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BNK Financial Group Vision

K Corporate Vision

With the incorporation of Kyongnam Bank as an affiliate of BNK Financial Group, the group achieved the mid-and long-term man-
agement plan under the Vision 2015. As of 2014-end, our total assets reached KRW 93 trillion with approximately 8,000 employees,
BNK has emerged as one of the top five financial groups (among financial groups for commercial banks), and we have paved the
way to expand our horizons to the global market as Korea's representative regional financial group.

Under a management philosophy of ‘To the world with the region and to a better future with the customers'for a higher leap, BNK
Financial Group is committed to expanding its business presence beyond the southeastern economic zone of Korea up to the met-
ropolitan area in Korea and major countries in Asia. We plan to become ‘a Global Super Regional Financial Group which is among
Asia's top 30 and one of the top 100 global financial groups by 2020'to achieve the vision of serving as‘a global premier regional
financial group 'To this end, we will continue to explore business for new growth, scale up the share of our non-banking sector
businesses and expand our reach overseas focusing especially on Southeast Asia.

BNK Financial

Group Vision

Vision 2015

Korea's Super Regional Financial Group

Vision 2020

Global Super Regional Financial Group

B N K Financial Group

Management Principles

Customer Satisfac-
tion Management
Raise customer sat-
isfaction levels and
put emphasis on
customer interests

/

o}

Value Creation
Management
Create the highest
corporate value
based on long-
term profitability

/

Win-Win
Management
Practice social
responsibilities

through contri-
bution to local
communities and
region-focused
management

o/

Employee Happi-
ness Management
Satisfy employees
by creating a work-
place with joy and

a sense of pride

/

o}

BNK Financial Group seeks to become the first superior
regional financial group that represents Korea.

As Korea's No.1 regional financial group, we will conduct our
business lines as a comprehensive financial group, and
secure specialized competitiveness as a regional financial
group to make inroads into the global market.

BNK Financial Group seeks to become a premier regional
financial group with global competitiveness.

We aim to fly higher as a globally competitive, world-class
premier financial group. We are focused on going-beyond
our first rank in Korea and aim to emerge as a superior
regional financial group equipped with a comprehen-

sive financial service system.

X Happiness with You

In Starting ‘Happiness with You’

The 'Happiness with You' project that began in 2012 has been highly acclaimed because it laid a new foundation in corporate social
contribution activities as BNK Financial Group’s customized social contribution project. It has garnered strong trust from local com-
munities and customers as well. We aim to spread the benefits of the project to Busan, Ulsan and Gyeongnam regions to reach out

to more local residents.

‘Happiness with You’ Fostered by BNK Financial Group

BNK Financial Group's corporate slogan is 'Happiness with You' It implies that we will practice the Happiness with You to create a
loving world. The slogan also implies Giving Hope through Happiness for the future by spearheading initiatives forsocially respon-
sible management and creative finance. It also conveys our commitment for continued passion toward the development of local
communities driven by our key business focused on socially responsible projects in the group level. We are ready to make a happier
future with stakeholders as all our affiliates are unwaveringly engaged in practicing the 'Happiness with You'based on the four man-
agement principles: win-win strategies, customer satisfaction, value creation and employees'happiness.

Core Values

Customer
-oriented

Challenge and
Innovation

Responsibility
and Trust

Communication
and Teamwork

BNK Financial Group
Sustainability Report
2014

Happiness
with You

B N V\ Financial Group
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CEO Message

Since the establishment of Busan Bank in 1967 that has ma-
tured with the local regions, BNK Financial Group was launched
in 2011. The group has leaped higher as Korea's representative
regional financial group with seven affiliates in a space of mere-
ly four years.

With the incorporation of Kyongnam Bank last October, we es-
tablished a two-bank system. As a result, we have solidified our
presence as one of Korea's top five financial groups with total
assets of KRW 93 trillion, 8,000 employees and 500 branches as
of end-2014.

The corporate title was changed from'BS Financial Group'into
‘BNK Financial Group’ because 'BS' might be understood as
geographically confined to Busan, while BNK as an acronym for
‘Beyond No.1 Korea'and 'Busan and Kyongnam' This will push us
to move forward to become a 'Global Super Regional Financial
Group'.

We have intensified the scope and depth of the Happiness with
You project that has cemented its presence as an iconic brand
of BNK Financial Group while leading socially responsible man-
agement practices in the financial sector from 2012. As such,
we are committed to practicing noblesse oblige befitting the
higher prestige of BNK Financial Group.

This year's corporate slogan for BNK Financial Group is ‘Giving
Hope through Happiness' Accordingly, we plan to extend
financial services that give hope to local communities and
customers by scaling up the creative finance, and initiating
region-focused social contribution projects that have stories to
tell and touch the hearts of people.

We aim to create our exclusive differentiated values by selecting
the following action plans according to our management prin-
ciple of ‘Great Innovation 2015 — Forward-looking Management
System’in order to establish the basis for sustainable growth.

First, we will secure engines for sustainable growth by car-
rying out distinctive strategies. We will establish our unparal-
leled stature as a leading regional financial group, and boost our
roles as a financial group specialized in Busan as the mecca of
finance. Seeking to tap into oversea markets where the group’s
future growth engines lie, we will initiate optimized business
model strategies in Asia through cross-affiliate collaboration
and enable business localization in a preemptive manner.

Second, we will concentrate on intensifying profitability and
management efficiency based on solid management driven
by stable growth. Based on strategies that focus on profitability
and soundness, all-out efforts will be underway to boost the
competencies of all affiliates by exploring new businesses for
each affiliate, diversifying income sources, maximizing synergies
and establishing a profit-oriented organization.

Lastly, we will practice distinctive socially responsible man-
agement to serve as the most trusted financial partner. We
will dramatically upgrade the 'Happiness with You' project that
has been maintained for the past three years, and take the lead
in creating values to be shared in the financial industry. Projects
to support the creative finance and facilitation of the regional
economies including technology financing, relationship finance
and job creation will be further explored and initiated as we do
the utmost to fulfill social responsibilities for regional communi-
ties and residents.

BNK Financial Group promises to rise as the most exemplary
holding company model that has grown into a world-class fi-
nancial group originating from local regions. This will be driven
by the core value of “Dynamic’Glocal’/Partnership” symbolized
by BNK and its new Cl, and the management motto to grow
higher i.e,, "To the world with the region and to a better future
with the customers!

We would like to express our thanks to our stakeholders, cus-
tomers, shareholders and local communities, for their continu-
ous interest and support for BNK Financial Group’s sustainable
growth.

May 2015

,ﬁ-ﬁ.&aﬁ%

Chairman and CEO of BNK Financial Group S@ Whan Sung

BNK'’s ‘Happiness with You’ will make a world of

happiness giving hopes.
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The Two-Bank System for Future Potentials

Expanding Efficiency in Regional Finance

BNK Financial Group generates synergies while raising regional finance by establishing close coop-
eration as well as seamless exchanges between Busan Bank and Kyongnam Bank. Joint investment
is made in financial investment fields such as PF, SOC and ship finance in order to boost the yield,
while profits are generated by adopting the common brand card, improving hybrid branches and
engaging in mutual cooperation. We laid the foundation to establish an integrated IT center in the
group, and concentrate better on customers with stronger cost reduction efforts through joint
purchasing, resources sharing and prevention of overlapping investment, and also to share greater
benefits as a result.

(As of 2014-end)

Shareholder Status

(Unit: %)

Outline of BNK Financial Group Share ratio of Affiliates Shareholder Share ratio
@ Lotte confectionery co, Itd. 13.12
ﬁi Date of Foundation March 15,2011 BiNIL BusanBank 100.00% @ National Pension Service 11.62
a
& Chairman SeWhan Sung BINIA kyongnam Bank 56.97% ® RarkLandiCo, [td: 403
B \umber of Affl g Aberdeen Global 340
—— umbper Ol iates "
100.009
sae BN capital 0000% ® The Oakmark International Small 234
EXJ Number of Employees 6,860 Cap Fund )
id BN credit information 100.00%
® Samsung Asset Management 1.55
a Total Assets KRW 9332 trill
. riffion .
(including Trust Accounts) BN savings Bank 100.00% Saudi Arabian Monetary Agency 154
. - @ Abu Dhabi Investment
Operating Income KRW 941.1 billion . 0 125
= BINIL securities 100.00% Authority Lendi
S Net Income (equity of the - @®The G i
KRW 809.8 bill e Government Of Singapore 1.11
ul holdings company) illion BN system 100.00%
® UBS Hana Asset Management 1.10
. . @ Norges Bank 1.10
Credit Ratings
Others 57.84
Moody's Fitch
Company
Long-term Short-term Long-term Short-term
Busan Bank A2 P-1 BBB+ F2
Kyongnam Bank A3 P-2 - -
Status of Networks
Domestic Overseas
Classification Total
Branches Offices RepresentativeOffices Branches Offices RepresentativeOffices
FlnanCIaI et} BNK Financial Group 1(Head Office) 1
ing Company
Busan Bank 205 66 1 1 273
Kyongnam Bank 161 161
BNK Securities 4 4
2
Affiliate BNK Capital 13 9 ) 24
(Local Corporations)
BNK Savings Bank 3 4 7
BNK Credit Information 1 1
BNK System 1 1
Total 389 79 3 1 472

2015 Management Goals of the Group

Total Assets

Over KRW 100 trillion

Net Income Over KRW 470 billion
ROA Over 0.60%
ROE Over 9.50%
BIS ratio Over 12.5%
NPL ratio Below 1.4%
Delinquency Ratio Below 0.8%

Double Leverage
Ratio

Within 130%

Debt Ratio

Within 30%

A Representative Regional Financial Group in the Southeastern
Economic Zone of Korea

Since the launch of BNK Financial Group as a premierfinancial holding company among regional
banks in March 2011, the group has established itself as a representative financial group in the
southeastern economic zone of Korea, equipped with seven affiliates: Busan Bank, Kyongnam Bank,
BNK Securities, BNK Capital, BNK Savings Bank, BNK Credit Information and BNK System. Our corpo-
rate presence was solidified as one of Korea's top five financial groups by successfully carrying out
key operations such as: incorporating Kyongnam Bank as a group affiliate, entry of the new head
branch of Busan Bank in Munhyeon-dong and advancement of BNK Capital into Indochina. Armed
with the slogan, To the world with the region and to a better future with the customers'for a high-
er jump, we plan to become 'Korea’s representative regional financial group’equipped with large
scale profitability. We will also belong to Global top 100, Asia's top 30 by 2020 as ‘a global premier
regional financial group!

Securing Competencies for the Management of the Two-Bank
System

BNK Financial Group has set up a holding company organizational unit and has acquired adequate
workforce in order to boost the functions for adjustment, coordination and support and enhance
the operational efficiency of the Two-Bank System. We have boosted our roles as a control tower
by having the holding company supervise tasks such as synergy generation, corporate culture
setup and promotion. Seeking to maximize business consultation and synergies among the banks
and affiliates in the group level, we run consultative bodies by sector under the leadership of the
holding company such as synergy generation, capital adequacy management, internal control, risk
management and IT strategies.

Five Key Initiatives for the Operation of the Two-Bank System

Management Initiating solid management, and inducing win-win development through the two banks’
Directions favorable competitions

Organizational Realigning the headquarters units of the two banks, establishing matrix units and operating a
Management consultative body for the two banks

Business Areas Dividing major business areas for the two banks mostly for Busan and Gyeongnam regions

gffil_iates Strengthening the roles of the holding company as the group’s control tower
usiness
Management (Establishing a systematic affiliate corporate management system)

Maximization of
Synergies

Maximizing the creation of profit and cost synergies among Busan Bank and Kyongnam Bank

N\

Maximizing the Synergies from the Two-Bank System

Busan Bank and Kyongnam Bank scale up the convenience in collaboration and market competi-
tiveness by integrating the headquarters, business criteria and policies of the two banks. Synergies
in profit and cost are maximized in the two-bank system. To this end, high quality services are
offered to customers, including the product and service sharing, joint business operations and op-
erational alliance and co-product development, which would lead to higher profits resulting from
a bigger market share. Moreover, areas for cost saving will be continuously explored by establishing
an integrated IT center, joint procurement and resources sharing.
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BNK Financial Group
History

1960

In the 1960s

1967.10.10 Established Busan Bank

1967.10.25 Busan Bank commenced business op-
erations

¢ Inthe 1970s

1972.06.15 Listed on the Korea Stock Exchange

1972.08.16 Opened Seoul Branch for the first time as a
regional bank

1978.01.16 Opened online operations

e Inthe 1980s
1982.06.21 Relocated the headquarters

(from Sinchang-dong to Beomil-dong)
1985.06.01 Commenced credit card operations

e Inthe 1990s

1990.08. 13 Began online operations for loan business
1997.06.02 Established BS Futures Co,, Ltd

1997.09.18 Opened new comprehensive online systems

2000

In 2000
2000.03.06
2000.11.02

In 2001
2001.06.19

2001.08.01
In 2002
2002.02.18
2002.12.31
In 2003
2003.01.06
2003.06.17
In 2004
2004.04.23

2004.10.15

In 2005
2005.01.16

2005.12.22

In 2006
2006.01.18

2006.05.22

In 2007
2007.04.19
Award
2007.12.07

Commenced Internet banking services
Selected as Busan City’s main treasury bank

Awarded the Presidential commendation as
apatriot for reaching out to the impoverished
in 2001

Commenced the operation for comprehensive
income management system

Completed the establishment of next-genera-
tionbanking system

Awarded the Commendation for Fostering
SMEs in Busan in 2002

Awarded the Gold Prize in the banking sector
at the12th Dasan Finance Award
Established Busan Credit Information

Awarded Korea's Entrepreneurs Award
Awarded the 2004 CSR Award

Conducted the Business ProcessRe-engineer-
ing(BPR) in all branches

Received the Gold Prize in the banking catego-
ry of 14th Dasan Financial Award

Conducted the Customers' Cash Transaction
Reporting system and Know Your Custom-
er(anti-money laundering activities)

Selected as a depository for deposits by Busan
District Court

Awarded the 5th Korea Service Satisfaction

Launched the Scholarship Culture Foundation

K 2008

¢ In2008

2008.06.12

2008.12.09

2008.12.17

° In 2009

2009.01.05

2009.04. 24

2009.12. 21

e 1In2010

2010.01.05

2010.04.13

2010.07.15
2010.10.08

2010.12.01

2010.12.15

° In 2011

2011.03.15
2011.05.20
2011.12.13

e 1In2012

2012.01.10

2012.01.25

2012.03.07

2012.06.27

2012.07.04
2012.12.26

Awarded the Grand Prize in the financial ser-
vice sector

Awarded the Presidential award at the National
Conference on Volunteering and Service
Issued hybrid bonds for the first time as a local
bank

Received the Gold Prize in the banking catego-
ry of18" Dasan Financial Award

Acquired a Grade 1 rating in the 2008 evalua-
tion ofcomplaints carried out by the Financial
Supervisory Service

Awarded the Presidential Award for supporting
job creation

Received the Gold Prize in the banking catego-
ry of 19th Dasan Financial Award

Quarterly Net Income exceeded KRW 100bil-
lion for the first time as a local bank

Established BS Capital

Acquired "AAA” credit ratings from domestic-
credit rating agencies

Designated a ‘2010 Fortune GWP' (Great Work-
Place) to be awarded with the Grand Prize
inthe financial sector by Fortune

Received preliminary approval to become
BS Financial Group

Launched BS Financial Group
Launched BS Information System
Launched BS Savings Bank

Commenced business operations for BS Sav-
ings Bank

Opened the "Neo BS, the next-generation sys-
tem

Acquired approval for comprehensive securi-
tiesbusiness for BS Securities

Opened the newly built Training Center
Declared 'Happy Finance'

Opened the Busan Bank Qingdao Branch in
China

K 2013

In 2013
2013.03.15

2013.03.27

2013.07.11

2013.07.24

2013.08.14

2013.12.16

2013.12.31

In2014

2014.01.03

2014.03.07
2014.03.17

2014.03.21
2014.06.30

2014.10.10

2014.11.04

In 2015
2015.01.28

2015.03.27

Declared 'BS ONE'as BS Financial Group's cor-
porate culture

Opened ‘B-Smart Square’as the regional bank’s
first new-concept smart branch

Received the Moran Medal for the Order of Civ-
il Merit on the 2nd Population Day
Established BS Financial Group's integrated
groupware

Appointed Se Whan Sung as the 2nd Chairman
and CEO of BS Financial Group

Received the Korea Donation for Education-
Award for the first time as a regional bank
Named as the preferred bidder for Kyongnam
Bank

Received the first prize in the banking sector of
the 23rd Dasan Finance Award

Established BS Capital Cambodia Corporation
Announced the 3rd 'Happy Finance'for 2014
CSR program

Established BS Capital Myanmar Corporation
Signed a Stock Purchase Agreement (SPA)
regarding the sale of Kyongnam Bank
Kyongnam Bank incorporated as

a group affiliate

Held an inaugural ceremony for the new head
branch of Busan Bank

Busan Bank ranking first in the Bank Innovation
Assessment at the Financial Services Commis-
sion’

Changed the name and Cl of the group

07
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Stable Corporate Governance

The Board of Directors (BOD) in BNK Financial Group conducts advanced man-
agement activities through transparent and independent operations. The
board representing the rights of shareholders, customers and stakeholders
enhances the corporate value by supporting activities of the sub-committees.

Members of the Board of Directors

The BOD of BNK Financial Group consists of eight directors with expertise and experience in the fields
of law, finance, economy and ethics, and the CEO of BNK Financial Group concurrently holds the posi-
tion as the chair of the BOD.

BOD Appointment Criteria

Our executive directors are appointed at the shareholders’meeting without any gender discrimina-
tion. Upon appointing outside directors, those that have special interests that might influence cor-
porate governance and their influence are to be excluded, according to the corporate bylaws. Out-
side directors are seasoned experts with practical experiences in finance, economy, law, accounting
and media. The appointment is made through the nomination of the Outside Director Nominating
Committee among competent experts with over 10 years of experience in financial companies.
The appointed outside directors undergo training sessions to be equipped with professional
competencies to contribute to the corporate sustainable development, based on which they can
contribute to productive management activities. As the CEO holds the title of the BOD chair, senior
outside directors for appointment are selected to maintain the fairness of the BOD management at
all times.

Operation of the BOD

The BOD holds either regular or ad-hoc board meetings. The regular BOD meeting is heldquarterly,
while the ad-hoc BOD meeting is summoned if the BOD chair deems it is necessary, if a majority
of directors in attendance agree to it, or if the Audit Committee or the CEO/ Chairman makes the
demand. Directors with special interests cannot exercise their decision-making right, and decisions
are made upon the presence of a majority of registered directors if there is no specific provision in
relevant laws or the articles of association. In 2014, eight BOD meetings were held, and the average
attendance rate of outside directors was over 90%, thus fulfilling their obligations by taking part
in management decision-making in good faith. Such matters as establishing the group’s manage-
ment plans, capital increase and incorporate and capital investment in affiliates were deliberated
and decided on.

Introduction of the BOD (As of March 28,2014)

00O
06000

Status of the Operation of the BOD

2012 2013 2014 Unit

Total number

Numbx
of theBOD- 8 15 8
X of times
meetings held
Total number Number
of agendasde- 49 66 59
. of cases
liberated
Decisions Number
decided on 26 39 36 of cases
Numb
Matters 23 57 3 umber
reported of cases

Status of Attendance at the BOD

(Unit: %)
100 100
96.70
95.40
90.40
89.20
2012 2013 2014

e rate of internal directors

of outside directors

Standing Directors

1.Se Whan Sung
Chairman of BNK Financial Group

2.Min JuJung
Vice President of BNK Financial Group

Non-standing Directors

3.Bong Cheol Lee
Lotte Shopping's Vice President of Policy
Headquarters

Outside Directors

4.Sung Ho Kim

President of Happy World Foundation
5.Woo Suk Kim

Chairman of Yeil Accounting Corporation
6.Jae Woo Moon

Advisor of Yulchon LLC
7.Chang Soo Kim

Professor of Pusan National University

8.Heung Dae Park
Chief attorney at Yu Seok Law Firm

Subcommittees of the BOD

Subcommittees of the BOD consist of a majority of its members as outside directors. The BOD
has eight subcommittees: Board Operation Committee, Business Management Compensation
Committee, Risk Management Committee, Audit Committee, Chairman Nominating Committee,
Group Executive Nominating Committee, Outside Director Nominating Committee and Auditor
Nominating Committee. the Outside DirectorNominating Committee and the Auditor Nominating
Committee. Their role is to enhance the efficiency and independence of the BOD so that it can
faithfully fulfill the functionsof supervising and checking top management. Audit Committee and
the Auditor Nominating Committee 100 percent consisting of outside directors conduct effective
monitoring on the top management.

Status of Subcommittees of the BOD

Title Objectives Composition

- Deciding on improvement policies for efficient operations of the
Board Operation BOD and its subcommittees and policies to improve corporate One Standing Director
Committee governance Three Outside Directors
« Deliberating and deciding on agenda commissioned by the BOD

« Establishing measures to enhance management performance for
corporate development One Non-standing Director
- Establishing systems to set, evaluate and reward performance goals ~ Five Outside Directors

Business Manage-
ment Compensation

Committee

of top management
Risk Management - Overseeing and supervising the approval on and compliance with  One Standing Directors
Committee policies on various risks in the Group and its affiliates Four Outside Directors

- Devising and executing audit plans for the Group, assessing
outcome, taking follow-up measures and suggesting improvement
measures

« Laws, Articles of Association and matters commissioned by the BOD

Audit Committee Four Outside Directors

- Nominating candidates for the chairman position and deciding on
Chairman Nominat- the qualifications
ing Committee « Searching for and managing chairman candidates, and verifying the
qualifications

One Standing Director
One Non-standing Director
Five OutsideDirectors

- Verifying, screening and nominating candidates for the gro
Group Executive fying "9 nating ‘ group One Standing Director

Nominating Com executive positions One Non-standing Director
9 « Searching for and managing the candidates, and deciding on the 9

mittee D ) Three Outside Directors
qualifications, e.g. attributes
Outside Director - Nominating outside directors to be appointed at the shareholders’ ) )
L . One Standing Director
Nominating Com- meeting . .
. . o . . . Three Outside Directors
mittee « Matters on forming the Nominating Committee and its operation

- Nominating audit directors to be appointed at the shareholders’
meeting Five Outside Directors
- Matters on forming the Nominating Committee and its operation

Auditor Nominating
Committee

Performance Evaluation and Compensation

Short and long-term performance evaluation and compensation of the top management is con-
ducted based on comprehensive consideration of opportunities and crises in the management
environment according to the financial holding company’s compensation for performance stand-
ards. These decisions are supervised by the Business Management Compensation Committee,
and finalized through the resolutions at the BOD following the deliberation procedure. The ceiling
of the compensation for directors, meanwhile, is approved at the shareholders' meeting, and the
details are decided through the BOD resolutions. For outside directors and non-standing directors,
quantitative assessment based on the attendance rate at the subcommittee and BOD meetings,
and qualitative assessment including employee assessment are conducted through the multi-di-
mensional evaluation.

09
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Integrated Risk Management

BNK Financial Group has established and is operating an integrated risk man-
agement system to promptly respond to crisis situation resulting from various
risk factors that might arise in the process of management activities, as well as
changes in domestic and foreign financial environment.

Risk Management System

BNK Financial Group is operating an integrated risk management system at the group level by unify-
ing the definition and response process for risks by affiliates and risk factor. We maintain a balance be-
tween risks and profits, while regularly monitoring the status of the group and affiliates'risk manage-
ment. For risks that have been derived, information is organically shared with relevant departments
and appropriate responses are made by holding meetings.

Risk Management Organization

BNK Financial Group has established an independent organization and reporting system for risk
management so that adequate and safe checks can be exerted for organizations/units in operation.

Risk Management Committee

As the top decision-making body for risk management in the BOD level, the Risk Management
Committee consists of five directors including standing directors and outside directors. The Com-
mittee decides on the basic directions and strategies for the Group's risk management, monitors
the current risk level and status of risk management activities, and reviews and approves key
items in the agenda. Moreover, the Committee executes the Group's risk policies andspecific tasks
through the Risk Committee and Risk Management Unit in each affiliate.

Risk Management Council

The Risk Management Council consists of the group’s chief risk manager as the chair, and other
members including the head of the holding company’s risk management department and the
chief risk officer of each affiliate. Meetings are held once or more to share risk management issues
and information at the group level and by affiliate, to make decisions on risk policies and strategies.

Risk Management Department

The Risk Management Department of the Group implements the Group's specific policies onrisk
management and monitors risk management of affiliates pursuant to the operation handlingpro-

Key Risk Management Tasks

Measuring risks of the bank affiliates

and standardizing the risk management

system

- Standardizing the measurement criteria by
risk type: initiating to apply the common
criteria for the banks

« Mutually benchmarking competent risk
management systems of the banks:
upgrading the overall level for the systems

Intensifying the group’s asset soundness

and the management of total exposure

+ Managing the adequate credit exposure for
duplicate borrowers and reinforcing reviews
on asset soundness

- Thoroughly managing the total exposure by
borrower, business type and region

Risk Response Activities

BNK Financial Group is supporting sustainable growth at the group level by maintaining a balance
between risks and profits. To achieve this, we have established the group’s integrated risk manage-
ment goal strategies, while the performances by affiliates are comprehensively managed according
to the implementation of key initiatives.

Responding to Stronger Regulations on Financial Risk Management

We analyze the trends in the financial sector and collect relevant data with a keen eye on the global
financial regulations of Basel Conventions. We continuously carry out activities to enhance the risk
management system in the group level with the incorporation of Kyongnam Bank.

Scaling up the Risk Management System for Overseas Branches and Local Cor-
porations

We spearhead activities to improve weaknesses by devising risk management measures as our af-
filiates make inroads into overseas markets. We identify crises and opportunities in global networks
by coming up with a system for regular reporting on overseas risk management.

Managing the Group’s Total Exposure and Regularly Reviewing the Status Quo
on Asset Soundness

We monitor the large exposure in the group level and the status quo of exposure by business type,
region and credit rating in order to respond to credit concentration risks. Asset soundness is reviewed
and reported in the group level so that asset soundness could be stably maintained at all times.

Risk Management in Major Affiliates

Major Affiliates Strategy Goals Key Tasks

« Strengthening risk management for high-risk
assets including real estate PF

cedures.

Selecting Core Risks

Core Risks

Reasons for the Risk Selection

Risk Countering Measures

Managing the credit
concentration risks
and overlapping
borrowers among
affiliates

+An emerging importance of managing credit

rating-specific exposure by the large-amount
exposure and job type, region and credit rating
in the group level

- A need to apply consistent asset soundness

classification for overlapping borrowers among
affiliates

- Thorough management of total exposure by

borrower, job type and region, etc.

« Reinforcement of risk management for high-risk

assets, etc. real estate PF.

Making timely responses to the

introduction of global financial regulations

by phase

« Forming a task force on responding to the
Basel regulations: sharing information among
affiliates and making joint responses

« Introducing Basel Ill on liquidity regulation
(within 2015) and making preemptive
responses to more stringent disclosure
requirements of Pillar Il

- Making joint responses to the modification
of the calculation system for capital
requirements for market risks

Making timely
responses amid
the adoption of the
Basel Conventions
by phase in Korea

- Presence of possibilities to change the stan-

dards of introducing global financial regulations
to Korea by the financial authority

+ A need to prepare for the regulatory adoption,

e.g.devising a group-level management system
and computerizing the output system

«An increase of the impact of BIS ratio due to

changes in the credit for regulatory standards
and the market risk output system

- Launching of a 'task force to respond to the Ba-

sel Conventions’ in the group, thereby manag-
ing sectors by regulatory item and designating
the relevant managers by affiliate

«Setup of the group-wide standard by docu-

menting the output standard as per financial
regulation

- Reflection of additional regulatory standards

through continued improvement of the group-
wide risk management system

Enhancing crisis management capabilities

in the unstable financial market

« Analyzing risks on external instabilities and
reinforcing the functions of reporting

« Conducting the analysis on crisis situation
based on the group’s integrated crisis
scenarios

« Supporting stable growth
centered on soundness in
line with changes in the
financial environment

« Strengthening theme-specific analysis in response to the higher volatility in the fi-

nancial market and concentration risk management

- Supporting stable Profit Basis and adjusting portfolios proactively
« Initiating to acquire approval for the Foundation - IRB (FIRB) and devising regulation

Busan Bank ) .
« Seeking for potential ob-  management measures
stacles against soundness
and reinforcing functions
to reduce them
-Enhanding the functions . \mtwat}wng to acquire addmopa\ approval for thg Foundation — IRB (FIRB) ‘
. -« Sophisticating the market risk measurement in response to stronger trading regula-
to adjust loan and deposit tions
KyononamiBank portfolios by- mproving - Managing liquidity preemptively amid the adoption of the Liquidity Coverage Ratio
the basis for risk manage- (LR
ment « Devising and standardizing the group-wide integrated risk awareness system
- Initiating measures to acquire additional approval on the Internal Ratings Based Ap-
proach for credit risks
- Sophisticating the measurement of market risks in response to stronger trading reg-
Raising the functions to ulations
. 9 . « Preemptively managing liquidity amid the introduction of Liquidity Coverage Ratio
. adjust loan/deposit port-
BNK Securities " . (LCR)
folios by enhancing the S . . y . .
) ) « Devising and standardizing an integrated risk perception system in the group level
basis for risk management . .
« Upscaling expertise in reviewing unstructured products
- Maximizing profits against the risk ceiling through risk-adjusted performance analysis
« Establishing an enterprise-wide risk management culture through risk management
training
- Strengthening monitoring on large loans, and managing the loss rate and delin-
- Preemptively strengthen-  quency rate
BNK Capital ing the risk management - Managing liquidity in a sophisticated manner using the ALM system
system - Computerizing the control self-assessment (CSA) and improving the assessment

itemns

« Intensifying integrated risk management
functions for overseas branches /

« Raising the competencies
for managing risky assets
BNK Savings Bank by establishing a system-
atic risk management sys-
tem

« Managing the asset and debt portfolios for the compliance of regulatory ratios

- Enhancing capabilities to respond to potential crises resulting from market volatility
- Stably managing interest rate risks through adequate spread management

- Managing operational risks and reinforcing internal control

11
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Transparent Ethical Management

BNK Financial Group fosters a deep trust and ties with stakeholders based on
ethical management. Establishing transparent ethical management principles
and forming an ethical compliance culture within the organization will lay a
solid foundation for the group to fly higher.

Strengthening the Ethical Awareness

BNK Financial Group applies the code of ethics and action plans for employees in the enterprise
level. Regulations for employees are prescribed such as the prohibition on exchanges of gifts or
entertainment, etc. requirements for external activities, investment activities regarding equity se-
curities, etc,, anti-money laundering and the whistleblowing system for ethics violators. Matters on
the code of ethics are available on the website of BNK Financial Group along with a code of actions
and relevant principles.

Promoting Law-abiding Spirit among Employees

The code of ethics at BNK Financial Group is applicable to all employees, which is also notified to our
partners to abide by it. All employees in the group shall be prohibited from any acts indulging to
do with in corruption including cash transactions and briberies as well as accepting gifts or enter-
tainment from corporations in transaction according to the code of ethics and the code of actions.

Anti-trust and Prohibition of Anti-competition Practices

Any acts that disturb financial orders including unfairly increasing customers'financial expenses or
violating their rights are prevented. Unsound business acts including abusing dominant positions are
harshly banned.

Ethical Management Unit

BNK Financial Group enables the Compliance Department to systematically conduct tasks in fulfill-
ing the code of actions and the code of ethics. Details for effective implementation of the code of
ethics are clearly stipulated through the internal polices and guidelines including the Employees’
Code of Ethics, Internal Control Regulations and the Compliance Operation Guideline. The whistle-
blowing system is up and running and informants are fully protected.

Internal Control Council

The'Internal Control Council’is in operation in order to intensify internal control as a consultative
body among those involved in internal control operations in affiliates and the group. Its main ac-
tivities include establishing an enterprise-wide response system for internal control and engaging
in customer information protection operations and IT security. Moreover, it continues to review
the genuine implementation of internal control, while reinforcing internal control in the group by
improving the existing systems. The ‘Internal Control Council by Affiliate’is a consultative body that
is managed separately. It identifies matters to be improved based on self-analysis on overall internal
control by affiliates and conducts continued internal control checks.

Executing the Ethical Management

BNK Financial Group completely bans exchanges of gifts among those in contractual and transac-
tional relationships, the acquisition of customary fees and personal acquisition of unfair earnings in
accordance with the Employees’' Code of Ethics and Code of Actions. Provisions on integrity are to be
reflected in a contract in accordance with the provision on signing integrity contracts. We also induce
companies in transaction to sign and submit the‘Integrity Pact'in order to establish a transparent con-
tractual relationship.

Prevention of Money Laundering and Insider Trading

Employees in the group are banned from engaging in illegal money laundering, which is reported
based on a procedure for reporting suspicious transactions. lllegal acts that might occur from insid-
er trading including the usage of undisclosed information and adjustment of the market price of
securities are completely blocked.

Whistleblowing System and Protection of Informants

A guideline on the whistleblowing system is dissipated in the group level so that employees may
report to the group’s compliance officers on violations of the code of ethics and the code of ac-
tions, and the anonymity is guaranteed with the presence of multiple reporting channels. Moreo-
ver, regular training is offered so that all employees are fully informed of the whistleblowing system.

Help Desk Operation

Diverse reporting channels such as registered mail, telephone call recorder, fax and e-mail are in op-
eration to ensure efficient operation of the whistleblowing system and toguarantee the anonymity.

Reflection in the Employees’ Performance Assessment

There is an item on compliance and fulfilment of the code of actions in the employees’ perfor-
mance assessment, which ensures that employees should be equipped with a proper awareness of
ethical acts at all times.

Participation in Ethics, Compliance and Internal Control Courses

2012 2013 2014
Classification Kyongnam Unit
Busan Bank Busan Bank Busan Bank
Bank
Training on Financial Accident
Prevention(via broadcasting All employees All employees All employees All employees Persons

system)

Accident prevention educa-
tion for new employees and 216 186 222 173 Persons
new branch heads

Job training for branches 12 93 246 577 Persons

Number of hours of ethical 6

L. 6 6 12 Hours
training per person

Number of times for holding Number of
ethical training courses times

13



1 4 BNK Financial Group Sustainability Report 2014

Initiating Sustainable Management

BNK Financial Group reflects stakeholders’ feedback collected through various
channels in overall management activities, while paying attention to expand-
ing the stakeholder engagement and communication. Moreover, we seek to
contribute to happiness and growth of everyone in the society as well as cor-
porate growth through sustainable management.

Background for Initiating Sustainable Management

The environmental destruction resulting from climate change and the expansion of democratice
socialization raise doubts over corporate competitiveness not only in terms of financial growth but
also in the fundamental aspect. That is why there is greater interest on the development of sustain-
ability where the growth of social and environmental values is fully considered. Companies have
internally strived to generate new growth engines and also to produce products and services befit-
ting environmental and social responsibilities, while emphasizing their roles and responsibilities as
sustainable players. BNK Financial Group is no exception. We offer diverse products and solutions to
seek for sustainable development. All stakeholders including our customers and social community,
initiate social contribution activities with participation by employees, and empower the sustainable
growth in Busan and Gyeongnam regions.

Sustainable Management Unit

BNK Financial Group operates the Group's Corporate Management Council consisting of the Chair-
man and CEOs of affiliates. The council sets integrated sustainable management strategies and
policy directives for the holding company and affiliates. The Strategy and Planning Division of BNK
Financial Group under the council is in charge of sustainable management operations. A task force
on sustainable management is formed that includes those in charge of the operations in the hold-
ing company and affiliates. They devise and review the performance while addressing sustainable-
management issues that come up every year.

Goals and Plans for Sustainable Management

BNK Financial Group seeks for sustainable growth with unity with Busan and Gyeongnam regions.
We also hope to find triggers to enhance the financial sustainability of local communities including
win-win growth with them and the development of financial specialists. As a regional financial
group trusted by customers and regional communities, we will secure reliability in management by
establishing an anti-corruption and ethical management system and strengthening the capabili-
ties for integrated risk management. For environmental responsibilities, we plan to extend support
in setting up eco-friendly infrastructure in the society by proactively reinforcing climate change
responses and reducing energy.

== -

« Sharing performance on
CSR activities and giving
feedback

« Sharing roles on revitaliza-
tion of the local economy

Regular Seminars,

Stakeholder Engagement

BNK Financial Group is committed to rising higher as a group inducing en-
gagement where stakeholders are at the center based on proactive participa-
tion and information exchange among stakeholders. To this end, multifaceted
endeavors for policy improvement are underway so that we could devise ways
for broader stakeholder engagement and induce more passionate engage-
ment and evaluation from their side.

Stakeholders of BNK Financial Group

BNK Financial Group takes financials and non-financials such as environmental and social values
into consideration in a comprehensive manner, and selects and manages six major stakeholder
categories: customers, employees, communities, partners, shareholders and investors. The domains
of each stakeholder group are with differentiated approaches in consideration of sector-specific
features and relevance to BNK Financial Group.

Stakeholder Communication Channels

Various channels to gather feedback are being developed to narrow the gap in communication
among stakeholders. We ensure that stakeholders are provided information in an easier and faster
way and present their feedback by participating in various social media as well as surveys, actual
visits and the website.

Stakeholder Communication Channel

-
Loca)l Volun- o Shareholders and
/\ teering Group, Investors
h Public Hearing, Shareholders’ Meeting,

Seminars Investor Conference, AT .
Business Report, Website, - Participating in the strategic

Annual Report, decision-making process
Management Disclosure « Reaching consensus in
the course of business and

market development

Partner Company

Workshop

@

X
B e [e==)
ustomer Service

Center, Customer

- Creating opportunities for Satisfaction Survey, « Awareness and expectations
joint growth based on mutu- Website, Customer about products and services
al cooperation with partner Evaluation System « Evaluating the Group’s brand
companies e ey ‘ . recqgmhon

Employee Meetings, « Conducting discussion and
Company Newsletter, support for small and medi-
Labor Union, Labor Management um sized enterprises

Council, In-house Broadcasting

Employees O

« Discussing agenda including recruitment, talent

Investment in Govern- m
ment Projects, Regular
!E Seminars o Government

- Engagement in Government Projects

development, performance evaluation, compensation, Tax Payment and Legal Compliance

welfare benefits and working environment

« Monitoring the internal satisfaction of employees

15
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Materiality Test

BNK Financial Group makes analysis in an objective perspective on issues and
aspects of materiality identified from internal and external stakeholders includ-
ing employees, customers and communities. We operate responding process-
es to suggest corporate directions and efforts for improvement based on the
generated outcome.

Materiality Test Process

Core aspects of sustainable management in BNK Financial Group are determined through the ma-
teriality test process. A pool of sustainability issues was generated in consideration of the external
image of BNK Financial Group exposed via the media and internally discussed management issues.
Afterwards, internal and external surveys and collection of specialist feedback took place according
to AATO0OSES, which is the global standard for stakeholder engagement. We also suggested the
roles and responsibilities of BNK Financial Group for topics selected as the core aspects of key mate-
riality throughout 2014.

Materiality Test Process

Step #1.
Identification of Issues on
Sustainable Management

Step #2.
Internal and External
Stakeholder Engagement

«Identifying internal and external issues for
sustainability management
-International standard indicators for sustainability
management (GRI G3.1, GRI FSSS, 1ISO26000)
- Industry specialization indicators(DJSI)
- External environment analysis (media research,
benchmarking)
- Review of internal issues for sustainability
management
- Composition of a pool of issues of materiality

« Conducting surveys on internal and external
stakeholders
- Atotal of 912 internal and external stakehold-
ers in stakeholder engagement
-802 internal stakeholders
- 110 external stakeholders
« Collection of external specialist feedback

Materiality Test Results |
0.

Step #3.

Conducting Materiality Test

«Social Interest
- External stakeholder surveys, industrial bench-
marking, usage of media surveys
«Business Impact
- Internal stakeholder surveys, utilization of past
issues and specialist evaluation outcome

Core Issue List

Conducting strategic social contribution activities in consideration of social aspects

Reinforcing the system for customer satisfaction and customer relationship manage-

Scaling up activities to initiate win-win growth policies with companies within the

A -
% o of the regions
S

2

by o ment
4
by
=
m
3 e regions
& e Advancing into the global financial market
@ e o o Developing financial products and services for public benefit

Intensifying the financial accessibility of financial consumers

Intensifying the system for employees’ welfare benefits

Introducing a training program for employees’ competency buildup

Seeking measures to generate synergies by expanding business areas and networks

Engaging in management innovation activities for continued improvement of
management profits

Establishing and enhancing a fair and transparent performance assessment system

Core issues 12

Reducing GHG to respond to climate change and the amount of energy used

Conducting consumer training on financial products and services

Other issues

Devising effective social contribution activity plans and managing relevant perfor-
mance

Introducing an eco-friendly culture and engaging in communities

Developing products and services in consideration of eco-friendly factors

Embracing employees’ complaints and struggles and facilitating the Ombudsman
system

Intermal stakeholders

v

Step #4.
Devising Core Issues

«Formulating 17 Core Issues
- Formulating core issues in 17 categories based
on interviews with working-level employees
and reviews of management strategies and
internal documents following the outcome of
materiality test

Reviewing the Directions for Mid-and Long-term Manage-
ment Strategies

We formed the Sustainability TFT to discuss core issues of sustainable management generated
from the materiality test where the issues are discussed together with major management agenda.
The outcome of issues discussed in this process is either immediately reflected in management
activities or handled as mid-and long-term strategy tasks. The outcome reflected in management
activities is disclosed via the website and the Sustainability Report. We will make the utmost efforts
to be externally recognized for our sustainabilitymanagement system and activity performance by
realizing social responsibilities and establishing channels to communicate with stakeholders.

Deciding on the Reporting Aspects of Sustainable Management

We identified 17 sustainable management issues as a result of materiality test. The core issues iden-
tified were reconfigured into five core aspects after reviewing the inclusivity and responsiveness.
With regard to the methodologies for reporting, the status quo is introduced in both business and
sustainable management perspectives for all aspects, and comprehensive goals are suggested. For
specific topics, policies and activities initiated by BNK Financial Group are introduced so that our
sustainability performance could be identified in an objective perspective.

Step #5.
Planning on the Contents for
Each Core Aspect

Step #6.

Reflecting on Management Strategies

«Forming the reporting items for five core
aspects the BOD(Board of Directors Meeting)

«Report to the Management Committee and

«Review the direction of medium-and
long-term management strategies

«Responding to external evaluation on
sustainable management

«Reporting on the summary of core aspects
of the previous report
- Issues on the information protection of
financial consumers
« Planning on the storyboard and specific
contents

Core Issue List Type Core Aspects page

4 Advancing into the global financial market

Laying the Foundation for

9 Seeking for measures to generate synergies by expanding business areas and networks Aspect. 1 20~25
£l g Ynergies by exp e P Sustainable Growth
10 Engaging in management innovation activities for continued improvement of management profits
2 Reinforcing the system for customer satisfaction and customer relationship management
5 Developing financial products and services to realize the public good
Providing customer-centered
6 Intensifying the financial accessibility of financial consumers Aspect. 2 ) d ) 26~33
financial services
13 Conducting consumer training on financial products and services
16  Developing products and services in consideration of eco-friendly factors
12 Reducing GHG to respond to climate change and the amount of energy used N Responding to Climate Change .
spect. 3 . 4~

15 Introducing an eco-friendly culture and engaging in communities and Energy Reduction
1 Conducting strategic social contribution activities in consideration of social aspects of the regions Suggesting a new win-win
3 Scaling up activities to initiate win-win growth policies with companies within the regions Aspect.4  growth model with the regional ~ 40~47
14 Devising effective social contribution activity plans and managing relevant performance communities
7 Intensifying the system for employees’ welfare benefits
8 Coming up with a training program for employees’ competency buildup

Aspect. 5 Fostering financial specialists 48~55
1 Establishing and enhancing a fair and transparent performance assessment system
17 Embracing employees’ complaints and struggles and facilitating the Ombudsman system

17
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Aspect 1

1.

Laying the Foundation for

Sustainable Growth

VI 7 1777777777777 7 1777777777777 7 77777777771 1171117777777 7y

Importance of the Foundation for Sustainable Growth

For the long-term survival and growth of a financial group in the era of low interest rates and
low growth, it is critical to lay the foundation for sustainable growth. In 2015, in particular, un-
certainties are expected to rise in the financial market, while investment confidence in risky
capital may shrink. Hence, utmost efforts must be poured in to achieve stable and sustainable
growth. As such, BNK Financial Group scales up the existing projects by enhancing business

capabilities and reducing cost, and generates synergies and explores new markets and

projects through establishing cooperative working system with affiliates.

» Business Review - Sustainability Review

With the onset of the global financial crisis in 2008, customers have

realized that financial products are not the income source that guar-
antees a high yield and thus started to demand more stable financial
products and groups. Against this backdrop, companies have strived
to fulfil corporate performance through overall innovation in business
activities and by building trust with customers and in the society. No
doubt, such management innovation reduces corporate risks and

Corporate bankruptcies resulting from corporate failure would generate
higher costs throughout the society. However, if a company strives to
generate a sound performance through continued innovation, it would
contribute to stronger corporate and national development. BNK Fi-
nancial Group does its best to rise higher, doing its best to improvesus-
tainable growth of society by scaling up new growth engines based on
the expansion of affiliates and entry into overseas markets, developing

contributes to higher yield, thus generating stronger performance competent workforce and improving the financial environment.

and establishing soundness.

L - 1 L
g R
£ L

BNK Financial Group recognizes the importance of setting up the foundation for sustainable growth, thus striving to establish a forward-looking management sys-

[ Performance and Goals

tem based on the management slogan of ‘Great Innovation 2015. Whilst maximizing the existing core competitiveness and profitability, we will tap into exclusively
new growth engines based on continued improvement and innovation for the management system. Believing that we are a regional financial group representing
regional finance, we develop specialized products and services specific to a region, secure affiliate-specific competitiveness and create synergies, thus beefing up
profitability and management efficiency.

= .
- - Materiality
"\. Test Map

: ®
® o

h External stakeholders

Advancement into global financial markets

CoreIssue. 4

Seeking for measures to generate synergies by expanding
Core Issue. 9 ] i
business areas and business networks

Conducting management innovation to make continued
Corelssue. 10

improvement for management profits

Laying the Foundation for Sustainable Growth

Internal stakeholders

\
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Prospect and Response Planin

Financial Environments
e —

Opportunities in the Financial Environment

The global economy that showed signs of recovery from 2013 is somewhat sluggishly turning
around in 2014. However, the recovery flow, albeit gradual, is being witnessed from the latter half
of 2014.In 2015, the U.S economic upturn will continue on, and the Eurozone will hit a gradual
growth phase amid the recovery momentum led by advanced countries. Moreover, in the U.S. and
the Eurozone, the ultra-low interest rate policies of the central banks will continuously proceed, so
the intensity of fiscal cliff will ease, which is expected to contribute to the growth momentum.

Risks in the Financial Environment

The inflationary interest rate in the U.S. is expected to emerge from the latter half of 2015. Many
analyze that the interest rate spread between the U.S. and emerging countries will shrink to stir
upward pressure and increase the possibilities of capital leakage from emerging countries. In the
event that the U.S!interest rate hike becomes more dramatic than what the market expects, or for-
eign exchange crises emerge in volatile emerging countries due to capital outflow, concerns arise
that the Korean financial market is likely to undergo higher volatility.

Response to Changes in the Financial Environment

BNK Financial Group garnered the five-fold asset growth within nine years as of 2014-end with
KRW 93 trillion (including trust accounts). We will continue to exert efforts for endless changes and
innovation to maximize profits based on prompt decision-making and robust execution capacities
which are the core competitiveness of the group. We establish a sustainable future growth system
amid the rapidly changing management environment as we forecast the year 2015 as a period of
new opportunities and crises.

Maximization of Profit-Oriented Management Core Competencies

We continuously maintain and develop core competencies of the group, that is, prompt deci-
sion-making, consistent strategic directions and robust business execution capacities. We reinforce
our profit-generating capabilities and expand market dominance by initiating multi-dimensional
relationship finance based on regional community-focused business. Moreover, we reinforce
preemptive risk management activities to solidify our business fundamentals through thorough
asset soundness management and maintenance of capital adequacy.

Setup of the Forward-Looking Management System

We establish the systematic affiliate management system exclusive to BNK Financial Group, which
befits the global standards. We put in place a united corporate culture in the group level by establish-
ing close cooperative systems between Busan Bank, Kyongnam Bank and affiliates to maximize the
group-wide synergies. In order to reinforce expertise in the financial sector, we introduce programs
to train the top management and intermediate-level managers and specialized programs for core
experts.

{ZO 1. Laying the Foundation for Sustainable Growth 40  4.Suggesting a New Win-Win Growth Model with the Regional Communities 2 3

26 2.Providing Customer-Centered Financial Services 48 5. Fostering Financial Specialists

34 3.Responding to Climate Change and Energy Reduction

Proactive Response to Changes in the
Regulatory and Financial Environments

Policies and Directions

BNK Financial Group closely reviews its impact on the regional economy by responding to changes
in the global financial environment and beefs up preemptive responses. We set department-specif-
ic response strategies to be in line with changes in various regulations and institutions while con-
sidering business features of affiliates. We also focus on devising preemptive measures including
prior actions for top agenda. Moreover, we strive for the growth of the customer base by expanding
the convergent customer contact points in tandem with the expansion of online finance.

Activities and Roles
Preemptive Responses to Changes in the Financial Environment

BNK Financial Group utilizes the regulatory changes as opportunities to expand the customer base
through preemptive responses to the business, product and service development of each affiliate.
Busan Bank is bracing for the bank innovativeness assessment by dissipating technology finance,
improving financial practices and fulfilling social responsibilities. Kyongnam Bank, meanwhile,
scales up the eligible targets amid the increasing demand for lower interest rates, and improves
the practices on redundant and excessive documentation. The bank also extends service for export
finance and the finance for technological assessment basis and initiates rationalizing the conditions
to issue credit cards. BNK Securities is prepared for deregulations on private equity funds, e.g, flour-
ishing M&As and IPOs. BNK Capital, meanwhile, is striving to respond to the introduction of special-
ized services for corporate loans and realignment of the loan business requirements.

Response to Basel lll

Seeking to enhance international alignment in capital regulations, Basel lll was adopted for capital
regulation for holding companies of banks from December 2013. BNK Financial Group has estab-
lished the group-wide risk management system to proactively respond to changes in the capital
regulations and manages the group-wide BIS ratio befitting Basel lll. We calculate the group-wide
standardized risk-weighted assets (RWA), and the methods for calculating RWAs to calculate the
regulatory capital ratio include the credit risk standardized approach, market risk standardized ap-
proach, and the basic indicator approach for operating risks. We also run a task force to respond to
the Basel Conventions to prepare for soon-to-be-adopted global financial regulations (LCR, lever-
age ratio and Three Pillar disclosure, etc.).

Innovation in Channel Strategies

We devise omni-channel strategies converging face-to-face and non-face-to-face channels and ini-
tiate corresponding activities in the group level as more customers using financial services resort to
the latter, e.g. online banking and smartphone banking. We forge seamless alignment and integra-
tion among the existing non-face-to-face channels such as online banking, smartphone banking
and call centers, and offline branches. We also develop products and services specialized for smart-
phone banking, thus maximizing the convenience for non-face-to-face channel users. Moreover,
we maximize the channel efficiency within the southeaster economic zone in Korea by modifying
services in our banks.
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Initiating Differentiation Strategies and

Expanding the Business Scope
_ ¢

Policies and Directions

BNK Financial Group is committed to solidifying its presence as a regional financial group leader
by intensifying distinctiveness and expanding the business scope. We seek to secure continued
growth and an adequate corporate scale for the group by adopting differentiation strategies
after considering distinctive features of each affiliate. To this end, we do the utmost to intensify
the group’s brand value by striking a balance of development in each affiliate by setting strategic
positions for non-banking affiliates as well as banks, and establishing differentiated positions in the
industry.

Activities and Roles
Securing the Domestic Business Network

Busan Bank paved the way for nationwide businesses by opening business divisions in Gwangju
Gumi and Daejeon in 2014. Moreover, we secure expertise in ship finance and derivatives in bank-
ing and securities sectors to secure prestige as a specialized financial group in the financial center
of Busan.

Establishing Global Networks

We conduct review on business diversification to establish balanced business portfolios among
affiliates in the banking and non-banking sectors, while jumping higher as a global financial group
through overseas advancement. Our Qingdao Branch is the first of its kind to be opened by a re-
gional bank, which earned the net income of USD 640,000 in 2014 with a stable presence. The Ho
Chi Minh Representative Office that opened in Vietnam in 2011 is poised to be upgraded into a
branch. Moreover, utmost endeavors are poured in to launch local subsidiaries, initiate M&As and
open branches for expansion of overseas business not only in Southeast Asia including Vietnam,
Cambodia and Myanmar and but also in China.

Differentiated Strategies by Affiliate

Type Activities

1. Establishing a balanced asset portfolio by intensifying retail banking services
2. Initiating in-depth relationship banking through regional-focused operations
- Setting the presence as the leading bank in relationship banking and as ‘a bank that
knows its customers best’
«Increasing the information quality through intensified customer relations, initiating
cross-selling based on quantitative data and providing products and services cater-

Banking Affiliates

Activities ing to customer needs in specific regions

of Affili- 3. Facilitating the existing transactions with public institutions and their employees

2tes « Fulfilling roles as a leading bank for the regional financial center by specializing in mari-
Busan Bank

time finance and derivatives

- Streamlining the systems for better efficiency including CRM and comprehensive profit
management

- Providing financial conveniences to local residents by opening branches on weekends

« Fostering regional financial specialists and intensifying one-stop marketing

Kyongnam Bank

BNK Securities - Establishing the region’s leading IB business network

- Differentiating strategies and raising expertise by exploring new niche markets and
BNK Capital initiating specialization strategies
- Forming the foundation for overseas business and making them stable

- Conducting region-focused operations, advancing into new projects, creating special-

NS 5=Bank ized business models

- Expanding cross-affiliate synergies and intensifying competencies for external business

BNK Credit Information X
operations

- Diversifying the profit base by reinforcing business competencies in Sl and conducting

BNK System integrated IT procurement

Busan Bank Intensifying Retail Banking

BNK Retirement Planning Center
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Reinforcing Profitability and Raising

Management Efficiency
_ ¢

Policies and Directions

BNK Financial Group focuses its enterprise-wide competencies on raising profitability and manage-
ment efficiency. The group thoroughly manages asset soundness and NIM, while expanding the
portion of cross-selling and up-selling for the existing customers, thus striving to enhance profita-
bility and soundness at all times. Business capabilities are maximized and management efficiency
is boosted by developing new differentiated projects, products and services for each affiliate, facil-
itating synergies of each affiliate realigning the organizational structure of the two banks, i.e. Busan
Bank and Kyongnam Bank and establishing a cooperative scheme. Furthermore, we proceed with
structural innovation for the whole group, and reduce unnecessary budgets so that strategic cost
reduction and tightening management could be here to stay.

Activities and Roles
Strengthening Profitability

Busan Bank is making multifaceted efforts to upgrade its profitability. Business capabilities in the
non-interest rate sector are reinforced and investment competencies are fostered by improving
specialized capacities and reinforcing customer relationship management in order to scale up
profits in the non-interest rate field. Meanwhile, Kyongnam Bank launched the Profit Management
Committee to focus on competencies to improve the bank’s profitability. Continued efforts are un-
derway to raise the NIM(Net Interestes Margin) through improved procurement structure and more
robust credit card business operations. Non-interest rate sector continues to witness a higher yield
also through the bank's advanced entry into the retirement market, higher competitiveness of fund
products and stronger profits in the trading of assets under management.

Launch of BNK Retirement Planning Center

Busan Bank launched the BNK Retirement Planning Center’and the service of ‘BNK retirement plan-
ning'in 2014, allocates more retirement specialists in each branch and provides comprehensive
retirement planning solutions so that customers could effectively adapt to an aging society. The
brand of ‘BNK Retirement Planning’ will spread to all affiliates in BNK Financial Group, while leading
the regional retirement banking sector through reinforced service and product portfolios.

III11777777777777777777777777777777777/777777/7/77/77//7/7/7/7/7777777.

Promises of BNK Financial Group

We will carry out diversification strategies for profit sources by initiating affiliate-specific differen-
tiation strategies and steadfastly tapping onto new projects. Cross-affiliate synergies will be maxi-
mized, while customer trust is boosted through our unwavering efforts as a global super financial

group.

KPIs
Type
Short-term Mid-term Long-term
Network Securing the domestic business Expansion of Overseas Fulfilling Roles as a Comprehen-
Expansion basis Advancement sive Financial Group
« Opening branches in areas with -« Establishing new overseas - Establishing an integrated finan-
growth potentials corporations cial environment by launching
- Establishing nation-wide - Aligning partnership operations  in-house projects and M&As
business networks in the group  with local financial institutions
level abroad
Reinforcing Laying the foundation for Strengthening the Branch Sharing the Affiliate Network
profitability stronger profitability Network Management - Developing hybrid financial
« Devising community-based re-  « Maximizing efficiency through ~ products
tail banking business strategies  the integration of branch - Securing customers and reduc-

networks based on profitability  ing cost through the prevention
evaluation of investment overlaps

40  4.Suggesting a New Win-Win Growth Model with the Regional Communities 2 5
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Importance of Customer-centered Financial Services

There is a greater need for developing specific financial products depending on the purpose and
attributes of customers since they are the final consumers of the financial products and services.
That is why global financial companies make unsparing efforts to offer customized financial ® Prises ARG 6|r;p.orti'1_.n|-tle_§
products based on diverse customer needs and upgrade the customer convenience. BNK Fi- | Ay

« Business Review

In 2015, we forecast higher expectations for economic turnaround

nancial Group strives to present differentiated financial services to leap higher as a regional

financial group representing Asia without any complacency about being one of Korea'’s top and stronger potentials of recovery in the global investment confi-

five financial Groups. Please take a closer look at the paths of BNK Financial Group that dence. Yet, there will be a continuum of economic ncertainties and
. . . . . financial aggravation for companies and consumers. In the financial
makes further development through win-win growth with local communities driven by e e el ccwvors will e =l ol
sharing-oriented management, technological finance and relationship banking under lower volatility in the financial situation of customers and to enhance
the slogan of ‘Giving Hopes through Happiness! their trust in order to offer customer-centered financial services. More-
over, there also rises a need to scale up stability throughout the na-
tional economy through sound household banking, thus contributing

to win-win growth of financial companies and the national economy.

" B Performance and Goals

F

striving to come up with various communication channels.

° Matenallty h External stakeholders

- Sustainability Review

Core Issue. 2

Information sharing takes place in real time amid the development and
expansion of global networks. As the usage of financial services in the
Internet environment is made easier, the launch and development of
numerous products and the expansion of the number of branches are
not enough to expect the vision for sustainable growth in this challeng-
ing world. As a result, a need for R&D to establish a customer-centered
financial environment is rising higher.

BNK Financial Group strives to offer community-focused financial products and services as a representative regional financial group of Busan, Ulsan and the Gyeo-
ngnam region. In line with the ‘two-bank’ system with Busan Bank following the incorporation of Kyongnam Bank, we try to make efforts for policy improvement to
better support customers' financial accessibility and contribute to win-win growth with regional communities as well as customers as a regional financial group by

Reinforcing the system for customer satisfaction and customer
relationship management

Developing financial products and services for the interest of
public interest

Test Map (1)

Core Issue.5

Core Issue. 6

Strengthening financial accessibility of financial consumers

Core Issue. 13 Conducting consumer training on financial products and services

Developing products and services in consideration of

Core Issue. 16 .
environmental factors

Providing Customer-Centered Financial Services

Internal stakeholders

>
>
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Development of Customer Satisfaction Products

Policies and Directions

BNK Financial Group strives to enhance customer satisfaction and convenience by proactively
reflecting customer voices. We are to offer products and services specialized in customers and
regional communities by applying the needs of each consumer bracket identified through contin-
ued customer communication to management activities. We will pursue a greater customer con-
venience and transactional Safety as a financial group that puts the top priority on customers.

Financial Products for Public Interest

BNK Financial Group launches wide-ranging public interest products to offer opportunities for indi-
rect social contribution through such products for customers, while fulfilling social responsibilities
as a representative regional financial group.

Promotion of Employment of the Disabled and Loan Extension for Employment
Funds

Loan extensions are offered at a low interest rate to employers employing or seeking to employ the
disabled or the elderly to procure and improve the facilities or equipment that are required for the
disabled.

Extension of Scholarships for Employees in SMEs

SME One-stop Loans are offered to extend scholarships to children of employees working for SMEs.
Kyongnam Bank won the ‘Financial Services Commission Chairman Prize'at the Korea Financial In-
dustry Awards for community-focused operations for public interest.

Introduction of Major Public Interest Products (as of 2014-end)
Product Name Remaining Balance/  Year-on-Year Major Features
Used Amount Change

- Daily donation of KRW 365,000 accumulated for 365

BNK Community Love Balance of Increase days to create money for the Love Temperature

Savings Account KRW 689.5 billion KRW 134.9 billion 36.5°C Relay Donation that makes donations when
required.

« An installment saving that gives high interest rates
for socially neglected classes, including livelihood
security recipients, child-headed households, North
Korean defectors and multi-cultural families.

BNK Hope Fostering  Balance of
Installment Savings ~ KRW 1.8 billion

«Products that give high interest rates are provid-

. ed for customers of the lower income group con-
Preferential Install-

ment Savings for the Balance of firmed by the Busan Metropolitan City, including the
g KRW 2.2 billion Household Preferential Fixed Installment Savings
Lower Income Group )
and the BNK Community Love Free Installment Sav-
ings.

+ A product for protecting the socially underprivi-

BNK Happiness Keep- Balance of Increase leged, including the basic livelihood security recip-
er Savings Account KRW 753 million KRW 288 million ients, so that they can deposit only the money re-
ceived in accordance with law.
- Opportunities are offered to the socially vulnerable
Himang Moa Install-  Balance of PP ) Y o
0 m - to accumulate a big amount of money at a high in-
ment Savings KRW 2,316 million
terest rate.
- C i f usi ds at social welfare faciliti
Social Welfare Facility Used Amount of Increase onvenlgnceo u‘swhg cares atsociawetiare fac ‘_ s
. ;. . that receive subsidies from the Busan Metropolitan
Subsidy Card KRW 33,811 million KRW 3,759 million . ) ) §
City and exemptions provided on finance charges.
Used Amount of Increase - Money accumulated from card usage is used for
B Smart Card - - . . . .
KRW 78,193 million KRW 49,801 million  constructing a library in local community.

Promotion of Employment of the Dis-
abled and Loan Extension for Employ-
ment Funds Performance records

(as of 2014-end)

Busan Bank

Number of cases extended

48 cases

Balance Amount

kaw 4, 747 milion

Extension of Scholarships for Employ-
ees in SMEs Performance records

(as of 2014-end)

Kyongnam Bank

Number of cases extended

1 83 cases

Balance Amount

krw 135,500 mition

Used Amount by Category for Environ-
mental Financial Products

(as of 2014-end), (Unit : KRW million)

Busan Bank

43,223

14,907

2012

2014

@ Green Card
® Green Corporate Check Card
My Zone Green Check Card

Loans for the Energy Usage Rational-
ization Fund Performance records

(as of 2014-end)

Busan Bank

Number of cases extended

71 1 cases

(Accumulated 1,078 cases)

Balance Amount

KRW1 55,51 9 million

BNK Loan for the Purchase of CNG
Buses Performance records

(as of 2014-end)
Busan Bank
Number of cases extended

6 cases

(Accumulated 13 cases)

Balance Amount

KRW277 million

Prime Loan for BNK Clean Green Com-
panies Performance records

(as of 2014-end)
Busan Bank
Number of cases extended

1 41 cases

(Accumulated 321 cases)

Balance Amount

KRW1 ,260million

Total Number of Accounts by Category
for Environmental Financial Products

(as of 2014-end), (Unit : accounts)
Busan Bank

142,508

13,909

4,504

2012 2013 2014

@® Green Card
® Green Corporate Check Card
My Zone Green Check Card
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Eco-friendly Financial Products

BNK Financial Group provides products and services associated with the environment and climate
changes in its efforts to reduce climate change risks. Busan Bank develops and runs financial prod-
ucts in various fields so that business opportunities could be generated. The bank mandatorily
checks if companies extending PF-related loans and making investments conduct the environ-
mental impact assessment pursuant to the Environmental Impact Assessment Act, thus indirectly
reflecting the outcome of the environmental impact assessment on project.

Loans for the Energy Usage Rationalization Fund

We financea part of business expenses for SMEs that install energy saving facilities to reduce energy
and GHG.

BNK Loan for the Purchase of CNG Buses

We contribute to eco-friendly green finance by extending necessary funds for bus companies to
purchase the Compressed Natural Gas (CNG) Buseswhich emit lesser exhaust fumes.

Prime Loan for BNK Clean Green Companies

We take part in communities’green growth by launching products exclusive for the attraction, ex-
ploration and development of eco-friendly companies e.g.,, companies recognized in Busan Bank'’s
eco-friendly company review and evaluation table, companies specialized in new and renewable
energies and companies specialized in energy saving or green growth companies.

Introduction of Major Environmental Financial Products (as of 2014-end)
Product Name Remaining Year-on-Year Major Features
Balance/Used Change
Amount

« The product is designed to protect migratory birds and

BNK Eco Installment  Balance of KRW 29 Increase the ecosystem where 3% of the interest rate after tax is

Saving billion KRW 24.3 billion accumulated in a fund to contribute to environmental
organizations and institutions.

- A fund is accumulated with 2% of the interest after-tax

Galmaetgil
Installmegnt Balance of KRW from a matured account to be donated to local organiza-
Savin 593.1 billion tions and governments that carry out projects for public
9 interest associated with environmental preservation.
Used Amount
Busan Bank Green £ KRW 368,328 Increase
o , -
Card million KRW 60,044 million
- It is a product to accumulate mileage points upon pur-
chasing eco-friendly products associated with saving wa-
Busan Bank Green Used Amount of  Increase 9 P 9

ter, town gas and electric energy. Up to 50% of discounts
are offered for using cultural and leisure facilities in 150
local governments nationwide.

Corporate Check Card KRW 55,988 million KRW 23,167 million

Busan Bank My Zone Used Amountof  Increase
Green Check Card KRW 74,089 million KRW 2,611 million

Kyongnam Bank Used Amount of
Green Card (credit/  KRW 216,027 -
check) million « Kyongnam Bank offers services to customers to be nat-

urally engaged in green living including saving energy,
public transit usage and purchase of eco-friendly prod-
ucts in daily lives.

K Bank
e Used Amount of

Green Corporate Card ~
KRW 90,666 milli
(credit/check) million

40  4.Suggesting a New Win-Win Growth Model with the Regional Communities 2 9
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Offering Customer Satisfaction Services

Number of Customer Complaints Results of Customer Satisfaction Introduction of the Biz Brand Call

Policies and Directions

The'2014 CS New Start’ project kicked off under a goal to become a bank with well-mannered ser- (Unit: cases) Sufvéy - We adopted the ‘Biz Brand Call’service to prevent voice phishing and for better self-promotionin

vices by generating customer values and forming a vibrant ambience within an organization. The Busan Bank ;UM ) F;m::) the form of ‘caller identification'for the first time in the financial sector in 2014. The service indicates

project covers energetic greeting and farewell, polite phone calls, all employees’ participating in a fean Ban a caller’s number, name and image on the screen of a connected customer’s smartphone only

passionate chanting prior to work, neat clothing, and environmental check-ups. 2 - ; - g o § when the call is recognized to be secure by checking out if a caller company and the outgoing call
N 3 & o number are of the same source. It prevents electronic financial scams including voice phishing,

Procedure for Customer Complaint Handling R R thus securing stability in electronic financial transactions.

. . . S , o

Utmpst cqre is taken to enhancg the rights of financial consumers py prescribing the SNK Charter & 3 8 Consulting of Customer Satisfaction Specialists

on Financial Consumer Protection! One employee at the managerial level and above in each de-

partment/division/branch at Busan Bank is appointed as a financial consumer protection manager Busan Bank utilizes the CS Pilot Management Team consisting of CS specialists including relevant

to handle complaints by conducting initial responses and preventing a possible scale-up of the managers, employees and security guards from among those in branches that requested for training

complaints. Customers' feedback and complaints are reflected in improving the systems at the to be conducted in their branches. The CS Pilot Operation Team checks out on basic etiquettes on

bank, while some of the complaints are utilized to upgrade products and services following an customer satisfaction, neat dressing and environmental check-up on sites, thus contributing to a bet-

2012 2013 2014 2012 2013 2014

internal review process. The complaints are transferred to and handled at the relevant branches as terimage of the bank’s services.

they are registered through the Customer Center and various customer accessing channels. The ® F5S complaints @ Csi(Customer Satisfaction Index)

® SMiS(Service Monitoring System) Conducting the CS-exclusive Coaching Program

® Internally handled complaints

complaint handling department gives relevant feedback to customers.

CS(Customer Satisfaction) Angel Program

CS leaders are selected through the public consensus among employees who have outstanding
customer service capabilities. They act as a CS team to implement activities to improve service
quality of the branch and promote an enjoyable workplace environment. They also contribute to
spreading excellent culture for customer satisfaction by collecting internal feedback while acting as
a liaison to provide information and issues regarding customer satisfaction.

Activities and Roles
Conducting CS Training Programs

BNK Financial Group conducts field-oriented CS training programs for branches that request for
it or are in need of it according to the environment of each branch. Training for new employees is
focused on improving customer response skills over phone and in person to help them upgrade
their fundamental attributes as members of BNK Financial Group. We also made the ‘CS Handbook'
that includes customer satisfaction cases by type and response skills. Meanwhile, we improve the
efficiency of CS training and our commitment for CS actions through the ‘BNK Guinness System’ to
give rewards to qualified employees in CS.

Major CS Training Programs

cs
Training Improving new employees’ . ] )
Program | response skills at the counter Basices Improvblrjg Dasic C5 skdls
; . . Training and ability to read customer
for New and fostering basic qualities P
BankEm- | required 9 responses
ployees

cs

Training Developing the security
Program , ,
guards’ response skills and

for New ) o )
Security basic qualities required
Guards

Providing coaching and
tesvel Up improving the awareness on

implementing CS at brancy

Advanced | Conducting basic CS training
cS on various response methods

Training for different customer
Program | complaint cases J

Reviewing the branches’
CS Clinic services and providing on-
site coaching

Telephone Consultation Training of
Head Office Employees

(Unit : times, persons)

Busan Bank
~
e}
O
=
3 ©
O
£ A <
2012 2013 2014

® Number of Times

® Number of Persons

Security Guard Training for Customers

Visiting Us
(Unit : times, persons)
Busan Bank
wn
o
o~
wn
o
wn
| )
o
[ee]
T J[
2012 2013 2014

@® Number of Times

® Number of Persons

Invitational Seminars for Honorary
Branch Managers

Busan Bank conducts the CS-exclusive coaching program by selecting branches required to ob-
tain higher scores for CS evaluation as well as low-score ones based on CS assessment outcome.
Managers in charge of the Financial Consumer Protection Unit visit the branches or conduct video
conferences on a monthly basis to conduct training for customer enriching services. The coaching
program exclusive for each branch contributes to upgrading the CS level, based on which BNK Fi-
nancial Group’s competent services are spread to branches.

Invitational Seminars for Honorary Branch Managers

Invitational seminars for honorary branch managers are held to enhance the corporate image
through community-focused management and to strengthen continued ties with best customers.
Honorary branch managers are appointed in each branch to strengthen communication with
customers. Retired branch managers are encouraged to serve as advisors that extend feedback and
encouragement for the growth of the branches and the company.

Operation of BNK Women'’s Academy

Busan Bank runs the BNK Women's Academy as a differentiated marketing activity for leading
socially active female customers. The academy runs two-month courses for 50 or so competent
female customers a year in different areas. Thanks to highest acclaims from female customers, the
academy has established itself as the bank’s representative cultural group and is in its fourth year.

Call Center Service’s Braille Guidebook

The 'braille guidebook of call center service for the blind'is a specially designed information service
for blind people who find banking services inconvenient. We do the utmost to offer better financial
services in terms of financial conveniences by providing the braille cards with various information
in braille and by providing phone banking services exclusively for the blind.
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Offering the Wealth Management System

Busan Bank opened the Wealth Management System (WMS) which is optimized to provide cus-
tomized asset management services for local customers. The WMS was developed to enable
precise asset management services for high net worth individuals and simple asset portfolio con-
sulting at bank windows. The bank offers services befitting various circumstances and needs of
customers based on diverse options in mind that might occur in different milestones in a lifecycle,
e.g. house purchase, preparation for marriage and education funds along with broad assert man-
agement and post-retirement life design for all the customers using Busan Bank.

Enhancing Competitiveness in Non-face-to-face Channels

Busan Bank introduced a new Internet banking service by attaching the cutting-edge pin-tech
technology to the existing Internet and mobile banking to provide a customer-oriented online
financial environment. This serves as the basis to present personal financial services in an improved
security environment. Kyongnam Bank, meanwhile, improved its smart banking service based on
the outcome collected from the public opinions of customers via a smart banking app. As a conse-
quence, Busan Bank won various prizes:‘Special Grand Prize in the Monthly Web for Internet Bank-
ing, the financial and banking sector at the "Web Award Korea 2014/, 'BS Mobile Web Grand Prize’
and the 'Grand Prize in Social Contribution Innovation of BIFF Cyber Branch. 'Kyongnam Bank won
the Grand Prize in the financial service sector at the'App of the Year at the App Award Korea 2014!

Introduction of the Tablet Branch

We have recently introduced Korea's first-of-its-kind ‘Tablet Branch'following the smart branch that
uses a smart ATM for opening a bank book for deposits and withdrawals. The smart ATM can also
be used to issue a check card. The ‘Tablet Branch Application’that enables employees to handle
financial operations directly assists customers to subscribe to products and also offers consulting
services. The tablet also facilitates e-signatures, thereby making customers'financial transactions
even more convenient.

Upgrading Financial Accessibility for the Disabled

We take a great interest in improving financial accessibility for financial consumers that have diffi-
culty in using financial services including the disabled and the elderly customers. The websites of
BNK Financial Group, Busan Bank and the Busan Bank CEO Club recognized as excellent websites
for web accessibility and offer explanations, speech information and braille service as visible infor-
mation. We offer financial conveniences and benefits to a variety of people including the elderly by
complying with the Anti-Discrimination against and Remedies for Persons with Disabilities Act, and
by enriching web accessibility.

Operation of SNS for Customer Communication

The Customer Center at Busan Bank collects and handles customer complaints via phone 24/7.
The website (www.busanbank.cokr) is used to take customer complaints and suggestions and also
to serve as a channel for various consulting purposes. The bank provides customers with security
provisions and notices recommended by the Financial Supervisory Service via SNS. The bank fulfils
its role as‘a bank of cultural mecenat’ by uploading information on exhibitions at BNK Gallery, local
festivals and price discounts for cultural performances.

BNK Wealth Management System

Busan Bank won 3 Grand Prize at Web
Award Korea 2014

Kyongnam Bank won Grand Prize at
App Award Korea 2014

Busan Bank’s SNS Operation Channel

facebook
facebook.com/busanbank

twitter
twitter.com/busanbank
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Initiating the Two-Bank System Opera-

tions and the Management System
_——— ¢

Policies and Directions

BNK Financial Group strives to provide differentiated financial products and services to enrich custom-
er convenience and satisfaction. We hope to maximize synergies between Busan Bank and Kyongnam
Bank based on seamless exchanges and cooperation. This will help us improve the customer satisfac-
tion levels and scale up the group’s competitiveness and market share.

Activities and Roles
Joint Development of Products and Services

Busan Bank and Kyongnam Bank are equipped with a joint development system for new products. New
products and services are jointly planned by mutually benchmarking marketing techniques and products
between the two by operating a product development council. This leads to higher customer satisfaction
as well as stronger product competitiveness.

Connected Sales and Joint Sales between Affiliates

The two banks formed a business operation council among their regional headquarters. Efficiency in
management and customer convenience are beefed up by strengthening the competencies as a corpo-
rate investment bank, implementing cross-transactions and prohibiting reckless competitions. Moreover,
recruiting capabilities are improved and higher sales performance is pursued by sharing competent HR
networks and sales know-how.

Joint Usage of ATMs

BNK Financial Group enhanced the customer convenience by enabling the joint usage of ATMs. The ATM’s
of both banks are made compatible without adding new ATMs. Moreover, fees are exempted in all bank-
ing services including money transfer between the two banks, which raises the awareness internally and
externally that both the two banks are of the same family.

IV NIV AV AN N AN VA AN N VNNV VNNV VN VNV N A ISV
Promises of BNK Financial Group

As a leading regional financial group, BNK Financial Group seeks to fulfill roles for environmental
protection by protecting customer rights, supporting the low carbon green industry and devel-
oping green financial products. BNK Financial Group promises to grow with customers by offering
efficient services and conveniences while leaping higher as Global Super Regional Financial Group
as well as being Korea's representative regional group.

KPIs
Type
Short-term Mid-term Long-term
Providing cus- A higher portion of used amount  Intensifying monitoring activities Developing a model to evaluate
tomized financial  and balance amount of products - Evaluating sales performance  loans
products associated with public interest on products associated with - Developing an environmental/
and the environment public interest and the environ-  social impact evaluation model
« Increasing 10% portion of used  ment and devising measures for  in dealing with loans
amount and balance amount improvement
of deposit/installment saving
products associated with public
interest and the environment
Enhancing cus- Intensifying training for cus- Improving financial accessibility Enhancing the score for custom-
tomer satisfaction tomer satisfaction - Securing competitiveness in er satisfaction surveys
services « A higher portion of employee non-face-to-face channelsto - Providing pragmatic services
training cost and time for enhance financial convenience by identifying the demand for

customer satisfaction and timeliness customer satisfaction

33
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Importance of Responding to Climate Change and Energy Reduction
BNK Financial Group fulfills its roles and responsibilities in the environmental sector and aims to

fly higher as a more sustainable player. We measure the amount of energy used by affiliates na- Lt
. i

[ ) Crises and Opportuniti

tionwide and establish an inventory system in order to respond to climate changes and lower

the amount of energy used. We are at the forefront of fulfilling environmentally responsible

+ Business Review
activities within the financial industry, e.g. calculating and disclosing GHG emissions as per e i e it o e B R T el e e 15 e

the head branch of major affiliates even earlier than the imposition of the government'’s phenomena have scaled up to the point of making a significant im-

institutional regulations. pact on the global corporate management environment including
generating losses in corporate investment or opportunities for new
investment as a result of the natural environment. Such changes in
the global corporate environment pose possibilities of creating new
opportunities as well as risk management aspects in investment and

loans for companies.

:.u .' -.'"I'_'. TM“**.-‘_ . o
® JAC 5T L s

s Materiality h External stakeholders
Test Map (1

Internal stakeholders

>
>

- Sustainability Review

Core Issue. 12

Core Issue. 15

Unlike the environment of the financial market with a high volatility,
the environment for air and the earth is challenging to recover once its
balance is lost, and is expected to require an enormous amount of cost
as a result. As such, multifaceted efforts have unfolded to improve so-
cial awareness of environmental management spearheaded by govern-
ments and companies in advanced countries, and to improve the social
perception to minimize the potential social cost according to climate
change.

BNK Financial Group recognizes the importance of climate change response and management, and sets specific action plans. We develop financial products to
manage diverse economic, social and environmental risks resulting from climate change, and launch climate change countering financial derivatives. As such, we
pay attention to responding to environmental changes and impact that we can associate with in our daily lives. We also set long-term plans to rouse the interest
and engagement of stakeholders in the society as we strive to respond to climate change through financial products.

Reducing GHG by countering climate changes and the amount
of energy used

Introducing an eco-friendly culture and encouraging the com-
munity engagement

Responding to Climate Change and Energy Reduction
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Response to Climate Change

Policies and Directions

BNK Financial Group recognizes and manages diverse risks resulting from climate change in tan-
dem with government policies, while securing response directions in the group level on climate
change issues. Amid a need for more proactive responses in the financial industry in reducing GHG
through climate change response, we have a mid-and long-term review on the environmental
management system to manage the data.

System Improvement

We adopted the ‘Data Center Infrastructure Management (DCIM) solution in 2013 to reduce the
amount of electricity used in taking up a big portion in GHG emissions and managing it effectively.
In 2014, we completed the adoption of the DCIM solution in two spots, that is, the data center and
the back-up center of Busan Bank. Consequently, there was energy saving of over 20%, and lower
operational costs of over 10%.

Improvement in Data Management

The head branch of Busan Bank adopted a system to manage date including the amount of elec-
tricity used on each floor and in each department, which is now up and running. The scope will be
expanded in the future by adopting a data management system on the amount of electricity used
and GHG emissions for all branches in the group.

Activities and Roles
Setup of the GHG Inventory in the Group

With the increase in the scale of the group after acquiring Kyongnam Bank and the rise in profits,
we expect ourselves to be designated as a company subject to the national GHG and energy target
management system. BNK Financial Group proceeds to establish a GHG inventory to standardize
and manage the status quo of GHG emissions that used to be randomly taken care of within the
group. Eight affiliates as well as BNK Financial Holding have conducted the specialized verification
from a third party to track the GHG data. Moreover, we are establishing an internal management
system for continued and reliable management and reporting of emissions.

Offering Incentives for Climate Change Management

We operate a job proposal system to respond to climate changes to enhance the awareness to-
ward climate changes and the environment, and minimize the environmental impact. Five work-
sites, i.e. branches and offices have been selected for saving energy and announcements are made
when they come up with best ideas screened through a fair process on a monthly basis. Moreover,
extra incentives are paid to selected employees and branches to create a proactive engaging cul-
ture for employees.

Launching Products and Services to Counter Climate Change

From 2011 Busan Bank has issued the ‘Green Card'as a means to practice green living along with
the government. It is a program which includes Korea's major financial companies as well as Busan
Bank. It provides mileage points in setting up the platform for the ‘Green Card'and acting out green
living for consumers in conjunction with eco-friendly product manufacturers and distributors. By
doing so, the eco-friendly value chain is completed for green consumption and green production.
It also indirectly contributes to the GHG reduction in the non-industrial sector such as general
households since the level of emissions accounts for 43% of the national GHG emissions.

GHG Intensity of the Group
(Unit: tCO,eq / KRW billion)

o
& 0 <
™ ~
o
LI\' o -
o
~
o < =]
S S e
o o
2012 2013 2014

@ Total Direct Emissions (Scope 1)
@ Total Indirect Emissions (Scope 2)

Total Other Indirect Emissions (Scope 3)

Portion of Sales for Products against
Climate Change

6.44 -
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Saving Energy

Policies and Directions

BNK Financial Group is not currently mandated to comply with the government'’s regulation on
the GHG and energy target management system. Because of the inherent features of banking
operations where the portion of GHG emissions is high mostly due to the usage of energy within
buildings, higher energy costs are expected resulting from abnormal climates in winter and sum-
mer. As a result, plans are underway to carry on the management directions to establish measures
to manage energy over the middle and long-term in the group level.

Managing the Amount of Energy Used

Busan Bank continues to manage the amount of energy used every month compared to the previ-
ous year by collecting the information on the electricity used by branch in contractual partnership
with Korea Electric Power Corporation. By the end of December-2014, we could save the amount
of energy used by 1.62 million Kw and approximately KRW 96 million year-on-year. Moreover, the
newly constructed head branch that opened in September 2014 adopted a department-specific
energy usage amount management system, and is reviewing on the introduction of a manage-
ment system for the amount of energy used on a gradual basis.

Activities and Roles
Waging a Campaign to Save Energy and Goods

Busan Bank conducts a bank-wide campaign on saving energy and goods every year. In 2014, the
bank waged the ‘Big Step 2014 Energy and Goods Saving Campaign’and ‘Unlimited Challenge!
2015 Energy and Goods Saving Campaign. The bank strived to keep the indoor temperature at an
appropriate level, save articles of consumption and recycle idle assets. Kyongnam Bank, meanwhile,
initiated an energy saving campaign by constraining the usage of elevators in the bank level (a
campaign to walk one more floor), turning off the lights that are not used, wearing warm inner-
wear to reduce the heating usage in winter, and wearing no neck ties in summer so that use of air
conditioning could be reduced. The usage of fluorescent lights in underground parking lots in the
head branch is halved, while the number of hours for lighting the signboards for the head branch
has been reduced from 24 hours to 23 hours. These efforts prove the bank’s execution of measures
to save energy.

Acquisition of the Eco-Friendly Building Certification

Various eco-friendly facilities are installed in the newly build head branch of Busan Bank whose
construction was completed in 2014. It acquired various certifications awarded for an eco-friendly
building, Grade 1 in energy efficiency and Grade 2 in intelligent buildings. Continued efforts will be
underway to introduce and improve various systems to reduce the GHG emissions in the future.

Selecting Branches for Intensive Energy Saving

Busan Bank checks if the monthly electricity bills have increased in all branches and offices to select
the ones that lag behind in saving energy. The branches that are selected are obligated to submit
their annual reduction plans and hold internal meetings on the issues under the drive for making a
significant improvement. Branches whose annual electric bills have exceeded 15% are selected as
the branches subject to intensive energy saving. The bank’s General Affairs Department intensively-
monitors the amount of various GHG emissions every month and intensively manages the trends.
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Completing the Head Branch of Busan Bank

e Busan Bank relocated its head branch to Munhyeon Financial

Complex in Busan that aims to serve as the international fi-
Spreading the High-Efficiency and Energy Saving Culture Energy Intensity of the Group [ ) - nancial center in November 2014, equipping itself as the head
We try to save the social environmental cost by reducing the GHG emissions, while proactively (Unit: TJ/ KRW billion) L . ) 3 | branch befitting its prestige for the group and the bank. The
engaging in energy saving policies. These policies are in line with government policies and all : : . |t - new head branch can now play leading roles in environmental
employees participate in them. The air conditioning control system is installed in each branch to ¥i ; e g L | responsibilities in the financial sector by applying environmen-
control the temperatures at appropriate levels: 26°C in summer and 20°C in winter. Optimized en- - ; \ M) e tal standards that exceed the global standards.

ergy saving campaigns are waged according to changing seasons so that lights can be turned off
except during working hours and in the workplace. Diverse energy saving devices are installed to
minimize unnecessary electricity consumption, for e.g.; automatic lighting control timers that auto- S
matically turn off the lights in branches after operating hours, counter sensor light saving switches

and zone-specific switches. We contribute to lowering the amount of energy used and emissions

of GHG resulting from field trips by fully utilizing video conferences through advanced IT systems at

the head branch.

0.10
0.10

.09

Using Eco-friendly Materials that are Harmless for Hu-
mans

The building was designed as an eco-friendly one qualified
with a high level in the Green Building Certification Stand-
ard by excluding materials that contain certain harmful
Status of Energy Saving — = @@ L i | materials to protect the ozone layer and using eco-friendly

w12 218 2014 materials that are not harmful to humans.
o Amount of
Type ACHVItIES Energy Saved Introducing the Intelligent Building System
i ~ — Web-based real-time monitoring and control are per-
Increasing the building Lowering the amount of electricity used by installing 2910410Kkw = f d for the faciliti i | g s d
energy efficiency LEDs and high-brightness lamps 210, | . ormed for the facilities, and the relevant data is adjuste
at the Facility Management System by checking out the
Busan Energy-saving devices Installing energy-saving devices (Air Handling Unit (AHU), 717,927kw il | : ' amount of energy consumer in real time.
Bank hot & cold water circulation pumps, booster pumps) |
Installing water saving Washbasin faucets in bathrooms, flushing water for - | - Certified with Grade 1 in Energy Efficiency

devices wall-hung toilets The building was constructed to be certified as Grade 1 in
Reducing the electrical bill by replacing the fluorescent energy efficiency, which is rare for a building with curtain

lights in offices at the head branch and outdoor lights KRW 8,690,000 S walls where the facade of the building is in glass.
with LED lights (lamps)

Increasing the energy
efficiency for buildings

Kyongnam
Bank Practicing eneray saving in Lowering the number of hours for lighting on signboards = - Enhancing the ErTergy EfﬁCIen.C.y 1
o Iifeg 9y SaVINGIN < wwell as turning down the fluorescent lights in under- KRW 22,412,000 il i Grade 1 facilities in energy efficiency are used by placing
Y ground parking lots at the head branch i d - various inverter devices, for e.g.; the inverter air handling

unit that controls the output of various facilities depending
. onthe internal and external environments, inverter hot &
cold pumps and inverter booster pumps. The power con-

Promises of BNK Financial Group ; N - ption is reduced by 20~40% when using these devices
1 : ’ existing output devices.

NIIII1777777777777777777777777777777777777777777/77777//7/777/7//7777777.

BNK Financial Group is committed to generating values and scaling up the performance for cost
saving based on energy saving policies and activities within the group. We implement the internal
review to establish an environmental management system over the medium and long term to

shing the Energy Recycling System Y
-'Edge environment facilities are in place indurding
manage the environmental management performance and indicators. - - rainwater usage facility system that enables the re-

S

cycling of rainwater to save new and renewable energies

KPIs includinmal energy and water resources.
Type : -
shortterm Wid-term Long-term “Creating an Eco-friendl cal Residents
Reducing GHG Establishing the GHG manage-  Setting strategies to counter ~ Reducing GHG emissions | Ne | it ity area for local residents
ment system climate change - Setting the system for perfor- | ! . rea outside
. Systemat.lca.lly manag\ng.GHG . .Es.tabllshlng strate.gles and pol-  mance n.war.wagemer.\t based on W5, movabie flowet be be Mg
by establishing the GHG inven- icies to counter climate change ~ GHG emission tracking manage- g
tory in the group level in the group level ment and target goals sct:Fes are installed aleng with a small fountain, instead
of l@Mmoving the 1F parking space S =
Saving energy Monitoring the company-wide  Establishing strategies for ener- Expanding energy reduction e
energy consumptions gy response in the group level  targets
+ Reviewing the status quo of - Setting strategies and policies - Expanding the targets for ener-
total energy consumed by for energy in the group level gy saving
affiliates - Upgrading the management
program targets and updating :
the management programs x . pmodl! el -

T T Y I
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Importance of a New Win-Win Growth Model with the Regional Communities

The growth model of the past that centered on companies and large cities has resulted in a so-
cial issue: the imbalance of income and population between large cities and small-and medi- #:
um-sized cities. A significant gap in culture and welfare has been exposed bare. As a problem ® .

Crises and Opportunities
shooter, steadfast measures have unraveled along with a greater emphasis on the importance

of win-win growth regional communities under the leadership of the government and large
enterprises. BNK Financial Group, as a financial group rooted in regional communities, is
committed to fulfilling roles in easing such economic and social imbalances and fostering

mutually complementary relationships with them.

- Business Review
At a time when the low growth trend is prolonged, the severity of cre-
ative synergies between large enterprises and regional communities
has been spotlighted. Wide-ranging growth policies are suggested for
balanced development with regional communities spearheaded by
companies and the government. In finance, infrastructure investment
for community development is induced more and the capital injection
from outside flourishes. Continued efforts are poured in by financial
institutions to further facilitate the capital of regional communities so

- Sustainability Review
The stable growth of regional communities is essential for corporate
sustainability, especially when the corporate growth basis is in region-
al communities. In this aspect, many community-based companies
return a part of income from corporate management to the society
and customers through social investment and contribution activities,
while striving to forge better ties with them. The scope of socially
responsible projects has become broader in pursuit of regional com-
munity-focused activities and they have concentrated on presenting

that it could be invested in those communities in a virtuous cycle. practical benefits.

=
" ® Performance and Goals

BNK Financial Group plans to reconfigure business portfolios through close feedback on socially responsible projects that are continuously carried
on and thus sustain the systematic management scheme. Plans are underway to establish a strategy scheme for enterprise-wide social contribution
activities and to seek for uniform and pragmatic win-win development with regional communities. Exploration of new specialized social contribution
projects that imbue stories and heart-warming sentiments is in our pipeline along with various other existing social contribution activities and finan-
cial support projects. Moreover, we plan to enhance the promotional effects through CSR branding.

+ Materialit A
y External stakeholders o Implementing strategic social contribution activities in consid-
Test Map (1) ' eration of social features of regions
Intensifying activities for initiating win-win growth policies with
companies within regions

Core Issue. 3

Devising effective social contribution activity plans and manag-
ing their performance

v

Suggesting a New Win-Win Growth Model with the Regional Communities o

Core Issue. 14

Internal stakeholders

>
>
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Win-Win Development with Regional Communities

Policies and Directions

BNK Financial Group is poised to devise the group’s uniform system for social contribution strategies
to implement systematic socially responsible projects. To this end, qualitative upgrading of Corporate
Social Responsibility(CSR) project will be achieved based on the feedback of the existing social con-
tribution activities, while generating sales synergies by realigning the projects to be linked to income
and business. In particular, uniform social contribution strategies will be initiated targeting Busan,
Ulsan and the Gyeongnam region to generate business synergies. The two banks will also jointly carry
out the existing cultural and art sponsorships and charity programs, and will also conduct new social
contribution projects. This will catapult us to come up with a new win-win model with regional com-
munities.

Launching a Practical Unit for Social Contribution

As a regional financial group that has grown together with regions, BNK Financial Group has a strong
belief that fulfilling social responsibilities for regional communities is linked to corporate growth and
development. In order to conduct more systematic and ongoing social contribution projects, Busan
Bank launched the Social Contribution Division, an independent unit titled the Social Contribution
Team within the existing Regional Development, and Promotion Division under the 2014 second-half
organizational reshuffle.

Activities and Roles
Culture and Art

BNK Financial Group is upgrading its corporate image by engaging in the cultural and art devel-
opment of regional communities by supporting the sectors, and expands opportunities for the
culturally underprivileged in experiencing culture and art. Our cultural and art activities that are
highly acclaimed from different walks of life will steadfastly continue on with BNK Financial Group's
uniqueness and traditions.

Representative Cultural and Art Programs

Category Iconic Activities

The award ceremony is organized to enhance regional literati's creative intellect and
BNK Financial Literary Award explore culturally talented people and excellent works within regions. It is our social
contribution activity to contribute to balanced development of the regional culture.

We launched a cultural and art troupe consisting of five small-scale specialized
Launching of ‘MUSE’, a Culture and  young music teams that are up and running in Busan, Ulsan and the Gyeongnam
Art Troupe in BNK Financial Group  regions. We sponsor 50 concerts annually for each team which helps them to build
up a stable career and stage performances.

We hold public opening for the contest to sell artworks of young artists, thereby

BNK Art Contest for Young Artists o ) ) )
providing indirect jobs to regional young artists.

The BNK SSAMZIE Economic Concert presents both a concert and a theatrical per-
formance by visiting elementary schools that are culturally neglected. Visits to 30
schools in Busan, Ulsan and the Gyeongnam region enable us to conduct training
on economic knowledge and share cultural activities.

BNK SSAMZIE EconomicConcert

Launching of BNK MUSE
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Trends of Social and Cultural Activities

Initial Stage for Social Diversifi-
cation

« Paving the way for the expansion
and diversification of social contribu-
tion projects

« Exploring and conducting sustain-

able projects including mecenat and

public interest projects

Pilot Stage for Business Diversifi-
cation

- Extending support for social contri-
bution projects by public launching

- Exploring new projects that are
socially spotlighted

The Bag of Good Fortunes with
Happiness

Group Wedding Ceremony for
Multi-Cultural Couples

Stage of Birth PLEEED—  Stage of Laying the Foundatiodf

- Perceiving social contribution as a - Facilitating activities through key
critical part of corporate manage- social contribution projects
ment « Winning commendations and v

+ Showcasing the commitment for awards in social responsibilities and
action by launching a foundation for volunteering
the scholarship culture

Stage of Facilitation Stage of Systematization Jﬁ

- Dissipating the corporate image as a « Systematizing social contribution
leading bank in social contribution and forming relevant units

- Laying the foundation for a regional « Establishing cooperation systems
finance group through social contri- with regional communities and local
bution governments

Stage for Intensifying Business Stage for Branding and Expand-
Diversification ing the Target Regions
- Selecting top three areas for social
contribution: culture, education and

- Enabling the projects to be consis-
tent and continuous by branding

sharing and naming social contribution
« Engaging in resolving social issues projects
and directly developing social contri- - Expanding the scope of social contri-

bution projects bution fields nationwide

Love Sharing

BNK Financial Group has a deep consideration of the socially vulnerable such as multi-cultural fam-
ilies and low-income households. We dissipate the sharing culture among such socially vulnerable
classes by working along with regional communities driven by a continuum of projects and also
take part in resolving practice issues facing regional communities.

Representative Love Sharing Programs

Category Iconic Activities

With the participation of 900 employees including those at Busan Bank and the group of
their family volunteers, 5,000 Bags of Good Fortunes worth KRW 2.5 million and gift certifi-
cates worth KRW 2 million for traditional markets were given to 9,000 people in low income
brackets in Busan, Ulsan and the Gyeongnam region.

The Bag of Good Fortunes

Jointly with the Korean Red Cross Busan Branch, we have carried out Happiness Projects
Group Wedding Ceremony  for multi-cultural families since 2012. Wide-ranging events including a group wedding cer-
for Multi-Cultural Couples  emony for 40 couples, a gift of rings for them and the honeymoon program have been
conducted for the past three years.

We gave 10,140 fans worth KRW 3.2 million to low-income people in Busan, Ulsan and the

Gifts of Fans for the Under-
rivileged Gyeongnam region for them to have a cool summer. Since 2008, fans worth KRW 1,180 mil-
P g lion were given to 37,000 households.
We run The Park Expedition” where employees take part as local zoo guides during the
The Park Expedition opening hours. It is a volunteering activity to help the disabled, children and youths that

find it difficult to tour around the zoos alone are guided by them through the one-on-one
matching service to ensure their safe tour.
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Winning the Busan Education Mecenat Towers for Seven Consecutive Years

Busan Bank won the Busan Education Mecenat Towers for seven consecutive years at the ceremo-
ny organized by the Busan Education Office at the Busan Chamber of Commerce and Industry on
December, 2014. Busan Bank is honorably ranked as the only award winner for seven consecutive
times in the region. In 2014, Busan Bank produced a musical titled ‘After School'to touch upon
teenagers’ concerns. The musical was conducted in 50 schools in Busan. Physical exercise goods
were also sponsored during each visit. The bank also extended support for lessons and musical
orchestration by inviting Korea's top-notch music professors for 120 students at the 'BNK Happiness
Music Camp'to foster musical talents in the region. Moreover, annual scholarships worth KRW 613
million were extended in 2014, hinting at our leading roles in donation for education.

Signing an Agreement on Educational and Cultural Donation

BNK Financial Group signed as agreement on educational donation for educating regional adoles-
cents on proper character buildup and fostering creative talents along with the Education Office of
Busan Metropolitan Government. We strive for mutual cooperation in facilitating educational dona-
tion for regional adolescents by offering financial and career education using amenities such as Bu-
san Bank Financial History Museum, while organizing events to cheer up regional adolescents. We
also signed an 'Agreement to Sponsor Cultural Performances’ by holding ‘BNK SSAMZIE Economic
Concert'to easily convey financial knowledge to elementary school students.

Education and Scholarships

BNK Financial Group conducts education and scholarship projects to foster future talents. In other
words, we foster the future of our society through continued initiation of education and scholar-
ship projects specialized in each target group of college students and high school students.

Representative Educational and Scholarship Programs

Category Iconic Activities

Another project of ours is to make ‘BNK Happiness Study Room’ to improve the environment
of regional childcare centers and study rooms that support children of low-income house-
holds. We have sponsored the remodeling projects for 24 study rooms in Busan, Ulsan and
the Gyeongnam regions in 2014, as well as 16 rooms in Busan in 2013 with the participation
of regional construction companies.

BNK Happiness Study
Room

We stage performances on such themes as proper relationships among friends and school
violence for middle and high school students in the region by creating a musical. Also, we

BNK Happi Heali
CIEB LA support not only the emotional health of young people, but also their physical health by

School donating sports goods, including soccer balls and basket balls, every time a school visits to
watch such performance.
We select 10 Vietnamese high school graduates every year, and sponsor their tuition and
Development of Global dormitory fees for them to complete regular undergraduate schools in private schools in Bu-
Financial Talents for Busan  san. They are given opportunities of prior employment by taking part in university ambassa-
Happiness Creation dor activities and internships in Busan Bank. We also have plans to hire these Vietnamese stu-

dents as local employees prior to other candidates at the Ho Chi Minh Representative Office.

Signing an Agreement on Educational
and Cultural Donation with the Edu-
cation Office of Busan Metropolitan
Government

Signing an Agreement on BNK Happi-
ness Study Room

Kyongnam Bank Won Grand Prize on
Financial Education

e EREEFE LR ﬂ

Number of Volunteers for Social
Contribution at BNK Financial Group

(Unit: Number of persons)
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Number of Employees Exclusively in
Charge of Social Contribution

(Unit: Number of persons)
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@ BNK Financial Group
® Busan Bank
Kyongnam Bank

New Store Campaign for College Stu-
dents in Busan, Ulsan and Gyeongnam

Participation in Reviving Regional
Traditional Market
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Performance of Win-Win Development with Regional Communities

As a regional financial group that has grown together within regions, we strongly believe that fulfill-
ing our social responsibilities for regional communities would always be beneficial for the growth
and development of BNK Financial Group. Busan Bank pursues economic supporting projects and
develops various social contribution projects to give above 10% of net income to local communi-
ties and customers, and used KRW 37.8 billion, that is, 10.48% of net income for social contribution
activities in 2014.

Amount invested for social contribution (including micro-financing) (Unit: KRW billion)

2013 2014
BNK Financial Group 23 0.1
Busan Bank 317 372
Kyongnam Bank 159 134
BNK Securities 0.07 0.21
BNK Capital 083 0.4
BNK Savings Bank 245 2.3
BNK Credit Information - 0.1
BNK System - 0.12
TOTAL 502 509

Regional Communities

We extend practical help to regional communities by employees proactively participating in social
contribution activities. We also sponsor a lot of external charity programs, thus resolving regional
social issues, forging trust with local residents and seeking for more engaging communication.

Representative Regional Community Programs

Category Iconic Activities

The management support volunteer group consisting of university students and
New Store Campaign for College the mentors consisting of business management experts provide various ideas
Students in Busan, Ulsan and to improve the management of the small business stores and their owners. The
Gyeongnam (Bu-Ul-Gyeong) participants can learn the know-how for systematic start-up in the future, there-
by achieving win-win development for everyone.

Employees of all affiliates of BNK Financial Group buy gift certificates for tradi-
tional markets to revive the regional traditional markets. We also provide credit
card payment terminals there and promote them in our branches. We also plan
to launch a website to introduce our branches within the markets, and offer GPS
and mobile search functions for the same.

Promoting the Use of Traditional
Markets

BNK Financial Group runs various support programs such as business start-up
contests, summer camp for business start-ups and joint brand promotional
Creation of Jobs for Youths and support for young entrepreneurs in Busan to lay a sound foundation for young
Support for their Start-up entrepreneurs. By selecting ‘Young Hopes Store’, a program to wish success to
young people in their business start-ups, we provide practical support including
consulting services and financial advice on starting up a business.
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Win-Win Growth with SMEs and
Financial Support for the Working Class

Policies and Directions

BNK Financial Group is a representative institution to support SMEs in Republic of Korea. We take
leadership roles for win-win growth with SMEs while assisting their sound growth under the challeng-
ing economic environment. Financial support is extended to holders of high-interest debts, small-
scale entrepreneurs and the financially neglected among low-income households. Moreover, our
wide-ranging efforts are underway to facilitate the regional economy through job creation and com-
prehensive financial support programs.

Activities and Roles
Developing Financial Support Specialized in Regional SMEs

Busan Bank runs the ‘Big Step 2014 Special Loan for SMEs, a win-win fund worth KRW 1 trillion
to support SMEs that are financially struggling due to the economic downturn. The fund has
reinforced the regional economy by extending KRW 700 billion to 930 local native enterprises of
various types such as those involved in strategic industries in Busan, Ulsan and the Gyeongnam
regions, and tech-savvy SMEs and tenants in promising industrial complexes. Moreover, we proac-
tively strive to come up with diverse supporting measures beyond mere financial support, for e.g.:
creating jobs to resolve the labor shortage setback for SMEs, and extension of the Win-Win Growth
Fund along with mid-tier enterprises. As a consequence of such passionate support for SMEs, we
won the presidential award at the 19th SME Financial Support Award on December 10, 2014.

Strengthening Financial Support Specialized for SMEs and

Kyongnam Bank addresses financial hurdles for SMEs in consideration of specific characteristics of
2,270 SMEs as tenants in the Changwon National Industrial Complex. Under our management philos-
ophy that a company is like a living creature, we make steady visits to corporate sites where we listen
to complaints and suggestions shared by entrepreneurs and come up with valid supporting meas-
ures at the'One-Stop Information Desk for Corporate Finance!

Services offered As of 2014-end
Title of Projects Content Performance
Win-Win Growth L A ial t fund for strategic industries for local t
in-Win Growth Loan specia suppor un or‘s ra eglcm ustries for local governments KRW 844.8 billion
for SMEs and companies engaged in the creation of knowledge convergence
Big Step 2014 Special A special fund for tech-savvy SMEs and companies engaged in stra- KRW 700 billion
illi
Loan for SMEs tegic industries designated by local governments
Wareh: d Fish Specialized products extending fi i ith fisheri llateral,
.are oused Fishery pecia |z§ produc éex en. ing financing with fisheries as collatera KRW 654.1 billion
Finance e.g. fisheries loaded in carriage vessels and warehoused fish
Partner Loan A financial product supporting SMEs with high growth potentials KRW 834.5 billion

Extending consulting services necessary for corporate manage- 90 cases by Busan Bank
ment, e.g. succession of family business, taxation, legal matters and 21 cases by Kyongnam
foreign exchange risks Bank

Free Management
Consulting for SMEs

Presidential Award at The ‘19th SME
Financial Support Award’

Agreement to Support SMEs for their
Stable Management Activities

Amount of Increase for SME Loans at

Busan Bank
(Unit: KRW billion)

|

1,406.7
I 1,479.9

2012 2013 2014

Balance of SME Loans at Busan Bank

(Unit: KRW billion)

2012 2013 2014

18,118.2

16,638.3

Scholarships for Employees' children
in SMEs Performance records

(as of 2014-end)

Number of cases extended

5 20 cases

Balance Amount

KRW 342 million

BNK SMEs Scholarships for Employees'
children

Award Ceremony for Excellent Employ-
ees in Partner Companies
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Intensifying Microcredit Services
(as of 2014-end, Balance amount of loans)

A loan product to enhance our roles as a regional bank in the

New Hope Seed society and thus provide better finance to the working class KRW 120.1
Loan through microcredit service loans for workers and entrepreneurs  billion
whose annual income is below KRW 40 million

A loan product to reinvigorate microcredit services needed for
BNK Baronuri Loan | stable living through financial support targeted at small-scale

o AR billion
entrepreneurs and individuals whose credit rating is low j

KRW 7.7

We extend microcredit services by converting loans of high

BNK Change interest of over 15~20% a year held by low-credit householdsand ~ KRW 19.8
Dream Loan the self-employed in a small scale from loan companies, savings ~ billion
banks, hire-purchase finance houses, etc. into low-interest ones.

BNK High-Interest | \ve convert loans of high interest of over 15~20% a year held by

Conversion Loan . ) KRW 0.8
N e youths and college students from loan companies, savings banks, billon
College Students hire-purchase finance houses, etc. into low-interest ones. J

‘Award Ceremony for Excellent Employees in SMEs’ on Labor Day

Kyongnam Bank held an award ceremony for 50 excellent employees among those in SMEs on the
Labor Day. We support employment stability in regional SMEs by boosting their work morale for
excellent employees at SMEs.

WIIIIIIIIIIIT 1777777777777 777777777777777777777777777777777777777777777.
Promises of BNK Financial Group

BNK Financial Group seeks to strengthen the business impact and enhance business profits as well
as social benefits by carrying out strategic social contribution activities. Over the long haul, our
social contribution projects will be made more systematic. To this end, we will establish a strate-
gy system in the group level and boost the linkage with our business activities, thus generating
synergies among social contribution activities. Support for SMEs and entrepreneurs in regions will
reinvigorate the regional economy and strengthen soundness and stability in the economy for the
working class.

KPIs
Type
Short-term Mid-term Long-term

Strategic imple- Strengthening mecenat Spearheading the development Branding social contribution
mentation of projects for the cultural and art  of social contribution activities activities and spreading them
social contribution development - Developing engagement out
activities « Spreading mecenat projectsa projects to resolve social and ~ « Establishing an exclusive social

widely and intensifying activities pending issues contribution brand by continu-

linked to charity projects ously initiating key projects by

social contribution sector

Extending econom- Creating jobs for youths Increasing the amount of loans  Developing models for exten-
ic support for small - Organizing youth start-up for the self-employed sion of support

entrepreneurs and  contests and start-up camps on -« Expanding business operation - Establishing an exclusive busi-
the self-employed  end funds for the self-employed and  ness model by strengthening
loans for stable livelihood consulting capacities for youth
start-ups and the self-employed

Developing finance Expanding support for local Continuously increasing loans  Developing models to explore
specialized in SMEs native companies for SMEs SMEs
« Expanding the scale of Big Step + Maintaining the balance for SME « Exploring competent SMEs with
2014 Special Loan for SMEs loans worth KRW 20,000 billion  potentials for win-win growth

and developing models to
extend support to them

{ 40  4.Suggesting a New Win-Win Growth Model with the Regional Communities 4 7
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Importance of Fostering Financial Specialists

In order to offer high-quality financial products and services to consumers, corporate growth
and competent human resources need to be secured and fostered. Competent HR is a strong
competitive edge as it is, and it requires hard work to attract excellent talents and create a ®

Crises and Opportunities

better working environment. BNK Financial Group carries out continued investment to make . .
+ Business Review

The goal to achieve higher growth by securing financial specialists

improvement for a transparent recruitment process and sound HR development and welfare

conditions to further develop the human capital. and developing their capacities for expertise in the global financial

market is gaining more weight regardless of time and space in the

financial industry. Accordingly, the demand for competent financial

talents has been always high, and competitions to attract them have

flourished, which leads to high cost and strong efforts to attract and

retain a specialized workforce. On the other side of the coin, there are

concerns over the utility in suggesting visions to highly paid financial

specialists and maintaining such workforce amid the shrinkage in in-

vestment conditions due to the downturn in the financial market as in

the global financial crisis.

m . W/

@ Performan@ENRE LIS

- Materiality
Test Map

h External stakeholders

Core Issue. 7

Core Issue. 8

Core Issue. 11

Core Issue. 17

- Sustainability Review
It has become relatively easier to secure competitiveness over the
financial capital amid globalization and the importance of ICT. How-
ever, it is time-consuming to secure and develop competent human
resources. Training specialists might offer long-term and continuous
comparative advantages for companies which cannot be easily cop-
ied by their competitors. Therefore, companies need to recognize
their competitive edge equals that of all human resources comprising
the companies, and thus make extra efforts to steadfastly develop the
expertise of their employees.

BNK Financial Group secures excellent HR through competency-based recruitment and a decent working environment while offering them training
opportunities befitting employees’ demand and reflecting latest trends. We also seek to boost morale in their self-development by heighteningtheir
satisfaction and involvement in the organization. We plan more endeavors to develop and maintain financial specialists as the core growth engine to
help us grow further as 'Global Super Regional Financial Group' over the long haul.

Intensifying the welfare benefit system for employees

Devising training programs to boost employees’ competencies

Establishing and improving a fair and transparent performance
evaluation system

Embracing employees’ complaints and grievances, and facilitat-
ing the Ombudsman system

Fostering Financial Specialists
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Intensifying Employees’ Competencies

Policies and Directions

BNK Financial Group does the utmost to foster passionate and creative financial specialists through
systematic training for the core workforce. Top talents are secured through fair evaluation as well as
the open recruitment scheme, and customized training is provided in tandem with their individual
capacities. By providing opportunities for their voluntary self-development, we plan to spread the
perception throughout the group that talents are a precious corporate asset and a future growth
engine.

Developing Global Talents

Busan Bank implemented the ‘One Hundred-Year Plan for Talents’as a program to develop talents
so that they could be equipped with global competitiveness. It is a program to foster future talents
by injecting KRW 10 billion for three years to strengthen the specialized competencies and foster
global talents. Busan Bank will solidify its regional and global presence as a bank by launching
several initiatives: an integrated course to strengthen employees'work competencies through the
scale-up of financial training and MBA courses, language proficiency courses and the launching of
overseas finance experiencing teams.

Implementing the Program to Foster Corporates

We conduct a capacity build-up program by sectors such as management planning, loan and mar-
keting for corporates, and a group of candidates for corporates. The results of the program are com-
prehensively evaluated through years of management performance and leadership. The program
is expected to be spread to non-banking affiliates after first being applied to the holding company
and banks in the group to beef up competencies of all corporates in the group level.

Strengthening the Development of Core Specialized Workforce

We plan to continuously initiate a program to develop specialists in five future growth areas for the
group including ship finance, derivatives financing and new growth projects. Training opportuni-
ties in five core programs and investment in training will be expandedto foster core financial talents
that lead the future of the group.

Offering Prior Training for Workforce to be Dispatched Abroad

We offer overseas OJT training and other training programs to benchmark advanced financial
institutions in Japan, Hong Kong, Singapore, etc. through business operations to develop global
financial specialists. Moreover, we foster financial specialists in other countries by taking part in
specialized courses in foreign universities. This type of local-specific talent development policy is
conducive to the business activities of our existing customers’' overseas subsidiaries, and branches
and companies that have advanced to overseas markets.

Activities and Roles
Operating the Financial MBA Courses

Seeking to foster financial talents with expertise, we sponsor about 10 financial talents in Busan
Bank every year in conjunction with Graduate School of Management at Pusan National Universi-
ty. Sponsored courses are master degree ones on finance, securities and futures. We also sponsor
employees to attend Korea Maritime University’s ship finance course for them to gain expertise in
derivative finance, while partnering the financial MBA course at KAIST(Korea Advanced Institute of
Science and Technology).

Ceremony for new employees,
'Ribbon toward Dreams'

Talent development program,
‘One Hundred-Year Plan for Talents’

Current Status of Busan Bank’s Train-
ing Programs

(Unit: Number of persons)

Type Number of

participants
Training by job rank 341
Training by job type 16,329
CS training 1,754
Other training 1,857

Number of Training Hours per Employee

(Unit: hours/individual)
Busan Bank
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n
n
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~
2012 2013 2014

Dream High Hanmaeum Contest
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Transparent Performance Assessment

Conducting a Mentoring Program

We have designated employees with ranks equal to or higher than assistant managers as mentors
for new employees. Starting with 41 mentor-mentee pairs, about 850 pairs are working together
and they conduct mentoring activities more than once a week for a year. This helps new employ-
ees to adjust faster to the organization and job competencies and also offers opportunities for
growth potentials.

Mileage Point System for Course Completion

Busan Bank operates the mileage point system for course completion whereby mandatory courses
are offered with mileage points designated for each job rank in order to boost employees’ capacity
buildup. Moreover, 120 hours per year are mandatorily imposed on each individual as the bank
strives to reinforce capacity buildup for individuals and its organization.

Policies and Directions

BNK Financial Group is equipped with rational and diverse performance evaluation and compen-
sation systems, offering opportunities for fair compensation and growth to employees. We foster
them further by enhancing their motivation and job involvement, which also contributes to the
development throughout the organization. We take the lead in improving the group-wide perfor-
mance evaluation and compensation system by gradually narrowing the discrepancies between
the two banks in terms of wage and welfare, and unifying the performance pay scheme.

Activities and Roles

Rational Performance Evaluation

’

Our performance evaluation scheme has become more efficient to help scale up the employees
contribution to performance and involvement in their work. The frequency of performance evalu-
ation was changed from the yearly basis to the quarterly one so that more accurate performances
can be reflected. The organization at the head office sets strategic tasks for target management
in consideration of department-specific features, which is reflected in performance evaluation
through the key performance indicators. Then, its branches distinguishand evaluate key perfor-
mance indicators in a differentiating manner by setting targets in consideration of environmental
factors so that complaints on jobs collected from employees is reflected in the performance evalu-
ation system.

Measurement of Social Performance

We evaluate the performance of socially responsible projects linked to our business activities. Re-
sults of implementing management innovation tasks including the evaluation for social contribu-
tion performance and contribution to the establishment of corporate culture are reflected in meas-
uring performance. This leads to the evaluation of values for non-quantifiable activities beyond the
achievement of business performance by employees, which is then reflected in performance so
that more objective evaluation could take place.

Fair Compensation System

Comprehensive review is made on the results of systematic performance evaluation and employ-
ees’contribution level on performance. Based on the results, wide-ranging compensation is offered
to employees including profit sharing, incentives and commendations. Besides these, we offer
commendations and incentives to employees with outstanding performance in various campaigns
including the Hanmaeum Contest and also those with excellent promotional performance, thereby
improving the motivation of employees. We also give additional points for performance evaluation.
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Non-discriminatory Work Environment

Policies and Directions

BNK Financial Group promises on employment security to provide a stable work environment for
employees. We prohibit child labor and forced labor in compliance with the Korean laws and pro-
visions in the International Labor Organization (ILO). We also prevent discrimination on the basis of
gender, religion, work type, and employment of the underprivileged, their appointment, promo-
tion and training. We aim to create a sound and non-discriminatory working environment.

Activities and Roles
Non-discriminatory Employment of New Employees

Busan Bank recruited 14 high school graduates from specialized high schools in 2012, 19in 2013 and
231in 2014.The bank held a job seminar in the financial sector for students in specialized high schools,
introduced the latest job search trends in the sector and conducted pilot interviews, garnering positive
feedback from students and regional communities. The number of the disabled employees are rising,
and their work environment is being improved through quarterly meetings with disabled employees
to review their complaints. Prior employment for regional residents also takes place. As such, the bank
contributes to employment security for people in different walks of life and contributes to the vibrancy
in the economy.

Conducting the BNK Hope Internship

We implement the BNK Hope Internship for various talents. Candidates may vary from Korean
students to the socially vulnerable and foreign exchange students. We gave regional talents oppor-
tunities for their career search and contributed to creating jobs in regions. In 2014, 20 interns were
recruited from specialized high schools so that more high school graduates could get employment.
In January 2015, we recruited 10 interns from such schools, thereby expanding the recruitment
scale compared to the previous year.

Fostering Female Managers

BNK Financial Group conducts the employee evaluation through a fair and transparent procedure.
We ensure non-discrimination by gender or for disabled employees by complying with the Labor
Standards Act and the Act on Equal Employment. In 2014, we had no female executives but this
is due to the absence of candidates under the seniority system. We plan to increase the portion of
female managers through the female executive quota system in mid-long term.

Selected as a Company of Excellence in Gender Equality in Employment

Kyongnam Bank selected as a company of excellence in gender equality in employment makes
multifaceted efforts to improve its work environment so that woman employees could exert their
capacities as much as they can. Female employees are encouraged to take part in various training
sessions to build up their skills required for the manager level as the bank extends full support
for their self-development. Kyongnam Bank won the prime ministerial commendation in 2014
by being designated as an ‘Excellent Company in Gender Equality in Employment’in the overall
evaluation categories: performance on improvement in employment of women, gender quality in
capability buildup, maternal protection and support for work/life balance.

Status of Employees by Contractual
Form at Busan Bank

(Unit: Persons)

3,008

2,869

296
348

I
N

2012 2013 2014
@® Regular employees
@ Contracted employees

X Increase in the ratio of contracted employees
due to the increasein re-employing retirees and
specialized employees

Accumulated Number of Interns

(Unit: Number of persons)

2012 2013 2014
® Busan Bank

@® Kyongnam Bank

Status of Employing the Socially Vul-
nerable at BNK Financial Group in 2014

(Unit: Number of persons)

Type The Patriots

Disabled and

veterans

Busan Bank 4 1

Kyongnam Bank 5 6

BNK Savings Bank - 1

BNK Credit ]
Information

Ratio of the Socially Vulnerable
Employed at Busan Bank

(Unit: %)
Type 2012 2013 2014
The disabled 1.98 2.16 217

Patriots and
veterans

Number of Handling Complaints at
Busan Bank

(Unit: Number of cases)

~
N
N

160
135

2012 2013 2014

Current Status of Handling Complaints
at Kyongnam Bank

(Unit: Number of cases)

2012 2013 2014
® Number of cases raised

® Number of cases handled

% Results of complaint consultation from outside
institutions

BNK Young Board's Group Promotion
Activity
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Employee Engagement and Communi-

cation
e —

Policies and Directions

BNK Financial Group reinforces the system for employees to participate in corporate management
to create a more vibrant working atmosphere and to induce changes and innovation in the organ-
ization. Participation in management is encouraged through various activities and employees pro-
pose innovative ideas. This contributes to the development of corporate culture, and establishment
of a forward-looking corporate culture.

Operation of the Labor-Management Council

BNK Financial Group stipulates the Collective Agreement and the operation regulations of the La-
bor-Management Council for the three labor rights, including the right to organize, the right to bar-
gain and the right of collective action. Busan Bank and Kyongnam Bank have an official labor union
with full-time unionists and runs the Labor-Management Council that meets every quarter.

Improvement of the Working Environment

BNK Financial Group's specific initiatives include the prevention of ungrounded restructuring, and
improvement in the current discrepancies between employment security, wage and welfare. We
also reinforce business capacities by realigning the mid-term HR supply and demand plan for
Kyongnam Bank and Busan Bank and reallocating the surplus labor in a head office to branches un-
der business-centered strategies. The holdings company and affiliates take the lead to give notice
to workers on any critical changes in business 60 days prior to the execution, and adequate consul-
tation with the labor union must takes place, thereby protecting the workers'rights.

Activities and Roles
Conducting the Work Proposal System

Busan Bank and Kyongnam Bank conduct a work proposal system to listen to employees' requests
including proposals for improvement on work and welfare. The ideas suggested through the
system are applied to work improvement after the evaluation of proposal reviewers consisting of
managers in different departments. For those that proposed excellent suggestions, such commen-
dations as overseas training are delivered.

Operating the BNK Young Board

Busan Bank and Kyongnam Bank operate the Young Board to improve the corporate culture to be
creative and innovative. The board members are those whose job competencies have been verified
at the departments of the head branch and sales branches, serving their roles as communicators
for internal and external communication while suggesting ideas for management innovation. The
Young Board of Busan Bank and Kyongnam Bank carry on mutual exchange programs every year.
They conducted a joint promotion program that heralds a new start for BNK Financial Group in
April 2015.

Operating the Ombudsman Channel

BNK Financial Group operates the ombudsman channel called ‘Meoshirago! Busan Bank listens to
employees’ complaints through two exclusive channels, that is, the hotline of ‘Angel Call’and the
online bulletin of‘Meoshirago! If there is a request for ombudsman consultation, we conduct one-
on-one interviews by visiting in person and the interview details are reported to the executives to
be reflected in making improvements. In 2014, Busan Bank had 135 complaints registered in total,
while Kyongnam Bank resolved 31 complaints out of 60 internal ones and 2 external ones.
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Welfare Benefits for Employees

Policies and Directions

We do the utmost to make ‘a happy workplace for employees. To this end, we practice happi-
ness-oriented management for work/life balance and health management and improvement pro-
grams covering both physical and mental health. Under the group core values of 'communication
and trust, communication channels between the CEO and employees are reinvigorated. As such,
an advanced work environment is in place where mutual trust is scaled up based on common
goals.

Activities and Roles
Health Management and Disease Prevention for Employees

Busan Bank stipulates regulations on improvement of employees’ health. Its diverse health man-
agement programs are up and running: annual health check-ups, collective subscription to per-
sonal injury insurance, payment of nursing fees, reimbursement for medical fees, and operation
of the anti-smoking and diet fund. Busan Bank runs the health management service room to offer
customized health management service for employees, regular health check-ups and health in-
formation. Two health keepers are available to prevent the musculoskeletal disease for employees.
The bank built a fitness center within the head branch for employees to work out with the help of
professional health trainers.

Creating a Women-Friendly Environment

Busan Bank runs various programs for women to ease their burden from childbirth and child rais-
ing. These include flexible working hours for pregnant employees, assigning workplace near the
homes of female employees who are returning to work after maternity leave, and offering gifts at
the time of child birth. Kyongnam Bank runs the Working Mom First Program and Would-Be Mom
Supporters Program to help female employees work in a burden-free environment with regard to
childbirth and childcare.

Running In-house Childcare Centers

Busan Bank offers ‘BNK Family Birth Gifts'to employees on childbirth. The bank has run in-house
childcare centers since 2011 to ease the childcare burden for employees. In 2015, the ‘Haeundae
Childcare Center'which is the second one of its kind opened, and the third is set to open in Geum-

jeong.

Holding the Family Experience Program

Busan Bank runs ‘BNK Weekend Farm’and ‘Refreshing Parents Class'to foster happiness in family.
Family love is deepened through diverse experience programs for family memberssuch as wetland
experience, camping experience, etiquette class, cheese making, maple leaf sightseeing and job
experience. Kyongnam Bank, meanwhile, offers a camping program (‘Dad! Let's Go Together!) with
its employees and their children to spread a camping culture where communication and bonding
with family members are enriched through various experiences.

Facilitating Communication with the CEO

Busan Bank runs channels to forge trust between employees and the top management. The ‘Cultural
Events with the CEO’and 'Gonggam Madang' are held every month where they watch films, plays
and other cultural events for networking and communication, thereby enhancing the employee
satisfaction. The bank also organized the'Communication Relay with the CEO, Mr. President~ | Have
a Question'to facilitate the corporate culture so that voices from branches could be heard.

Cultural Events with the CEO

Mr. President~ | Have a Question!

Results of the GWP Employee Satisfac-
tion Survey

(Unit: points)
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% As for Busan Bank

Records of Reemploying Retired
Employees

As of 2014-end, (Unit: Persons

)
91 persons
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Guaranteeing Economic Conditions for Retired Employees

A life design program in the post-retirement life is offered for retirees. Their stable elderly living is
supported by empowering their recipient rights for retirement benefits by adopting the retirement
pension system. Moreover, jobs were offered to them through re-employment of retirees, while
guaranteeing stable economic conditions in the post-retirement stage for them. As of 2014-end,
there has been no layoff resulting from corporate restructuring or reshuffle.

—O Prized for the Top 100 Companies for 06— —O Received the Moran Medal of o—
Great Work Place in Korea the Order of Civil Merit

Wide-ranging employee programs are up for grabs at
Busan Bank to make a joyful and decent workplace. A
lot of efforts take place to strike a work/life balance,
ranging from childbirth, childcare and educational
subsidies to family-friendly programs like family expe-
riences. Experience programs such as family camping,
wetland experience, farm experience and history expe-

Kyongnam Bank received the Moran Medal of the Or-
der of Civil Merit in recognition of contributions made
in spreading the culture of social considerations for
pregnancy and childbirth, while improving work/life
balance systems on the 'Population Day in 2014". This
contributed to enhancing the bank’s image and boost-
ing the morale of employees.

rience, in particular, which differ by month are greatly
acclaimed by employees. As a result, Busan Bank has
been prized for the Top 100 Companies for Great
Work Place in Korea' by GPTW, a global consulting firm.

GREAT '
B
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Promises of BNK Financial Group

We seek to achieve 'HomeFunny (Home + Fun + Company); a workplace where work/life balance
is struck. To this end, family experience programs and working mom support programs will contin-
ue on and in-house childcare centers will increase up to five. Diverse programs will be expanded
to improve employees'mental and physical health. We also hope to forge mutual trust through
communication and create a participatory corporate culture. As a result, a culture of exchanging
compliments and encouragement will root down, heart-to-heart communication programs will
scale up and the employee satisfaction will be managed through indexation, thereby steadfastly
managing the employee satisfaction.

KPIs

Type
Short-term Short-term Long-term

Establishing a sys-  Strengthening global Suggesting career growth paths Evaluating the productivity of
tem to foster finan- competencies « Developing competent special- human capital
cial talents « Developing the global compe-  ists by developing job-specific  « Establishing a model to evaluate
tency buildup program with the  customized career growth paths  the productivity of the human
entry of projects abroad capital vis-a-vis making invest-
ment in training

Creating an Making the work network more Operating the labor union Enhancing the score for

excellent working  efficient «Increasing the subscription rate  GWP review

environment - Preventing inefficiencies in to the labor union for employ- - Raising the employee satisfac-
work thanks to the network ees in the holding company tion by upgrading the work/life

integration among affiliates and affiliates of the group balance
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Core Aspects in
the Previous Report

History on the Reporting Aspects
BNK Financial Group decides on the reporting aspects based on the results of the
materiality test process every year, which is then shared with stakeholders. In case
the core aspects reported in the previous year are excluded in the materiality aspects
of the current year, we include additional pages to thoroughly report on continuous

management and whether the previous goals have been met.

Protection of Financial Consumers

There has been an increasing social demand and interest in the information protection of financial consumers. Accordingly, BNK Financial
Group intensifies comprehensive supervision and monitoring by developing measures for managing personal financial information to protect
financial consumers. We focus on protecting the information of financial consumers. For instance, we operate the Intranet detached from the
outside Internet network and adopted the 24/7 security system at the newly built IT center, thereby fighting against attempts to leak personal
information.

A Response Team for the Protection of Financial Consumers

We launched a consultative body under the supervisor for the protection of financial consumers and regularly operate it for effective consulta-
tions within the bank on the same issue. The Financial Consumer Protection Council generates the best outcome for the protection of financial
consumers by setting policy directions and basic plans for the protection of financial consumers, improving the institutions and sharing the
outcome of complaint analysis.

Representative Activities for Financial Consumer Protection
Fraud Detection System

We manage stability in electronic financial transactions against new financial scams resulting from voice phishing and malicious codes. We
also operate the fraud detection system to prevent electronic financial scams using big data, establish the relevant system and secure oper-
ating capabilities. The fraud detection system enables us to utilize and analyze big data solutions including past financial transaction logs and
PC security control logs. When illegal withdrawals are suspected upon real-time money transfer, there is the ARS authentication process for the
customers. If they turn out to be illegal withdrawal attempts, they are automatically shut off and customers are notified of the detection.

Manual for Financial IT Services against Crises

In the financial IT service response manual, there are crisis alerts, guidance on countering and deciding on crises and specifics on the system
of implementing crisis management operations. We implement responsive activities by stages of interest, cautiousness, warning and high se-
verity, etc, while managing and assessing items of crisis signals as counter measures against each alert level. We are fully aware that adequate
measures could be taken against various crisis response situations including natural or technical disasters.

Review of the Information Security Standard (1S027001)

We continuously manage and run the information protection management system pursuant to the ISO27001. We analyze weaknesses for
e-finance facilities in accordance with standards for the protection of IT. We also strengthen the review for the information protection manage-
ment system based on amendments of the related regulations and implement the plans based on the outcome of the weakness check.

Stronger Customer Identification Capabilities

We provide a service to reinforce the customer identification capabilities based on security certificates and authentication certificates if a cus-
tomer’s online account is opened. Security is beefed up through various schemes:’My Own Image Service' enabling the identification of a cus-
tomer’s log-in in a certified website by indicating the image designated by a customer;'New Account Designation Service for Deposit' setting
the ceiling on the amount that can be deposited in an undesignated account, while enabling the money transfer only to registered deposit
accounts; and Authentication through Graphics' for authentication based on modifiable image combinations are a few of them.

Anti-Voice Phishing
We run a task force to counter voice phishing. The task force established a monitoring system to prevent voice phishing, conducted periodic

improvement activities and adopted efficient preventive techniques. In 2014, we prevented a total of 270 voice phishing cases, thereby block-
ing the customer damage worth about KRW 3.7 billion.

Anti-Money Laundering Program

Busan Bank and Kyongnam Bank run an anti-money laundering program as due diligence to ferret out customers with risk potentials. We thor-
oughly prescribe regulations through a manual on job operations so that financial services are not used for funds being suspected to be man-
aged for money laundering and terrorist activities, and established the Anti-Money Laundering (AML) system. We set and manage the cycle to
reaffirm on the obligation of customer identification depending on customer risks. If the level of risks goes up upon monitoring transaction,
we fulfill the duty of care for customers.

Training on Financial Accident Prevention

At Busan Bank and Kyongnam Bank, the heads of each department, division and branch train on the prevention of financial accidents for em-
ployees once a month. In the training course for each rank of the bank’s employees, they are mandated to complete the training on financial
accident prevention, especially the relevant job training for employees.

Information Protection Training for Employees

We seek to enhance all employees' security awareness and strengthen emergency response capabilities pursuant to the ‘Standard on Informa-
tion Protection in the IT Sector' To this end, a certain number of hours of courses are offered to employees such as basic character build-up in
information protection ethics by job title; basic knowledge on security by job type; and a course on IT security experts. Training on security is
delivered to those in IT departments, covering major security equipment handling, trends on maliciouscodes, and security issues within the
financial sector.

Major Performance and Continuous Operations (Busan Bank, Kyongnam Bank)

Performance Future Objectives
Year 2012 2013 2014 2015 2016
K K
KPI Busan Bank Busan Bank Busan Bank Busan Bank Busan Bank yongnam Busan Bank yongnam
Bank Bank

N - "

umber of Su.?plcmus Transactllons 450 Y 536 44 920 700 1,000 270
Reported (anti-money laundering)
Number of C Reported on High-

OBl (Elil 100638 108,162 111961 62628 123,000 68,000 135,000 75,000
amount Cash Transactions
Status of the Prevention of Records 92 99 270 75 290 83 320 %

Financial Phone Scams
(Unit : times, KRW million) Amount 2314 1,600 3,699 550 4,000 600 4,400 660




HAPPY FINANCING,
TOGETHER PRACTICE

Happiness with You by Acting Together

Busan Bank

It is a representative
financial group of Korea

that make a new future in
economic zone of Asia.

Kyongnam Bank

It is a native

bank representing
the Gyeongnam and
Ulsan regions giving
'Happiness to Customers
and Hopes to the
Regions'

BNIWL System ‘

Itis a financial IT company
offering financial IT
services.

BNIL Securities

Itisa

comprehensive
securities company
established to facilitate the
regional financial industry
and the capital market.

BNIL Savings Bank

It is a financial

company specialized
in microcredit extending
deposits and loans for the
working class.

BNIL Capital

It is a financial

company specialized

in loans focusing its
financial competencies on
microcredit service.

BNIL Credit Information

Itis a credit
information
company specialized
in loan review through

seasoned experiences

and professional

consulting.
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Busan Bank

Busan Bank will lay the foundation for your greater
happiness and hopes.

Busan Bank achieved stable growth by improving the customer value through community-
oriented business and streamlining corporate management earlier than others even amid
the challenges of unprecedentedly low growth and low interest rate. As a result, the bank
could further solidify its presence the leading regional bank. The bank will upgrade its
overall capabilities, innovate the management structure to intensify its competitiveness
and fulfill its given roles in the financial sector. This will create a virtuous cycle of win-

win growth to enhance the regional, customers'and the bank’s values and help the bank
in being your reliable partner. The bank will promise to be with you at all times with
'Happiness with You' giving greater happiness and hopes for the future by proactively
fulfilling socially responsible management.

President of Busan Bank, Se Whan Sung

Company Introduction

Busan Bank is a representative local financial institution that has grown together with the region

for forty-eight years since its foundation in October 1967, to revitalize the local economy.

Even during the 1997 financial crisis and global financial crisis, the Bank could withstand the crisis
through localized business strategies. . As of 2014-end, the Bank became one of the best regional
banks with its total assets of KRW 51 trillion (including trust accounts), net income of KRW 355.2
billion, 272 branches and 3,374 employees. Moreover, Busan Bank set its mid-and long-term man-
agement goal for 2015 as Visions 2017: Busan Bank of Korea as A New Future in Asia’s Finance!The
bank continues to strive to become a global company under the new goal.

Achievements of Sustainability Management

Win-Win - Revitalizing the Regional The bank formed a fund worth KRW 500 million for financial support for
Management Economy companies that have been relocated to Busan, and dispatched its em-
- Leading the Support for ployees to Busan Metropolitan Government to attract new companies
Technological Finance  to the city. For the first time as a regional bank, the bank launched ‘BNK
Loan for Creative and Innovative Companies’, an exclusive product for
@ technological finance in August 2014, which has been extended to 106

companies with KRW 52.3 billion as of December-end, 2014.

Customer « Operating the Financial  The bank listens to the voices of customers, improves processes and
Satisfaction Consumer Protection takes preventive measures by running the Financial Consumer Protection
Management Department Department. The bank established the Fraud Detection System for the
- Preventing Voice first time as a regional bank in 2014, and has applied it to the highly used
Phishing mobile banking sector since 2015, thereby strengthening activities to
l prevent voice phishing.
Employee « Managing Family-Friend- Various programs for work/life balance are up for grabs ranging from
Happiness ly Programs childbirth, child-rearing and training support to family-friendly programs
Management including camping, wetland experience, farming experience and histori-
e s cal experience.
A
Value Creation - Generating Synergies Busan Bank implements joint marketing with other affiliates including
Management Kyongnam Bank, BNK Securities, BNK Capital and BNK Savings Bank to
N generate business synergies. The bank also runs hybrid branches with
- - BNK Securities to provide differentiated services and expand synergies.

Company Information
I?;ltjig:\tion October 10, 1967

Shareholders’
Equity

KRW 4,405.6 billion

30, Munhyeongeumyung-ro,

Headquarters

Address Nam-gu, Busan Metropol-
itan City

Employees 3,374 persons

Homepage www.busanbank.co.kr

Initiating Projects with Core Values

Selected as the Top 10 Companies for
Sponsoring Culture and Art

An Agreement to Attract Competent
Companies
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Financial Value Growth
Focusing on Substantial Management Based on Growth and Innovation

Total assets of Busan Bank hit KRW 43 trillion in 2012, KRW 47 trillion in 2013 and KRW 51 trillion in
2014, maintaining the 9% growth on average for the past three years. The bank carries out its solid
growth even amid the low interest and low yield structure, while steadily exceeding the netincome
of KRW 300 hillion for the past three years, transcending its external growth. The secret behind Bu-
san Bank's continuous growth lies in its efficient system and employees'devotion. This is proven by
productivity indicators where the pre-provision income per employee recorded KRW 220 million
in 2014, firming its No.1 presence as a bank in Korea. Moreover, Busan Bank makes endless efforts
to respond to the changes in the financial environment and fulfill its given roles at given times. As
a result of spearheading the efforts to improve some obsolete practices in the financial sector and
proactively engaging in the spread of technological finance, the bank ranked first among regional
banks in the evaluation of banks'innovativeness in the second half of 2014.

Initiating Projects with Core Values

In order to respond to the changes in the paradigms in the financial industry and achieve the
new goal of starting up a new business, Busan Bank carried out the core value creating project in
February 2014, and brought about major innovation in customer-centered thoughts and acts. The
bank, meanwhile, proposed clear visions to enhance the sense of ownership among its members
and create a sense of unity among them. The bank preemptively selected 74 tasks throughout the
bank’s management including trust-based management, communication-based management, dif-
ferentiated management, management with a challenging spirit for the future and enhancement
of the sense of ownership. The selection was based on the results of the corporate image diagnosis
through external researches and employee surveys. As such, utmost care is on to enhance the cus-
tomer value and employee value.

Social Value Creation
Selected as the Top 10 Companies for Sponsoring Culture and Art

Busan Bank makes continuous efforts to facilitate art and culture in the regions of Busan, Ulsan and
the Gyeongnam regions as a means to implement social responsibilities. The bank selected 120
young Korean traditional musical instrument majors to help develop the musically talented in these
regions, and offers them customized lessons. By hosting the ‘Art Contest for Young Artist'targeted
at young artists in the regions, the bank fosters the artistic talents of the young in the regions. Other
type of support is offered including the hosting of art exhibitions at all times by running its exclu-
sive art gallery. As a result, Busan Bank has been selected as one of the top ten excellent companies
to sponsor culture and art for two consecutive years since 2013.

Financial Support to Attract Competent Companies

Busan Bank plays roles to extend key support to sign‘an agreement to attract competent com-
panies'and attract such companies for job creation in partnership with Busan Metropolitan
Government. Busan Bank provides top-notch benefits for financial support exclusively for public
institutions when target companies are confirmed to be relocated to Busan. The bank extends the
relocation expense by forming a low-interest rate financial fund worth KRW 500 billion, and offers
the highest credit loan ceilings and preferential treatments for interest rates to employees of the
companies that are to be relocated. Moreover, the bank offers management consulting to compe-
tent companies in such diverse fields as taxation and real estate management so that the reloca-
tion companies could make stable settlement in an early phase.
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Kyongnam Bank

We will rise higher as a financial partner gaining customer trust in a
renewed state.

All employees at Kyongnam Bank will grow as a reliable financial partner for customers
with refreshing facets under the management principle of 'a strong and consistent
bank'that is not wavered by any crises. This will be driven by the basic tributes for all
bankers'i.e. accuracy, promptness and politeness. Moreover, in 2015, the bank will focus

on competencies across the bank for new growth engines in the middle and long term,
including leading the future finance to make a new leap as a region-based bank for the
next 100 years. The bank will also focus on the generation of profits. With a high priority on
financial convenience for regional residents with regional SMEs, the bank promises to do
the utmost to serve as a bank that 'gives happiness to customers and hopes to the regions!

President of Kyongnam Bank, Kyo deok Sohn

Company Introduction

Kyongnam Bank is a native bank established in April 1970, representing the Gyeongnam and Ulsan
regions. It has served as a solid partner in regional finance for the past 45 years. As a result of suc-
cessful privatization in October 2014, the bank has been incorporated into BNK Financial Group as
it affiliate, and paved the way for autonomous management. Continuous efforts will be made for
long-term qualitative growth by achieving adequate growth and generating adequate profits.

Achievements of Sustainability Management

Win-Win - Extending Microcredit ~ The bank is proactively engaged in operating a desk channel exclusively
Management Services and Reinvigorati- for microcredit services and reinvigorating the traditional markets. The
ng Tradltﬁonal Markets  bank also conducts customer participatory projects for social contribu-
: EGYE‘OE‘HRQ Cy\ture and tion in the regions including an art gallery, operas, concerts and plays.
rin [_ © hegions The bank is also at the forefront of spreading the culture of sharing that

- Spreading the Culture of | ) o . .
‘ Sharing Imbuing Hopes imbues hopes and a campaign to search for missing children and dis-

abled people who are missing.

Customer « Offering Top-notch Cus-  The bank does the best to protect the rights of financial consumers and
Satisfaction tomer Satisfying Services  their information by running the Thank You Day and activities to prevent
Management + Protecting the Rights of yice phishing as well as diverse customer services including a tour of

Financial Consumers and Dullegil Road with customers, free legal services for local residents and

Customers' Information )
l job creation for customers.

Employee « Operating Programs to ~ Kyongnam Bank runs the Three No's Day for work/life balance and the PC-
Happiness Encourage Childbirth OFF campaign, and creates a culture for social consideration to encour-
Management and Family Engage- age pregnancy and childbirth. Moreover, wide-ranging family engage-

ment ment programs are up and running including a tour program with Mom

to express gratitude and love and an experience program for children of
its employees.

|

Value Creation «Selecting and Initiating  Indicators are selected and continuously managed in five different cate-

Management . Top Ten Core Tasks gories: profitability, soundness, growth potentials, capital adequacy and
S’ expansion of the basis. Kyongnam Bank has come up with a profit struc-
-o = ture for sustainable development and is operating it.

Company Information
Date of ’
Foundation April 18,1970

.

Shareholders” o5 1457 billion

Equity

642, 3-15-daero, MasanHoe-
Headquarters won-gu, Changwon,
Address Gyeongsangnamdo
Province

Employees 2,507 persons

Homepage www.knbank.co.kr

Declaration Ceremony on Seven Ac-
tion Agenda

Appointment Ceremony for Manage-
ment Advisors
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Financial Value Growth
Securing Asset Soundness and Financial Stability

Kyongnam Bank’s new management principle is ‘to become a strong and consistent bank’through
solid growth. To achieve this goal, the bank has set main strategic directions such as enhancing
profitability dramatically and securing top-notch asset soundness in the banking sector, and it is
continuously strengthening its financial capabilities. The bank is boosting asset soundness through
preemptive risk management carried out through various measures against the financial environ-
ment with a continuum of poorer profitability amid the prolonged economic downturn; minimizing
the occurrence of non-performing assets through the improved culture and upgraded reviews for
loan extensions; enabling a virtuous cycle for assets by attracting new high-yield customers; dissi-
pating risks effectively for loan portfolios; and establishing an advanced risk management system.
In addition, the bank issued new equity securities worth KRW 200 billion and subordinated bonds
worth KRW 200 billion in 2013 to make preemptive responses to the adoption of Basel lll, a global
capital regulation. In 2014, the bank issued contingent subordinated bonds worth KRW 150 billion
in the second half of 2014, thereby securing financial stability by scaling up the capital preemptively.

Social Value Creation
Ranked First among Regional Banks in the Korea Customer Surprise Brand Index

As a representative regional bank, Kyongnam Bank contributes to the regional economic develop-
ment through various activities including preventing the offshore leakage of regional funds, serving
as a reliable partner for regional SMEs, recruiting regional top talents, creating high-quality jobs and
passionately engaging in regional social contribution activities. The bank declared a motto of ‘Giving
Happiness to Customers and Hopes to the Regions, and devised a list of actions to achieve the goal,
thereby spearheading the efforts to develop the regional economy. The bank seeks for changes
and innovation, improves customer services to achieve the customer-satisfying management and
conducts genuine social contribution activities. Kyongnam Bank ranked first among regional banks
in the 2014 Korea Customer Surprise Brand Index, and will strive to beef up customer satisfaction
with united efforts of all employees.

Giving Happiness to Customers and Hopes to the Regions

Under the motto of ‘Giving Happiness to Customers and Hope to the Regions', Kyongnam Bank
created an seven point agenda which included supportto develop regional SMEs, extending mi-
crocredit services and reinvigorating traditional markets, offering top-notch customer satisfaction
services, protecting the rights of financial consumers and protecting customer information, creat-
ing jobs in the regions, developing culture and art in the regions, and spreading the culture of shar-
ing imbuing hopes. These efforts lead to creating happy customers and giving hope to the regions.
Moreover, the bank declared a five point agenda for taking action and practices them. The agenda
concentrates on fostering and supporting regional SMEs, eradicating unsound business activities
and irrational discriminatory acts, prioritizing the protection of customer information, leading the
communication culture within the organization, and developing exemplary regional with a strong
ethical mindset.

Operating the Management Advisory Group

Kyongnam Bank appointed five opinion leaders in regional communities as members of the man-
agement advisory group to lay the foundation for sustainablemanagement. The advisors hold
quarterly meetings and extend advice to the bank in an objective manner. They brainstorm and
recommend on various information for regional community development and measures to create
new growth engines in the regions under the title of ‘creating the region-based finance for the
future/Kyongnam Bank, as a representative financial institution, will make steadfast communication
with community opinion leaders, and facilitate various communication channels including the
management advisory group to reflect the voices of the communities to the bank's management
as much as possible.
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BNK Securities

BNK Securities - the Partner for Successful Investment

BNK Securities seeks to become Korea's representative financial investment company
with top-notch specialized services to scale up differentiated specialization strategies.
The company practices corporate management based on growth and sharing for win-
win development with customers, employees and regional communities under the
management principles of sustainable growth, job creation and social contribution.
Moreover, the company does its utmost to serve as a close partner that gives greater
happiness to customers, creates values and enables successful investment. BNK Securities
promises to strive hard to grow as a top-notch financial investment company.

CEO of BNK Securities, Dong Won An

Company Introduction

The company started business operations as'PB Futures, a company specialized in derivatives,
headquartered in Busan from 1997. BNK Securities has made steady growth driven by its policies
of prioritizing customer profits and customer support has risen. BNK Securities has grown into a
renowned comprehensive securities firm by acquiring the license for investment and trading busi-
ness in 2012, by expanding business scopes by phase after tapping into the securities business in
2009. The company offers diverse and specialized financial services to customers by recently diver-
sifying businesses to include IB, asset management and FICC.

Achievements of Sustainability Management

Win-Win - Extending Support for  The company participates as financial advisor and syndicate upon the
Management Financing for Regional  issuance of bonds by companies in Busan, Ulsan and the Gyeongnam
SMEs and Initiating Social region, and extends financing for them. The company conducts monthly
Contribution Projects social contribution activities to give hopes to regional communities and

@ practice sharing-based management for win-win growth.

Customer « Practicing Love for BNK Securities operates CS training, monitoring system, employee re-
Satisfaction Customers and wards for good feedbacks from customers, in order to increase customer
Management Customer Satisfaction  satisfaction and employee CS mindset.
-
Employee « Expanding the Welfare ~ Wide-ranging programs are available at the company including the
Happiness Policies for Employees  event on the Culture Day to boost welfare for employees, collective sub-
Management scription to personal injury insurance, medical expense reimbursements
and support for in-house club activities. The company also offers gifts
G e on employees’ special anniversaries to boost their morale, and birthday
m luncheons with the CEO.
Value Creation « Securing the Basis for The company does the utmost to be fully recognized as a ‘hidden
Management Sustainable Growth by ~ champion in finance and investment specialized in the regions' through
. Creating Differentiated  specialized strategies with regional specifics in mind and the generation
_‘o’_ Competitiveness of synergies based on aligned businesses.

Company Information
Date of
Foundation  “une21997

Shareholders ypu 147 6 bilion

Equity

Headquarters 1, Saessak-ro, Busanjin-gu,
Address Busan Metropolitan City
Employees 167 persons

Homepage www.bnkfn.co.kr

Gyeongnam Sales Department, the
First regional BIB

Engaging in Protection Programs for
the Elderly with Dementia
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Financial Value Growth

Certified as a Leading Company in one of the Strategic Industries in Busan Met-
ropolitan Government

BNK Securities has contributed to the development of regional communities by being selected
as a leading company in knowledge infrastructure among the five strategic industries selected by
Busan Metropolitan Government: marine, convergent component, creative culture, bio-healthcare
and knowledge infrastructure.

Establishing a Stable Profit Basis through Diversification of the Profit Structure

BNK Securities expanded its IB and asset management business areas to achieve sustainable
growth throughout 2014, e.g. launching the FICC Team. As such, its business diversification led
to diverse profit structures, thus establishing a stable profit basis. The company will make further
efforts to scale up profitability by strengthening IB business in Busan, Ulsan and the Gyeongnam
region, tapping onto captive markets, and expanding the profit basis on structured finance and
property finance.

Securing the regional(Busan, Ulsan, Gyeongnam) business basis

BNK Securities has opened a sales department of Head Branch of Gyongnam Bank in May 2015
which is located in South Gyeongnam Province Changwon City. Gyeongnam sales depatment are
the first regional(Busan, Ulsan, Gyeongnam) complex financial branch (BIB: Branch in Branch) that
banking and security business in a space at the same time it can be solved. Gyeongnam customers
can now receive a comprehensive asset management service more convenient. Future, BNK Securi-
ties will be opened complex financial branch in Ulsan as well as Gyeongnam area and will continue
to try constantly to the local financial industry and to boost local economy.

Social Value Creation
Continuously Engaging in Social Contribution Activities

All employees at BNK Securities are proactively engaged in regional social contribution activities by
forming an in-house volunteering group to fulfill corporate social responsibilities. The group conducts
volunteering activities for regional communities more than once a month by extending support for
welfare centers, engaging in protection programs for the elderly with dementia and conducting re-
gional environmental clean-up activities. The company also participates in events organized by external
institutions including fundraising events held at the end of the year to help the needy.

Establishing a Cooperation System for Win-Win Growth with Regional Companies

BNK Securities signed an MOU titled 'l Love You, Busan!"with native companies in Busan, including
DaesunlJujo (liquor), Vilac (dairies), Park Land (apparels) and Busan Milk, thereby forging a system for
cooperation for win-win growth with regional companies. The company strives to facilitate the re-
gional economy by strengthening support for mutual support among companies that signed the
MOU and encourage its employees and acquaintances to use their products. The company plans
to strengthen cooperative ties through personnel and information exchanges to express love for
the regions and achieve win-win development.

'Start up fund' investments for start-ups and innovative SME

BNK Securities invests a 'Start up fund' to support financial capital required to start and grow the
promising venture enterprise and SME. In particular, the company devotes to boost local economy
and provide local SME to catch investment opportunities by investing the 'fund' that focus on man-
ufacturing based technological industries in Busan and Gyeongnam region. Futher, the company
are continuously striving to offer superior financial services to SME located in Busan and Gyeong-
nam region through financial advisory or direct investments to SME.
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BNK Capital

We will strive to become No.1 company specialized in retail
finance that can lead the field.

BNK Capital will grow as a company where all employees are happy by prioritizing
customer happiness and spearheading social contribution. The company is striving
hard to become the leading consumer banking company in the industry as per the
group’s management vision of 'Global Super Regional Financial Group. The company
will serve as a financial company that empowers the working class upon times of
difficulties by developing specialized products and services. To this end, the company
will extend funds for the financially neglected to purchase vehicles for their livelihood
and opportunities to convert their existing loans into low interest rate ones. Employees
at the company will work hard to help BNK Capital to serve as a premium loan expertise
company that can contribute to the society and where employees can work happily.

CEO of BNK Capital, Sang Chun Lee

Company Introduction

BNK Capital which was established in 2010 as a financial company specializing in loans has 22
branches nationwide including those in Seoul and the metropolitan area, and is making steady
growth with wide-ranging financial services including lease finance, auto finance, retail finance and
corporate finance. Employees at the company focus on working hard to enable their company to
grow as the most exemplary financial company in countries such as Myanmar, Cambodia and Laos
by establishing local subsidiaries. The company will move forward as the leading financial company
in the industry through continued overseas entries and endless innovation.

Achievements of Sustainability Management

Win-Win - Credit Loans for People’s The company extended credit loans worth KRW 6.8 billion for livelihoods

Management Livelihoods for the working class and the self-employed in the regions for three years

« Financial Support for The company extended financial support worth KRW 5.6 billion for three

4 Vehicle Purchase for years to purchase vehicles to support people’s livelihoods.
People's Livelihoods

Customer « Operating the Consumer BNK Capital established the Consumer Protection Department directly
Satisfaction Protection Department  under the CEO to strengthen the system, improving the customer com-
Management plaints system and personal information protection system for protection

of financial consumers.

-

Employee « Improving the Welfare of BNK Capital strives to enhance the welfare of employees by expanding
Happiness Employees welfare benefits such as supporting educational expenses, joining acci-
Management dent insurance, supporting club activities and medical expenses through
~ various communication channels with employees
ain
Value Creation « Enhancing Profitability ~ The company realizes continued profits and economic values by diver-
Management for Diversified Profit sifying income sources including the rental of durable goods and car
WA, Sources rentals based on diversified and stable asset structures ranging from lease
- o - finance, auto finance, retail finance and corporate loans.

Company Information
Date of
Foundation July 15,2010

Shareholders” ypu; 15 6 billion

Equity

Headquarters 1, Saessak-ro, Busanjin-gu,
Address Busan Metropolitan City
Employees 509 persons

Homepage www.bnkcapital.co.kr

Acquiring Business Licenses for Local
Subsidiaries in Myanmar

Socially Responsible Projects ‘Deliver-
ing Free Briquettes’
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Financial Value Growth
Developing Product Portfolios for a Stable Profit Structure

Since its foundation in 2010, the company has achieved steady asset growth by handling various
products reflecting customer needs that vary including corporate loans, rentals and car rentals, as
well as auto finance, industrial goods leasing and credit loans. The company’s stable profit structure
based on these wide-ranging portfolios and BNK Financial Group's strong support for the company
was highly recognized to the extent of earning upgraded credit ratings (from A+ to AA-) in Decem-
ber 2014 from three credit rating firms in Korea.

Jumping Higher as a Global Capital Company by Tapping into the Financial
Market in Southeast Asia

BNK Capital is seeking for continued growth by tapping into the financial market in Southeast Asia
beyond Korea in accordance with the group’s vision of becoming a 'Global Super Regional Financial
Group' by 2020. In 2014, the company established the basis for business by acquiring business li-
censes for local subsidiaries in Myanmar, Cambodia and Laos. The company offers financial services
including microcredit services for the financially neglected in far out regions in Myanmar. Moreover,
the company plans to unfold social contribution activities that are localized by country such as'Ko-
rean Class, Hallyu Cultural Performance, and ‘Well Digging in Areas with Water Shortage' The com-
pany will serve as a bridge for BNK Financial Group to advance to overseas markets by exploring
new growth engines and new profit sources.

Social Value Creation
Engaging in Social Contribution and Creating Jobs

BNK Capital operates a regional volunteering group consisting of 509 employees to reciprocate the
love of their customers. Volunteering activities are conducted more than once a month to practice
community love. In 2014, the company’s leading socially responsible projects included delivering
free lunch boxes, delivering free briquettes’and ‘running free laundromats’for the elderly living
alone and the socially neglected. Moreover, the company gives opportunities to leading talents
from local regions that have moved to Seoul to return to their hometowns, while recruiting em-
ployees from local regions. This enables a regional balance and stronger competitiveness for the
regions by controlling the outflowof besttalents outside the regions.

Intensifying Microcredit Services

The company scaled up consulting desks to 22 branches and loan centers nationwide, allocated
employees exclusively for microcredit services for consulting and loan extensions for continuous
development of “happiness finance’, - a social responsibility project conducted throughout the
group. Moreover, the company runs moving branch programs to increase accessibility for the
financially neglected. The company’s overseas subsidiaries offer products for the livelihood of the
working class based on continued microcredit service know-how and competencies, thereby con-
tributing to better lives for the people and improvement in local communities.
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BNK Savings Bank

BNK Savings Bank will serve as a genuine partner for customers in
achieving their dream as the bank pursues to become No.1 savings
bank to represent Korea.

BNK Savings Bank would like to extend heart-felt gratitude to you for your deep affection

and encouragement to the bank at all times. BNK Savings Bank was launched on December
13,2011, and has achieved outstanding growth for the past three years and will continue
to position itself as a regional microcredit service provider that endears customers and

the regions based on trust. The bank will safely protect customers'assets by putting itself
in their shoes, and working for regional communities to offer‘Happiness Finance Giving
Hopes: BNK Savings Bank wishes you good health and happiness.

CEO of BNK Savings Bank, Jae Young Jung

Company Introduction Company Information
BNK Savings Bank has three branches in Busan and four in Seoul by acquiring the (former) Primes
Savings Bank and (former) Parangsae Savings Bank on January 10, 2012 as an affiliate of BNK Fi- Date of January 10,2012
nancial Group. The bank has sought to dramatically innovate the previous management strategies Foundation '
and business practices as a savings bank, and establish a new savings bank model. It applied Busan Shareholders’ N
, . . . . . KRW 101.6 billion
Bank’s community-focused and advanced risk management techniques to the mechanisms of the Equity
savings bank as Busan Bank is an outstanding regional bank in the southeastern region in Korea. As Headquarters 177, Beomil-o, Busanjin-gu,
a result, BNK Savings Bank touts 108 employees, equity capital of 10.76% and total assets of KRW Address Busan Metropolitan City
7114 billion as of December 2014, and will continuously work harder to grow further.
Employees 103 persons
Homepage www.bnksb.com

Achievements of Sustainability Management

Win-Win - Supporting Regional BNK Savings Bank provided KRW 53.1 billion of Sunshine Loan by reduc-
Management Microcredit Service ing high-interest loan to lower interest loans.
@
Customer - Strengthening the To counter threats on personal information that have become more in-
Satisfaction Financial Consumer telligent and diverse, a regulation has been prescribed and is being man-
Management Protection aged on the provision of customer information as a regulation to handle
customers' personal information protection.
-
Employee - Conducting the Employ- In order to improve the satisfaction level of employees at the workplace
Happiness ee Satisfaction Program  and to raise their morale, BNK Savings Bank strives to make the workplace
Management feel like a second home to employees by supporting various activities,
~ including promoting internal club activities, designating a family day,
g v offering congratulatory cards and presents on anniversaries, and imple-
“ menting the Zero Complaint campaign.
Value Creation « Initiating the Growth Stable management performance is achieved through the expansion of
Management of High-Yield Assetsin  microcredit by forming assets with competent collateral-backed corpo-

. the Appropriate Level  rate loans and developing diverse microcredit products.

S ?  andImproving Loan
- o = Portfolios

Volunteering Group at
BNK Savings Bank

_1 - T R

Donation Ceremony for
Water Dispense Systems
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Financial Value Growth
Intensifying Stable Growth for Solid Management Microcredit Services

The bank utilizes the relationship finance from the beginning of its foundation for regional SMEs
lacking collateral capacities despite growth potentials, and the regional working class with low
income and low credit ratings. Since high interest rate loans of around 30% from lenders and non-
bank financial institutions have become a social issue, BNK Savings Bank has preemptively adopted
the personal CSS system to enable the sales of mid-tier interest rate loan products. In 2014, our ex-
cessive investment enabled us to redevelop the personal CSS system and interest rate calculation
system for about five months. As a result, we launched My Loan; a personal credit loan of 10% in-
terest rate for low-income and low-credit holders. Moreover, we block the usage of non-institution-

al lenders like loan sharks for customers by shedding a light on cross-affiliate synergies in customers'

perspective. For SMEs, the bank is proactively engaged in aligned businesses to prioritize them for
continued growth as well as reduction of financial costs by offering financial consulting services.

Securing Competitiveness for the IT Upgrade System

BNK Savings Bank opened an IT advancement system to embrace various customer needs, respond
to changes in IT trends, and secure business competitiveness by catering to the needs of various
departments. The bank recently set up the banking account ledger calibration system, and rede-
veloped loan review functions, comprehensive income management functions and e-document
management system, and improved its operations for corporate management information. The
bank also enhanced prompt customer response and customer convenience by developing cus-
tomized programs and establishing systematic service manuals toward simplementing customized
systems. Moreover, the bank offers a secure environment for customers to conduct transactions by
significantly beefing up the personal information protection functions that have been focused on
in the recent days.

Social Value Creation
Continuously Increasing Jobs for Youths

At a time when savings banks in Korea do not recruit new employees amid challenges in the man-
agement environment at home and abroad, BNK Savings Bank makes it no exception to recruit
new employees to foster core talents for the future and ease youth unemployment. Moreover, a va-
riety of personnel development programs are offered including mentoring programs and encour-
agement to delve into self-development. As a consequence, a total 19 new employees are trained
to serve as key talents in the company.

Reinvigorating Social Contribution Activities

The bank’s social contribution activities are not options but musts as essential corporate activities
engaged by all employees as a corporate culture. The target areas and scope of volunteering have
expanded to contribute to making a society where everyone is happy. Specifically, the bank takes
part in social contribution activities for regional development and exchange activities to reach out
to the needy heart to hear.
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BNK Credit Information

We are committed to establishing itself as a high-yield credit
information company that represents the regional communities.

BNK Credit Information has fulfilled its roles as a consulting firm for customers based on
abundant experiences and professional talents with expertise. The company will make
continued efforts to provide upgraded debt collection and credit check services by
adopting the high-quality working system. The company is committed to serving as a
super credit information company representing the regions by actively exploring new
high-yield projects.

CEO of BNK Credit Information, Nam Seok Bae

Company Introduction

As a credit information company completely established through investments of BNK Financial
Group, BNK Credit Information implements the duties of bond collection and creditcheck. In order
to achieve a sound credit society, the company offers excellent expertise and cutting-edge IT sys-
tems so that it plays a leading role for a credit-based society while facilitating financial transactions.
The company will grow higher as a superior company in the credit information industry driven by
higher efficiency in the organization, management innovation, and entry into new business areas.

Achievements of Sustainability Management

Win-Win « Supporting Socially The company provides help for borrowers with low income and low

Management Vulnerables credit ratings to pay back their delinquent accounts in a phased manner.
Benefits include the redemption of debt repayment and exemption of
overdue interest, on due consideration of their income.

@
Customer « Implementing Corpo-  The company runs a free consulting room for credit recovery that fully uti-
Satisfaction rate Social Responsibili-  lizes the functions of a credit information company. Employees are volun-
Management ties tarily engaged in environmental preservation activities for environmental
clean-up. They also participate in BNK Financial Group's social contribu-
tion activities including providing donations to centers patronized by the
l group.
Employee - Implementing the In order to support employees’ health life, the company runs welfare
Happiness Heart-Warming and benefit programs including medical expense reimbursements, collective
Management Sound Welfare System  subscription to personal injury insurance and support for medical check-

ups. Efforts are steadily made to make a healthier work environment.

|

Value Creation - Generating Synergies  The company provides stable and efficient services by exploring a new
Management to Develop New service of taking documents as a proxy entity for affiliates of the group
Projects among Affili-  so that the existing personnel and organizational infrastructure could be
\0' ates utilized and expands the business scope, thereby generating continued

- = profits.

Company Information
Date of

Foundation June 17, 2003
Shareholders’ oy 6.5 piion

Equity

Headquarters 92, Beomil-ro, Dong-gu,
Address Busan Metropolitan City
Employees 23 persons
Homepage www.bnkci.co.kr

Social Contribution Programs with
Love for the Environment
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Financial Value Growth
Tapping into New Business Fields and Strengthening Synergies

The company intensifies cross-affiliates synergies and profit-oriented externalbusiness capacities.
As the business target areas of the group are expanded to Ulsan and the Gyeongnam, the com-
pany has expanded its presence outside Busan and has proactively explored new business areas:
receiving documents for affiliates of the group as a proxy entity and ex-post management of debts
collected. The company, as a result, is growing as a synergy generator and sustainable company
through cross-affiliate businesses.

Stable Financial Structure

BNK credit information is the first regional subsidiary among the domestic financial group and
ensures the financial stability through external audit, creating stable revenue, transparent manage-
ment and accounting process. As a result of these efforts, BNK Credit Information has achieved the
industry's highest level of sales operating margin, stable debt-to-equity ratio and net profit to sales.

Exploring New Projects for Future Growth

BNK Credit Information strives for debt collection and credit search in continued business alliance
with the existing clients, while securing new ones. The company is prepared to expand business
proactively for the possible opening of new markets due to the expansion of business areas. The
company invests in developing IT systems in preparation for indorsement for collection of tax
claims upon the amendment of relevant laws. The company systematically conducts the prepara-
tory work for the opening of new markets including the research on profit models supervising the
work ranging from debt purchase to asset management in preparation for the permit on the pur-
chase of non-performing loans.

Social Value Creation
Eco-friendly Social Contribution

BNK Credit Information is engaged in social contribution activities focusing on the environment.
The company conducted environmental clean-ups, campaigns in and around mountaineering
paths in Busan, and tree donating campaigns in the Busan Citizen Park. Employees were voluntarily
engaged in environmental clean-ups to be aware of the value of the nature and of the need for
preservation of the environment. Continued efforts will be made for social contribution activities to
make the mountains and trails even greener.

Support for the Socially Vulnerable and the Underprivileged Borrowers

BNK Credit Information redeems the debt repayment for financially stricken and socially vulnerable
borrowers including recipients of the livelihood protection scheme, the disabled and the severely
ill. The company extends support to them for their stable debt repayment as they maintain their
normal economic life. Moreover, an exclusive desk service is available for the financially neglected
borrowers.
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BNK System

BNK System provides stable and distinctive financial IT services and
has achieved continued growth with BNK Financial Group.

The company is committed to contributing to advancing the affiliates' IT work environment
by developing convergent technologies covering the rapidly changing financial
environment and IT. The company will grow further as a key affiliate of the group that
offers top-notch IT services to each affiliate based on financial IT experts and experiences
of development in the financial sector.

CEO of BNK Information System, Young Woo Lee

Company Introduction

BNK System established as an IT exclusive affiliate of BNK Financial Group in May 2001 is growing
as a professional IT company offering the regions'top-notch IT consulting and services. Starting off
with the operational task for affiliates' work systems, the company has expanded its work scope to
include maintenance of electronic facilities, system integration and integrated purchasing, thereby
contributing to generating synergies in the IT sector for affiliates. The company is focused on smart
finance, fin-tech and information protection technologies to cater to the rapidly changing technol-
ogies and trends. Moreover, the company strives to develop further with the regions by searching
for and collaborating with excellent IT companies in the regions, creating jobs by recruiting local
talents and running programs for the socially neglected.

Achievements of Sustainability Management

Win-Win - Jointly Conducting IT BNK Financial Group explores excellent regional IT companies with ex-
Management Projects with Regional  pertise and enables them to participate in IT projects conducted by its
Companies affiliates, thereby contributing to their higher sales and competitiveness.

« Sharing Latest IT Trends  Moreover, we hold IT seminars to share latest IT trends with regional IT

@ with Regional Compa-  companies to help them scale up their IT base.

nies
Customer - Establishing a Project We apply a standardized project management process for affiliates’ proj-
Satisfaction Management Process  ect to develop IT systems, and achieve customer satisfaction by enhanc-
Management for Higher Customer ing quality for their work and productivity in development.
I Satisfaction

Employee « Encouraging the We offer the in-house career path management roadmap to encourage
Happiness Self-Driven Capability ~ voluntary job skill development and practice corporate management
Management Build-up systems that makes employees happy through various welfare schemes.

- Implementing the Wel-
fare System to Enhance

~
G @  the Satisfaction Level for
AR o
Value Creation - Contributing to We jointly purchase IT devices for affiliates including various IT devices for
Management Higher Synergies for work, security vaccines and security devices, thereby reducing cost and

o 1 , Affiliates through Joint  raising work efficiency based on standardization. This expands cross-affili-

- = Purchasing of ate synergies.
IT Resoures
-

Company Information
Date of
Foundation May 20, 2011
Shareholders” oy, 46 billion
Equity
13, GwangbokJungang-ro,
Headquarters Jung-gu, Busan Metropol-
Address : 9 g ! P
itan City
Employees 126 persons
Homepage www.bnksys.co.kr

Winning the Grand Prize at the Smart
App Award

EMART APP MVARD 04
Winner

Implementing the Environmental
Clean-up

Volunteering through Experiences
with Children at a Sisterhood Center

60 Busan Bank 68  BNK Savings Bank
62  Kyongnam Bank 70  BNK Credit Information
64  BNK Securities {72 BNK System

64  BNK Capital

Financial Value Growth
Conducting Voluntary Roles for IT Projects within the Group

Taking the lead in business operation in IT within the group, we have made steady growth after our
launch by securing excellent human resources and management capacities by operating the work
business efficiently within each affiliate, developing new IT systems, doing the maintenance for IT
devices and procuring IT devices. In particular, we contribute to synergy generation and cost saving
for affiliates by enabling efficient personnel management in each of them.To this end, we take part
in operating affiliates'work system, utilizing our specialist workforce.

Winning the Grand Prize in Finance-Linked Service Category at the 2014 Smart
App Award

BNK System developed a regional bank’s first emotion-based channel or SNS in the name of ‘BNK
Friends Talk’held by Busan Bank. The excellence of the creative design and the user-oriented con-
tent configuration were highly recognized and won the Grand Prize in Finance-Linked Service
Category at the 2014 Smart App Award’ organized by Korea Internet Professionals Association. The
technological excellence was reaffirmed following the top excellence prize.

Social Value Creation
Seeking for Win-Win Growth with Regional Companies

We induce regional companies to take part in Sl projects of affiliates and conduct projects based on
mutual cooperation including the integrated group ware of Kyongnam Bank, new Internet banking
system of Busan Bank, foreign exchange document management system, comprehensive asset
management system, the ALM system of BNK Capital and the network separation for the IT system
of BNK Savings Bank. This enables win-win growth these companies.

Managing the Master Plan to Develop Talents

We set a guideline to develop IT specialists in each sector based on the career path management
roadmap categorized for 11 employment groups and established ranks in the job groups. Custom-
ized training is offered to enhance employees’ capabilities and continuously develop talents that
befit the corporate directions for further development.

Practicing Happiness Finance through Social Contribution Activities

We regularly clean up the environment in public places including citizen parks and hot springs
based on employees' voluntary engagement. Moreover, we practice happiness finance for the in-
formation have-nots through the IT device check and free repair services for computers installed in
social welfare centers and childcare centers in Busan and the Gyeongnam region as a means of IT
charity service on their sites.

Volunteering through Experiences with Children at a Local Orphanage

BNK System Volunteering Group went to a theme park with children at Saebit Christian Orphanage
in the family month of May. The volunteers paired with the children on a one-on-one basis to ex-
plore the theme park, touring in various facilities and having a great time with them. For new hires,
apart from the pleasure of being newly employed, it was a special opportunity to experience a
rewarding sentiment from the social contribution activity. BNK System Volunteering Group will en-
sure that the company grows closer to local residents through various social contribution activities
to act out 'Happiness with You'through sharing-oriented management.
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Management’s Discussion and Analysis

1. Overview

In 2013, BNK Financial Group announced the new management philosophy, “Advance to the World with the Community, and to the Future with Cli-
ents”. Also based on its corporate vision to become 'Korea's Representative Regional Financial Group'by 2015 and ‘Global Regional Financial Group'by
2020, the Group solidifies its position with outstanding financial services

Since we were selected as the preferred bidder on the sell-off of Kyongnam Bank as on December 31, 2013 at the end of the year, in particular, we took
our successful first step to secure specialized competitiveness as a regional financial group by making win-win growth with the regions as the balance
payment and stock incorporation at Korea Deposit Insurance Corporation were completed on October 10, 2014.

Total assets of the group in 2014 (based on the combination of separated financial statements and including trust accounts) stood at KRW 93.3225
trillion. As a result of incorporating Kyongnam Bank as an affiliate, the bank’s growth in loans and the asset growth of non-banking affiliates like BNK
Capital, the total assets increased by 82.5% year-on-year. Net income based on the group’s consolidated ones reached KRW 809.8 billion, up KRW 505.3
billion from the previous year.

Busan Bank’s net income reached KRW 355.2 billion, up from KRW 36.6 billion from the previous year. BNK Securities' net income, meanwhile, rose to
KRW 5.7 billion, up KRW 5.4 billion year-on-year, while that of BNK Capital hit KRW 36.3 billion, up from KRW 7.8 billion from the previous year. BNK
Savings Bank’s reached the net income of KRW 10.5 billion by turning in the black year-on-year. Kyongnam incorporated as an affiliate realized the net
income of KRW 8.7 billion in the fourth quarter.

Our BIS ratio, a standard of capital adequacy, recorded 11.91%, ROA and ROE were 1.47% and 20.5% respectively, and NPL ratio and delinquency record-
ed 1.42% and 0.83%, which indicates that major business indexes are stably maintained among other holding companies in Korea.

Since complacency about the status quo could lead to the confrontation of survival issues in the rapidly changing management environment, we set
our management principle for the group as ‘Great Innovation 2015: Establishing a Forward-looking Management System!This implies that we are to in-
herit and develop the successful ways of the past, thus maximizing key competitiveness and profitability, and to establish BNK's own sustainable future
growth system based on endless changes and innovation. Based on the management motto to make a bigger jump, that is, ‘To the world with the re-
gion and to a better future with the customers, we will make continued advances so that we can stand alone as a successful holdings company model
that began from regions and grew to become a world-class financial company.

Major Financial Performance and Management Indicators (Unit:: %, %p)
Major Indicators 2014(A) 2013 (B) Change (C=A-B)

Profitability ROA 147 067 0.80
ROE 2050 9.01 1149
Asset Soundness NPL ratio 142 13 0.12
Delinquency ratio 0.83 0.77 0.06
Coverage ratio 111.08 120.90 (9.82)
Capital Adequacy BIS Ratio 11.91 13.85 (1.94)
Tier | Ratio 8.17 9.75 (1.58)
Core Capital Ratio 6.50 746 (0.96)

Status of Asset Quality (Unit: : KRW billio, %, %p)
Classification 2014(A) 2013 (B) Change (C=A-B)
Total loans 652,742 344,385 308,357
NPLs 9,255 4,477 4,778
NPL ratio 142 130 0.12
Coverage Ratio 111.08 120.90 (9.82)
Delinquent loans 5316 2,601 2,715

Delinquency rate 083 077 0.06
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2. Financial Status and Operational Performance

(1) Financial Status (Unit: KRW billion, %)
Classification 2014 (A) 2013 (B) Change (C=A-B) Ratio of Change (D=C/B)
. Cash and due from banks 32,063 18,609 13,454 7230

II. Investment financial assets 122,264 78,338 43,926 56.07

lIl. Loans and receivables 665,559 362,002 303,557 83.86

IV. Derivative assets 3,385 1,200 2,185 182.08

V. Tangible assets 7934 5,087 2,847 5597
VI. Intangible assets 4,122 1,349 2,773 205.56
VII. Investment of property 1,335 879 456 51.88
VIII. Non-current assets held for sale - 107 (107) (100.00)

IX. Other assets 3,839 1,598 2,241 140.24
Total assets 840,501 469,169 371,332 79.15
|. Deposits 599,065 310,589 288,476 92.88

II. Borrowings 66,643 43911 22,732 51.77

Ill. Debentures 72,995 47,402 25,593 53.99

IV. Derivative liabilities 2,906 902 2,004 22217

V. Retirement benefit obligation 604 124 480 387.10
VI. Provisions 1,957 329 1,628 494.83
VII. Current income tax liabilities 528 204 324 158.82
VIII. Deferred income tax liabilities 483 772 (289) (37.44)

IX. Other liabilities 40,680 28927 11,753 40.63
Total liabilities 785,861 433,160 352,701 8143
1.Equity attributable to the owners of controlling equity 47,657 35,010 12,647 36.12

1. Capital stock 11,719 9,669 2,050 21.20

2. Other paid-in capital 3,537 470 3,067 652.55

3. Retained earnings 234 260 (26) (10.00)

4. Retained earnings 32,167 24,611 7,556 30.70

1. Non-controlling equity 6,983 999 5,984 599.00
Total equity 54,640 36,009 18,631 51.74
Total liabilities and equity 840,501 469,169 371,332 79.15

BIS Capital Ratio

BIS capital adequacy ratio is used as an index for determining the appropriate level of capital buffer for the risk-weighted assets shown in consolidated
results. The higher the capital adequacy ratio is, the higher it is evaluated as having good financial soundness.

The group adopted the capital regulation of Basel lll in December 2013, and manages the ratios for equity capital and risk-weighted assets. As of 2014-
end, the BIS capital ratio stood at 11.91% along with the Tier | ratio of 8.17%, showing a slight drop year-on-year. This is attributable to the high growth
ratio of risk-weighted assets against the BIS capital increase following the affiliate incorporation. In 2015, we will do the utmost to enhance capital ade-
quacy based on profit-oriented business activities by creating synergies through the incorporation of Kyongnam Bank as an affiliate.

(Unit : KRW billion, %, %p)

Classification 2014 (A) 2013 (B) Change (C=A-B)
Equity capital 73,375 46,849 26,526
Core capital 50,332 32,993 17,339
Core Tier | capital 47,360 31,993 15,367
Risk-weighted Asset 616,141 338,229 227,912
BIS ratio 11.91 13.85 (1.94)
Tier | 8.17 9.75 (1.58)
CET1 ratio 7.69 9.46 (1.77)

(2) Operational Performance (Unit : KRW billion, %)

Classification 2014 (A) 2013 (B) Change (C=A-B) Ratio of Change (D=C/B)

I. Net interest income 14,272 11,544 2,728 2363

Il. Net commission income 1,142 851 291 3420

I1l. Net income of investment financial assets 471 362 109 30.11

IV. Provision for credit loss (2,664) (2,323) (341) 14.68

V. Other operating expenses, net (3,810) (6,307) 2,497 (39.59)

VI. Operating income 9411 4,127 5,284 128.03

VII. Non-operating income, net (221) (99) (122) 123.23

VIIl. Income before income tax expense 9,191 4,028 5163 128.18

IX. Income tax expense (994) (973) (P4 216

X. Net income 8,197 3,055 5,142 16831
1. Net income attributable to owners of the company 8,098 3,045 5,053 165.94
2. Net income attributable to non-controlling interests 99 10 89 890.00

XI. Other comprehensive income (loss), net of tax (37) 35 (2) 5.71

XII. Total comprehensive income 8,160 3,020 5,140 170.20
1. Total comprehensive income attributable to owners of the company 8,072 3,010 5,062 168.17
2. Total comprehensive income attributable to non-controlling interests 88 10 78 780.00

Xlll.Earnings per share(KRW) 3,809 1,576 2,233 141.69

The NIM continued to drop in the challenging financial environment amid the global economic downturn and the prolonged uncertainties in the
financial market, and the domestic economic circumstances with low interest rates and low growth. However, the group's interest income rose KRW
2728 billion year-on-year by incorporating Kyongnam Bank as an affiliate while expanding interest income assets due to higher loans to high-yield
SMEs driven by preemptive risk management.

The non-interest income hinted at a slight drop due to several factors: reduction in securities-related income resulting from lower interest rate and
shrinkage in stock price volatility; reduction in yield in fees by scaling up the support for the socially underprivileged as well as protecting financial con-
sumers; and increases in bad debt expenses due to economic uncertainties. However, the group’s total non-interest income increased KRW 4334 billion
from the previous year due to the gain from bargain purchase of KRW 447.9 billion, a temporary income recognized in incorporating Kyongnam Bank
as an affiliate.

The Selling, General & Administrative Expense (SG&A) went up KRW 177.7 billion from the previous year due to seasonal increases including the back
pay for the pay increase, quasi retirement pay, profit sharing system and severance and retirement benefits, and the incorporation of Kyongnam Bank as
an affiliate.

The net income of the group stood at KRW 809.8 billion, up KRW 505.3 billion year-on-year due to the gain from bargain purchase following the incor-
poration of Kyongnam Bank as an affiliate as well as improved performance of major affiliates.
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BNK Financial Group _ Audit Report of Independent
Auditors

To the Shareholders and the Board of Directorsof BNK Financial Group Inc.:

We audited the consolidated financial statements of BS Financial Group Inc. and its affiliates attached hereunder. The consolidated financial
statements consist of consolidated statements offinancial position, and the related consolidated statements of comprehensive income,
consolidated statements of changes in shareholders'equity and consolidated statements of cash flows as of as of December 31, 2014 and
2013, respectively. They also include the companies'significant accounting policy summaries and other explanations.

Accountability of the Top Management on the Consolidated Financial Statements

The top management is eligible to write these consolidated financial statements and indicate them fairly according to the Korean Interna-
tional Financial Reporting Standards (“K-IFRS”). It is also accountable for internal control necessary to write the consolidated financial state-
ments with no critical misstatements resulting from irregularities or errors.

Accountability of Auditors

Our accountability is to express our opinions on the consolidated financial statements based on our audit. We conducted our audit in con-
formity with K-IFRS, which is a standard that requires us to comply with ethical requirements and to gain rational confidence on possible
presence of distorted indications of criticality on the consolidated financial statements.

The audit includes the implementation of a procedure to collect evidence for auditing on the amounts and disclosure of the consolidated
financial statements. The procedure might vary depending on the judgments of auditors including assessment on distorted indication
risks of criticality in the consolidated financial statements resulting from irregularities or errors. We consider internal control on the corpo-
rate writing on the consolidated financial statements and fair indication to design an adequate auditing procedure to assess such risks.
However, this is not to indicate opinions on the effectiveness of internal control. Our audit includes not only the assessment over overall
indication in the consolidated financial statements but also the adequacy of the accounting policy adopted by the top management and
rationality of accounting estimates devised by the top management.

We believe that the auditing evidence we collected is sufficient and adequate as grounds for auditing opinions.

Auditors’ Opinions

In our opinions, the companies’ consolidated financial statements fairly indicate financial performance and cash flows in the criticality
aspect of K-IFRS during both of the reporting periods ending on December 31, 2013 and 2014, respectively as well as the current financial
status for BS Financial Group and its affiliates.

Others
The consolidated financial statements of the reporting period that ends on December 31, 2013 for BS Financial Group and its affiliates
were audited in conformity with K-IFRS.

March 18,2015

10 Gukjegeumyung-roYeongdeungpo-gu, Seoul
Anjin Deloitte LLC

CEO Jong Ho Ham

R o5 2400

This report is effective as of the auditors'report date (March 18, 2015). Certain subsequent events or circumstances that could significantly affect the ac-
companying consolidated financial statements mayhave occurred between the auditors'report date and the time the auditors'report is read. This may
result in modifications to theauditors'report.

BNK Financial Group _ Consolidated Statements of

Financial Position
e —

BNK FINANCIAL GROUP INC. AND ITS SUBSIDIARIES (Unit : KRW)
Description December 31,2014 December 31,2013 December 31,2012
ASSETS
I. CASH AND DUE FROM BANKS 3,206,316,978,580 1,860,886,039,971 2,143,271973,711
II. INVESTMENT FINANCIAL ASSETS 12,226,359,372,039 7,833,791,139,549 7,999,763,683,467
1. Financial assets at fair value through profit or Loss (FVTPL) 885,064,112,441 666,354,861,001 808,416,922,350
2. Available-for-sale (AFS) financial assets 4,997,538,279,653 2,794,062,773,184 2,732,854,784,164
3. Held-to-maturity (HTM) financial assets 6,343,756,979,945 4,373,373,505,364 4,458,491,976,953
lIl. LOANS AND RECEIVABLES 66,555,893,244,087 36,200,193,891,753 32,201,826,417,135

1. Loans, net of allowance for loan losses

63,488,027,161,490

33,803,279,501,972

30,119,557,862,339

2. Receivables, net of allowance for loan losses 3,067,866,082,597 2,396,914,389,781 2,082,268,554,796
|V. DERIVATIVE ASSETS 338,510,567,656 120,020911,144 101,449,091,701
V. TANGIBLE ASSETS 793,389,725,103 508,722,105,985 416,435,557,727
VI. INTANGIBLE ASSETS 412,219415,666 134,892,639,539 122,054,869,082
VII. INVESTMENT OF PROPERTY 133,508,413,565 87,890,074,218 75,235,207,341
VIIIl. NON-CURRENT ASSETS HELD FOR SALE - 10,658,898,025 10,658,898,025
IX. OTHER ASSETS 383,866,210,004 159,835,110,840 92,560,194,078
TOTAL ASSETS 84,050,063,926,700 46,916,890,811,024 43,163,255,892,267
LIABILITIES
. DEPOSITS 59,906,495,454,005 31,058,903,803,104 28,602,191,843,523
Il. BORROWINGS 6,664,307,425428 4,391,127,175,771 4/428,156,539,259
Ill. DEBENTURES 7,299,509,154,641 4,740,193,120,195 4,128,490,838,398
IV. DERIVATIVE LIABILITIES 290,544,299,745 90,218,613,268 73,310,282,308
V. RETIREMENT BENEFIT OBLIGATION 60,430,473,197 12,388,251,389 1,715337,415
VI. PROVISIONS 195,701,320,579 32,946,492,830 28,899,970,847
VII. CURRENT INCOME TAX LIABILITIES 52,846,362,565 20,433,956,378 37,864,295,761
VIII. DEFERRED INCOME TAX LIABILITIES 48,337,434,682 77,206,704,645 53,398,467,646
IX. OTHER LIABILITIES 4,067,948,107,598 2,892,607,827,387 2,547,669,906,897
TOTAL LIABILITIES 78,586,120,032,440 43,316,025,944,967 39,901,697,482,054
SHAREHOLDERS' EQUITY
ICESEITE(OT\UI\T‘GBEQTJ?TLYE USUEECTINESE? 4,765,683,316,153 3,501,013,866,057 3,261,558410,213

1. Capital stock 1,171,899,495,000 966,899,495,000 966,899,495,000

2. Other paid-in capital 353,678,831,743 47,023,304,997 44,751,592,737

3. Other components of equity

23,363,971,072

25972578211

29,486,797,712

4. Retained earnings

3,216,741,018,338

2/461,118,487,849

2,220,420,524,764

1. NON-CONTROLLING EQUITY 698,260,578,107 99,851,000,000 -
TOTAL EQUITY 5,463,943,894,260 3,600,864,866,057 3,261,558410,213
TOTAL LIABILITIES AND EQUITY 84,050,063,926,700 46,916,890,811,024 43,163,255,892,267




80

BNK Financial Group Sustainability Report 2014

BNK Financial Group _ Consolidated Statements of

Comprehensive Income
e {

BNK FINANCIAL GROUP INC. AND ITS SUBSIDIARIES

Description

December 31,2014

December 31,2013

(Unit: KRW)

December 31,2012

I. NET INTEREST INCOME

1427,234921,418

1,154,457,909,029

1,143,160,827,804

1. Interest revenues

2,495,772,998,558

2,117,574,023,749

2,165,443,479,818

2. Interest expenses

(1,068,538,077,140)

(963,116,114,720)

(1,022,282,652,014)

II. NET COMMISSION INCOME

114,208,590,167

85,126,538,438

109,063,428,762

1. Commission revenues

203,013,988,292

150,831,028,995

168,796,114,653

2. Commission expenses

(88,805,398,125)

(65,704,490,557)

(59,732,685,891)

IIl.NET INCOME OF INVESTMENT FINANCIAL ASSETS

47,083,425,865

36,200,875,952

41,091,281,616

1. Net income of financial assets at FVTPL

13,731,467,299

8,775,341,790

5661,130,450

2. Net income of AFS financial assets

33,351,958,566

27/425534,162

35430,151,166

IV. PROVISION FOR CREDIT LOSS

(266,360,634,030)

(232,305,332,320)

(200,607,893,173)

V. OTHER OPERATING EXPENSES, NET

(381,026,074,904)

(630,741,709,062)

(599,094,174,110)

1. Net loss from foreign exchange trading 29,301,463,894 (107,228,766,337) (100,229,636,411)
2. Net income from derivatives 7,975,470,594 141,695,753,156 137,616,890,605
3. General and administrative expenses (751,503,545,769) (573,767,553,444) (568,891,095,138)
4. Other operating revenues 542,240,362,274 45,925,758,102 24,569,600,906
5. Other operating expenses (209,039,825,897) (137,366,900,539) (92,159,934,072

VI. OPERATING INCOME

941,140,228,516

412,738,282,037

493,613,470,899

VII. NON-OPERATING INCOME, NET (22,076,541,235) (9,879,814,495) (8,760,648,667
1. NON-OPERATING REVENUES 13,728,941,831 12,011,576,536 8,730,382,197

2. NON-OPERATING EXPENSES (35,805,483,066) (21,891,391,031) (17,491,030,864)
VIII. INCOME BEFORE INCOME TAX EXPENSE 919,063,687,281 402,858,467,542 484,852,822,232
IX. INCOME TAX EXPENSE (99,395,490,266) (97,336,386,701) (118,979,306,238)
X. NET INCOME 819,668,197,015 305,522,080,841 365,873,515,994
1. Net income attributable to owners of the company 809,768,902,209 304,513,329,755 365,873,515,994

2. Net income attributable to non-controlling interests 9,899,294,806 1,008,751,086 -

XI. OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX (3,684,060,738) (3,514,219,501) 5948,119,314
1. Items that are not subsequently reclassified to profit or loss: (28,012,783,828) (8,406,679,035) (4,289,640,838)

1) Remeasurement elements of defined benefit plan (28,012,783,828) (8,406,679,035) (4,289,640,838)

2. Items that are subsequently reclassified to profit or loss 24,328,723,090 4,892,459,534 10,237,760,152

1) Gain (loss) on fair value of AFS financial assets 23,273,333,912 5,240,583,868 10,325,886,920

2) Gain on valuation of cash flow hedge 42,807,181 - 10,325,886,920

3) Gain(loss) on overseas operations translation 1,012,581,997 (348,124,334) (88,126,768)

XIl. TOTAL COMPREHENSIVE INCOME

815,984,136,277

302,007,861,340

371,821,635,308

1. Total comprehensive income attributable to owners of the company

807,160,295,070

300,999,110,254

371,821,635,308

2. Total comprehensive income attributable to non-controlling interests 8,823,841,207 1,008,751,086 -
Xlll. EARNINGS PER SHARE
1.Basic and diluted net earnings per share (in currency units) 3,809 1,576 1,893

BNK Financial Group _ Consolidated Statements of
Changes in Shareholders’ Equity

BNK FINANCIAL GROUP INC. AND ITS SUBSIDIARIES

(Unit: KRW)
Description Capital stock Other paid-in  Other compo- Retained Controlling  Non-Controlling Total
capital nents of equity earnings interests interests
Balance at January 1,2012 966,899,495,000  44,751,592,737 35,982,380,854 1,907,313,859,709 2,954,947,328,300 - 2,954,947,328,300
Effect of an accounting change - - (12,443,702,456) 18,341,064,761 5,897,362,305 - 5,897,362,305
Equity after prior-period adjustments 966,899,495,000  44,751,592,737 23,538,678,398 1,925,654,924,470 2,960,844,690,605 - 2,960,844,690,605
Annual dividends - - (67,631,256,000) (67,631,256,000) - (67,631,256,000)
Total comprehensive income :
Net income - - - 365873515994  365,873,515994 - 36587351599
Other comprehensive loss:
Remeasurement elements defined benefit plans - - (4,289,640,838) - (4,289,640,838) - (4,289,640,838)
Evaluation of AFS financial assets - - 10,325,886,920 - 10,325,886,920 - 10,325,886,920
Loss on overseas operations translation - - (88,126,768) - (88,126,768) - (88,126,768)
Changes in investment in consolidated subsidiaries - - - (3/476,659,700)  (3,476,659,700) - (3,476,659,700)
Balance at December 31, 2012 966,899,495,000  44,751,592,737  29/486,797,712 2,220,420,524,764 3,261,558410,213 - 3,261,558410,213
Balance at January 1, 2013 966,899,495,000  44,751,592,737  29/486,797,712 2,220,420,524,764 3,261,558410,213 - 3,261,558410,213
Annual dividends - - - (63,815366,670) (63,815,366,670) - (63,815,366,670)
Disposal of treasury stock - 2,271,712,260 - - 2,271,712,260 - 2,271,712,260
Issuing hybrid bonds - - - - - 99:851,000,000  99,851,000,000
Dividends for hybrid bonds - - - - - (1,008,751,086)  (1,008,751,086)
Total Comprehensive income:
Net income - - - 304513329755 304,513,329,755 1,008,751,086  305,522,080,841
Other comprehensive income (loss):
Remeasurement elements defined benefit plans - - (8/406,679,035) - (8406,679,035) - (8406,679,035)
Evaluation of AFS financial assets - - 5,240,583,868 - 5,240,583,868 - 5,240,583,868
Loss on overseas operations translation - - (348,124,334) - (348,124,334) - (348,124,334)
Balance at December 31,2013 966,899,495,000  47,023,304997 25972578211 2,461,118,487,849 3,501,013,866,057  99,851,000,000 3,600,864,866,057
Balance at January 1, 2014 966,899,495,000  47,023,304997 25972578211 2,461,118,487,849 3,501,013,866,057  99,851,000,000 3,600,864,866,057
Annual dividends - - - (54,146,371,720)  (54,146,371,720) - (54,146,371,720)
Paid-in capital increase 205,000,000,000 306,655,526,746 - - 511,655,526,746 - 511,655,526,746

Dividends for hybrid bonds - - - - - (8,285,162,500)  (8,285,162,500)
Changes due to business combination - - - - - 597,870,899,400 597,870,899,400
Total Comprehensive income:
Net income - - - 809,768,902,209 809,768,902,209 9,899,294,806 819,668,197,015
Other comprehensive income (loss):
Remeasurement elements defined benefit plans - - (26,082,653,478) - (26,082,653,478)  (1,930,130,350) (28,012,783,828)
Evaluation of AFS financial assets - - 22,437,076,471 - 22437,076,471 836,257,441 23,273,333912
Loss on overseas operations translation - - 1,012,581,997 - 1,012,581,997 - 1,012,581,997
Gain on valuation of cash flow hedge - - 24,387,871 - 24,387,871 18,419,310 42,807,181
Balance at December 31, 2014 1,171,899,495,000 353,678,831,743 23363971072 3,216,741,018,338 4,765683,316,153  698,260,578,107 5,463,943,894,260
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BNK Financial Group _ Consolidated Statements of
Cash Flows

BNK FINANCIAL GROUP INC. AND ITS SUBSIDIARIES

Description

December 31,2014

December 31,2013

(Unit: KRW)

December 31,2012

3. Changes in working capital

(1,462,118,193,276)

(1,394,602,240,992)

(1,448,361,128,724)

Net decrease (increase) due from banks

(1,334,936,106,628)

10,917,239,252

223,105,911,466

Net decrease (increase) in financial assets at FVTPL 319,508,966,203 142,750,356,836 (212,588,518,380)
Net increase in loans (3,378,536,171,168) (3,899,602,580,750) (3,840,315,715,948)
Net increase in accrued income (196,732,982,540) (90,403,432,329) (162,492,144,876)
Net decrease (increase) in prepaid expenses (8,969,829,719) 2,039,129,275 (432,306,310)
Net increase (decrease) in guarantee deposits 40,076,721 (6,840,452,074) (12,973,651,903)
Net decrease (increase) in derivative assets (184,208,659,417) (3,143,010,018) 62,733,970,666

Net increase in other assets

(256,928,992,874)

(95,981,019,639)

(47,917,067,926)

Net increase in deposits

3,717,517,013,206

2,456,711,959,581

2,547,601,952,033

BNK FINANCIAL GROUP INC. AND ITS SUBSIDIARIES (Unit : KRW)
Description December 31,2014 December 31,2013 December 31,2012
|. CASH FLOWS FROM OPERATING ACTIVITIES (130,549,477,590) (794,301,715,851) (931,685,189,000)
1. Net income 819,668,197,015 305,522,080,841 365,873,515,994
2. Adjustments to reconcile net income to net cash used in operating activities (1,404,517,827,818) (834,312,605,365) (965,205,569,145)
Loss on valuation of financial assets at FVTPL 1,116,548,493 1,269,914,625 3,001,196,003
Impairment loss on AFS financial assets 10,621,041,112 18,343,584,174 10,259,669,444
Loss on disposal of AFS financial assets 373,211,562 2,481,954,537 154,835,723
Provision of allowance for loan losses 259,440,856,229 223,285,561,417 169,854,498,639
Provision for severance benefits 29,870,945,933 22,643,431,854 20,576,569,742
Depreciation 42,569,267,399 13,653,846,533 49,440,657,962
Amortization 33,893,460,179 23,465,924,584 23,028,733,744
Loss on valuation of derivatives, net 239,478,502,601 70,484,506,404 71,763,423,338
Loss on valuation of fair value hedged items, net 131,584,671 86,127,201 81,899,675
Loss on foreign currency translation, net 242918,272,515 35,432,968,660 97,158,447,021
Loss on disposal of tangible assets 1,077,479,701 49,788,834 73,863,841
Loss on disposal of intangible assets 18,805,080 4,500,130 -
Loss on property for business purpose abandoned 15,531,978 15,203,482 -
Impairment loss of intangible assets 3,809,607,471 2,742,381,731 1,333,771,890
Loss on disposal of non-current assets held for sale 1,282,563,025 - -
Provision of allowance for losses on acceptance and guarantees, net 10,114,968,127 - 758,926,039
Provision of allowance for losses on unused credit limits, net 3,538,869 - 1,415,056,129
Provision of allowance for losses on financial guarantees 78,643,394 - 156,049,516
Provision of allowance for others, net 22,819,970,646 8,674,065,894 393,934,924

Addition of other expenses of non-cash transactions

51,476,132,983

30,214,615,232

1,709,989,712

Income tax expense

99,395,490,266

97,336,386,701

118,979,306,238

Interest expense

1,068,538,077,140

963,116,114,720

1,022,282,652,014

Gain on valuation of financial assets at FVTPL

(195,345,821)

(1,958,210,112)

(6,396,663,021)

Net decrease in accrued expenses (294,859,403,346) (139,680,273) (10,550,990,708)
Net increase (decrease) in unearned revenues (206,652,514) (11,608,033,488) 4,042,903,103
Net increase in other liabilities 8,533,279,122 90,735,334,762 41,144,872,286
Net decrease in taxes withheld (105,761,760) (1,527,179,814) (1,589,618,164)
Net increase in derivative liabilities 185,590,103,409 32,337,140,385 5,589,818,253
Net decrease of allowance for losses on acceptance
and guarantees (3.093489816) ) )
Net decrease of allowance for others (4,103,165,753) - -
Net increase (decrease) of allowance for losses on
R 3,192,924,216 (470,815,783) 34,769,987
Net decrease in defined benefit obligation (16,419,913,185) (7,490,749,681) (8,925,701,965)
Net increase in plan assets (17,399,427,433) (12,886,447,234) (34,829,610,338)
4. Cash received from (paid to) operating activities 2,674,949,532,487 2,178,782,603,047 2,259,427,875,659
Interest revenue received 2,652,632,764,159 2,158,017,788,555 2,240,395,540,000
Dividend revenue received 22,316,768,328 20,764,814,492 19,032,335,659

Gain on available-for-sale financial assets

(2471,820,889)

Gain on disposal of AFS financial assets

(19,909,251,678)

(27,499,302,381)

(26,812,516,674)

Gain on valuation of derivatives, net

(255,196,141,630)

(101,342,125,254)

(101,978,366,325)

Gain on foreign currency translation, net (245,723,000,601) (5,437,231,362) (112,518,649,002)
Gain on bonds payables in foreign currencies - (68,138,598,176) (110,346,853,540)
Gain on disposal of tangible assets (421,936,944) (227,061,639) (500,978,301)
Gain on disposal of non-current assets held for sale (2,443,537,224) - -
Reversal of allowance for losses on acceptances and guarantees - (1,473,588,770) -
Reversal of allowance for losses on unused credit limits (3,311,570,604) (1,153,127,036) -
Reversal of allowance for others (9,610,494,689) (276,409,463) (4,639,702,295)
Reversal of allowance for losses on financial guarantees - (238,536,760) -

Deduction of other revenues of non-cash transactions

(18,268,402,663)

(1,530,452,884)

(1,015,224,406)

Interest income

(2,495,772,998,558)

(2,117,574,023,749)

(2,165,443,479,818)

Dividend income

(22,316,768,328)

(20,764,814,492)

(19,032,335,659)

Profit from bargain purchase

(447,921,057,563)

5. Net cash used in operating activities

(758,531,185,998)

(1,049,691,553,382)

(1,143,419,882,784)

Interest expense paid

(721,926,116,916)

(957,258,294,056)

(1,009,019,246,374)

Income tax paid

(36,605,069,082)

(92,433,259,326)

(134,400,636,410)

II. CASH FLOWS FROM INVESTING ACTIVITIES (Note 38)

(1,237,468,526,924)

(375,207,771,320)

675,444,685,687

1. Cash provided by investing activities

4,193,303,144,311

3,634,144,231,470

4,155,945,130,016

2. Cash used in investing activities

(5430,771,671,235)

(4,009,352,002,790)

(3,480,500,444,329)

I1Il. CASH FLOWS FROM FINANCING ACTIVITIES (Note 38)

1,366,428,864,949

930,576,943,168

(120,776,469,044)

1. Cash provided by financing activities

2,909,958,850,779

2,332,778,992,138

2,976,135,588,126

2. Cash used in financing activities

(1,543,529,985,830)

(1,402,202,048,970)

(3,096,912,057,170)

IV. NET DECREASE IN CASH AND CASH EQUIVALENTS(I+II+1l)

(1,589,139,565)

(238,932,544,003)

(377,016972,357)

V. CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

767,118,225,881

1,038,586,920,369

1,403,445,799,616

VI. EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS

12,083,971,546

(32,536,150,485)

12,158,093,110

VII. CASH AND CASH EQUIVALENTS, END OF YEAR (Note 38)

777,613,057,862

767,118,225,881

1,038,586,920,369
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Busan Bank Consolidated Statements of

Financial Position
e —

BUSAN BANK AND ITS SUBSIDIARIES (Unit: KRW)
Description December 31,2014 December 31,2013 December 31, 2012(*)
ASSETS

I. CASH AND DUE FROM BANKS

2,176,559,855,531

1,741,082,352,535

1,995,772,320,821

II. INVESTMENT FINANCIAL ASSETS

7,495,324,441,096

7/431,584,899,460

7/425,126,288,720

1. Financial assets at fair value through profit or Loss (FVTPL) 308,898,302,665 285,471,517,145 262,328,790,279
2. Available-for-sale (AFS) financial assets 2,908,812,798,173 2,776,789,934,523 2,708,465,982,083
3. Held-to-maturity (HTM) financial assets 4,277,613,340,258 4,369,323,447,792 4/454,331,516,358

IIl. LOANS AND RECEIVABLES 35,733,862,440,087 32,935,266,211,178 30,047,196,336,243
1. Loans, net of allowance for loan losses 33,432,816,174,030 30,614,590,759,684 28,032,588,731,242
2. Receivables, net of allowance for loan losses 2,301,046,266,057 2,320,675,451,494 2,014,607,605,001

IV. DERIVATIVE ASSETS 261,518,859,534 119,726,181,144 101,449,091,701
V. TANGIBLE ASSETS 551,904,244,496 497,576,434,719 403,792,387,415
VI. INTANGIBLE ASSETS 82,232,632,382 78,209,017,007 62,776,863,643
VII. INVESTMENT OF PROPERTY 90,007,730913 59,426,403,528 46,196,443,891
VIIIl. NET DEFINED BENEFIT ASSETS - - 1,897,128,683
IX. NON-CURRENT ASSETS HELD FOR SALE - 10,658,898,025 10,658,898,025
X. OTHER ASSETS 7,202,432,715 8,493,476,002 11,962,204,165
TOTAL ASSETS 46,398,612,636,754 42,882,023,873,598 40,106,827,963,307
LIABILITIES

. DEPOSITS 34,144,016,873,594 30,573,634,638,817 28,100,462,881,776
Il. BORROWINGS 3,477,938,159,902 3,877,554,188,737 3,745,990,966,621
IIl. DEBENTURES 2,159,219,224,613 2,144,118,523,859 2,731,353,856,827
|V. DERIVATIVE LIABILITIES 254,438,657,622 89,976,153,268 73,310,282,308
V. RETIREMENT BENEFIT OBLIGATION 31,633,764,923 9,362,046,198 -
V1. PROVISIONS 43,234,677,222 32,556,234,921 28,575,130,254
VII. CURRENT INCOME TAX LIABILITIES 43,613,601,375 20,162,383,540 37,009,886,879
VIII. DEFERRED INCOME TAX LIABILITIES 55,853,432,782 60,984,621,696 42,332,169,938
IX. OTHER LIABILITIES 2,759,797,783,611 2,594,494,414,659 2,342,045,556,079

TOTAL LIABILITIES

42,969,746,175,644

39,402,843,205,695

37,101,080,730,682

SHAREHOLDERS' EQUITY

1. EQUITY ATTRIBUTABLE TO THE OWNERS OF CONTROLLING
EQUITY

3/428,866,461,110

3,479,180,667,903

3,005,747,232,625

1. Capital stock

948,418,250,000

948,418,250,000

933,418,250,000

2.Hybrid securities

99,851,000,000

99,851,000,000

3. Capital surplus

134,924,946,000

134,924,946,000

4. Other components of equity

20,400,069,761

20,305,251,976

22,261472,712

5. Retained earnings

Provided reserve for bad debts at December 31, 2014

Accumulated reserves : 118,899,000,000

Amount expected for provision of allowance :
22,529,000,000

Provided reserve for bad debts at December 31, 2013

Accumulated reserves : 127,030,000,000

Amount expected for provision of allowance :
(-)8,131,000,000&

Provided reserve for bad debts at December 31,2012

Accumulated reserves : ¥101,974,000,000

Amount expected for provision of allowance :
25,056,000,000&

2,225,272,195,349

2,275,681,219,927

2,050,067,509,913

II. NON-CONTROLLING EQUITY

TOTAL EQUITY

3,428,866,461,110

3,479,180,667,903

3,005,747,232,625

TOTAL LIABILITIES AND EQUITY

46,398,612,636,754

42,882,023,873,598

40,106,827,963,307

(*) Drawn up retroactively to the enacted and amended the K-IFRS (Korean International Financial Reporting Standards) applied starting from January 1, 2013.

Busan Bank Consolidated Statements of

Comprehensive Income
e i,

BUSAN BANK AND ITS SUBSIDIARIES (Unit : KRW)

Description December 31,2014 December 31,2013 December 31,2012(¥)

|. NET INTEREST INCOME 1,087,324,511,877 1,001,911,025,525 1,027,160,964,037
1. Interest revenues 1,865,765,586,570 1,842,857,579,178 1,954,287,531,925
2. Interest expenses (778,441,074,693) (840,946,553,653) (927,126,567,888)

Il. NET COMMISSION INCOME 81,247,300,270 65,216,970,442 80,064,892,567
1. Commission revenues 143,096,062,963 122,114,631,605 129,878,751,094
2. Commission expenses (61,848,762,693) (56,897,661,163) (49,813,858,527)

IIl. NET INCOME OF INVESTMENT FINANCIAL ASSETS 35,103,830,886 32,007,436,347 35,091,181,173
1. Net income of financial assets at FVTPL 4,573,496,351 2,770,628,864 323,633,995
2. Net income of AFS financial assets 30,530,334,535 29,236,807,483 34,767,547,178

IV. PROVISION FOR CREDIT LOSS (139,917,915,383) (138,927,886,463) (146,802,587,240)

V. OTHER OPERATING EXPENSES, NET

(606,910,192,399)

(549,070,769,813) (519,665,779,346)

1. Gain(Loss) on foreign Exchange

31,305,675,244

(107,232,538,126) (100,244,312,004)

2. Netincome from derivatives (5,348,040,113) 140,066,253,516 130,638,484,605
3. General and administrative expenses (533,038,260,431) (489,822,333,574) (486,472,232,034)
4. Other operating revenues 25,128,358,229 11,279,198,069 24,262,325,270

5. Other operating expenses

(124,957,925,328)

(103,361,349,698) (87,850,045,183)

VI. OPERATING INCOME

456,847,535,251

411,136,776,038 475,848,671,191

VII. Non-operating income, net

(17,858,166,807)

(5,080,298,628) (10,006,762,729)

1. NON-OPERATING REVENUES

10,605,824,798

11,655,233,787 6,815,641,862

2. NON-OPERATING EXPENSES

(28,463,991,605)

(16,735,532,415) (16,822,404,591)

VIIl. INCOME BEFORE INCOME TAX EXPENSE

438,989,368,444

406,056,477,410 465,841,908,462

IX. INCOME TAX EXPENSE

(83,787,175,172)

(87,437,446,060) (110,189,365,897)

X. NET INCOME

355,202,193,272

318,619,031,350 355,652,542,565

(Net income after provision of reserve for bad debts:
332,673 million in 2014 and

326,750 million in 2013)

330,596 million in 2012)

XI. OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX

94,817,785

(1,956,220,736) 6,120,845,613

[tems that are not subsequently reclassified to profit or loss:

(22,186,114,624)

(7,918,720,336) (3/489,044,294)

1. Remeasurement elements of defined benefit plan

(22,186,114,624)

(7,918,720,336) (3/489,044,294)

Items that are subsequently reclassified to profit or loss

22,280,932,409

5,962,499,600 9,609,889,907

1. Gain (loss) on fair value of AFS financial assets

21,259,889,289

6,310,623,934 9,698,016,675

2. Gain(loss) on overseas operations translation

1,021,043,120

(348,124,334) (88,126,768)

XII. TOTAL COMPREHENSIVE INCOME

355,297,011,057

316,662,810614 361,773,388,178

XIIIl.NET INCOME ATTRIBUTABLE TO :

1. Owners of the company

355,202,193,272

318,619,031,350 355,652,542,565

2. Non-controlling interests

XIV. Total COMPREHENSIVE INCOME ATTRIBUTABLE TO :

1. Owners of the company

355,297,011,057

316,662,810,614 361,773,388,178

2. Non-controlling interests

XV. EARNINGS PER SHARE

1. Basic and diluted net earnings per share (in currency units)

1,843

1,697 1,905

(*) Drawn up retroactively to the enacted and amended the K-IFRS (Korean International Financial Reporting Standards) applied starting from January 1, 2013.
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Busan Bank _ Consolidated Statements of Changes
in Shareholders’ Equity

BUSAN BANK AND ITS SUBSIDIARIES

Description

Capital stock

Hybrid securities Capital surplus

Other compo-
nents of equity

Retained
earnings

Controlling
interests

Non-Controlling
interests

(Unit: KRW)

Total

Balance at January 1, 2012 933,418,250,000 - - 28927,521,389 1,779,218,098203 2,741,563,869,592 - 2,741,563,869,592
Effect of an accounting change - - - (12,786,894,290) 18,684,256,595 5,897,362,305 - 5,897,362,305
Rewritten capital after correction 933,418,250,000 - - 16,140,627,099 1,797,902,354,798 2,747,461,231,897 - 2,747,/461,231,897
Payment of interim dividends - - - - (100,062,436,400) (100,062,436,400) - (100,062,436,400)
Comprehensive income :

Net income - - - - 355652,542,565  355,652,542,565 - 355652,542,565

Other comprehensive income - - - 6,120,845,613 - 6,120,845,613 - 6,120,845,613

Changes in investment in - - - - (3,424,951,050) (3,/424,951,050) - (3/424,951,050)

consolidated subsidiaries
Balance at December 31,2012 933,418,250,000 - - 22,261,472,712 2,050,067,509,913 3,005,747,232,625 - 3,005,747,232,625
Balance at January 1,2013 933,418,250,000 - - 22,261,472,712 2,050,067,509,913 3,005,747,232,625 - 3,005,747,232,625
Payment of interim dividends - - - - (91,996,570,250)  (91,996,570,250) - (91,996,570,250)
Paid-in capital increase 15,000,000,000 - 134,924,946,000 - - 149,924,946,000 - 149,924,946,000
Issuing hybrid bonds - 99,851,000,000 - - - 99,851,000,000 - 99,851,000,000
Dividends for hybrid bonds - - - - (1,008,751,086) (1,008,751,086) - (1,008,751,086)
Comprehensive income :

Net income - - - - 318619,031,350 318,619,031,350 - 318619,031,350

Other comprehensive income - - - (1,956,220,736) - (1,956,220,736) - (1,956,220,736)
Balance at December 31,2013 948418250000  99,851,000,000  134,924,946,000  20,305251,976 2,275681,219,927 3,479,180,667,903 - 3,479,180,667,903
Balance at January 1, 2014 948418250000  99,851,000,000  134,924,946,000  20,305251,976 2,275681,219,927 3,479,180,667,903 - 3,479,180,667,903
Payment of interim dividends - - - - (400,042,817,850) (400,042,817,850) - (400,042,817,850)
Dividends for hybrid bonds - - - - (55684000000  (5,568,400,000) - (5568400,000)
Comprehensive income :

Net income - - - - 355202,193,272  355202,193,272 - 355202,193,272

Other comprehensive income - - - 94,817,785 - 94,817,785 - 94,817,785
Balance at December 31,2014 948418,250,000  99,851,000,000  134,924,946,000  20,400,069,761 2,225,272,195349 3,428866,461,110 - 3,/428866,461,110

Busan Bank Consolidated Statements of Cash Flows

BUSAN BANK AND ITS SUBSIDIARIES (Unit : KRW)

Description December 31,2014 December 31,2013 December 31,2012(*)

|. CASH FLOWS FROM OPERATING ACTIVITIES 482,809,419,320 166,617,704,066 396,757,489,789

1. Net income 355,202,193,272 318,619,031,350 355,652,542,565
2. Adjustments to reconcile net income to net cash (807,162,119,014) (824,677,477,347) (913,969,917,937)

used in operating activities
Loss on valuation of financial assets at FVTPL 270,942,732 281,309,142 2,333,000,868
Impairment loss on AFS financial assets 10,483,981,028 16,553,778,495 10,259,669,444
Loss on disposal of AFS financial assets 362,333,489 2,426,584,204 151,112,849
Provision of allowance for loan losses 143,397,697,778 129,894,454,798 128,120,542,924
Provision for severance benefits 21,751,877,542 19,072,574,142 18,012,199,971
Depreciation 34,464,547 411 11,374,227,736 35,400,828,889
Amortization 23,751,049,563 21,639,032,508 21,409,979,561
Loss on valuation of derivatives, net 223,792,178,041 70,484,506,404 71,763,423,338
Loss on valuation of fair value hedged items, net 131,584,671 86,127,201 81,899,675
Loss on foreign currency translation, net 239,255,622,420 35,372,940,935 96,744,758,925
Loss on disposal of tangible assets 863,321,335 46,721,691 44,844,999
Loss on property for business purpose abandoned 15,531,978 15,203,482 19,789,831
Loss on disposal of non-current assets held for sale 1,282,563,025 - -
Impairment loss of intangible assets 26,666,443 - 187,771,890
Loss on disposal of financial bond - - 2,302,296,805
Loss on supplies destroyed 211,360,135 35,083,380 172,291,423
Provision of allowance for losses on acceptance and 318,544,368 - 758,926,039
guarantees, net
Provision of allowance for losses on unused - - 1,405,533,375
credit limits, net
Provision of allowance for losses on 78,643,394 - 156,049,516
financial guarantees
Provision of allowance for others, net 21,983,262,010 8,727,690,704 387,138,875
Long-term compensation expense 11,510,161,229 2,409,996,557 1,035,387,739
Income tax expense 83,787,175172 87,437,446,060 110,189,365,897
Interest expense 778,441,074,693 840,946,553,653 927,126,567,888
Gain on valuation of financial assets at FVTPL (1,604,509,093) (608,238,044) (1,554,576,589)
Gain on disposal of AFS financial assets (2,471,820,889) - -
Gain on disposal of held-to-maturity (HTM) (18,143,214,856) (27,960,700,646) (26,812,516,674)
financial assets
Gain on valuation of derivatives, net (232,004,353,602) (101,342,125,254) (101,978,366,325)
Gain on valuation of fair value hedged items, net - - (10,573,272,878)
Gain on foreign currency translation, net (245,287,585,755) (5,377,203,637) (112,104,762,519)
Gain on bonds payables in foreign currencies (68,138,598,176) (110,346,853,540)
Gains on disposals of property, plant and equipment (414,976,543) (176,827,685) (477,654,346)
Gain on disposal of non-current assets held for sale (2,443,537,224) - -
Reversal of allowance for losses on acceptances and - (1,473,588,770) -
guarantees
Reversal of allowance for losses on unused (2,397,761,929) (1,147,628,839) -
credit limits
Reversal of allowance for losses on - (238,536,760) -
financial guarantees
Reversal of allowance for others (9,609,971,988) (276,409,463) -
Gain on restoration (2/432,715,715) (1,614,902,451) (1,015,224,406)
Interest income (1,865,765,586,570) (1,842,857,579,178) (1,954,287,531,925)
Dividend income (20,766,203,307) (20,269,369,536) (18,365,812,797)
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Busan Bank Consolidated Statements of Cash Flows

BUSAN BANK AND ITS SUBSIDIARIES (Unit : KRW)
Description December 31,2014 December 31,2013 December 31,2012(%)
3. Changes in working capital (83,392,340,370) (194,444,534,225) 82,805,889,567

Net decrease (increase) due from banks (673,104,829,019) 45,624,113,855 78,580,263,585

Net decrease (increase) in financial assets at FVTPL (22,093,219,159) (22,815,797,964) 13,029,042,174

Net increase in loans (2,969,826,477,555) (2,722,290,345,945) (2,839,656,809,724)

Net increase in accrued income (12,952,461,359) (20,110,275,689) (43,805,666,995)

Net decrease (increase) in prepaid expenses 1,684,140,503 3,282,069,795 (2,141,629,510)

Net decrease(increase) in financial derivatives 30,882,001,525 29,246,400,367 68,323,788,919

Net decrease (increase) in other assets (604,457,351) 151,574,988 209,016,637

Net increase in deposits 3,570,776,072,006 2,466,759,457,960 2,829,238,093,325

Net increase in accrued expenses 20,296,335,602 47,766,431,558 23,545,948,673

Net increase (decrease) of allowance for losses on (765,935,272) (1,590,091,651) (3,658,172,032)

financial guarantees

Net increase (decrease) of allowance for losses on 852,794,401 (470,815,783) 34,769,987

financial guarantees

Net increase (decrease) in taxes withheld 238,609,109 (1,682,411,913) 233,048,527

Net decrease in defined benefit obligation

(8,529,484,781)

(8,173,802,256)

(7697,722,172)

Net increase in plan assets

(20,245,429,020)

(10,141,041,547)

(33,428,081,827)

4. Interest revenue received

1,843,298,132,054

1,819,276,478,289

1,920,335,131,074

5. Dividend received

20,766,203,307

20,269,369,536

18,365,812,797

6. Interest expense paid

(800,517,839,538)

(887,384,915,273)

(930,566,482,219)

7.Income tax paid (45,384,810,391) (85,040,248,264) (135,865,486,058)

Il. CASH FLOWS FROM INVESTING ACTIVITIES (72,588,282,370) (365,027,761,472) 361,265,775,181
1. Cash provided by investing activities 3,335432,423,175 3,589,846,520,895 3,825,308,145,604
2. Cash used in investing activities (3,408,020,705,545) (3,954,874,282,367) (3,464,042,370,423)

Il. CASH FLOWS FROM FINANCING ACTIVITIES (665,255,953,622) 21,929,760,180 (1,186,076,028,434)
1. Cash provided by financing activities 638,847,247,701 1,049,085,960,220 1,902,930,478,255
2. Cash used in financing activities (1,304,103,201,323) (1,027,156,200,040) (3,089,006,506,689)

IV. NET INCREASE (DECREASE) IN CASH AND CASH (255,034,816,672) (176,480,297,226) (428,052,763,464)

EQUIVALENTS(I-+I-+11)

V. CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

697,431,127,308

906,496,981,739

1,322,391,850,480

VI. EFFECT OF EXCHANGE RATE CHANGES ON CASH AND
CASH EQUIVALENTS

17,407,490,649

(32,585,557,205)

12,157,894,723

VII. CASH AND CASH EQUIVALENTS, END OF YEAR

459,803,801,285

697,431,127,308

906,496,981,739

(*) Drawn up retroactively to the enacted and amended the K-IFRS (Korean International Financial Reporting Standards) applied starting from January 1, 2013.

Kyongnam Bank _ Consolidated Statements of

Financial Position

KYONGNAM BANK AND ITS SUBSIDIARIES (Unit : KRW)
Description December 31,2014 December 31,2013 December 31,2012(*)
ASSETS
CASH & CASH EQUIVALENTS 467,891410,119 445,642,756,091 462,394,617,654
Financial assets at fair value through profit or Loss (FVTPL) 307,156,908,720 277,826462,616 595,541,685,704
Available-for-sale (AFS) financial assets 2,069,437,895,142 2,227,058,053,544 2,028,304,227,486
Held-to-maturity (HTM) financial assets 2,019,883,245,170 2,096,370,429,877 2,068,838,094,153
LOANS AND RECEIVABLES 27,481,373,908,853 26,338,340,980,384 23,443,417,005,473
INVESTMENT OF PROPERTY 12,012,372,294 12,010,611,743 12,591,883,432
TANGIBLE ASSETS 220,652,962,005 192,628,005,086 174,450,495,501
INTANGIBLE ASSETS 83,426,207,605 11,817,593,435 11,705,553,395
OTHER ASSETS 121,403,804,161 66,546,264,322 125,655,966,827
CURRENT TAX ASSETS 5,703,372,212 5445425518 -
DEFERRED TAX ASSETS 65,694,294,608 40,540,227,580 22,468,292,211
TOTAL ASSETS 32,854,636,380,889 31,714,226,810,196 28,945,367,821,836
LIABILITIES
FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS (FVTPL) 35,650,339,744 30,841,442,125 101,470,612,564
DEPOSITS 25,147,247,923,362 23,773,242,173,508 20,767,849,662,884
BORROWINGS 2,598,289,894,799 2,731,988,980,522 3,346,348,542,608
DEBENTURES 1,565,044,587,176 1,445,232,831,061 1,345,265,030,692
RETIREMENT BENEFIT OBLIGATION 24,598,600,934 4,390,749,012 8,149,187,165

PROVISIONS

151,756,477,360

211,869,827,133

242,911,256,192

CURRENT INCOME TAX LIABILITIES

27,572911,347

OTHERS FINANCIAL LIABILITIES 1,148,685,042,037 1,218,946,193,565 1,098,268,737,108
OTHER LIABILITIES 36,169,845,865 37/432277,719 38,442,558,573
DERIVATIVE LIABILITIES 428,302,379 - -
TOTAL LIABILITIES 30,707,871,013,656 29,453,944,474,645 26,976,278,499,133
SHAREHOLDERS' EQUITY

EQUITY ATTRIBUTABLE TO THE OWNERS OF CONTROLLING EQUITY 2,146,765,367,233 2,260,282,335,551 1,969,089,322,703

Capital stock

392,104,560,000

290,250,185,000

290,250,185,000

HYBRID SECURITIES 199,698,980,000 315,696,480,000 115,997,500,000
OTHER PAID-IN CAPITAL 1,101,970,610,882 95,480,234,232 95,480,234,232
Other components of equity 48,742,019,289 36,739,298,918 40,048,784,597
Retained earnings 404,249,197,062 1,522,116,137,401 1427312618874

TOTAL EQUITY

2,146,765,367,233

2,260,282,335,551

1,969,089,322,703

TOTAL LIABILITIES AND EQUITY

32,854,636,380,889

31,714,226,810,196

28,945,367,821,836
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Kyongnam Bank _ Consolidated Statements of

Comprehensive Income
e {

KYONGNAM BANK AND ITS SUBSIDIARIES (Unit : KRW)
Description December 31, 2014 December 31, 2013 December 31, 2012
NET INTEREST INCOME 468,636,389,341 695,534,925,073 688,280,348,773
Interest revenues 897,366,983,578 1,367,900,907,662 1,392,668,701,097
Interest expenses 428,730,594,237 672,365,982,589 704,388,352,324
NET COMMISSION INCOME 24,384,500,473 51,049,429,842 46,593,289,880

Commission revenues

56,405,841,579

92,112,694,966

85,998,209,163

Commission expenses 32,021,341,106 41,063,265,124 39,404,919,283
DIVIDEND INCOME 4,717,734,769 12,953,217,053 10,893,035513
GAIN(LOSS) ON FAIR VALUE THROUGH PROFIT OR LOSS ASSETS 18,961,356,919 80,191,771,773 97,750,291,081
GAIN (LOSS) ON AVAILABLE-FOR-SALE FINANCIAL ASSETS 7/475415,740 1,940,652,292 (7,377,444,260)
GAIN (LOSS) ON HELD-TO-MATURITY (HTM) FINANCIAL ASSETS - 10,213,323

IMPAIRMENT LOSSES DUE TO CREDIT LOSS

(121,396,948,601)

(172,010,081,768)

(105,201,906,713)

General and administrative expenses (252,498,942,228) (327,720,736,474) (292,730,618,008)
OTHER OPERATING EXPENSES, NET (65,783,706,232) (181,966,135,684) (199,408,866,648)
OPERATING INCOME 84,495,800,181 159,973,042,107 238,808,342,941
NON-OPERATING INCOME, NET (5/477,729,952) (7,871,370,300) (11,211,178,237)
INCOME BEFORE INCOME TAX EXPENSE 79,018,070,229 152,101,671,807 227,597,164,704
INCOME TAX EXPENSE 18,638,381,338 21,920,864,791 46,880,809,938
NET INCOME 60,379,688,891 130,180,807,016 180,716,354,766
OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX 8516,723,652 (3,309,485,679) 4,928,385,468

Items that are not subsequently reclassified to profit or loss: (9,270,678,405) (2,780,549,131) (2,540,634,658)

Remeasurement elements of defined benefit plan (9,270,678,405) (2,780,549,131) (2,540,634,658)

Items that are subsequently reclassified to profit or loss 17,787,402,057 (528,936,548) 7,469,020,126

Gain (loss) on fair value of AFS financial assets 18,046,071,856 (528,936,548) 7,278,197,063
GAIN(LOSS) ON VALUATION OF CASH FLOW HEDGE (258,669,799) - 190,823,063
TOTAL COMPREHENSIVE INCOME 68,896,412,543 126,871,321,337 185,644,740,234
NET INCOME ATTRIBUTABLE TO: 60,379,688,891 130,180,807,016 180,716,354,766
NET INCOME ATTRIBUTABLE TO OWNERS 57,639,492,583 130,180,807,016 180,716,354,766
NET INCOME ATTRIBUTABLE TO NON-CONTROLLING INTERESTS 2,740,196,308 - -
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO: 68,896,412,543 126,871,321,337 185,644,740,234
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO OWNERS OF 66,156,216,235 126,871,321,337 185,644,740,234
THE COMPANY
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO NON-CON- 2,740,196,308 - -
TROLLING INTERESTS

Basic and diluted net earnings per share (in currency units) 678 2,043 2978

Kyongnam Bank _ Consolidated Statements of
Changes in Shareholders’ Equity

KYONGNAM BANK AND ITS SUBSIDIARIES

Description Capital stock

Hybrid secu- Other paid-in ~ Other compo-
rities capital nents of equity

Retained Controlling
earnings interests

(Unit : KRW)

Non-Controlling Total
interests

Balance at May 01, 2014

392,104,560,000

1,387,770,988,098  40,225,295,637

65,727,877,086 1,885,828,720,821

199,698,980,000 2,085,527,700,821

Dividends for hybrid bonds

(4518,172,607)  (4,518,172,607)

(2,740,196,308)  (7,258,368915)

Acquisition of treasury stock

(400,377,216)

(400,377,216)

(400,377,216)

Net income 57,639,492,583  57,639,492,583 2,740,196308  60,379,688,891
Gain(loss) on valuation of 18,046,071,856 18,046,071,856 18,046,071,856
available-for-sale financial assets
Gain(loss) on valuation of cash (258,669,799) (258,669,799) (258,669,799)
flow hedge

Remeasurement elements of (9,270,678,405) (9,270,678,405) (9,270,678,405)

defined benefit plan

Included owner equity according 199,698,980,000 199,698,980,000 (199,698,980,000)

to merger

Equity change according to merger (285,400,000,000) 285,400,000,000

Balance at December 31, 2014

392,104,560,000

199,698,980,000 1,101,970,610,882  48,742,019,289

404,249,197,062 2,146,765,367,233

2,146,765,367,233

Description Capital stock

Hybrid securities  Other paid-in Other compo-

capital nents of equity

Retained Controlling
earnings interests

Non-Controlling Total
interests

Balance at January 01,2012

290,250,185,000

115,997,500,000  95,480,234,232 38,561,497,782

1,257,471,979/451 1,797,761,396,465

- 1,797,761,396,465

Effect of an accounting change

- - (3/441,098,653)

4,942,286,617 1,501,187,964

- 1,501,187,964

Balance after accounting change ~ 290,250,185,000

115,997,500000  95480,234,232  35,120,399,129

1,262,414,266,070 1,799,262,584,431

- 1,799,262,584,431

Annual dividends

(7,976,162,595) (7,976,162,595)

- (7,976,162,595)

Dividends for hybrid bonds - - - - (7,841,839,365) (7,841,839,365) - (7,841,839,365)
Net income - - - - 180,716,354,766  180,716,354,766 - 180,716,354,766
Gain(loss) on valuation of - - - 7,278,197,063 - 7,278,197,063 - 7,278,197,063
available-for-sale financial assets

Remeasurement elements of - - - (2,540,634,658) - (2,540,634,658) - (2,540,634,658)
defined benefit plan

Gain(loss) on valuation of finan- - - - 190,823,063 - 190,823,063 - 190,823,063
cial derivatives

Balance at December 31,2012 290,250,185,000  115,997,500,000 95,480,234,232 40,048,784,597 1,427,312,618,874 1,969,089,322,703 - 1,969,089,322,703
Balance at January 01, 2013 290,250,185,000  115,997,500,000 95,480,234,232 40,048,784,597 1,427,312,618,874 1,969,089,322,703 - 1,969,089,322,703
Issuing hybrid bonds - 199,698,980,000 - - - 199,698,980,000 - 199,698,980,000
Annual dividends - - - - (23,769,191970)  (23,769,191,970) - (23,769,191,970)
Dividends for hybrid bonds - - - - (11,608,096,519)  (11,608,096,519) - (11,608,096,519)
Net income - - - - 130,180,807,016  130,180,807,016 - 130,180,807,016
Gain(loss) on valuation of - - - (528,936,548) - (528,936,548) - (528,936,548)
available-for-sale financial assets

Remeasurement elements of - - - (2,780,549,131) - (2,780,549,131) - (2,780,549,131)
defined benefit plan

Balance at December 31,2013 290,250,185,000  315,696,480,000 95,480,234,232 36,739,298918 1,522,116,137,401 2,260,282,335,551 - 2,260,282,335,551
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Kyongnam Bank _ Consolidated Statements of Cash Flows

KYONGNAM BANK AND ITS SUBSIDIARIES (Unit : KRW)
Description December 31, 2014 December 31, 2013 December 31, 2012
Net increase in plan assets (1,429,933,744) (18,352,821,302) (10,614,228,171)
Net decrease of provision liabilities (19,089,840,313) (75,731,842,591) (2,171,357,208)

KYONGNAM BANK AND ITS SUBSIDIARIES (Unit : KRW)
Description December 31, 2014 December 31, 2013 December 31, 2012

I. CASH FLOWS FROM OPERATING ACTIVITIES (367,745,486,935) 577,870,401,253 (123,210,319,785)

1. Net income 57,639,492,583 130,180,807,016 180,716,354,766

2. Adjustments to reconcile net income to net cash used in operating activities (454,715,742,772) (686,567,277,335) (652,292,574,348)

Income tax expense 18,638,381,338 21,920,864,791 46,880,809,938

Net decrease of other financial liabilities (258,946,213,889) 160,267,734,060 394,163,192,042
Net decrease of other liabilities (3,257,420,452) 362,596,499 1,012,195,700
6. Income tax paid (46,682,859,075) (71,954,539,091) (64,417,460,002)

Interest income (897,366,983,578) (1,367,900,907,662) (1,392,668,701,097)
Gain on valuation of financial assets at FVTPL 428,730,594,237 672,365,982,589 704,388,352,324
Dividend income (4,717,734,769) (12,953,217,053) (10,893,035,513)

7. Interest revenue received

912,628,681,566

1,383,748,388,939

1,372,451,202,316

3. Add expense without cash used

151,797,398,631

269,188,895,316

249,689,496,215

8. Interest (396,442,730,470) (710,888,280,521) (722,838,598,168)
9. Dividend income 4,717,734,769 12,953,217,053 10,893,032,013
Il. CASH FLOWS FROM INVESTING ACTIVITIES (32,899,058,989) (243,352,170,005) (100,359,950,103)

Loss on valuation of trading securities - 239,832,373 101,341,993
Impairment loss on AFS financial assets - 3,625,808,605 14,580,297,223
Losses on disposal of AFS financial assets - 90,716,583 350,000,000

1. Cash provided by investing activities

1,866,286,768,919

3,754,371,394,475

4,311,735,857,282

Impairment loss on credit loss

121,396,948,601

172,010,081,768

105,201,906,713

Disposal of AFS financial assets

1,396,760,607,856

3,224,667,807,876

3,545,977,721,945

Disposal held to maturity financial assets

469,408,311,063

525,363,196,575

763,197,579,307

Disposal of tangible assets 97,850,000 3,728,443,129 2,560,556,030
Disposal of intangible assets 20,000,000 200,000,000 -
Disposal of investment property - 411,946,895 -

2. Cash used in investing activities (1,899,185,827,908) (3,997,723,564,480) (4,412,095,807,385)
Acquisition of AFS financial assets 1,342,769,751,702 3,416,467,605,076 3,722,082,219,263
Acquisition of held to maturity financial assets 441,657,910,588 547,673,233,818 674,104,412,255
Acquisition of tangible assets 89,821,836,874 31,181,409,846 14,647,708,037
Acquisition of intangible assets 24,936,328,744 2,/401,315,740 1,261,467,830

Il CASH FLOWS FROM FINANCING ACTIVITIES 389,736,724,576 (350,433,334,400) 398,310,533,867

1. Cash provided by financing activities

31,674,000,984,887

71,482,607,523,396

56,635,419,402,794

Increase of borrowing liabilities

31,224,000,984,887

71,082,908,543,396

56,335,521,130,314

Increase of issued debentures 450,000,000,000 200,000,000,000 299,898,272,480
Issuing hybrid bonds - 199,698,980,000 -
2. Cash used in financing activities (31,284,264,260,311) (71,833,040,857,796) (56,237,108,868,927)

Decrease of borrowing liabilities

31,099,345,710,488

71,697,663,569,307

55,881,290,866,967

Decrease of issued debentures 180,000,000,000 100,000,000,000 340,000,000,000
Acquisition of treasury stock 400,377,216 - -
Annual dividends paid 4,518,172,607 23,769,191,970 7,976,162,595

Dividends for hybrid bonds

11,608,096,519

7,841,839,365

IV. NET DECREASE IN CASH AND CASH EQUIVALENTS(I-+II-+11)

(10,907,821,348)

(15915,103,152)

174,740,263,979

Losses on disposals of tangible assets 122,448,068 147,048,018 83,930,383
Losses on disposals of intangible assets - 4,400,000 -
Losses on disposals of investment of property assets - 226,226 -
Depreciation of tangible, intangible and property assets 16,760,903,191 11,635,352,168 9,678,092,520,
Losses on Valuation of Derivative Instruments - 27,118,710414 57,218,896,246
Provision for severance benefits 9,961,882,188 12,290,454,070 11,094,368,080
Provision of allowance for losses 2,133,222,712 42,026,265,091 51,291,072,407
Loss on foreign currency translation, net 1,421,993,871 - -
Other operating expenses - - 89,590,650
4. Deduction revenue without cahs provided (20,879,978,062) 38,851,383,060 74,244,684,387
Gain on valuation of trading securities 474,209,295 2,549,061,342 510,491,575
Gains on valuation of financial assets at FVTP 5,311,800,000 -
Gains on valuation of financial derivatives 2,416,007,846 30,569,782,893 66,155,091,487
Gain on disposal of AFS financial assets 5,803,303,053 5,657,177,479 7,552,852,962
Reversal of impairment loss on AFS financial assets 1,672,112,687 - -
Reversal of impairment loss on held to maturity securities - - 10,213,323
Gains on disposals of property, plant and equipment 47,191,414 6,062,346 16,035,040
Gains on disposal investment of property - 44,019,000 -
Gain on foreign currency translation, net 5,155,353,767 - -
Other operating expenses, net - 25,280,000 -
5.Changes on Asset and liability according to operatings (575,807,484,105) 290,060,572,936 (423,167,088,190)
Net decrease in financial assets at FVTPL 110,124,920,237 323,475,524,536 (295,153,968,975)

V. CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

475,065,871,571

462,394,617,654

289,748,475,687

Net increase loans and receivables

(1,006,101,312,621)

(3,091,561,708,977)

(2,949,189,752,110)

VI, EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS

3,733,359,896

(836,758/411)

(2,094,122,012)

VII. CASH AND CASH EQUIVALENTS, END OF YEAR

467,891,410,119

445,642,756,091

462,394,617,654

Net decrease in other assets 26,596,597,102 58,906,807,545 (107,027,118,490)
Net increase of financial assets at FVTPL 1,259,628,444 (70,629,170,439) (27,980,697,239)
Net increase in deposits 577,259,677,916 3,004,687,795,147 2,576,007,835,606

Provision for severance benefit

(2,223,586,785)

(1,364,341,542)

(2,213,189,345)
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BNK Securities Statements of Financial Position

BNK SECURITIES AND ITS SUBSIDIARIES

(Unit : KRW)
Description December 31,2014 March 31,2014
ASSETS
|. CASH & DUE FROM BANKS 75,770,368,171 31,430421,591
1. Cash & cash equivalents 22,939,821,770 5,084,687,564
2. Due from banks 52,830,546,401 26,345,734,027
Il. INVESTMENT SECURITIES 362,724,083,287 397,805,358,3873
1. Financial assets designated at fair value through profit and loss 345,919,924,941 381,178,073,856
2. Financial investments - available-for-sale 16,804,158,346 16,627,285,017
Ill. LOANS & RECEIVABLES 63,803,564,293 57,231,823,447
1. Loans 43,105,802,521 24,596,848,868
2. Receivables 20,697,761,772 32,634974,579
IV. TANGIBLE ASSETS 1,757,844,351 2,061,583,840
V. INTANGIBLE ASSETS 1,445,758,019 1,576,556,627
VI. CURRENT TAX ASSETS - 1,261,660,101
VI. OTHERS 6,455,465,758 4,137,131,543
TOTAL ASSETS 511,957,083,879 495,504,536,022
LIABILITIES
|. DEPOSITS 84,739,649,517 47,576,782,402
1. Won deposits 77,952,515,578 46,498,772,473
2. Foreign currency deposits 6,787,133,939 1,078,009,929
Il. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS (FVTPL) 21,127,693,040 91,785,826,710
1. Financial liabilities of trading securities 21,100,693,040 91,543,366,710
2. Derivative liabilities 27,000,000 242,460,000
1Il. BORROWINGS 266,159,218,275 215,029,620,324
1. Borrowings 49,600,000,000 21,322,214,836
2.Bonds sold under repurchase agreement(RP) 216,559,218,275 193,707,405,488
IV. RETIREMENT BENEFIT OBLIGATION 566,003,922 356,043,194
V. CURRENT INCOME TAX LIABILITIES 688,307,795 -
VI. DEFFERED INCOME TAX LIABILITIES 1,946,775,455 2,086,873,305
VII. PROVISIONS 198,104,539 -
VI. OTHER LIABILITIES 18,948,605,988 26,731,342,294
TOTAL LIABILITIES 394,374,358,531 383,566,488,229

SHAREHOLDERS' EQUITY

I. EQUITY ATTRIBUTABLE TO THE OWNERS OF CONTROLLING EQUITY

117,582,725,348

111,938,047,793

Il. SHAREHOLDERS' EQUITY

85,000,000,000

85,000,000,000

Ill. RETAINED EARNINGS

Provided reserve for bad debts at December 31,2014
KRW 140,868,746

Amount expected for provision of allowance :

KRW 85,439,415

Provided reserve for bad debts at December 31, 2013
KRW 131,193,614

Amount expected for provision of allowance :
KRW 9,675,582

26,201,690,869

20,467,919,250

Ill. OTHER CAPITAL COMPONENTS

6,381,034,479

6,470,128,543

IV. NON-CONTROLLING INTERESTS

TOTAL EQUITY

117,582,725,348

111,938,047,793

TOTAL LIABILITIES & SHAREHOLDERS' EUQITY

511,957,083,879

495,504,536,022

BNK Securities_Statements of Comprehensive Income

BNK SECURITIES AND ITS SUBSIDIARIES

(Unit: KRW)

Description December 31,2014 March 31,2014
I. OPERATING REVENUE 108,161,691,198 67,095,302,107
1. Commission revenues 23,001,016,797 12,047,579,819
2.Gains on Sales and Valuation of Investment Securities 23,230,456,824 19,386,297,216
3. Gain on Valuation of Derivative Instruments & Derivative Transactions 48,434,159,062 24,266,494,500
4. Interest Revenue 12,844,559,095 11,198,044,388
5.Gains on Loan Receivables 3,078,959 -
6. Gains on foreign Exchange 200,576,817 101,109,925
7. Other Operating Revenue 447,843,644 95,776,259
II. OPERATING EXPENSES 100,229,527,566 66,882,700,773
1. Fee and Commission Expense 4,769,285,853 3,226,137,494
2. Losses on Valuation of Security Investment 12,591,032,807 6,262,109,989
3. Losses on Valuation of Derivatives & Derivative Transactions 45,033,786,522 32,562,399,860
4. Interest Expense 7,528,553,379 4,701,536,763
5. Expenses on Foreign Exchange 200,430,841 101,111,224
6. SG&A Expense 29,965,608,962 19,642,456,539
7. Others 140,829,202 386,948,904
Il. OPERATING INCOME 7,932,163,632 212,601,334
IV. NON-OPERATING REVENUE 9,416,269 42,584,010
V. NON-OPERATING EXPENSE 223,473,437 948,580,925
VI. INCOME(LOSS) BEFORE INCOME TAXES EXPENSES 7,718,106,464 (693,395,581)
VII. INCOME TAXES EXPENSES 1,984,334,845 (208,800,151)
VI NET INCOME(LOSS) 5733771619 (484,595,430)
(Net income after provision of reserve for bad debts:
(-)494,271million in 2013 and
2,899,692 million in 2012)
IX. OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX (89,094,064) (800,952,030
1. Items that are not subsequently reclassified to profit or loss: (92,380,760) 136,687,278
Remeasurement elements of defined benefit plan (118,436,872) 175,240,100
Tax that are not reclassified to profit or loss: 26,056,112 (38,552,822)
2. Items that are subsequently reclassified to profit or loss 3,286,696 (937,639,308)
Gain (loss) on fair value of AFS financial assets 4,213,713 (1,202,101,677)
Tax that could be reclassified to profit or loss: (927,017) 264,462,369
X. TOTAL COMPREHENSIVE INCOME(LOSS) 5,644,677,555 (1,285,547,460)
XI.NET INCOME ATTRIBUTABLE TO: 5733771619 (484,595,430)
1. Owners of the company (484,595,430)
2. Non-controlling interests -
XII. TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO: 5,644,677,555 (1,285,547,460)
1. Owners of the company (1,285,547,460)
2. Non-controlling interests -
XIll. EARNINGS PER SHARE
1.Basic and diluted net earnings per share (in currency units) 337 29)
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BNK Capital _ Consolidated Statements of Financial Position

BNK CAPITAL AND ITS SUBSIDIARIES

(Unit : KRW)
Description December 31,2014 March 31,2014
ASSETS
|. CASH & DUE FROM BANKS 47,807,715,713 41,080,839,886
1. Cash & cash equivalents 47,802,151,713 38,075,275,886
2. Due from banks 5,564,000 3,005,564,000
Il INVESTMENT SECURITIES 2,014,295,000 14,295,000
1.Available-for-sale (AFS) financial assets 2,000,000,000 -
2.Held-to-maturity (HTM) financial assets 14,295,000 14,295,000
Ill. LOANS & RECEIVABLES 1,890,965,006,063 1,251,375,646,740
1. Loans 1,854,629,773,182 1,218,038,749,545
2. Receivables 36,335,232,881 33,336,897,195
IV. INSTALLMENT FINANCIAL ASSETS 744,833,658,370 676,896,935,037
V. LEASED BOND 647,531,950,671 688,587,228,306
VI. LEASED ASSETS 231,056,072,728 138,353,746,048
VII. TANGIBLE ASSETS 4,552,614,538 3,895,528,097
VIII. INTANGIBLE ASSETS 3,454,698,227 2,676,844,869
IX. OTHERS 11,037,313,690 6,954,386,814
TOTAL ASSETS 3,583,253,325,000 2,809,835,450,797
LIABILITIES
|. BORROWINGS 2,871,744,220,288 2,234,544,489,984
1. Borrowings 265,000,000,000 377,000,000,000
2.Bonds 2,606,744,220,288 1,857,544,489,984
II. DEFFERED INCOME TAX LIABILITIES 15,377,771,544 14,260,100,989
Ill. PROVISIONS 341,068,316 297,336,092
IV.DEFINED BENEFIT OBLIGATION 1,553,641,930 1,660,617,258

V. OTHERS FINANCIAL LIABILITIES

252,266,801,611

230,108,332,326

VI. OTHERS

19,299,832,167

22,243,035,715

TOTAL LIABILITIES

3,160,583,335,856

2,503,113,912,364

SHAREHOLDERS' EQUITY

I. Net income attributable to owners of the company

422,669,989,144

306,721,538,433

I. CAPITAL STOCK

213,000,000,000

205,000,000,000

Il. OTHER PAID-IN CAPITAL

116,931,506,650

44,973,906,550

IIl. RETAINED EARNINGS

93,605,948,411

57,294,884,187

IV. OTHER COMPONENTS OF EQUITY

(867,465,917)

(547,252,304)

1. NON-CONTROLLING EQUITY

TOTAL EQUITY

422,669,989,144

306,721,538/433

TOTAL LIABILITIES & SHAREHOLDERS' EUQITY

3,583,253,325,000

2,809,835,450,797

BNK Capital _ Consolidated Statements of

Comprehensive Income
e

BNK SAVINGS BANK AND ITS SUBSIDIARIES

Description

December 31,2014

(Unit: KRW)

March 31,2014

I. NET INTEREST INCOME

156,963,952,612

122,226,054,107

1. Interest revenues 261,461,153,610 202,664,260,763
2. Interest expenses (104,497,200,998) (80,438,206,656)

II. NET COMMISSION INCOME 14,648,045,829 10,320,928,271
1. Commission revenues 17,074,066,545 12,791,730,221
2. Commission expenses (2/426,020,716) (2,470,801,950)

I IMPAIRMENT LOSSES ON FINANCIAL ASSETS (86,492,079,021) (65,462,038,520)
1. Provision of allowance for loan losses (86,492,079,021) (65,462,038,520)

IV. OTHER OPERATING PROFIT (38,147,613,937) (29,543,221,875)
1. Selling general and administrative expenses (43,830,022,438) (32,078,143,349)
2. Other operating income 63,524,062,529 32,790,612973

3. Other operating expenses

(57,841,654,028)

(30,255,691,499)

V. OPERATING INCOME 46,972,305,483 37,541,721,983
VI. NON-OPERATING INCOME (26,058,540) 11,611,504
1. Non-operating revenues 61,100,092 78,362,248
2. Non-operating expenses (87,158,632) (66,750,744)
VII. INCOME BEFORE INCOME TAXES 46,946,246,943 37,553,333,487
VIIIl. INCOME TAXES EXPENSES (10,635,182,719) (9,005,317,665)
IX. NET INCOME 36,311,064,224 28,548,015,822
(Net income after provision of reserve for bad debts:
36,311million in 2014 and
28,548 million in 2013)
X. OTHER COMPREHENSIVE LOSS (320,213,613) (247,013,310)
1. Items that are not subsequently reclassified to profit or loss (311,752,490) (247,013,310
Remeasurement elements of defined benefit plan (311,752,490) (247,013,310
2. Items that are subsequently reclassified to profit or loss (8/461,123) -
Gain on overseas operations translation (8/461,123) -
XI. TOTAL COMPREHENSIVE INCOME 35,990,850,611 28,301,002,512
XII.Net income attributable to: 36,311,064,224 28,548,015,822

1.0wners of the company

36,311,064,224

28,548,015,822

2.Non-Controlling Equity

XII.TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO 35,990,850,611 28,301,002,512
1.0wners Of The Company 35,990,850,611 28,301,002,512
2.Non-Controlling Equity - -

XII. EARNINGS PER SHARE

Basic and diluted net earnings per share 875 705
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BNK Savings Bank _Consolidated Statements of Financial Position

BNK SAVINGS BANK AND ITS SUBSIDIARIES

(Unit: KRW)

Description December 31,2014 March 31,2014
ASSETS
I. CASH & DUE FROM BANKS 53,322,193,296 94,073,579,595

1.Cash 44,148,224 40,124,383

2. Due from banks 53,278,045,072 94,033,455,212
Il. SECURITIES 4,793,695,294 5,662,981,946

1. Available for sale securities 780,033,292 1,636,396,189

2. Held to maturity securities 4,013,662,002 4,026,585,757
Il LOANS 486,172,785,518 555,109,181,257
IV. TANGIBLE ASSETS 2,874,561,221 2,879,225,860
V. OTHERS 94,017,937,747 98,170,161,078
TOTAL ASSETS 641,181,173,076 755,895,129,736
LIABILITIES
|. DEPOSITS 508,678917,848 606,275,641,269
Il. OTHERS 24,483,693,187 28,775,270,651
TOTAL LIABILITIES 533,162,611,035 635,050,911,920

SHAREHOLDERS' EQUITY

I. CAPITAL STOCK 31,000,000,000 31,000,000,000
Il. CAPITAL SURPLUS 83,849,192,500 83,849,192,500
Il ACCUMULATED OTHER COMPREHENSIVE INCOME 106,138,500 (741,000)
IV. RETAINED EARNINGS (6,936,768,959) 5,995,766,316
TOTAL EQUITY 108,018,562,041 120,844,217,816
TOTAL LIABILITIES & SHAREHOLDERS'EUQITY 641,181,173,076 755,895,129,736

BNK Savings Bank _ Consolidated Statements of Income

BNK SAVINGS BANK AND ITS SUBSIDIARIES

(Unit : KRW)
Description December 31,2014 March 31,2014

. OPERATING REVENUES 54,432,618,494 52,382,226,957
(1) Interest revenues 52,521,437,583 50,740,717,806

1. Interest on due from banks 1,638,218,778 3,364,098,022

2. Interest on held to maturity securities 152,781,491 292,687,036

3. Interest on loans 50,486,081,491 46,962,852,488

4. Other interest income 244,355,823 121,080,260
(2) Valuation and Gain on disposition of securities - 320,967,617

1. Gain on sale of trading securities - 28,916,384

2. Gain on disposal of AFS financial securities - 292,051,233
(3) Valuation and gain on disposition of loans 452,364,370 10,010,020
(4) Commission Received 310,046,483 283,544,404
(5) Dividend income 9,000,000 21,847,365
(6) Other operating income 1,139,770,058 1,005,139,745
Il. OPERATING EXPENSES 67,160,402,167 43,996,822,485
(1) Interest expenses 18,520,038,712 21,466,517,514

1. Interest on deposits 18,495,053,372 21,428,186,973

2. Discount fees on cover notes sold 1,746,575 -

3. Others 23,238,765 38,330,541
(2) Valuation and loss on disposition of securities 9,939,662 1,789,805,679
(3) Valuation and loss on disposition of loans 29,180,430,920 2,316,410,988
(4) Commission expenses 774,749,075 942,925,534
(5) Other operating expenses 2,927,143,000 2,655,372,000
(6) General and administrative expenses 15,748,100,798 14,825,790,770
Il. OPERATING INCOME (12,727,783,673) 8,385,404,472
IV. NON-OPERATING REVENUES 29,762,598 111,788,322
V. NON-OPERATING EXPENSES 501,856,893 1,154,216,658

VI. INCOME BEFORE INCOME TAX

(13,199,877,968)

7342976,136

VII. INCOME TAXES EXPENSES (267,342,693) 1,652,894,672
VIIl. NET INCOME (12,932,535,275) 5,690,081,464
IX. NET INCOME ATTRIBUTABLE TO OWNERS OF THE COMPANY (12,932,535,275) 5,690,081,464
X. Net income attributable to non-controlling interests - -
XI. EARNINGS PER SHARE OF NET INCOME ATTRIBUTABLE TO
OWNERS OF THE COMPANY
1. Basic and diluted net earnings per share (2,086) 918
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BNK CREDIT INFORMATION

(Unit: KRW)
Description December 31,2013 December 31,2012
ASSETS
I. ASSETS 5,507,644,167 5,975,542,573
1. Quick assets 5,507,644,167 5975,542,573
Il. NON-CURRENT ASSETS 1,603,465,646 629,753,161
1. Investments 22,393,681 1,459,700
2.Tangible assets 312,071,965 238,293,461
3. Others 1,269,000,000 390,000,000
TOTAL ASSETS 7,111,109,813 6,605,295,734
LIABILITIES
I. CURRENT LIABILITIES 374,889,853 356,589,541
1. Trade Payables 53,934,711 101,608,769
2. Accrued Expenses 196,679,147 135,927,233
3. Withholdings 5,172,560 5,284,800
4. Vat. Withheld 56,032,850 54,908,210
5. Deferred income tax liabilities 18,834,336 21,036,820
6. Others 44,236,249 37,823,709
Il. NON-CURRENT LIABILITIES - -
1. Provision for severance benefits 199,523,937 168,040,097
2. Retirement pension asset (199,523,937) (168,040,097)
TOTAL LIABILITIES 374,889,853 356,589,541
SHAREHOLDERS' EQUITY
I. CAPITAL STOCK 3,000,000,000 3,000,000,000
Il. RETAINED EARNINGS 3,736,219,960 3,248,706,193
TOTAL EQUITY 6,736,219,960 6,248,706,193
TOTAL LIABILITIES & SHAREHOLDERS' EUQITY 7,111,109.813 6,605,295,734

BNK Credit Information _Statements of Income

BNK CREDIT INFORMATION

(Unit: KRW)

Description December 31,2013 December 31,2012
. OPERATING REVENUE 2,783,441,369 2,792,515.877

|. OPERATING REVENUE 1,721,808,369 1,751,216,877

2. Credit investigation fees 1,061,633,000 1,041,299,000
II. OPERATING EXPENSES 2,278,716,030 2,017,735972
IIl. OPERATING INCOME 504,725,339 774,779,905
IV. NON-OPERATING INCOME 157,459,794 171,545,606

1. Interest income 157,414,869 171,445,988

2. Miscellaneous income 44,925 99,618
V. NON-OPERATING EXPENSES 34,361,830 100,270
VI. INCOME BEFORE INCOME TAXES 627,823,303 946,225,241
VII. INCOME TAXES EXPENSES 140,309,536 229,778,247
VI NET INCOME 487,513,767 716,446,994
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BNK SYSTEM (Unit: KRW)
Description December 31,2013 December 31,2012
Kpak
|. CURRENT ASSETS 4,817,134,222 3,530,999,059
1. Quick assets 4,817,134,222
1. NON-CURRENT ASSETS 1,980,345,563 1,578,096,272
1.Tangible assets 402,810,508 -
2. Intangible assets 170,867,855 -
3. Others 1,406,667,200 -
TOTAL ASSETS 6,797,479,785 5,109,095,331
LIABILITIES
|. CURRENT LIABILITIES 1,872,684,640 877,555,070
1. Accounts Payables 868,806,470 -
2. Other Payables 160,970,334 -
3. Withholdings 125,287,314 -
4. Vat. Withheld 252,763,573 -
5. Accrued Expenses 464,856,949 -
IIl. NON-CURRENT LIABILITIES 88,716,603 119,738,153
1. Provision for severance benefits 1,005,259,915 547,451,810
2. Retirement pension asset -923,487,638 -438,546,733
3. Deferred income tax liabilities 6,944,326 10,833,076
TOTAL LIABILITIES 1,961,401,243 997,293,223
SHAREHOLDERS' EQUITY
|. CAPITAL STOCK 3,000,000,000 3,000,000,000
Il. CAPITAL ADJUSTMENT -16,497,000 -16,497,000
IIl. RETAINED EARNINGS 1,852,575,542 1,128,299,108
TOTAL EQUITY 4,836,078,542 4,111,802,108
TOTAL LIABILITIES & SHAREHOLDERS' EUQITY 6,797,479,785 5,109,095,331

BNK System _ Statements of Income

BNK SYSTEM (Unit : KRW)
Description December 31,2013 December 31,2012

|. OPERATING REVENUE 17,028,284,984 16,823,674,756
IIl. COST OF SALES 14,825,301,039 14,857,438,312
Ill. GROSS PROFIT 2,202,983,945 1,966,236,444

IV. SELLING & ADMINISTRATIVE EXPENSES

1,326,215,498

1,147,880,090

V. OPERATING INCOME 876,768,447 818,356,354
VI. NON-OPERATING INCOME 76,544,029 145,203,933
VII. NON-OPERATING EXPENSE 12,053,042 4,045,150
VIIl. INCOME BEFORE INCOME TAXES 941,259,434 959,515,137
IX. INCOME TAXES EXPENSES 216,983,000 214,988,807
X.NET INCOME 724,276,434 744,526,330
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Ap pen d ix Performance Data of Sustainability Management

G4-10.Type and contract of employment, and status of employment by region

2012 2013 2014
Number Nurcnobne_r of Number Nurcnobne_r of Number Nur:obne_r of
Total of regular Total of regular Total of regular

tract-based Number of
employees executives

tract-based Number of
employees executives

tract-based Number of

number of employees .
employees executives

employees (excluding

number of employees
employees (excluding

number of employees
employees (excluding

) (excluding ) (excluding ) (excluding
Performance Data Of 105 executives) executives) executives) executives) executives) executives)
Sustainability Management Men 58 42 8 8 54 40 6 8 53 42 8 3
BNKFinan- -, 8 4 4 0 7 6 1 0 7 6 1 0
Q a . ‘omen
GRI Guideline Index 110 cial Group
Total 66 46 12 8 61 46 7 8 60 48 9 3
Assurance Statement on GHG Emissions 113 Men 1,645 1,524 110 11 1,726 1,579 135 12 1,752 1,573 161 18
Busan Bank Women 1476 1,345 131 0 1,545 1,384 161 0 1,622 1,435 187 0
Third-Party Assurance Report 114 Total 3121 2,869 241 1 3,271 2,963 296 12 3,374 3,008 348 18
Explanations about the Report 116 Conanan Men 1,179 1,064 98 17 1211 1,081 112 18 1335 1,197 118 20
By kg Women 1,156 868 288 0 1,098 957 141 0 1172 1,023 149 0
an|
Total 2,335 1,932 386 17 2,309 2,038 253 18 2,507 2,220 267 20
Men 118 73 39 6 119 70 44 5 124 78 43 3
BNK
. Women 43 32 11 0 46 36 10 0 43 37 6 0
Securities
Total 161 105 50 6 165 106 54 5 167 115 49
Men 173 121 49 3 247 188 56 3 340 219 118 3
BNK Capital Women 90 19 71 0 138 47 91 0 169 72 97 0
Total 263 140 120 3 385 235 147 3 509 291 215 3
BNK Men 67 58 4 5 71 61 5 5 72 61 6 5
Savings Women 28 26 2 0 36 26 10 0 31 21 10 0
Eans Total 95 84 6 5 107 87 15 5 103 82 16 5
BNK Credit  Men 18 7 10 1 18 4 13 1 20 4 14 2
Informa- Women 5 2 3 0 3 3 0 0 3 3 0 0
ey Total 23 9 13 1 21 7 13 1 23 7 14 2
Men 80 67 11 2 108 91 14 3 116 98 14 4
BNK
Women 6 4 2 0 9 6 3 0 10 7 3 0
System
Total 86 7 13 2 117 97 17 3 126 105 17 4
Total 6,150 5,256 841 53 6,436 5579 802 55 6,869 5876 935 58
G4-11. Rate of employees where the labor collective agreement is applied (Unit: Number of individuals, %)
Number of those subject to the subscription to Number of those subscribed to o
Type Subscription rate
the labor union in 2014 the labor union in 2014
Busan Bank 2,311 2,305 9957
Kyongnam Bank 1,738 1,736 99.88

* As for BNK Financial Group, BNK Securities, BNK Capital, BNK Savings Bank, BNK Credit Information and BNK System, the Labor—Management Council consisting of the same number
of employers and employees is available
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EC3. Status of managing retirement benefits

(Unit : KRW trillion, Number of individuals)

BNK Financial Kyongnam - . BNK Savings BNK Credit
Amount Busan Bank BNK Securities BNK Capital X BNK System
Group Bank Bank Information
Date of account opening - 2010.07.30 2010.06.30 2007.11.26 2011.11.28 2013.03.29 2007.11.12 2013.11.12
Amount under management 32 1,549 721 23 26.86 2 2 9
Number of subscribers (DB) 72 3,103 2,219 79 332 81 17 105
Number of subscribers (DC) 0 0 1 60 0 0 0 0

EC5. Range of ratios of standard entry level wage by
gender compared to local minimum wage at sig-

EC6. Proportion of senior management hired from the
local community at significant locations of opera-

nificant locations of operation (Unit: %) tion

Type Minimum wage in 2014 Men Women Type 2014
BNK Financial Group 373 204 Number of employees ;
—Busan Bank 373 22 Total number of employees dispatched abroad
Kyongnam Bank 344 254 T Number of local employees 16
BNK Securities 268 253 Rate of recruiting local 60.6%
BNK Capital S0 230 184 UL F7EES
- Number of the senior management employed 4
BNK Savings Bank 218 168
] Rate of the senior management employed 17.4%
BNK Credit Information 217 173
BNK System 216 193 * For Busan Bank and BNK Capital
EN1. Materials used by weight or volume EN3. Energy consumptions within the organization

(Unit : ton) (Unit: TJ)
Type 2012 2013 2014 Type 2012 2013 2014
BNK Financial Group - - 2.80 Amount of direct energy consumed 1 10 22.83
Busan Bank - - 49.30 Diesel 1 0 039
Kyongnam Bank - - 32.00 LNG 1 1 1031
BNK Securities - - 1.15 LPG 0 0 056
BNK Capital - - 10.00 Gasoline for vehicles 7 9 1135
BNK Savings Bank - - 7.09 LPG for vehicles 1 0 0.24
BNK Credit Information - - 1.20 Amour\t' of indirect energy consumed 0 89 12683
BNK System . : 08y  [(electricity)
Total 18 62 10436 Total amount of energy consumed 113 109 149.66
EN8. Total water withdrawal by source (Unit:m’)
Type 2012 2013 2014
BNK Financial Group - - 1,144
Busan Bank - - 23,627
Kyongnam Bank - - 18,892
BNK Securities - - 1,334
BNK Capital - - 1,461
BNK Savings Bank - - 491
BNK Credit Information - - 291
BNK System - - 307
Total 33,821 44,107 47,547

* It is for the main building of the Group located in Busan, excluding branches and
dormitories.

EN23. Total waste by type and disposal method

a.General waste (Unit: ton)
Type 2012 2013 2014
Busan Bank - - 131
Kyongnam Bank 2481 2125 1513
BNK Credit Information - - 6.5
BNK System - - 0.5

*Waste generated upon newly constructing the head branch of Busan Bank
*Waste generated upon remodeling and reconstructing the head branch
of Kyongnam Bank

b. Waste from construction sites

(remodeling and reconstruction) (Unit: ton)
Type 2012 2013 2014
Busan Bank - - 41038
Kyongnam Bank 74 8 164

EN30. Significant environmental impact due to

employee' business trip (Unit:km)
Type Airport Railway Bus
BNK Financial Group 6,357 155,535 -
Busan Bank - 536,955 -
Kyongnam Bank 16,120 1,189,649 31,523
BNK Securities 261,061 105,102 -
BNK Capital 158,077 1,125 -
BNK Savings Bank 2,070 11,443 -
BNK Credit Information - 7,205 -
BNK System 6,437 16,104 -

EN15. Total direct greenhouse gas emissions,

EN16. Total indirect greenhouse gas emissions,

EN17. Other indirect greenhouse gas emissions
(Unit : tonCO,eq)

Type 2012 2013 2014
Total greenhouse gas emissions
Direct Emissions (Scope1) 27 49 87
BNK Financial Group  Indirect Emissions (Scope2) 79 102 95
Other Indirect Emissions (Scope 3) - 5 5
Direct Emissions (Scope1) 395 351 444
Busan Bank Indirect Emissions (Scope2) 3961 3686 3,840
Other Indirect Emissions (Scope 3) - 18 16
Direct Emissions (Scope1) - - 730
Kyongnam Bank Indirect Emissions (Scope2) - - 1653
Other Indirect Emissions (Scope 3) - - 41
Direct Emissions (Scope1) 46 26 128
BNK Securities Indirect Emissions (Scope2) 111 100 86
Other Indirect Emissions (Scope 3) - 8 21
Direct Emissions (Scope1) 89 113 74
BNK Capital Indirect Emissions (Scope2) 154 171 194
Other Indirect Emissions (Scope 3) - 14 1
Direct Emissions (Scope1) 32 41 34
BNK Savings Bank Indirect Emissions (Scope2) 25 137 17
Other Indirect Emissions (Scope 3) - 3 1
Direct Emissions (Scope1) 15 16 170
BNK Credit Information Indirect Emissions (Scope2) 51 59 54
Other Indirect Emissions (Scope 3) - 1 1
Direct Emissions (Scope1) 25 26 27
BNK System Indirect Emissions (Scope2) 48 68 68
Other Indirect Emissions (Scope 3) - 1 1
Tl EfEnR & Direct Emissions (Scope1) 629 621 1,541
greenhouse gas Indirect Emissions (Scope2) 4429 4322 6,160
emissions Other Indirect Emissions (Scope 3) - 49 95
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SO3. Number of sites (business sites, branches, offices) that evaluated corruption risks (Unit : Number of cases) LA6. Type of injury, Rate of injury occurrence, Rate of injury occurrence while working, Ratio of absent days, Ab-
sence rate, Number of deaths related to work (Unit: Number of individuals, Number of days)
BNK Financial Kyongnam . . BNK Savings BNK Credit
Type Busan Bank BNK Securities  BNK Capital . BNK System Total
Group Bank Bank Information 2012 2013 2014
Total number of sit 1 207 162 4 2 7 1 1 405
ot numbe of ses Type Number of thesick  NUTDETOFSBSENCES b o i, NUMDerOfabSences o g i, Number of absences
Number of sites (head and the injured injury and the injured injury and the injured ¢ injur?l
office or branches) where 1 207 162 4 2 7 1 1 405
corruption risks analysis BNK Financial Group 1 2 3 70 4 95
(dingnosiiltakesiplace Busan Bank 12 594 18 808 15 480
) . 5 . N : : Kyongnam Bank 17 372 17 615 15 987
S08. Amount of major penalties on violating laws and regulations and number of non-financial sanctions BAK Securitios ) ) ) - - )
BNK Capital - - - - - -
Busan Bank Imposition of fines and sanctions on related employees due to the act of ‘transferring the cost on insurance subscription by abusing a dominant posi- BNK Savings Bank B _ B _ 1 9

tion’ (strengthening internal control (intensifying internal control on relevant operations) BNK Credit Inf .
redit Information - - - - - -

Sentence of imprisonment by discovering a cash embezzlement case in a branch through self-inspection, and taking criminal prosecution measures BNK System - - - - - -

Kyongnam Bank against the employees
/ Sanctions including punishment and warnings on the related employees

LA9. Employee training_Training expenses per individual LA9. Employee training_Number of training hours per

Sanctions have been imposed including warnings on the institution and employee reprimand from the Financial Supervisory Service (FSS) due to the (Unit : KRW billion) individual (Unit: hours/individual)
violation of control obligations on the Front End Processor (FES) for overseas investors and a lack of management and operational appropriateness, and
BNK Securities sanctions of the warning on the member and employee reprimand were imposed from Korea Exchange 2012 2013 2014 2012 2013 2014
Th investor FEP control system has been i d by checkingth isioning of ignor-exclusive fi lls and ing b It
eoversgas investor FEP control system has been improved by checkingthe provisioning of consignor-exclusive firewalls and removing bypasses (results BNK Financial Group 1 0 > BNK Financial Group 5 e 10
of the action reported to the FSS)
Busan Bank 27 56 73 Busan Bank 126 135 153
. ‘ o Kyongnam Bank 92 76 35 Kyongnam Bank 87 92 59
LA1. Number and rate of employee hires and employee turnovers (Unit: Number of individuals)
BNK Securities 15 10 36 BNK Securities 34 25 24
2012 2013 2014 BNK Capital 21 28 16 BNK Capital 15 12 15
Type Number of Number of Number of Number of Number of Number of BNK Savings Bank 15 16 7 BNK Savings Bank 25 25 25
employee turnovers employee hires employee turnovers employee hires employee turnovers employee hires BNK Credit Information - - - BNK Credit Information 6 6 6
BNK Financial Group - - - - 1 - BNK System 10 33 47 BNK System 15 59 80.37
Busan Bank 75 159 58 200 60 135
Kyongnam Bank 52 158 51 35 30 106 LA11. Ratio of employees subject to performance assessment and career development review  (Unit: Number of individuals, %)
BNK Securities 12 20 12 13 17 7
BNK Capital 66 147 55 160 97 180 2012 2013 2014
BNK Savings Bank 28 2% 21 20 24 20 Type Number of Total number Ratio of Number of Total number Ratio of Number of Total number Ratio of
i i employees performance  employees performance  employees performance
BNK Credit Information 2 2 3 7 5 7 of employees of employees of employees
evaluated assessment evaluated assessment evaluated assessment
ENR s 10 >3 / 3 ! 19 BNK Financial Group 58 66 88 53 61 87 57 60 9%
. . Busan Bank 2,607 3,121 84 2,661 3271 79 2,663 3374 79
LA3. Rate of return to work and retention rate after maternity leave (Unit: Number of individuals, %)
Kyongnam Bank 2,013 2335 86 2,056 2,309 89 2,193 2,507 87
Number of employees who used Rate of employees that returned to work after  Retention rate of employees returning after DI Seaviss 129 161 80 121 165 73 136 167 8l
Type maternity leave maternity leave one year of maternity leave BNK Capital - - - - - - - - -
Men Women Total Men Women Total Men Women Total BNK Savings Bank 95 95 100 97 107 91 93 103 90
BNK Financial Group - - - - - - - - - BNK Credit Information - - - - - - - - -
Busan Bank - 121persons 121 persons - 96.74 % 96.74 % - 92.56 % 92.56 % BNK System 78 86 91 107 17 91 107 126 85
Kyongnam Bank 1 persons 113 persons 114 persons 100.00 % 9381 % 93.86 % 100 % 93.81% 93.86 %
BNK Securities - 5 persons 5 persons - - - - - -
BNK Capital - 1 persons 1persons - 1 persons 1 persons - - -
BNK Savings Bank - 5 persons 5 persons - 2 persons 2 persons - 1 persons 1 persons

BNK Credit Information - - - - - - - - -

BNK System - 2 persons 2 persons - - - - _ _
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GRI Guideline Index

General Standard Disclosures

Specific Standard Disclosures

It:?sica» Description of the Indicators Page i:gdr:::gzln ai)s(lt.ler:r]\acle
Strategy and Analysis
G4-1 CEO Message 2~3 °
G4-2 Description of key impacts, risks, and opportunities 2~3 °
Company Profile
G4-3 Name of the organization 4 °
G4-4 Primary brands, products, and/or services 28~29, 46~47 °
G4-5 Location of organization's headquarters 116 °
G4t names of cquntr_i_es whefe f;ither the organization has significant operations or that are specifically relevant 24 °
to the sustainability topics in the report
G4-7 Nature of ownership and legal form 4 °
G4-8 Markets served(region-specific, business area, customer/beneficiary type) 28~29, 46~47 °
G4-9 Scale of the reporting organization 4 °
G4-10  Total workforce by employment type, employment contract, and region 105 °
G4-11 Percentage of employees covered by collective bargaining agreements 105 °
G412 Major features of the supply chain related to major activities, products and services of the organization 61,65 °
reported
G4-13  Significant changes during the reporting period regarding size, structure, or ownership BNK Financial GroupVision °
G4-14  Whether and how the precautionary approach or principle is addressed by the organization 10~11 °
G415 tEg;e{;?gagzIczi;\ilgl\fgjgsi;gg?r;wrii,:ggigzzmental, and social charters, principles, or other initiatives to which Explanations about the Report °
G4-16 Memberships in associations and/or national/international advocacy organizations 73 .
Aspects of materiality and boundaries identified
G417 OperaFional structure of the organization covering major departments, companies in operation, subsidiaries, 4 °
and joint ventures
G4-18  Process for defining report content 16~17 °
G4-19  The aspect of materiality identified in the process of defining the content reported 16~17 °
G420 Bounc_iary of the internal report(e.g. nation, business department, subsidiary, leased facility, joint venture, 16~17 °
supplier)
G421 Boundary of the external report(e.g. nation, business department, subsidiary, leased facility, joint venture, 16~17 °
supplier)
ca2r SESELa;a_tsitoarzec;:;i effect of any re-statements of information provided in earlier reports, and the reasons for Explanations about the Report °
G4-23  Significant changes in the scope, boundary, or measurement methods applied in the report Explanations about the Report °
Stakeholder Engagement
G4-24  List of stakeholder groups engaged by the organization 15 °
G4-25  Basis for identification and selection of stakeholders with whom to engage 15 °
G426 Approaches to stakeholder engagement, including frequency of engagement by type and by stakeholder 15 °
group
G427 Key topics and concerns that ha‘ve been raised through stakeholder engagement, and how the organization 16~17 °
has responded to those key topics and concerns
Report Profile
G4-28  Reporting period Explanations about the Report °
G4-29  Date of most recent previous report Explanations about the Report °
G4-30  Reporting cycle Explanations about the Report °
G4-31 Contacts for questions regarding the report or its contents Explanations about the Report °
G4-32  Table identifying the location of the Standard Disclosures in the report Explanations about the Report °
G4-33  Policy and current practice with regard to seeking external assurance for the report Explanations about the Report °
Governance
G4-34  Governance structure of the organization 8~9 °
Ethics and Integrity
G456 The code of actions and principles on missions and core values internally developed in association with the BNK Financial GroupVision °

economic, environmental and social performance

Economics

Indicators Description Page i:fcvj:) dr:::tr;g:‘ aE)s(fjer:‘ile

Economic Performance DMA(Disclosures on Management Approach) 20~21 °
G4-EC1 Economic value generated and distributed 75~103 °
GAECY E:;nngcéal implications and other risks and opportunities for the organization's activities due to climate 3435 °
G4-EC3  Coverage of the organization's defined benefit plan 106 °
G4-EC4  Significant financial assistance received from government -

Market status DMA(Disclosures on Management Approach) 20~21 °
GA-ECS Egggaeﬂz;ratios of standard entry level wage compared to local minimum wage at significant locations of 106 °
G4-EC6  Rate of local residents in the upper-rank managers 106 °

Indirect economic effects DMA(Disclosures on Management Approach) 26~27,40~41 °
G4-EC7 Development and impact of infrastructure investments and services provided primarily for public benefit 28~29,42~47 °
G4-EC8 Indirect economic impacts 28~29,42~47 °

Environments

Energy DMA(Disclosures on Management Approach) 34~35 °
G4-EN3  Direct energy consumption within the organization 106
G4-EN4  Energy consumption outside the organization -

G4-EN5  Unit of energy source 38 °
G4-EN6  Amount reduced for energy usage 38 °
G4-EN7  Amount of energy reduction in products and services -

Emissions DMA(Disclosures on Management Approach) 34~35 °
G4-EN15  Direct greenhouse gas emissions by weight 107 °
G4-EN16  Indirect greenhouse gas emissions by weight 107 °
G4-EN17  Other relevant indirect greenhouse gas emissions by weight 107 °
G4-EN18  Source unit for GHG emissions 36 [
G4-EN19  GHG reduction -

G4-EN20  Emissions of ozone-depleting substances by weight - Ng‘g;r?go;?;;gg;sg °
G4-EN21 NOx, SOx, and other significant air emissions by type and weight -
Labor

Employment DMA(Disclosures on Management Approach) 48~49 °
G4-LA1  Total number and rate of employee hires and employee turnover 108 °
G4-LA2  Benefits provided to full-time employees 54~55 °
G4-LA3  Rate of return to work and retention rate after maternity leave 108 °

Labor management DMA(Disclosures on Management Approach) 48~49 °
G4-LA4  Prior notice period resulting from operational changes 53 °

Training and education DMA(Disclosures on Management Approach) 48~49 (]

G4-LA9  Average hours of training per year per employee by employee category 50,109 °

GA-LATO Programs fgr skills management and erlong_ learning that support the continued employability of employ- 5051 °
ees and assist them in managing career endings

GALATT Ratio of employees that were subject to regular reviews on performance & career development (by gender/ 109 °
employee type)

Diversity and non-discrimination DMA(Disclosures on Management Approach) 48~49 °
GALAT2 Comppsit\'pp of emp\oyees_ and_ the board_of{jirectors based on diversity indicators, including gender, age 105 °

and minorities and other diversity-related indicators

Ombudsman mechanism on labor practice DMA(Disclosures on Management Approach) 48~49 (]
GA-LATH Number of complaints resulting from labor practices and number of complaints resolved through the official 53 °

Ombudsman mechanism

111
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Specific Standard Disclosures
Human Rights

Assurance Statement on GHG Emissions

Indicators Description Page 'Addmor?al External
information assurance
Non-discrimination DMA(Disclosures on Management Approach) 48~49 °
G4-HR3  Total number of incidents of discrimination and actions taken 52 °
Freedom of collective bargaining and the right to organize DMA(Disclosures on Management Approach) 48~49 °
GA-HR4 Business areas or suppliers with high possibilities of violating the freedom of association and collective bargaining and 52 °
preventive measures
Child labor DMA(Disclosures on Management Approach) 48~49 o
Operations identified as having significant risk for incidents of child labor, and measures taken to contribute to the
G4-HR5 : . 52 °
elimination of child labor
Forced labor DMA(Disclosures on Management Approach) 48~49 °
Operations identified as having significant risk for incidents of forced or compulsory labor, and measures to contribute
G4-HR6 L 52 °
to the elimination of forced or compulsory labor
Society
Communities DMA(Disclosures on Management Approach) 40~41 °
64501 Nature, scope, and effectiveness of any programs and practices that assess and manage the impacts of operations on 43~46 °
communities
G4-S02  Locations of operations that might harm community significantly either potentially or in practice 43~46 °
Product Responsibility
Product and service labeling DMA(Disclosures on Management Approach) 26~27 °
G4-PR3 Product and service information, and information type of products and services required in the labeling procedure 28~29, 46~47 °
G4-PR4  Number and form of violating laws and voluntary regulations on product and service information labeling 28~29,46~47 °
G4-PR5  Number and form of violating laws and voluntary regulations on product and service information labeling 31 °
Marketing DMA(Disclosures on Management Approach) 26~27 °
) . ) No cases that Products
G4-PR6  Products whose sales are banned or which has stirred disputes whose sales are °
G4-PR7 Number and form of violating laws and voluntary regulations on marketing communication including advertisement, 108 °
promotion and sponsorship
Regulations DMA(Disclosures on Management Approach) 26~27 °
Monetary value of significant fines for non-compliance with laws and regulations concerning the provision and use of
G4-PR9 . 108 °
products and services
Financial Services
Product portfolios DMA(Disclosures on Management Approach) 26~27 °
G4-FS1 Policies on environmental and social components applied to the business -
G4-FS2  Assessment and review procedures for environmental and social risks in business fields -
GAFS3 Process of monitoring the implementation of and compliance with customers' environmental and social needs in a 30 °
contract or transaction
GAFS4 Process of strengthening employee competency for implementing environmental and social policies and procedures -
in business fields
GAFS5 Interaction between customers, investors and business partners in association with environmental and social risks and 38 °
opportunity elements
G4-FS6  Percentage of the portfolio for business lines by specific region, size and by sector
G4-FS7  Currency value of products and services designed to provide certain social benefits in each business field specified 29 °
Currency value of products and services designed to provide certain in environmental benefits in each business field
G4-FS8 ) 30 .
specified
GA-FSO Scope and frequency of the application of audits that assess the implementation of environmental and social policies R
and risk assessment process
G4-FS10 Ratio of assets subject to environmental and social reviews among that have incorporated portfolios of financial R
institutions
G4-FS11 Ratio of assets subject to environmental and social reviews through both positive and negative methods -
GAFSI2 Measures on decision-making of shareholders on environmental and social issues within the scope where reporting -
agencies have the influence in making decisions
Communities DMA(Disclosures on Management Approach) 26~27 °
G4-FS13  Access points by type in regions with little population or no economic benefits 32 °
G4-FS14  Initiatives to improve access to financial services for the underprivileged 32 °
Product Responsibility DMA(Disclosures on Management Approach) 26~27 °
G4-FS15  Policies on fair design and sales of financial products and services 28 °
G4-FS16  Initiatives to intensify financial knowledge (education) by recipient type 31~32 °

Introduction

DNV GL Business Assurance Korea Ltd. ("'DNV GL") was commissioned by BNK FNC Group to verify the BNK FNC Group’s Greenhouse Gas
Emissions for the calendar year 2014 (“the report”) based upon a limited level of assurance. BNK FNC Group is responsible for the prepa-
ration of the GHG emissions data on the principles set out in ISO 14064-1:2006. Our responsibility in performing this work is to the man-
agement of BNK FNC Group only and in accordance with terms of reference agreed with them. DNV GL expressly disclaims any liability or
responsibility for any decisions, whether investment or otherwise, based upon this assurance statement.

Scope of Assurance

The emissions data covered by our examination comprise Direct emissions (Scope 1 emissions), Energy indirect emissions (Scope 2 emis-

sions) and Other indirect emissions(Scope 3 emissions) from the BNK FNC Group boundary;

« Reporting period under verification: Calendar year 2014

« Organizational boundary: BNK Financial Group Inc,, Busan Bank (Excluding sales offices), Kyongnam Bank (Head office), BNK Securities Co,,
Ltd,, BNK CAPITAL CO, LTD, BNK savings bank (Excluding branch offices), BNK Credit Information Co,, Ltd., BNK SYSTEM CO,, LTD.

Verification Approach

The verification has been conducted by DNV GL from 14th April through 15th April 2015 and performed in accordance with the verifi-
cation principles and tasks outlined in I1SO 14064-3:2006. We planned and performed our work so as to obtain all the information and
explanations deemed necessary to provide us with sufficient evidence to provide a reasonable verification opinion with 5% materiality
level, concerning the completeness of the emission inventory as well as the reported emission figures in ton CO2 equivalent. As part of the
verification process:

- We have reviewed and verified the BNK FNC Group's Greenhouse gas Management System

- We have reviewed and verified the process to generate, aggregate and report the emissions data

Conclusions

Based on the above verification core elements, it is DNV GL opinion that the data and the information reported in the GHG assertion are free of er-
rors, omissions and misrepresentations providing a fair and balanced quantification, in compliance to the above reported verification criteria. The
GHG Emissions of BNK FNC Group for the year 2014 were confirmed as below;

(Unit: ton CO,e)

Direct emissions Indirect emissions Other indirect emissions
BNKFNC G Total issi
C Group (Scope 1) (Scope 2) (Scope 3) otal emissions
Year 2014 1,541 6,160 95 7,796

% In order to report the GHG emissions as an integer, the rounded number on the statement might be different from the number on the system
with £ 1tCO,.

29th April 2015

— In-Kyoon Ahn Duk-Keun Oh
— - Country Manager : . Lead Verifier
DNV GL Business =T ]
BUSINESE ¥ L
i.:E-L"i.l R '-.!"{t ¥ Assurance Korea Ltd ""'_,_. -

This Assurance Statement is valid as of the date of the issuance (29th April 2015). Please note that this Assurance statement would be revised if
any material discrepancy which may impact on the Greenhouse Gas Emissions of BNK FNC Group is subsequently brought to our attention. In
the event of ambiguity or contradiction in this statement between English version and Korean version, Korean shall be given precedent.
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Third - Party Assurance Report

Introduction

DNV GL Business Assurance Korea Ltd. (hereinafter "DNV GL") is commissioned to carry out the assurance engagement of the 2014 Sus-
tainability Report (hereinafter “the Report”) of BNK Financial Group. This engagement focused on the information provided in the Report
and the underlying management and reporting processes. BNK Financial Group is responsible for the collection, analysis, aggregation and
presentation of all information within the Report. DNV GL's responsibility in performing the work follows terms of reference and scope of
work agreed. The assurance engagement is based on the assumption that the data and information provided to us is complete, sufficient
and authentic. BNK Financial Group’s stakeholders are the intended recipients of the assurance statement.

Scope of Assurance

This Assurance Engagement covered data and information presented only in the report. The scope of DNV GL's Assurance Engagement includes

the review and assessment of followings:

« Evaluation of the reporting principles for defining the sustainability report content and the quality in the Global Reporting Initiative (GRI)
Sustainability Reporting Guidelines 4.0

« Evaluation of adherence to Reporting Principles defined in GRI G4.0

« Check of GRI 4.0 Disclosure level against GRI 4.0 Disclosure option

« Visit to Headquarter of BNK Financial Group

Limitation

The engagement excludes the sustainability management, performance and reporting practices of BNK Financial Group's suppliers, con-
tractors and any third-parties mentioned in the Report. DNV GL did not interview external stakeholders as part of this Assurance Engage-
ment. Any financial information from BNK Financial Group's annual report and company reporting on operations in 2014 or other sources
are not included in the scope of the Assurance. Economic performances based on the financial data were cross-checked with internal doc-
uments and the audited financial statements. The aggregation and calculation process for building economic performances is reviewed
and tested by the verification team. The baseline data for Environmental and Social performance are not verified, while the aggregated
data are used for the verification. DNV GL expressly disclaims any liability or coresponsibility for any decision a person or an entity may
make based on this Assurance Statement.

Verification Methodology

The Assurance Engagement was planned and carried out in accordance with the DNV GL Verification Protocol for Sustainability Reporting
(VeriSustainTM V4.1). As part of the verification, we challenged the sustainability related statements and claims made in the Report and
assessed the robustness of the underlying data management system, information flow and controls. In accordance with the Protocol, the
Report was evaluated with regard to the following criteria: DNV GL has examined and reviewed documents, data and other information
made available by BNK Financial Group. We performed sample-based audits of;

« The process for determining the materiality of the contents to be included in the Report.

« The process for generating, gathering and managing the quantitative and qualitative data in the Report.

« The accuracy of data

« Disclosure option of GRI G4.0

Conclusion

In DNV GL's opinion, and based on the scope of this Assurance Engagement, the report provides a reliable and fair representation of BNK
Financial Group’s sustainability strategy, policy, practices and performance in 2014. The report is prepared “In accordance with Core option”
of GRI G4.0. Further opinions with reporting principles in the GRI G4.0 are made below;

-

. Stakeholder Inclusiveness
Regarding sustainability issues, BNK FINANCIAL GROUP has engaged with a wide range of stakeholders. 6 stakeholder groups which are
customers, employees, local communities, business partners, shareholders and investors are defined in the Report. Various ways of en-
gaging stakeholders and key issues associated with Assurance Statement Nr. AS_PRJC-517272-2014-AST-KOR_En Page 2/2 respective
stakeholder groups are also presented in the Report. Concerns of the stakeholders are reflected in the report through the survey.

2. Materiality
The materiality determination process is clearly presented in the Report. The inventory of material issues is reviewed every year. Material is-
sues have been determined through review of peer group benchmarking, media analysis, survey and interview based on the international
standard (GRI G4 Aspects). The material issues have been identified and prioritized based on the stakeholder’s opinion.

3. Completeness:
Materiality issues determined from the materiality determination process are presented without omission in the report.

4.Findings in relation to specific sustainability performance information:

DNV GL has evaluated the reliability of data and information about Greenhouse gas, waste, Business Travel distance, occupational
accidents. DNV GL has interviewed the personnel responsible for the data and information in order to figure out the generation, ag-
gregation and processing of data and information and reviewed the relevant documents and records based on which the statements
in the Report are addressed. The reporting of the sustainability performance presented in the Report make it possible to understand
the company's impact in economic, social and environmental areas, as well as the company’s achievements in those regards. BNK Fi-
nancial Group has developed an effective methodology for gathering the specific information and data respectively for reporting. The
personnel responsible for the data are able to demonstrate to trace the origin and interpret the data in a reliable manner as per internal
process. Therefore, the specific data and information are found to be identifiable and traceable. From our analysis of the data and infor-
mation and BNK Financial Group’s processes, DNV GL concludes that the data and information included in the Report are the results of
stable and repeatable activities.

Opportunities for Improvement

The following is an excerpt from the observations and opportunities reported to BNK Financial Group’s management. However, these do
not affect our conclusions on the Report and are provided to encourage continual improvement.

- Itis recommended that BNK Financial Group establish internal reporting principles, frameworks or guidelines for consistent sustainability

reporting from subsidiaries.

Statement of Competence and Independence

DNV GL is a leading provider of sustainability services, including the verification of sustainability reports. Our environmental and social
assurance specialists operate in over 100 countries. DNV GL was not involved in the preparation of any statements or data included in the
Report except for this Assurance Statement. DNV GL maintains complete impartiality toward stakeholders interviewed during the verifica-
tion process.

1 Seoul, Republic of Korea
i-l'ﬂ}

BLSINESE InK Ah
m LS TRANLE o \ n-Kyoon Ahn
.-/d’/ Country Representative
Lt “ DNV GL Business Assurance Korea Ltd.
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Explanations about the Report

BNK Financial Group practices the Happiness with You to make a loving world. We have published
our third Sustainability Report of BNK Financial Group and we hope to form a creative financial mar-
ket environment based on sustainability principles to fulfill social responsibilities in finance and take
the lead in future finance that makes every stakeholder happy.

Guidelines

The 2014 Sustainability Report has been prepared in accordance with the Global Reporting Initia-
tive (GRI) G4 serving as the international sustainability standard. The third-party assurance has been
conducted in accordance with the requirements of VeriSustainby DNV GL as a neutral verification
body, and the assurance level is Type 1 (applying Type 2 for some items). Details are available in the
third-party assurance reporton p.111.

Reporting Period and Scope

The data of this report covers the period from January 2014 to December 2014. In case of quan-
titative performance, the data for the last three years from 2012 to 2014 has been provided for a
better understanding of trend changes and comparability.The scope of the report covers the head
officesand branches of seven affiliates, including BNK Financial Group, Busan Bank and Kyongnam
Bank, and the data from overseas offices and branches has been quoted. For financial data, K-IFRS
has been applied on a consolidated basis. For modifications in evaluation criteria and the scope of
data collection, reasons for the modification and outcome are notified on the relevant items.

Inquiries on the Sustainability Report

For detailed information on BNK Financial Group’s Sustainability Report, please refer to its website
and the website of its affiliates

Strategy and Planning Division of BNK Financial Group

30 Munhyeongeumyung-ro, Nam-gu, Busan
Tel. 051-620-3042

Fax. 051-620-3040

E-mail : sustainability@bnkfg.com

BNK Financial Group  http://www.bnkfg.com

Busan Bank http://www.busanbank.co.kr
Kyongnam Bank http://www.knbank.co.kr
BNK Securities http://www.bnkfn.co.kr

BNK Capital http://www.bnkcapital.co.kr

BNK Savings Bank http://www.bnksb.com
BNK Credit Information http://www.bnkci.co.kr
BNK System http//www.bnksys.co.kr
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