008. (68.4%, up
20.4% year-on-year)  

• Customer satisfaction with JTYK Web site improved.
(88.2 points, 21 points higher than before Web site overhaul)

• More branches of financial institutions now sell JTYK.

Improving Customer

Satisfaction through

Product Development

Increasing Productivity

by Standardizing the

Evaluation System

Pursuing PR/Marketing

Activities to Strengthen

Brand Recognition 

Goals Details of Implementation

• By creating new demand, JTYK payment goals were
exceeded (KRW23 billion, 147%).

• Through solving the complaints from customers,
customer satisfaction improved (74.4 points).   

Results

(KRW in millions)

Base Capital (A)

Retained Earnings (Deficit) (B)

Net Base Capital (C=A+B)

Guarantee Balance (D)

Operating Multiple (E=D/C)

2007

10,001

594

10,595

4,420

0.42 times

2008

16,325

(334)

15,991

26,463

1.65 times
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Product Descriptions

Seniors who own a house but do not have sufficient income to support themselves can provide their home as a collateral and receive monthly

payments for the remainder of their lives as a means of securing lifetime housing and income stability. The specifics of JTYK are provided below:

| Benefits |

| Borrower Qualifications |

Longevity Table

Guarantee Fees

Monthly Payouts

PV of Earnings = = PV of Expenditures

House Price Growth Estimated Interest Rate Other Variables

Equal Earnings 
and 

Expenditures

Housing and Benefits for Life

Government Ensured

Low-Interest Rate

Low Upfront Costs

Tax Breaks

Detailed Description

• The residence and pension benefits shall be guaranteed throughout the lifetime of the borrower and his/her spouse.

• The government provide the guarantee for life-time continuous payments under reverse mortgage.

• Variable rates are applied (3-month CD rate plus 1.1%) which are lower than normal mortgage rates.

• Borrowers are exempted from registration tax, education tax, special rural aid tax, and the obligation to buy national

housing bonds.

• Borrowers shall be given a 25% discount on property tax. (applicable to properties worth KRW300 million or less, net

size of 85m2 or smaller, and annual income of KRW12 million or less)

• Income deduction for tax calculation shall be granted for up to KRW2 million of interest payment amount on loans

(applicable to properties worth KRW300 million or less and borrower with annual income of KRW12 million or less)

Age

Number of Houses Owned

Credit Rating

60 or older

1

Acceptable

Qualification Detailed Description

• The borrower and the spouse must be aged 60 or older.

• The borrower and his/her spouse must own one house in total at the time of subscription. 

• The borrower must have a decent and acceptable credit rating with which he/she can take

out new loans from financial institutions and must have no credit information classified as

"credit alerts" on his/her credit record.
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| Residence Requirements |

Supply of JTYK

JTYK made a smooth entry into the reverse-mortgage market as the product was designed to meet the needs of seniors in terms of low upfront costs,

higher monthly payments compared to private reverse-mortgage products, the introduction of lines of credit, tax breaks, and other features. KHFC

provided KRW4.4 billion in JTYK loans, which was distributed among 515 beneficiaries between the time of the product's launch in July 2007 and the

end of 2007, and provided guarantees amounting to KRW23 billion in 2008, which was distributed among 695 beneficiaries.

| Monthly Cumulative Payments under JTYK Loans in 2008 |

Positive Effects of JTYK

The introduction of JTYK gives KHFC a means of ensuring housing and financial security for senior citizens. It also enables the government to provide

a social safety net for seniors at minimal cost. Since housing equity is converted to cash through this program, it encourages consumption by seniors

and eases the pressure on younger family members to support their elders. JTYK has stimulated the national economy by boosting consumption,

investment, and employment. 

0.9 1.6

39

110
166

237

316

391
438

493

571

631

695

61

2.4
4.4

6.4

9.0
11.2

13.2
15.1

17.6

20.0

23.0

Jan.

Amount Paid (KRW in billions)

No. of Borrowers

Feb. Mar. Apr. May. Jun. Jul. Aug. Sep. Oct. Nov. Dec.

House Type

Occupancy

House Price

Ownership 
Infringement

Mortgage Rights

Rental Contract

"House" as stipulated by the Housing Act

De-facto occupancy

KRW900 million or less

Not allowed

Not allowed

Not allowed

Requirement Detailed Description

• Detached house, multi-family house, tenement house,  apartment

• The owner or his/her spouse must live in the residence.

• The market value shall be decided based on the estimated price at the time of the
guarantee decision.

• No auction, foreclosure, provisional foreclosure, provisional disposition, or
provisional registration is allowed.

• No mortgage or Chonsei(lease) right is allowed.

• No deposit-based rental agreement is allowed.
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Student Loan Credit Guarantees
The Student Loan Credit Guarantee Fund (SLCGF) was established in August 2005 to give all students an equal

opportunity to pursue advanced education and to improve the fiscal efficiency of financing the nation's higher

education.

In 2008, KHFC provided student loan credit guarantees amounting to KRW2,114 billion, which were distributed

among 635 thousand students. The number of beneficiaries increased 3% from the previous year, while the

monetary amount of such guarantees increased 10% over the same period. The number of beneficiaries of

zero-interest or low-interest student loans for low-income households increased sharply, from 169 thousand in

2007 to 385 thousand in 2008. This successful undertaking indicates that KHFC has fully realized the objective

of the SLCGF - to allow any able and determined person to pursue higher education.



Main Goals Pursued in 2008

Fund Raising and Operations

The Student Loan Credit Guarantee Fund is financed with contributions from government and non-government entities, income from guarantee

fees, collection of claims against indemnity rights, returns from fund investments, loans from funds managed or operated by the government, and

other sources as designated by the Presidential Decree to finance the SLCGF.

In 2008, the SLCGF raised a total of KRW889 billion, which was 123% more than the KRW398 billion in 2007 and included KRW612 billion in

government contributions, KRW198 billion in deposit withdrawals, KRW55 billion in guarantee fees, KRW19 billion in interest income, and KRW5 billion

in collection of claims. Among this, KRW124 billion was spent to provide subsidy on interest differentials, KRW42 billion to cover subrogation, KRW4

billion to return guarantee fees, and KRW80 billion to cover administration expenses. The remaining KRW639 billion has been deposited with financial

institutions.    

Meanwhile, the guarantee funds (government contribution balance of KRW628 billion minus deficit of KRW42 billion) totaled KRW586 billion, which is

178% more than the 211 billion of the previous year, yielding a drastic cut in the operating multiple from 16.5 in 2007 to 8.7 in 2008.

| Fund Raising and Operation in 2008 |

Expanding Base Capital

Improving System to
Meet Customers' Needs

Enhancing  Soundness
of Business

Supporting  Low-
Income Households

Providing  Scholarships

Goals

• Secure more contributions from the government and
strengthen the foundation of the guarantee business

• Increase the guarantee limit
• Extend the guarantee period
• Provide living expenses to more students
• Improve the online portal system

• Reform the credit evaluation system
• Establish a system to assess customer behavior
• Provide financial education online

• Provide living expenses to more students
• Provide interest subsidy on student loans to more students

• Provide scholarships to students under the National
Basic Living Security Plan

• Provide scholarships to humanities majors in colleges
located in provincial areas

Description

• Stable supply of guarantees

• Improved customer satisfaction

• Sounder credit guarantee operations

• More opportunities for students from low-
income households to pursue higher education

• Better support for low-income families and
students in provincial areas

Anticipated Benefits
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55
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5
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639

124

42
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Fund Raising Operation

Contributions 

(889) (889)

Guarantee Fee 

Interest Income

Collection of Claims

Deposit Withdrawal

Deposits

Subsidy on Interest Differentials

Subrogation 

Return of Guarantee Fees 

SLCGF Administration Expenses

(KRW in billions)(KRW in billions)



| Guarantee Outstanding Balance, Guarantee Funds and Operating Multiple |

Supply of Credit Guarantees

In 2008, thanks to the significant increase in guarantee funds and growing demand resulting from ongoing systemic improvements, the SLCGF

provided KRW2,114 billion in credit guarantees, which were distributed among 635 thousand students.

| Student Loan Credit Guarantees by Year |

Further analysis of the SLCGF's guarantee issuance in 2008 shows that, in terms of the number of beneficiaries, regular interest guarantees accounted

for 39.4%, low-interest guarantees to low-income students enrolled in non-science/engineering majors took up 36.2%, and zero-interest guarantees

to low-income students enrolled in science/engineering majors accounted for 24.4%. As for types of colleges, students enrolled in private universities

accounted for the largest proportion of loan recipients, at 86.3% or 548 thousand; students enrolled in national universities represented 12.3%; and

those at other public universities accounted for 1.4%. In terms of program types, undergraduate students at four-year universities represented the

largest share at 63.8% or 405 thousand students, while students at two-year colleges accounted for 28% and those at graduate schools represented 8.2%.

| Number of Student Loan Beneficiaries by Guarantee Type, College Type, and School Program |

2005

2006

2007

2008

Guarantee Outstanding Balance (KRW in billions)

1,832

3,482

5,108

461

Guarantee Funds(KRW in billions)

127
211

586

44

Operating Multiple(times)

14.4

16.5

8.7

10.6

(1000 students, KRW in billions)

Regular Interest

Low-Interest

Zero-Interest

Total

141

18

23

182

359

46

65

470

433

32

50

515

1,227

90

146

1,463

446

110

59

615

1,414

324

178

1,916

250

230

155

635

872

747

495

2,114

1,269

390

288

1,947

3,872

1,208

884

5,964

No. of Students Amount No. of Students Amount No. of Students Amount Amount No. of Students Amount

2nd Semester of 2005 2006 2007 2008 Total

(1,000 students)

2005

2006

2007

2008

141(77.5%)

433(84.1%)

446(72.5%)

250(39.4%)

18(9.9%)

32(6.2%)

110(17.9%)

230(36.2%)

23(12.6%)

50(9.7%)

59(9.6%)

155(24.4%)

160(87.9%)

447(86.8%)

532(86.5%)

548(86.3%)

20(11.0%)

60(11.7%)

74(12.0%)

78(12.3%)

2(1.1%)

8(1.6%)

9(1.5%)

9(1.4%)

122(67.0%)

336(65.2%)

391(63.6%)

405(63.8%)

47(25.8%)

142(27.6%)

176(28.6%)

178(28.0%)

13(7.1%)

37(7.2%)

48(7.8%)

52(8.2%)

182(100%)

515(100%)

615(100%)

635(100%)

Regular Zero-Interest National GraduateLow-Interest Private Public Junior College

Guarantee Type College Type School Program
Total
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Subsidy on Interest Differentials

Before the establishment of SLCGF, the government had provided the subsidy on interest differentials to not only low-income students majoring in

science/engineering but also general students. However, beginning in the fall semester of 2005, when the loan guarantee program was launched in

an effort to raise the efficiency of the government's financial operations, subsidy on interest on student loans has been limited to students from low-

income households. In 2008, reflecting the government's policy line of placing greater focus on students from low-income households, the SLCGF

provided a much-increased KRW125 billion in subsidy on interest.

| Interest Subsidy on Student Loans |

Delinquency Management 

As part of its efforts to prevent loan delinquency, KHFC has, in conjunction with the Kyunghyang Daily newspaper, operated courses in personal finance at

Chungnam National University and Myongji University, since the fall semester of 2008. By the end of 2008, KHFC had fully established the "e-Learning

system," a mandatory course for students wishing to apply for a student loan starting in the spring semester of 2009. To encourage university

administration to play an active part in post-loan management, KHFC has carried out the "low delinquency campaign," through which it identifies and

rewards universities that perform the program successfully while providing field studies and instruction to those with a higher-than-average student loan

delinquency rate. Thanks to such efforts, as of the end of 2008 the SLCGF delinquency rate stood at 3.1%, which is 0.2%p lower than the previous year. 

| Delinquent Amount and Delinquency Rate |

Management of Indemnity Rights

To prevent the occurrence of indemnity rights, KHFC ensures that long-term delinquents are closely monitored by contact center personnel. Its efforts to

prevent the occurrence of indemnity rights  include sending informational letters to remind delinquents of the disadvantages they could face when KHFC

begins the recovery process. Fulfillments of surety obligations, which were first due in May 2006, amounted to KRW2.2 billion in 2006 (779 accounts),

KRW14.7 billion in 2007 (5,182 accounts), and KRW42.5 billion in 2008 (14,463 accounts). KHFC recovered KRW100 million in 2006, KRW1 billion in 2007, and

KRW4.6 billion in 2008.

| Indemnity Rights |

Because most SLCGF customers do not have income or assets, indemnity rights of student loans generally cannot be recovered by exercising rights on

collateral. For this reason, KHFC collects and utilizes information available from public institutions and offers voluntary/installment repayment schemes for

the recovery of indemnity rights. Starting in 2007, borrowers can sign up for installment repayment agreements online instead of having to visit a KHFC

office in person, which has made the process more convenient. In an effort to motivate SLCGF customers to repay their loans, KHFC also supports

customers' credit recovery if they opt for installment-based repayment.

(KRW in billions)

Interest subsidy on student loans taken
out after the launch of SLCGF

Interest subsidy on student Loans taken out
before the launch of SLCGF

Delinquent Amount (KRW in billions)

Delinquency Rate(%)

2005

3

2006 2007 2008

2005 2006 2007 2008

110

10

2.1

3.2 3.3
3.1

16

85

33

63

79

46

Subrogated Amount

Recovered Amount

Outstanding Balance

2.2

0.1

2.1

14.7

1.0

15.8

42.5

4.6

53.7

2006 2007 2008

KHFC 33

Note : According to the Asset Soundness Classification of the Financial Supervisory Service, loans delinquent over one month are included in the delinquency data.

59

114
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(KRW in billions)
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LIKE A
TRUSTED 

FRIEND,

Through the effective operation of decision-making bodies such as the Housing Finance

Management Committee, Board of Directors, and Management Committee, KHFC has

maintained fair and transparent management. KHFC has placed special emphasis on

responsible management by successfully operating its Board of Directors and promoting the

active participation of non-executive board members. With a more efficient and customer-

friendly organizational structure, KHFC is well-positioned to deal proactively with today's ever-

changing business environment.

KHFC Keeps Its Promises

Corporate

Governance

CORPORATE GOVERNANCE



The Housing Finance Management Committee (HFMC) is the highest decision-making body within KHFC. It reviews and makes decisions on all

significant issues. The agenda can include formulation of and amendments to the basic operational policy and business plan; amendment to the

articles of incorporation; budget planning, revision, and settlement; mortgage underwriting criteria; establishment and modification of operating

plans for the Housing Finance Credit Guarantee Fund; and write-offs of indemnity rights.

The HFMC consists of six members including the KHFC's president & CEO, who serves as its chairman, one government official representing the

Financial Services Commission (FSC), one official from the Ministry of Land, Transport and Maritime Affairs (MLTM), one individual appointed by the

FSC from among executives of financial institutions or housing finance experts, and two individuals appointed by the FSC at the recommendation of

MLTM and the Bank of Korea, respectively. The term of the appointed members is two years.

| Members of Housing Finance Management Committee |

Regular meetings are held in February, June, and December and extraordinary meetings may be held upon the request of the chairman or a majority

of the members.

In 2008, the committee held five meetings and dealt with 22 agenda items.
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Korea Housing Finance Corporation

Financial Services Commission

Ministry of Land, Transport and Maritime Affairs

Korea University

Altplus E&C Co., Ltd.

Seoul Money Brokerage Services, Ltd. 

President and CEO

Commissioner

Assistant Minister for Housing and Land

Professor

Chairman

Advisor

Lim, Joo Jae 

Lim, Seung Tae

Han, Man Hee

Park, Kyung Suh

Lee, Dong Sung

Park, Jae Joon

Affiliation Position Name

(As of the end of March 2009)

Housing Finance Management Committee



| Major Agenda Items of Housing Finance Management Committee in 2008 |
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1st Meeting

(Feb. 28)

2nd Meeting

(Jun. 27)

3rd Meeting

(Oct. 15)

4th Meeting

(Oct. 31)

5th Meeting

(Dec. 19)

• FY 2007 KHFC settlement and measures on profits (proposal)

• FY 2007 Housing Finance Credit Guarantee Fund settlement  (proposal)

• FY 2007 Reverse Mortgage Guarantee Accounts settlement (proposal)

• Revision (proposal) of Articles of Incorporation of KHFC

• Revision (proposal) of rules of the Housing Finance Management
Committee

• 2009 Housing Finance Credit Guarantee Fund operations plan (proposal)

• Revision (proposal) of asset investment guidelines for Housing Finance
Credit Guarantee Fund 

• Bonus payments (proposal) to executives for 2007 performance 

• Report on 2008-8 MBS issuance

• Revision of mortgage underwriting criteria

• 2009 business plan (proposal)

• 2009 KHFC budget (proposal)

• Maximum operation (proposal) of housing finance credit guarantees

• Revision (proposal) of JTYK guarantee standards

• 2008 indemnity right write-offs (proposal) of the Housing Finance Credit
Guarantee Fund

Agenda/Resolution Items



Board of Directors
The board of directors (BOD) is KHFC's chief executive body, chaired by the president and CEO of KHFC. In addition to the president & CEO, it consists

of executive directors and non-executive directors. The BOD examines and makes decisions on issues requiring the review and decision of the

Housing Finance Management Committee; borrowing and repayment plans; recommendations for executives; establishment, elimination, and

revision of human resource-related and organizational rules; establishment, elimination, and revision of BOD rules and the rules of its subcommittees;

changes in capital stock; matters requiring the government's approval; sales of indemnity rights; and other matters regarded as necessary by the BOD

or the president & CEO. The auditor may attend the BOD meetings and state his/her opinions.  

The president & CEO is appointed or dismissed by the president of the Republic of Korea (ROK) following nomination by the chairman of the FSC after

multiple recommendations from the Executive Recommendation Committee. The auditor is appointed and dismissed by the president of the ROK

after nomination by the minister of the Ministry of Strategy and Finance, following multiple recommendations from the Executive Recommendation

Committee and deliberation and voting by the Public Organization Operation Committee. The vice president and executive directors are appointed

or dismissed by the FSC after nomination by the president & CEO, following multiple recommendations from the Executive Recommendation

Committee, while non-executive directors are appointed or dismissed by the FSC after multiple recommendations from the Executive

Recommendation Committee and deliberation and voting by the Public Organization Operation Committee. The term of the president & CEO is three

years, while that of other members is two years. Based on the findings of performance evaluations in accordance with applicable laws, their terms

may be extended on a year-by-year basis.

The BOD holds a regular meeting every month and may hold extraordinary meetings upon the request of the BOD chairman or at least one-third of

its full membership.

In 2008, the BOD held 16 meetings and processed 79 agenda items, 11 more than the previous year. The increase in the number of agenda items

handled by the BOD is attributed to the need to improve the system so that it is better equipped to promote economic stability in low and moderate

income households and the financial market in the midst of a financial crisis.

| Members of the Board of Directors  |
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President & CEO 

Vice President 

Executive Director

Executive Director

Executive Director

Executive Director

Title

Lim, Joo Jae

Park, Jae Hwan

Kim, Kang Yong

Choi, Byung Soo

Ahn, Sang Mo

Lee, Sung Woo

Name

Senior Non-executive Director

Non-executive Director

Non-executive Director

Non-executive Director

Non-executive Director

Non-executive Director 

Title

Kim, Kyung Hwan

(Sogang Univ. Professor)

Ahn, Dong Kyu

(Keumkang Heavy Industry Chairman)

Kim, Hee Kyung

(Sangmyung Univ. Professor)

Oh, Jong Nam

(Seoul National Univ. Professor)

Kim, Bang Hee

(Life Economy Research Institute President)

Lee, Doo Won

(Yonsei Univ. Professor)

Name

(As of the end of April 2009)



❶❷ ❸

❻ ❹ ❺ ❼

1. Lim, Joo Jae / President & CEO

2. Lee, Tae Seob/ Auditor

3. Park, Jae Hwan / Vice President 

4. Kim, Kang Yong / Executive Director

5. Choi, Byung Soo / Executive Director

6. Ahn, Sang Mo / Executive Director

7. Lee, Sung Woo / Executive Director
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The BOD has two subcommittees in place to which it delegates some of its authority: the Risk Management Committee and the Specialized Review

Subcommittee.  

Consisting of an executive director and a non-executive director appointed by the BOD and an executive director in charge of risk management, the

Risk Management Committee deliberates and makes decisions on such issues as establishing risk management policies and strategies; determining

risk limits for total capital as well as each type of risk; and revising risk management rules. The Risk Management Committee holds a regular meeting

once per quarter and may convene extraordinary meetings when deemed necessary by its chairman. The committee notifies each BOD member of

its decisions and the BOD may engage in another resolution process regarding such decisions.

The Risk Management Committee held four meetings and processed eight agenda items in 2008. 

The Specialized Review Subcommittee is a mechanism for deliberating on major agenda items to be addressed by the BOD. It has its own

subcommittees such as the Strategy Review Committee, the Operation Review Committee, and the Financial Review Committee, whose

membership consists of two or more BOD members including at least one non-executive director appointed by the BOD and the BOD member in

charge of the department which proposed the relevant agenda item. The terms of all members including the chairman are one year and the secretary

of the committee calls meetings in consultation with the chairman. The outcomes of deliberations conducted by the Specialized Review

Subcommittee are reported to the BOD.

The Specialized Review Subcommittee convened 11 meetings and processed 18 agenda items in 2008.

| Matters Discussed by the Specialized Review Subcommittee in 2008 |

Specialized Subcommittees
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• Establishment and amendment of basic

guidelines for business operations

• Establishment and amendment of business

plans

• Revision of articles of incorporation

• Matters related to the operation of the

Housing Finance Management Committee

• Establishment, elimination, and revision of

rules of the BOD and its subcommittees

• Matters related to mortgage underwriting

criteria

• Guarantee standards of JTYK

• Write-offs of indemnity rights

• Exceptions to issuance of MBS

• Establishment, elimination, and revision of

rules subject to resolution by the BOD

• Establishment, amendment, and settlement

of budget

• Establishment and amendment of

operations plan of the Housing Finance

Credit Guarantee Fund

• Establishment and amendment of asset

investment guidelines

•Measures for remaining profits

• Use of extra budget

Strategy Review
Committee

Operation Review
Committee

Financial Review
Committee



Management Committee
The Management Committee consists of the president & CEO, the vice president, and executive directors, and is chaired by the president & CEO. Its

duties include deliberation and decision-making on establishment, elimination, and revision of all rules with the exception of those requiring

resolution by the BOD; entrustment of work; key issues related to securitization, credit guarantees, JTYK, and surety obligations; matters delegated to it

by the BOD; and other issues deemed necessary by the president & CEO.  

The Management Committee convened 27 meetings and processed 49 agenda items in 2008.

In January 2009, KHFC streamlined its organizational structure from 22 departments in five groups to 21 departments in four groups, to allow itself to

deal more proactively with changes in the business environment. Previously, there had been Securitization, Guarantee Operating, Corporate Planning

and Management, Research and Service,and Asset & Subrogation groups, but following restructuring the Asset & Subrogation Group was eliminated

and its primary function - the recovery of special claims - was largely outsourced as a means of increasing the efficiency of claims management. 
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CEO 

Vice President 

Securitization
Group

Securitization Planning
Department

Securitization Business
Department

Asset Management
Department

Research & Service
Group

Auditor

Innovation Office Auditing Office

Note : 1) As of the end of March 2009   2)              : Transferred to Korea Student Aid Foundation (May 2009)

16 offices (13 branches and 3 Collection Management Centers)

Risk Management
Department

Corporate
Communications

Office

Organization

Guarantee
Operating Group

Corporate Planning &
Management Group

Housing Credit
Guarantee Department

Strategic Planning
Department

Lifecycle Finance
Research Department

IT Planning Office

General Affairs Office

Human Resources
Department

Customer Service
Center

IT Operation Center

Financial Management
Department

Performance Evaluation
Office

Reverse Mortgage
Department

Student Loan Credit
Guarantee Department

Fund Subrogation
Office

Student Loan
Subrogation Department



Ethical
Management

Internal 
Controls

Risk
Management

Contributions 
to Society



Recognizing that ethical management is an essential factor in enhancing competitiveness and

pursuing sustainable growth, KHFC has monitored and controlled its operations in a systematic

and organized manner. KHFC has also contributed to improving the quality of life in Korean

society through the voluntary participation of its employees in a variety of community services,

particularly those closely related to the work of KHFC. 

KHFC
Annual Report 2008

FOR A
BETTER

FUTURE,
KHFC Is Ushering in an Era of Hope

Corporate

Sustainability

CORPORATE SUSTAINABILITY



Ethical Management

Purpose

KHFC endeavors to win the trust and support of the Korean public by practicing ethical management and fulfilling its mission of "contributing to the

enhancement of public welfare and advancement of the national economy through housing financing." 

Implementation System

To promote the organization-wide practice and dissemination of ethical management, KHFC has established and now operates an ethical

management system, as illustrated below, which tightly connects the three stages of implementation, monitoring, and evaluation/feedback.

윤리경영시스템

Monitoring 

Evaluation/
Feedback 

•Leadership of the CEO

•Organizational reform 

•Establishment and operation of ethical
management rules

•Education and implementation program

•Social contribution activities

•Ethical self-evaluation system 

•Integrity survey

•Internal auditing

•Internal performance evaluation 

•Rewards for ethical branches, departments,
and employees

•Ethics diagnosis

Ethical

Management

System 

Promote ethical management

Practice ethical management

Strengthen ethical management 
infrastructure
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Main Goals Pursued in 2008

In 2008, KHFC established and undertook four main goals - to improve its ethical management system, to develop an organizational culture that is

conducive to ethical management, to strengthen ethical risk management, and to pursue socially responsible activities - based on the determination

of the management and the voluntary participation of all employees. In October 2008, KHFC gained membership in the United Nations Global

Compact, thereby laying the foundation for practicing global standards of ethical management. Provided below are the major ethical management

tasks pursued in 2008.

Going forward, all KHFC employees will continue to do their best to develop a cleaner and more transparent corporate culture by sharing and

practicing ethical values and complying with the KHFC Code of Ethics.

KHFC has established a number of internal control systems to assure transparency and reinforce confidence in its operations.

KHFC systematically allocates, modifies, and manages responsibilities according to its organizational management regulations, including rules

regarding its rank system, duties, and authorities. Each position is duly invested with the authority to perform its functions and is held accountable.

The budget planning departments and the implementation departments are separated for the sake of internal control. The Risk Management

Department is separated from the business departments and is run independently to assure systematic internal control on a continuous basis. The

Fund Investment Review Committee, which examines management plans to identify liquid assets, includes outside non-governmental experts as

members to ensure the provision of necessary expertise and objectivity in its reviews and to reinforce control over fund investment. The asset

management system and IT support for clearance and transfer affairs effectively separate the investment and settlement functions and systematically

eliminate operational risks.

The auditor, who is independent of KHFC's decision-making and implementation bodies, attends BOD and Management Committee meetings and

can express his/her opinion on internal controls. The Auditing Office, which has been established directly below the auditor, conducts

comprehensive, special, and regular audits of the organization and overall operations with the intent of raising the efficiency and transparency of

business operations.

In 2008, by building a real-time financial account monitoring system (EAGLE-I) and auditing information system, KHFC shifted its focus from simply

pointing out mistakes to making recommendations and issuing notices to recommend improvements to systems, regulations, and the business

environment, which has ultimately contributed to raising organizational value. KHFC also stepped up preventive measures, such as regular auditing of

financial transactions, in order to establish a management system with an effectively functioning internal control system. 

Tasks

Ethical Management Declaration Ceremony (Jan.)

Independent ethical management/ integrity survey (Jun.)

Ethical management workshop (Aug.)

Revision of the Employee Code of Ethics (Jun. and Dec.)

Membership in UN Global Compact (Oct.)

Voluntary Commitment to Integrity Conference (Dec.)

Demonstrated the CEO's leadership in the area of ethical management

Identified areas needing improvement through the survey

Strengthened the role of the ethical management ombudsman 

Strengthened rules that foster an ethical corporate culture

Laid the foundation for the practice of ethical management in line with global standards

Declared KHFC's commitment to ethical management to its employees and the outside

world

Detailed Description
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To ensure stable management through adequate management of capital and to maximize profit against risks to be able to pursue sustainable

growth, KHFC has established a department dedicated to risk management directly under the vice president, which comprehensively manages the

various risks and uncertainties inherent in overall operations. 

The Risk Management Committee is a subcommittee of the BOD, which serves as the chief decision-making body regarding company-wide risk

management affairs. The Risk Management Committee includes non-executive directors to ensure independence of risk management and addresses

matters such as risk management strategies, total risk limits, and limits for each type of risk. In addition, the Risk Management Review Council reviews

and makes decisions on pending issues including risk limits for each type of risk, issuance of MBS, mortgage portfolio, and interest rates of Bogeumjari

and student loans, while the Working-Level Risk Management Meeting, an inter-departmental working-level reviewing body, facilitates risk

management affairs.

| Organizational Chart for Risk Management |

Each business unit at KHFC where there is some degree of risk bears primary responsibility for managing that risk. The Risk Management Department,

which is independent of the business units, performs checks and balances as well as preventive and posterior risk management. It decentralizes risk to

prevent an excessive concentration of risk in any one area. It also sets tolerable risk limits for each business unit based on its profit generation capacity

and equity capital, and monitors compliance.

The primary responsibilities of the Risk Management Department include establishing organization-wide risk management strategies; setting,

allocating, and managing risk capital limits; and pre-screening risk during the development of new products and introduction of new systems. The

Risk Management Department also manages market risk, credit risk, and liquidity risk with regard to KHFC's securitization, housing finance credit

guarantees and student loan credit guarantees; monitors prepayment of Bogeumjari loans; and analyzes other risks on a continuing basis in order to

effectively deal with changes in the business environment.

To support a more proactive response to rapidly changing financial conditions, KHFC has developed several IT systems for risk management,

including the asset-liability management (ALM) system, a structuring model, a housing finance credit guarantee risk monitoring system, and a market

risk management system to efficiently manage interest-rate risk by means of derivatives. To manage risk factors inherent in reverse mortgage

guarantees, which is a new business, KHFC has developed a reverse mortgage guarantee risk simulation system. KHFC uses these systems to establish

and manage limits for risk capital and to periodically analyze risk factors in securitization, housing finance credit guarantees, and student loan credit

guarantees to check the soundness of trusts and funds. In addition, all actions necessary for managing operational risk are taken to prevent the risk of

loss stemming from inappropriate internal controls, errors in business procedures and systems, or mistakes or wrongdoing by employees.

BOD
(Chaired by President & CEO)

Risk Management Committee 
(Chaired by Vice President)

Risk Management Review Council
Risk Managers for Business

Divisions
Working-Level Risk

Management Meeting

Risk Management
Department

46   2008 ANNUAL REPORT

CORPORATE SUSTAINABILITY

Risk Management



Organization-wide Risk Management System

•Preventive risk management through risk
consultative bodies

•Posterior risk management through close
monitoring 

Risk Capital
Management

Business Sectors

Managed Risk Credit Risk Market Risk Liquidity Risk Operational Risk 

Securitization Housing Finance Credit
Guarantees JTYK Guarantees Student Loan Credit

Guarantees

Assessment
(Computerized

Risk Management
System) 

Feedback 

Risk Management Bodies

•Risk Management Committee
•Risk Management Review Council 
•Risk Management Department 
•Each department manages relevant risk

Manage total risk 

at an acceptable level

Adjustment
and Control

Market Risk
Management

System 
ALM 

Structuring
Model
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•Investment results of
previous year
•KHFC business plan
•Volume of disposable

capital 
•Likelihood of risk

•Set limit for total risk
capital

•Allocate and
manage risk capital

| Risk Management System  |

Credit Risk
Monitoring

System



To practice corporate social responsibility and pursue sustainable and compassionate management, KHFC carries out a variety of social contribution

programs with strong participation from its employees. The focus of such activities is in areas related to the business of KHFC, such as housing welfare,

support for the elderly, and financial support for students, which serves to reinforce the effects of KHFC's primary endeavors.

| Social Contribution Programs Practiced Each Year |

Examples of notable CSR activities performed by KHFC in 2008 are provided below.

❶ Blood Donation Campaign

The 39 members of the KHFC Bogeumjari Volunteer Group donated blood to the Korea Association for Children with Leukemia and Cancer to

help alleviate blood shortages for use in transfusions. (May 27, 2008).

❷ KHFC-Rural Village Sisterhood

KHFC has established a sisterhood relationship with the village of Chocheon 2-ri, in Eumseong, North Chungcheong Province. In commemoration

of the sisterhood, KHFC set up a monument, repaired aging houses, and donated books to a village primary school. Also, some KHFC employees

visited the village and helped farmers with the pepper harvest, experiencing country life and providing a helping hand in the process. (August 7,

2008).

❸ CSR Activities during Chuseok Holiday 

To mark the Chuseok holiday, KHFC designated the second week of September as CSR Week, during which time employees at both headquarters

and branch offices participated in extensive CSR activities. Staff at headquarters delivered rice to low-income households, provided free lunches,

visited migrant workers, and paid a visit to the Cheongwon Elderly Home, while staff at KHFC branches performed their own CSR activities in areas

connected to company products. (September 8 to 12, 2008).

❹ Habitat for Humanity

On three occasions in 2008, the KHFC employees took part in Habitat for Humanity activities in Asan, South Chungcheong Province. KHFC

donated KRW10 million to the Asan branch of Habitat and also performed activities such as cleaning, laying down flooring, repairing toilets, and

building a warehouse.

❺ Scholarships for Underprivileged Children

As part of its CSR activities, the KHFC Bogeumjari Volunteer Group has  provided scholarships to underprivileged children to give them greater

opportunities in the future. In 2008, the group provided KRW15 million in scholarships to 10 children. (October 27, 2008).

❻ Briquette Delivery 

Twenty KHFC employees including the labor union leader and the auditor took part in a briquette delivery campaign that delivered 10,000 coal

briquettes, as well as salted shrimp that the company had bought from one of its sister villages, to elderly people living alone and underprivileged

households in Dongja-dong, Yongsan District, Seoul. A portion of the 10,000 briquettes were hand-delivered to the recipient families by KHFC

employees. (November 18, 2008).

❼ Beautiful Store

To underscore the value of compassion and recycling, KHFC held a "Beautiful Store" event where it sold secondhand goods donated by

employees and donated the proceeds to underprivileged families. Many KHFC employees including the president & CEO and the vice president

took part in the event, which marked its third anniversary in 2008. (November 27, 2008).

(KRW in millions)

2006

2007

2008

458

1,068

1,103

2

22

20

8

37

23

-

-

16

22

63

59

32

122

117

Housing Welfare Support for the Elderly Support for Students Other Total

No. of
Participants

CSR Budget Executed
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AS A STABLE
FOUNDATION

FOR CHANGE
AND GROWTH,

By carrying out reforms across a range of sectors, KHFC has expanded the scope of its support

in areas of securitization, housing finance credit guarantees, reverse mortgages, and student

loan credit guarantees for the purpose of contributing to the enhancement of public welfare

and development of the national economy. Going forward, KHFC will continue to play a key

role as the nation's public housing financing institution responsible for promoting the

advancement and stability of housing financing. 

KHFC Serves Low and Moderate Income Families
and Boosts the National Economy.

2008 FINANCIAL REVIEW



Summary of Financial Statements

In order to assure transparency and maintain confidence in business operations, KHFC had the financial statements of the KHFC accounts, trust

accounts, the Housing Finance Credit Guarantee Fund, Reverse Mortgage Guarantee Accounts, and Student Loan Credit Guarantee Fund reviewed

and audited by an external accounting firm. Under the Act on the Management of Public Institutions Article 43 (submission of financial statements)

Paragraph 2, the financial statements of KHFC need to be voted on by the BOD and the Housing Finance Management Committee and submitted to

the Financial Services Commission, and an accounting audit by an accounting firm is obligatory. The same is required for the Housing Finance Credit

Guarantee Fund and the Reverse Mortgage Guarantee Accounts under the National Finance Act Article 73 (settlement of the Fund) Paragraph 1 and

Article 74 (Fund Operation Deliberation Council) Paragraph 2. Under the provisions of the Student Loan Credit Guarantee Fund Management and

Operation Regulations Article 12 (settlements of funds) Paragraph 2, the financial statements of the Student Loan Credit Guarantee Fund need to be

submitted to the Minister of Education, Science and Technology. 

The financial statements of KHFC, the Housing Finance Credit Guarantee Fund, the Student Loan Credit Guarantee Fund, and the Reverse Mortgage

Guarantee Accounts for fiscal year 2008 were audited by Ernst & Young HanYoung Korea, which declared all of them "fair."

Korea Housing Finance Corperation (Proprietary Account)

Assets of KHFC's proprietary accounts totaled KRW2,569.9 billion, of which KRW65.3 billion was cash and deposits, KRW264.1 billion was securities,

KRW2,049.8 billion was mortgage loans, KRW5.9 billion was property and equipment, and KRW184.8 billion was other assets. Liabilities totaled

KRW2,118.5 billion, of which KRW1,939.7 billion was borrowings and KRW178.8 billion was other liabilities. Equity totaled KRW451.4 billion. 

Paid-in capital of KHFC totalled KRW676.6 billion, which included KRW310.0 billion (45.8%) from the Bank of Korea, KRW260.0 billion (38.4%) from the

Ministry of Strategy and Finance, and KRW106.6 billion (15.8%) from the National Housing Fund (Ministry of Land, Transport and Maritime Affairs).

Accumulated deficit was KRW224.2 billion. The equity totaled KRW451.4 billion.  

KHFC's net loss amounted to KRW259.8 billion (total revenue of KRW362.8 billion minus total expenses of KRW622.6 billion). Total revenue included

KRW73.4 billion in interest income, KRW48.7 billion in fees and commission income, KRW36.8 billion in derivatives gains, KRW39.5 billion in settlement

revenue, KRW159.2 billion in gain on fair value hedged items, and KRW5.0 billion in gain from securitization transactions. Total expenses included

KRW49.2 billion in interest expense, KRW24.9 billion in fees and commission expenses, KRW53.9 billion in loss from securitization transactions,

KRW411.9 billion in derivatives losses, KRW5.6 billion in provision for guarantee losses, KRW69.7 billion in sales  and administration expenses, KRW3.2

billion in provision for loan losses, and KRW4.2 billion in income tax expenses. 
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Ⅰ. Cash and deposits

Ⅱ. Securities

Ⅲ. Mortgage loans

Ⅳ. Property and equipment

Ⅴ. Other assets

Total assets

653

2,641

20,498

59

1,848

25,699

Ⅰ. Borrowings

Ⅱ. Other liabilities

Total liabilities

Ⅰ. Paid-in capital

Ⅱ. Retained earnings(Accumulated deficit)

Ⅲ. Capital adjustment

Total equity

Total liabilities and equity

19,397

1,788

21,185

6,766

(2,242)

(10)

4,514

25,699

Item Amount Item Amount

(KRW100 million)



Korea Housing Finance Corporation (Integrated Trust Account)

With the continued increase in securitized assets (mortgages and student loans) due to the issuance of MBS and SLBS and repayment of earlier

securitized loans, total assets in the KHFC trust account amounted to KRW16,608.5 billion, which is KRW2,928.2 billion more than the previous year.

Cash and deposits totaled KRW1,120.9 billion, securities totaled KRW1,595.1 billion, securitized assets totaled KRW13,800.6 billion, and other assets

were KRW 87.7 billion. The accumulated losses on trust totaled KRW4.2 billion, a decline of KRW1.2 billion from the end of the previous year. 

Liabilities totaled KRW16,608.5 billion, KRW16,038.0 billion of which was securitized liabilities, KRW171.0 billion was other liabilities, and KRW399.5

billion was accumulated gains on trust.

Operating revenue of the integrated trust account totaled KRW1,093.8 billion, which included KRW63.3 billion in interest income on won-

denominated bank deposits, KRW73.6 billion in interest income on securities, KRW605.7 billion in interest income on mortgage loans, KRW294.7

billion in interest income on student loans, and KRW56.5 billion in commission and others. Compared to the previous year, trust losses dropped by

KRW1.2 billion to KRW0.1 billion. Operating expenses were KRW938.0 billion, including KRW575.2 billion in MBS interest expenses, KRW248.9 billion in

SLBS interest expenses, KRW112.9 billion in fees, and KRW0.8 billion in fair value loss from securities. Trust profits for the year rose by KRW85.1 billion to

KRW155.9 billion. 
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Ⅰ. Cash and deposits

Ⅱ. Securities

Ⅲ. Securitized assets

Ⅳ. Other assets

Accumulated losses on trust

Total assets

11,209

15,951

138,006

877

42

166,085

Ⅰ. Securitized liabilities

Ⅱ. Other liabilities

Accumulated gains on trust

Total liabilities

160,380

1,710

3,995

166,085

Item Amount Item Amount

(KRW100 million)

734

487

1,592

368

395

50

2

3,628

2,598

Ⅰ. Interest expense

Ⅱ. Fees and commission expenses

Ⅲ. Loss from securitization transactions

Ⅳ. Derivative losses

Ⅴ. Provision for loan losses

Ⅵ. Provision for guarantee losses

Ⅶ. Sales and administrative expenses

Ⅷ. Income tax expenses

Total expenses

492

249

539

4,119

32

56

697

42

6,226

Revenue Amount Expenses Amount

(KRW100 million)

Ⅰ. Operating revenue

Interest on bank deposits

Interest on securities

Interest on mortgage loans

Interest on student loans

Commission & others

Ⅱ. Trust losses

Total revenue

10,938

633

736

6,057

2,947

565

1

10,939

Ⅰ. Operating expenses

MBS Interest expenses

SBLS Interest expenses

Fees paid

Fair value loss from securities

Others

Ⅱ. Trust profits

Total expenses

9,380

5,752

2,489

1,129

8

2

1,559

10,939

Revenue Amount Expenses Amount

(KRW100 million)

Ⅰ. Interest income

Ⅱ. Fees and commission  income

Ⅲ. Gain on fair value hedged Items

Ⅳ . Gain from derivatives valuation and transactions

Ⅴ. Settlement revenue

Ⅵ. Gain from securitization transactions

Ⅶ. Others

Total revenue

Net loss



Housing Finance Credit Guarantee Fund

Fund assets totaled KRW1,584.0 billion, of which KRW415.8 billion was cash and deposits, KRW700.0 billion was securities, KRW430.0 billion was

indemnity rights, and KRW38.2 billion was other assets. Liabilities totaled KRW475.4 billion of which KRW271.9 billion was allowance for credit loss,

KRW113.2 billion was foreign currency debts, and KRW90.3 billion was other liabilities. Total capital was KRW1,108.6 billion, which was equal to the

base capital (including government contributions) of KRW3,210.6 billion minus capital adjustment and deficit of KRW2,102.0 billion.

The HFCGF realized a positive net income of KRW59.4 billion. Total revenue included KRW57.0 billion in guarantee fees and others, KRW60.3 billion in

interest income on deposits and securities, KRW23.3 billion in profits from derivative gains, and KRW13.4 billion in others. Total expenses included

KRW35.9 billion in administrative expenses, KRW34.4 billion in foreign currency translation and transaction loss, and KRW24.3 billion in other expenses. 

In 2008, base capital reached KRW3,210.6 billion thanks to contributions from financial institutions amounting to KRW430.6 billion. After deducting

KRW2,102.0 billion for deficit and capital adjustment, net base capital stood at KRW1,108.6 billion. The credit guarantee operating multiple fell from

12.11 in 2007 to 9.34 in 2008.

Ⅰ. Cash and deposits

Ⅱ. Securities

Ⅲ. Indemnity rights

Ⅳ. Other assets

Total asset

4,158

7,000

4,300

382

15,840

Ⅰ. Allowance for credit Loss

Ⅱ. Foreign currency debts

Ⅲ. Other liabilities

Total liabilities

Ⅰ. Base capital 

Ⅱ. Accumulated deficit

Total capital

Total liabilities and capital

2,719

1,132

903

4,754

32,106

21,020

11,086

15,840

Item Amount Item Amount

(KRW100 million)

Ⅰ. Guarantee fees, etc.

Ⅱ. Interest income

Ⅲ. Derivative gains

Ⅳ. Others

Total revenue

570

603

233

134

1,540

359

344

243

946

594

Revenue Amount Expenses Amount

(KRW100 million)
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Ⅰ. Administrative expenses

Ⅱ. Foreign currency translation and transaction loss

Ⅲ. Others

Total expenses

Net income



Reverse Mortgage Guarantee Accounts

Assets of the Reverse Mortgage Guarantee Accounts totaled KRW16,647 million, of which KRW13,810 million was cash and deposits, KRW177 million

was other current assets, and KRW2,660 million was property and equipment. Liabilities totaled KRW656 million, including current liabilities of KRW129

million, accrued severance benefits of KRW262 million, and a KRW265 million reserve for reverse mortgage guarantees. Total capital was

KRW15,991 million.

In 2008, a net loss of KRW928 million was incurred after deducting KRW4,988 million in total expenses from total revenue of KRW4,060 million. Total

revenue included KRW3,557 million in guarantee fee income and KRW503 million in interest income on bank deposits, while total expenses included

KRW4,221 million in administrative expenses, KRW221million in provision for the reverse mortgage guarantee, and KRW537 million in depreciation.

In 2008, KRW6,324 million was raised in contributions, and accumulated deficit amounted to KRW334 million. Therefore, net base capital amounted to

KRW15,991 million. The outstanding balance of guarantees was KRW26,463 million and the credit guarantee operating multiple was 1.65.

Ⅰ. Cash and deposits

Ⅱ. Other current assets

Ⅲ. Property and equipment

Total asset

13,810

177

2,660

16,647

Ⅰ. Current liabilities

Ⅱ. Accrued severance benefits

Ⅲ. Reserve for reverse mortgage guarantees

Total Liabilities

Ⅰ. Base capital 

Ⅱ. Retained earnings (Accumulated deficit) 

Total capital

Total liabilities and capital

129

262

265

656

16,325

(334)

15,991

16,647

Item Amount Item Amount

(KRW in millions)

Ⅰ. Guarantee fee income

Ⅱ. Interest on bank deposits

Total revenue

Net loss

3,557

503

4,060

928

Ⅰ. Administrative expenses

Ⅱ. Provision for reverse mortgage guarantee

Ⅲ. Depreciation

Ⅳ. Indemnity rights write-offs

Total expenses

4,221

221

537

9

4,988

Revenue Amount Expenses Amount

(KRW in millions)
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Student Loan Credit Guarantee Fund

Assets totaled KRW833.8 billion, of which KRW446.8 billion was deposits, KRW113.8 billion was trading securities, KRW249.4 billion was held-to-

maturity securities, and KRW23.8 billion was other assets. Liabilities totaled KRW175.9 billion, of which KRW70.7 billion was unearned revenue on

guarantee fees, KRW104.2 billion was allowance for credit loss, and KRW1.0 billion was others. Total capital was KRW657.9 billion.

In 2008, a net loss of KRW28.6 billion was incurred on KRW69.4 billion in total revenue and KRW98.0 billion in total expenses. Total revenue included

KRW34.6 billion in guarantee fee income, KRW27.1 billion in interest income, and KRW7.7 billion in other revenue. Total expenses included KRW51.1

billion in provision for credit loss, KRW33.9 billion in indemnity rights write-offs, and KRW13.0 billion in others.

In 2008, KRW612.5 billion was raised in contributions and KRW196.1 billion was disposed. As of the end of 2008, base capital amounted to KRW699.8

billion. The fund's total capital was KRW657.9 billion, after deducting KRW41.9 billion in deficit. The credit guarantee operating multiple fell from 16.53

in 2007 to 8.72 in 2008, which was based on KRW586.0 billion, the sum of KRW627.9 billion in balance of contributions for credit guarantees and

KRW41.9 billion in deficit.

56   2008 ANNUAL REPORT

FINANCIAL  REVIEW

Ⅰ. Deposits

Ⅱ. Trading securities

Ⅲ. Held-to-maturity securities

Ⅳ. Other assets

Total asset

4,468

1,138

2,494

238

8,338

Ⅰ. Unearned revenue on guarantee fees

Ⅱ. Allowance for credit loss

Ⅲ. Others

Total liabilities

Ⅰ. Base capital 

Ⅱ. Accumulated deficit

Total capital

Total liabilities and capital

707

1,042

10

1,759

6,998

419

6,579

8,338

Item Amount Item Amount

(KRW100 million)

Ⅰ. Guarantee fee income 

Ⅱ. Interest income

Ⅲ. Others

Total revenue

Net loss

346

271

77

694

286

Ⅰ. Provision for credit loss

Ⅱ. Indemnity rights write-offs

Ⅲ. Others

Total expenses

511

339

130

980

Revenue Amount Expenses Amount

(KRW100 million)



Independent Auditors' Report

To the BOD of the Korea Housing Finance Corporation

February 17, 2009

We have audited the accompanying balance sheets of the Korea Housing Finance Corporation (the "Corporation") as of

December 31, 2008 and 2007, and the related statements of income, disposition of accumulated deficit, and changes in equity

and cash flows for the years then ended. These financial statements are the responsibility of the Corporation's management.

Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the Republic of Korea. Those standards

require that we plan and perform our audits to obtain reasonable assurance about whether the financial statements are free of

material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements. An audit also includes assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a

reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the

Corporation as of December 31, 2008 and 2007, the results of its operations, disposition of accumulated deficit, equity, and its

cash flows for the years then ended, in conformity with accounting principles outlined in Article 39 of the Act on the

Management of Public Institutions (which represent the accounting rules required for public organizations and quasi-

government agencies) in the Republic of Korea.

KHFC 57

Seung Wha Gweon
CEO

Ernst & Young HanYoung 

10-2 Yeouido-dong, Yeongdeungpo-gu, Seoul

Tel: (02) 3787- 6600

Fax: (02) 783-5890

www.ey.com/kr

This audit report is effective as of Feb 17, 2009, the auditors' report date. Accordingly, certain material subsequent events or circumstances may have occurred during the

period from the auditors' report date to the time this audit report is used. Such events and circumstances could significantly affect the accompanying financial

statements and may result in modifications to this report.
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1,609

31

2,630

7,847

(20)

-

7,910

235

-

66

▲956

▲956

▲20

▲31

11

12,671

12,703

▲32

▲10

1,169

12,854

11,487

14,997

▲3,510

1,487

56

1,056

375

12,974

2,500

▲2,610

▲10

▲120

12,854

Term 5: as of December 31, 2008 

Term 4: as of December 31, 2007

Term 5

Amount Amount

Term 4

Korea Housing Finance Corporation

Item Variance

1. Summary Balance Sheet of KHFC Account

Ⅰ.  Cash and deposits

Bank deposits

Ⅱ. Investment in securities

Trading securities

Held-to-maturity securities

Ⅲ. Mortgage loans

Mortgages loans

(Allowance for loan losses)

Ⅳ. Property and equipment, net

Ⅴ. Other assets

Total assets

Ⅰ.  Borrowings

KHFC bonds

Other borrowings

Ⅱ. Other liabilities

Allowance for guarantee loss

Derivative liabilities at fair value

Others

Total liabilities

Ⅰ.  Capital stock

Ⅱ. Retained earnings  (Accumulated deficit)

Ⅲ. Capital adjustment

Total equity

Total liabilities and equity

(KRW100 million)

653

-

2,641

20,550

(52)

14,997

4,400

291

1,056

441

653

2,641

20,498

59

1,848

25,699

19,397

1,788

21,185

6,766

(2,242)

(10)

4,514

25,699

1,609

2,661

7,827

69

679

12,845

7,910

301

8,211

4,266

368

-

4,634

12,845
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364

126

169

69

370

286

70

14

694

14

-

679

1

353

137

137

-

17

852

619

165

20

47

1

638

1,845

370

13

342

15

117

58

16

43

1,316

36

1,592

▲311

▲1

42

4,540

355

205

150

232

3,894

▲80

3,954

12

9

▲1

59

▲2,695

1

-

▲2,694

3

▲2,697

Term 5: January 1, 2008 - December 31, 2008 

Term 4: January 1, 2007 - December 31, 2007

Term 5

Amount Amount

Term 4

Korea Housing Finance Corporation

Item Variance

2. Summary Income Statement of KHFC Account

(KRW100 million)

734

139

511

84

487

344

86

57

2,010

50

1,592

368

-

395

492

342

150

249

4,746

539

4,119

32

56

-

697

3,626

6,184

(2,558)

2

-

(2,556)

42

(2,598)

1,781

1,644

137

1

-

138

39

99

Ⅰ.  Operating revenue

(1) Interest income

Securities

Mortgage loans

Others

(2) Fees and commission income

Guarantee fee income

Trust management income

Others

(3) Other operating revenue

Gains from securitization transaction

Gains on fair value hedged items

Gains from derivatives valuation and transactions

Others

(4) Settlement revenue

Ⅱ. Operating expenses

(1) Interest expense

Interest on other borrowings

Interest on bonds

(2) Fees and commission expenses

(3) Other operating expenses

Loss from securitization transactions

Loss from derivatives valuation and transactions

Provision for loan losses

Provision for guarantee losses

Others

(4) Sales & administrative expenses

Ⅲ. Operating income (loss)

Ⅳ. Non-operating revenue

Ⅴ. Non-operating expenses

Ⅵ. Income (loss) before income taxes

Ⅶ. Income tax expenses

Ⅷ. Net income (loss)
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10,213

2,128

8,001

-

80,599

35,078

525

69

136

96,122

36,585

-

789

758

101

996

996

5,822

502

5,190

130

22,329

11,724

10,605

147

107

79

▲39

▲12

29,282

27,673

15,713

11,754

206

62

▲177

237

2

1,547

29,282

Term 5: as of December 31, 2008 

Term 4: as of December 31, 2007

Term 5

Amount Amount

Term 4

Korea Housing Finance Corporation

Item Variance

3. Summary Balance Sheet of Integrated Trust Account

Ⅰ.  Cash and deposits

Bank deposits

Ⅱ. Securities

Treasury / Public

Financial institution

Corporate

Ⅲ. Securitized assets

(1) Mortgages loans, net

(2) Student loans, net

Ⅳ. Other assets

Accrual interests receivable

Advances to Komoco MBS holders

Others

Ⅴ. Accumulated losses on trust

Total assets

Ⅰ.  Securitized liabilities

(1) KHFC MBS

(2) KHFC SLBS

(3) Borrowings from KHFC

Ⅱ. Other liabilities

Advances from Komoco MBS holders

Accrual interest payable

Others

Ⅲ. Accumulated gains on trust

Total liabilities

(KRW100 million)

11,209

2,630

13,191

130

92,323

45,683

632

148

97

111,835

48,339

206

612

995

103

11,209

15,951

138,006

877

42

166,085

160,380

1,710

3,995

166,085

10,213

10,129

115,677

730

54

136,803

132,707

1,648

2,448

136,803
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647

445

4,980

1,726

134

5

-

4,684

1,438

910

210

-

3,001

▲14

291

1,077

1,221

4

422

-

▲12

2,989

2,138

1,068

1,051

219

▲202

2

851

2,989

Term 5: January 1, 2008 - December 31, 2008 

Term 4: January 1, 2007 - December 31, 2007

Term 5

Amount Amount

Term 4

Korea Housing Finance Corporation

Item Variance

4. Summary Income Statement of Integrated Trust Account

Ⅰ.  Operating revenue

Interest on bank deposits

Interest on securities

Interest on mortgage loans

Interest on student loans

Commission income

Fair value gain from securities

Other operating revenue

Ⅱ. Trust losses

Total

Ⅰ.  Operating expenses

MBS interest expenses

SLBS interest expenses

Fees paid (servicing, etc.)

Fair value loss from securities

Interest to KHFC account

Ⅱ. Trust profits

Total

(KRW100 million)

633

736

6,057

2,947

138

427

-

5,752

2,489

1,129

8

2

10,938

1

10,939

9,380

1,559

10,939

7,937

13

7,950

7,242

708

7,950



Independent Auditors' Report

To the BOD of the Housing Finance Credit Guarantee Fund

February 17, 2009

We have audited the accompanying balance sheets of the Housing Finance Credit Guarantee Fund (Reverse Mortgage

Guarantee Accounts not included, hereinafter referred to as “the Fund”) as of December 31, 2008 and 2007, and the related

statements of income, disposition of accumulated deficit, and changes in equity and cash flows for the years then ended. These

financial statements are the responsibility of the management of the Fund. Our responsibility is to express an opinion on these

financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the Republic of Korea. Those standards

require that we plan and perform our audits to obtain reasonable assurance about whether the financial statements are free of

material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements. An audit also includes assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a

reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the

Fund as of December 31, 2008 and 2007, the results of its operations, disposition of accumulated deficit, equity and its cash

flows for the years then ended, in conformity with accounting standards generally accepted in the Republic of Korea and the

National Finance Act (formerly, the General Law of Fund Management) and applicable regulations.

The following shall not affect the audit opinion: As explained in Note 2 of the Financial Statement, the Fund is now required

by the "Guidelines for Accounting and Settlement of Special Corporate Accounts. etc." established in accordance with the

Enforcement Decree of the National Finance Act (formerly, Basic Act on Fund Management) to include foreign-currency

converted value of IBRD loans and fair derivative price valuation of related currency swaps, which it was not required to

include until 2007. The 2007 statements have been rewritten to accommodate such changes in accounting principles. As a

result of the changes, a foreign currency translation loss of KRW28,737 million and derivative valuation gains of KRW17,830

million have been recognized in the 2008 statements while the previous year's net loss decreased by KRW9,621 million and the

unappropriated deficit decreased by KRW29,365 million in the 2007 statements.
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Seung Wha Gweon
CEO

Ernst & Young HanYoung 

10-2 Yeouido-dong, Yeongdeungpo-gu, Seoul

Tel: (02) 3787- 6600

Fax: (02) 783-5890

www.ey.com/kr

This audit report is effective as of Feb 17, 2009, the auditors' report date. Accordingly, certain material subsequent events or circumstances may have occurred during the

period from the auditors' report date to the time this audit report is used. Such events and circumstances could significantly affect the accompanying financial

statements and may result in modifications to this report.
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1,349

1,644

20,465

(16,139)

174

1,101

2,491

78

105

72

409

187

721

844

2,824

42

14,820

12,953

27

(16)

20,795

(819)

3,543

1,758

1,771

▲1,768

1,742

40

1,028

▲50

1,094

10

▲26

4,571

▲284

-

28

65

▲377

▲61

36

▲105

8

▲345

4,306

-

4,306

-

16

16

▲594

819

1,413

4,916

4,571

Term 21: as of December 31, 2008

Term 20: as of December 31, 2007

Term 21

Amount Amount

Term 20

Housing Finance Credit Guarantee Fund

Item Variance

1. Summary Balance Sheet

Ⅰ.  Current assets

1. Cash and deposits

2. Securities

3. Indemnity rights

(Allowance for write-offs)

4. Other current assets

Ⅱ. Non-current assets

1. Long-term bank deposits

2. Securities 

3. Guarantee deposits

4. Property and equipment, etc.

Total assets

Ⅰ.  Current liabilities

1. Accounts payable, etc.

2. Unearned revenue

3. Foreign currency debts

4. Derivatives liabilities

Ⅱ. Non-current liabilities

1. Foreign currency debts

2. Allowance for credit loss

3. Others

Total liabilities

Ⅰ.  Capital

1. Government contribution

2. Financial institution contribution 

3. Reserves for credit guarantee

Ⅱ. Capital adjustment

1. Fair value gain (loss) from securities

Ⅲ. Accumulated deficit

1. Unappropriated deficit

2. Net Income (loss)

Total capital

Total liabilities and capital

(KRW100 million)

3,107

3,415

18,697

(14,397)

214

1,051

3,585

88

79

72

437

252

344

880

2,719

50

14,820

17,259

27

-

21,614

594

11,037

4,803

15,840

1,105

3,649

4,754

32,106

-

21,020

11,086

15,840

7,494

3,775

11,269

1,389

3,710

5,099

27,800

(16)

21,614

6,170

11,269
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618

182

224

1,127

-

71

380

2,470

9

68

14,820

12,953

27

(16)

20,795

(819)

▲640

▲48

61

136

▲1,022

233

▲2,409

▲15

▲21

▲2,373

1,769

1

357

335

22

1,413

-

1,413

Term 21: January 1, 2008 - December 31, 2008 

Term 20: January 1, 2007 - December 31, 2007

Term 21

Amount Amount

Term 20

Housing Finance Credit Guarantee Fund

Item Variance

2. Summary Income Statement

(KRW100 million)

570

243

360

105

233

56

359

97

344

90

1,511

512

999

29

434

594

-

594

2,151

2,921

(770)

28

77

(819)

-

(819)

4,306

-

4,306

-

16

16

▲594

819

1,413

4,916

101

26,851

▲2.77times

Term 21: as of December 31, 2008

Term 20: as of December 31, 2007

Term 21

Amount Amount

Term 20

Korea Housing Finance Corporation

Item Variance

3. Base Capital Summary Statement

Ⅰ.  Capital

1. Government contribution

2. Financial institution contribution

3. Reserves for credit guarantee

Ⅱ. Capital adjustment

1. Fair value gain (loss) from securities

Ⅲ. Accumulated deficit

1. Unappropriated deficit

2. Net income (loss)

Total base capital  (A)

Foreign currency debt (IBRD loans) (B)

Guarantee balance (C)

Operating multiple (C/(A+B))

(KRW100 million)

14,820

17,259

27

-

21,614

594

32,106

-

21,020

11,086

1,132

114,064

9.34times

27,800

(16)

21,614

6,170

1,031

87,213

12.11times

Ⅰ.  Operating revenue

1. Guarantee fees, etc.

2. Interest on bank deposits

3. Interest on securities

4. Reversal of allowance for credit loss

5. Gains from derivative valuation and transactions

Ⅱ. Operating expenses

1. Interest expense

2. Administrative expenses

3. Indemnity rights write-offs

Ⅲ. Operating income (loss)

Ⅳ. Non-operating revenue

Ⅴ. Non-operating expenses

1. Loss from foreign currency translation and transactions

2. Other non-operating expenses

Ⅵ. Income (loss) before tax 

Ⅶ. Income tax expenses

Ⅷ. Net income (loss)
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Independent Auditors' Report

To the BOD of the Reverse Mortgage Guarantee Accounts

February 17, 2009

We have audited the accompanying balance sheets of the Reverse Mortgage Guarantee Accounts (hereinafter "the

Accounts") as of December 31, 2008 and 2007 and the related statements of income, disposition of accumulated deficit,

changes in equity, and cash flows for the years then ended. These financial statements are the responsibility of the

management of the Accounts. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the Republic of Korea. Those standards

require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of

material misstatements. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements. An audit also includes assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation. We believe that our auditors provide a

reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the

Accounts as of December 31, 2008 and 2007, the results of its operations, disposition of accumulated deficit, equity and its cash

flows for the years then ended, in conformity with accounting standards generally accepted in the Republic of Korea and the

National Finance Act(formerly, the General Law of Fund Management) and applicable regulations.

Seung Wha Gweon
CEO

Ernst & Young HanYoung 

10-2 Yeouido-dong, Yeongdeungpo-gu, Seoul

Tel: (02) 3787- 6600

Fax: (02) 783-5890

www.ey.com/kr

This audit report is effective as of Feb 17, 2009, the auditors' report date. Accordingly, certain material subsequent events or circumstances may have occurred during the

period from the auditors' report date to the time this audit report is used. Such events and circumstances could significantly affect the accompanying financial

statements and may result in modifications to this report.



621

7,500

72

2,592

40

1

44

105

10,000

1

-

594

5,794

189

5,500

105

68

68

5,862

88

83

5

378

221

157

466

6,324

6,300

24

▲928

594

▲1,522

5,396

5,862

Term 2 : as of December 31, 2008 

Term 1 :  as of December 31, 2007

Term 2

Amount Amount

Term 1

Reverse Mortgage Guarantee Accounts

Item Variance

1. Summary Balance Sheet

Ⅰ.  Current assets

1. Demand deposits

2. Time deposits

3. Other current assets

Ⅱ. Non-current assets

1. Property and equipment

Total assets

Ⅰ.  Current liabilities

1. Accounts payable

2. Unearned revenue

Ⅱ. Non-current liabilities

1. Reserve for reverse mortgage guarantee

2. Accrued severance benefits

Total liabilities

Ⅰ.  Base capital

1. Government contribution

2. Financial institution contribution

Ⅱ. Retained earnings (Accumulated deficit)

1. Retained earnings carried forward

2. Net Income (loss)

Total capital

Total liabilities and capital

( KRW in millions)

810

13,000

177

2,660

123

6

265

262

16,300

25

594

(928)

13,987

2,660

16,647

129

527

656

16,325

(334)

15,991

16,647

8,193

2,592

10,785

41

149

190

10,001

594

10,595

10,785
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2,391

140

1,849

44

44

-

10,000

1

-

594

1,529

1,166

363

3,051

2,372

177

493

9

▲1,522

▲1,522

▲1,522

Term 2 :  January 1, 2008 - December 31, 2008 

Term 1 : April 12, 2007 - December 31, 2007

Term 2

Amount Amount

Term 1

Reverse Mortgage Guarantee Accounts

Item Variance

2. Summary Income Statement

Ⅰ.  Operating revenue

1. Guarantee fees

2. Interest on bank deposits

Ⅱ. Operating expenses

1. Administrative expenses

2. Provision for reverse mortgage guarantee

3. Depreciation

4. Indemnity rights write-offs

Ⅲ. Operating profit

Ⅳ. Profit before income tax expenses

Ⅴ. Income tax expenses

Ⅵ. Net income (loss)

( KRW in millions)

3,557

503

4,221

221

537

9

4,060

4,988

(928)

(928)

-

(928)

2,531

1,937

594

594

-

594

6,324

6,300

24

▲928

594

▲1,522

5,396

22,043

1.23times

Term 2 : as of December 31, 2008 

Term 1 : as of December 31, 2007

Term 2

Amount Amount

Term 1

Reverse Mortgage Guarantee Accounts

Item Variance

3. Summary Base Capital Statement

Ⅰ.  Base capital

1. Government contribution

2. Financial institution contribution

Ⅱ. Retained earnings (Accumulated deficit)

1. Retained earnings carried forward

2. Net income (loss)

Ⅲ. Total base capital

Ⅳ. Guarantee balance

Ⅴ. Operating multiple

( KRW in millions)

16,300

25

594

(928)

16,325

(334)

15,991

26,463

1.65 times

10,001

594

10,595

4,420

0.42times
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Independent Auditors' Report

To the BOD of the Student Loan Credit Guarantee Fund

February 17, 2009

We have audited the accompanying balance sheets of the Student Loan Credit Guarantee Fund (hereinafter referred to as “the

Fund”) as of December 31, 2008 and 2007, and the related statements of income, disposition of accumulated deficit, and

changes in equity and cash flows for the years then ended. These financial statements are the responsibility of the

management of the Fund. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the Republic of Korea. Those standards

require that we plan and perform our audits to obtain reasonable assurance about whether the financial statements are free of

material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements. An audit also includes assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a

reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the

Fund as of December 31, 2008 and 2007, the results of its operations, disposition of accumulated deficit, equity, its cash flows

for the years then ended, in conformity with accounting standards generally accepted in the Republic of Korea, the National

Finance Act(formerly, the General Law of Fund Management) and applicable regulations, and the accounting guidelines of

the Student Loan Credit Guarantee Fund.

Seung Wha Gweon
CEO

Ernst & Young HanYoung 

10-2 Yeouido-dong, Yeongdeungpo-gu, Seoul

Tel: (02) 3787- 6600

Fax: (02) 783-5890

www.ey.com/kr

This audit report is effective as of Feb 17, 2009, the auditors' report date. Accordingly, certain material subsequent events or circumstances may have occurred during the

period from the auditors' report date to the time this audit report is used. Such events and circumstances could significantly affect the accompanying financial

statements and may result in modifications to this report.
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1,958

128

1,730

100

561

561

-

-

-

10

158

(148)

67

67

1,100

43

506

8

498

531

5,361

(2,526)

21

(154)

3,706

2,510

▲10

2,320

200

577

577

498

398

100

41

380

▲339

80

80

893

896

▲3

4,599

211

211

2

209

511

511

722

4,163

6,124

▲1,246

▲715

▲286

▲154

▲132

3,877

4,599

Term 4 : as of December 31, 2008  

Term 3 : as of December 31, 2007

Term 4

Amount Amount

Term 3

Student Loan Credit Guarantee Fund

Item Variance

1. Summary Balance Sheet

Ⅰ.  Current assets

1. Deposits

Demand deposit

Time deposit

RP

2. Trading securities

Trading securities

3. Held-to-maturity securities

Financial bonds

Special bonds

4. Indemnity rights

Indemnity rights

(Allowance for write-offs)

5. Other current assets

Accrued revenue, etc. 

Ⅱ. Non-current assets

1. Held-to-maturity securities

2. Tangible assets, etc.

Total assets

Ⅰ.  Current liabilities

1. Other current liabilities

Accounts payable

Unearned revenue

Ⅱ. Non-current liabilities

Allowance for credit loss

Total liabilities

Ⅰ.  Base capital

1. Government contribution

2. (Contribution to cover interest differentials)

3. (Contribution to provide scholarship)

Ⅱ. Retained earnings (Accumulated deficit)

1. Unappropriate retained earnings

2. Net income (loss)

Total capital

Total liabilities and capital

(KRW100 million)

4,468

118

4,050

300

1,138

1,138

498

398

100

51

538

(487)

147

147

1,996

40

717

10

707

1,042

11,485

(3,772)

(715)

(133)

(286)

6,302

2,036

8,338

717

1,042

1,759

6,998

(419)

6,579

8,338

2,596

1,143

3,739

506

531

1,037

2,835

(133)

2,702

3,739



210

39

25

-

11

128

348

2,835

21

(154)

268

72

▲28

57

43

130

66

16

50

400

15

8

3

374

211

163

▲132

▲132

Term 4 : January 1, 2008 - December 31, 2008 

Term 3 : January 1, 2007 - December 31, 2007

Term 4

Amount Amount

Term 3

Student Loan Credit Guarantee Fund

Item Variance

2. Summary Income Statement

Ⅰ.  Operation revenue

1. Guarantee fees

Regular guarantee fees

Low interest guarantee fees

Zero-interest guarantee fees

2. Interest income

3. Other operating revenue 

Trading securities transaction gains

Trading securities valuation gains

Ⅱ. Operating expenses

1. Guarantee fee refund

2. Fees paid

3. Depreciation

4. Other operation expenses

Indemnity rights write-offs

Provision for credit loss

Ⅲ. Operation income

Ⅸ. Net income

( KRW100 million)

182

96

68

16

61

339

511

694

346

271

77

980

35

82

13

850

(286)

(286)

426

274

141

11

580

20

74

10

476

(154)

(154)

4,163

4,163

▲286

▲154

▲132

3,877

4,040

3,754

16,264

▲7.81times

Term 4: as of December 31, 2008

Term 3: as of December 31, 2007

Term 4

Amount Amount

Term 3

Student Loan Credit Guarantee Fund

Item Variance

3. Base Capital Summary Statement

( KRW100 million)

6,998

(133)

(286)

6,998

(419)

6,579

6,279

5,860

51,080

8.72times

2,835

(133)

2,702

2,239

2,106

34,816

16.53times
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Ⅰ.  Base capital

1. contributions

Ⅱ. Retained earnings (A)

1. Unappropriate retained earnings

2. Net Income (loss)

Ⅲ. Total base capital

Contributions for credit guarantee (B)1)

Base for calculating operating multiples (C=A+B)

Guarantee balance

Operating multiple

Note: 1) Indirect support to be paid (KRW 71.9 billion) are deducted from base capital



KHFC will work with you to realize 
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