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out the Report

Reporting Principles and Standards

This is the seventh Sustainability Report published by BNK Financial Group.
BNK Financial Group’s annual Sustainability Report aims to disclose to
stakeholders the economic, environmental, and social performance
achieved through sustainability management practices.

Reporting Period

The Sustainability Report is based on sustainability management
performance of BNK Financial Group from January 1 to December 31,
2018. For information that can have a significant impact on stakeholders’
decision-making including governance, the report includes data up to the
first half of 2019. Data from the last three years is also presented to help
readers quantitatively identify progress.

Scope of Reporting

The report covers eight affiliates of the BNK Financial Group - Busan Bank,
Kyongnam Bank, BNK Capital, BNK Securities, BNK Savings Bank, BNK
Asset Management, BNK Credit Information, and BNK System. When
necessary, performance related to overseas business is disclosed.

Reporting Principles and Standards

This report was written according to the Core option of the Global Reporting
Initiative (GRI) Standards.

Financial information is written on a consolidated basis in accordance
with the Korean International Financial Reporting Standards (K-IFRS).
The balance for loans and deposits, customer satisfaction indicators, GHG
emissions, and social contribution investments are covered in the report,
based on the exclusive individual standards of BNK Financial Group.

Third Party Assurance

In order to ensure the reliability of reporting information, we have been
verified by Korea Quality Foundation, a third party assurance report. The
results of the verification are shown on p.102 of this report. Financial
information was provided by an independent auditor’s audit.

BNK Financial Group Included in the DJSI
for Four Consecutive Years

For four consecutive years, BNK Financial Group
was included in the Dow Jones Sustainability Index
Asia-Pacific, an index jointly developed by S&P Dow
Jones Indices of the U.S., which serves as a global
institution that assesses and invests in sustainability
management, and RobecoSAM of Switzerland.
DJSI is the world’s premier sustainability index for
assessing financial performance, social contribution,
and impact on the environment each year for the
world’s top 500 global companies. BNK Financial
Group has been included in the DJSI for the past four
years, having been recognized for its steady activities
and efforts in key assessment areas, including
favorable management performance, society, and the
environment. BNK Financial Group will do its utmost
to grow sustainably as a century-old company, while
fulfilling responsibilities as a regional financial group.
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CEO Message

BNK Financial Group, established in March of 2011, has endlessly innovated and challenged itself despite the tough
business environment at home and abroad. Such efforts have led the Group to establish itself as Korea’s representative
financial group with eight affiliates (Busan Bank, Kyongnam Bank, BNK Capital, BNK Securities, BNK Savings Bank, BNK
Asset Management, BNK Credit Information, and BNK System). This is attributable to our stakeholder’s unwavering trust
and support for the Group as customers, shareholders and the local community. | would like to express my genuine
gratitude once again on behalf of all employees at BNK Financial Group.

BNK Financial Group has shared not only its business strategies but also the values of corporate social responsibilities
and its future roadmap through the annual Sustainability Report. Moreover, the Group has done the utmost to establish
a transparent management system and a sound corporate culture under the goal of social responsibilities in the name
of “Happy Finance, Giving Hope.” As a result, the Group’s prestige has been recognized in the global market by being
included in the Asia-Pacific Index of the world’s renowned DJSI (Dow Jones Sustainability Index) for four consecutive years.

BNK Financial Group promises to pour in further efforts to achieve the Group’s mid- to long-term business goal of
‘GROW2023, takeoff as a global financial group’through qualitative and quantitative growth, recognizing its calling
as a group that has developed alongside the customers and the community for half a century. The Group seeks to
implement the following values of priority for its sustainable development:

lRaising values for customers}

BNK Financial Group will provide differentiated customer services to ensure customers’ success and financial happiness.
The Group will also protect financial consumers from diverse financial difficulties, and run wide-ranging programs to
enhance convenience in financial accessibility for financial consumers which will be developed further by reflecting
thoughts and voices of customers throughout the business management.

IBoosting transparency in corporate management and governancel

BNK Financial Group will take the lead in making a variety of improvements to satisfy the social demands of ‘transparent
management systems’ and ‘advanced corporate governance.” The Group will strive to gain more trust by raising
transparency in management and governance by fully guaranteeing the independence of the board of directors and
appointing directors equipped with a broad spectrum of experiences and expertise.

I'Creating social values in finance,

The Group will solidify the basis for all its affiliates to achieve continued growth together, while being attentive
to such issues as human rights, labor, the environment and anti-corruption based on its management
principle. Furthermore, the Group will push itself further to develop products with public interests for the
underprivileged, and extend loans and investment for SMEs and start-ups. The roots of BNK Financial
Group are embedded in the local community. The Group will fulfill the social responsibilities of finance by
disseminating social contribution in the community and expanding support for education and mecenat projects.

lFostering talents - investment for the future,

Amid the business expansion of companies in the non-financial sector such as communications, retail and IT, etc. and
the launch of internet-only banks brought on by innovation in digital technologies, the financial sector is faced with
a new paradigm. Also, the uncertainty in the internal and external management environment requires continuous
changes and innovation.

BNK Financial Group plans to pour in significant investment and support for the future of its organization and
employees in tandem with the Group’s philosophy for talent management - ‘Finance is centered on people.’
Furthermore, the Group will make further efforts to establish a corporate culture where work-life balance can be
embodied within BNK.

Lastly, | look back on what BNK has achieved so far through this report and | am delighted for an opportunity to dream
a better future with you - customers, shareholders and the community. BNK Financial Group will make the best efforts
to grow and develop with you by fulfilling foundational roles in finance. | sincerely ask for your genuine interest and
encouragement.



161 BNK Financial Group will make
the best efforts to grow and develop
with you by fulfilling foundational roles in finance. mlm

CEO of BNK Financial Group Ji-Wan Kim
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Introduction of BNK Financial Group

Outline of
BNK Financial Group

Headquarters

Busan Bank 30
Munhyeongeumyung-ro
Nam-gu, Busan

Business Portfolio of Subsidiaries

Banking

Our two banks conduct all of major banking
businesses such as taking deposits and providing
loans, foreign exchange, payment guarantees,
and the issuance of and investment in securities.
In addition, it offers auxiliary services, including
receiving payments into the National Treasury, and
keeping securities in custody under the Banking
Act, trust business, credit card business, and
bancassurance services.

Specialized Credit
Finance

BNK Capital is a financial service
provider that engages in
installment financing, facility
leases, commercial loans, and
new technology project financing.
It generates profit in a variety of
fields including lease financing, auto
financing, and corporate loans.

Financial Investment

Our two financial investment affiliates help distribute
capital efficiently by providing financing options to
those who need funds and investment opportunities
to investors. They also perform investment trading,
investment brokerage, collective investment, and
discretionary investment according to the Financial
Investment Services and Capital Markets Act.

Date of Foundation
March 15,2011

BN BusanBank
BNIK Kyongnam Bank

B N I’\ Capital

BN securities

BNV\ Asset Management

Established on March 15th, 2011 as Koreas first financial holding company of local banks, BNK
Financial Group acquired Kyongnam Bank in 2014 and changed its name into'BNK Financial
Holdings'in 2015. BNK Financial Group has established itself as Korea’s top-notch regional financial
group with eight affiliates, and for 2019, the Group strives to push for a takeoff as a global-standard
financial group by announcing'GROW 2023’, the Group’s mid-and long-term business strategy and
new management vision.

(20184 128 31 7|F)

aill

Total Assets
KRW 119 trillion

Net Income
KRW 502.1 billion

CEO
Ji-Wan Kim

Organization and Employees

8 Affiliates, 4 Overseas

Subsidiaries,
7,168

Savings Banking

The bank raises funds by taking deposits, and
provides long-term and short-term loans mainly
to the underprivileged. Additionally, the bank
provides other financial services, including
domestic exchange and the services of the Korea
Financial Telecommunications and Clearing
Institute.

B NK Savings Bank

Credit Investigation
o and Collection Agency
BNIL o™ Service
Happy Finance
GivingHope

BN credit information

This affiliate conducts investigations

on debtors’ assets and collects
debt on behalf of creditors.
Specifically, it looks into credit
records, urges debtors to repay their
debts, receives debt payments on
behalf of creditors, and determines

debtors’ whereabouts.

B N I’\ System

System Development and Supply

This affiliate is responsible for accurately analyzing
customers’ needs and providing integrated financial
IT services, including system consulting, set-up,
and operation, so as to proactively respond to the
changing financial environment.




Organization and BNK Financial Group runs 379 branches and 114 offices in Korea, and 28 branches and 3
Global Network of representative offices abroad as of the end of 2018. BNK Capital, in particular, has subsidiaries in

BNK Financial Group

Status of Networks

four locations in Southeast Asia and Central Asia including Myanmar, Laos and Kazakhstan, running
a sales network focused on microfinance and automotive loans. They are expected to grow rapidly
as automotive finance and microfinance markets have gradually expanded in those countries.
Opening of a branch of BNK Capital in Kazakhstan in November 2018 is expected to be a gateway
for advancing into the fast-growing Central Asia.

(Unit: sites)
As of December 31,2018
Domestic Overseas
Classification Total
Branches Offices Branches Representative Offices
Financial Holding BNK Financial Group 1 - - - 1
Company
Affiliate BNK Busan Bank 172 80 2 3 257
BNK Kyongnam Bank 161 29 - - 190
BNK Capital 34 - - - 34
BNK Securities 4 - - - 4
BNK Savings Bank 3 5 - - 8
BNK Asset Management 1 - - - 1
BNK Credit Information 2 - - - 2
BNK System 1 - - - 1
Sub-subsidiary BNKC (Cambodia) - - 4 - 4
Microfinance Institution Plc.
BNK Capital Myanmar Co., Ltd - - 20 - 20
BNK Capital Lao Leasing Co., Ltd - - 1 - 1
MFO BNK Finance Kazakhstan LLP - - 1 - 1

Total

379 114 28 3 524




BNK Financial Group Sustainability Report — 2018

4

Z\

L.

Vision and Management Strategy

Management Philosophy

and Vision

Group’s Vision Map

m

Management
Philosoph

faane)
&/

Management
Vision

&

Strategy Goals

Strategic Tasks

1 NN

Core Values

BNK Financial Group proactively implements detailed tasks in tandem with new management
vision ‘GROW2023’ to grow into a “Global Standard Financial Group” based on the management
Philosophy “Toward the world with the region, toward a better future with customers.” BNK
Financial Group has served as a reliable partner in regional finance and plans to grow as Global
Standard Financial Group with unwavering love and encouragement of customers and the
community.

BNK Financial Group will secure the world’s best competitiveness based on asset soundness,
non-interest income, and expansion of profit from non-banking affiliates to become a
substantive Financial Group.

Toward the world with the region, toward a better future with customers
Head to the world & lead to better life

Global Standard Financial Group
Grow one, Grow with

@reat ®ace @ptimized @ell-balanced

Portfolio
(non-banking
affiliates 30%)

Financial Group for Global
(ROE 10%) (Global 5%)

Digital Experience
(Customer on Demand)



Strategic Goals for the New Management Vision of GROW2023

GROW2023
4 Strategic Goals

//@ reat\ \

\Financial Group |

\\ioe 10%)//
J/ @ace\\
| forGlobal |

\\\(global S%V/

O Great Financial Group

Focus on qualitative growth
especially in soundness and
profitability, accomplish “ROE
10%,” the global standard

Race for Global © //*'\\
Expand to overseas network / @pﬁmized \
to generate 5% of group { Digital Experience “
ROE in global business. \ /

(Customer on
Demand)

{
\

Well-Balanced Portfolio ©

Based on well-balancesd business portfolio, generate 30%
of group profit from non-banking affiliates
Medium-and Long-Term Development Roadmap

Laying a Solid Foundation Taking Off

T T

Stage 2
(2021~2022)

Stage 1

(2019~2020)

6 ell-balarQ\
| portfolio \‘

(non-banking /

\a\fﬁliates 3OW

O Optimized Digital
Experience
Transform into Full
Digitalization Financial

group within “Customer-
centered digitalization”

Attaining the Goal
Global Standard Financial Group

Maximize group-wide synergy

+ Specialized WM and CIB business
- Diversify and Expand Business Portfolio
« Pursue overseas expansion in Southeast Asia

Promote balanced growth by
strengthening substantiality

+ Promote Balance of growth by efficient
management of WM/CIB Business

+ Set up specialized IB business

+ Set up a growth engine to leap as a
Digital Financial Group

Complete ‘Grow 2023 Roadmap’
through qualitative and quantitative
growth

+ Accomplish WM/CIB business on a Group-level
« Leap for integrated financial service

« Transform to Digital Financial Group
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2018 Highlights of BNK Financial Group

BNK Financial Group,
Opening the CIB Center in Seoul

BNK Financial Group opened a CIB Center in Seoul
within the Seoul Branch of BNK Securities in Yeouido
on January 17, 2019 to reinforce corporate investment
banking (CIB) and expand cross-affiliate synergies.
Seoul CIB Center provides one-stop corporate banking
solutions with 40 people as a specialized workforce
in corporate banking (CB) and investment banking
(IB) of Busan Bank, Kyongnam Bank and BNK Capital
with IB business of BNK Securities at the core. The
center offers wide-ranging corporate banking services
including capital increase, issuance of corporate bonds,
project financing and M&As along with corporate
banking products including loans and foreign exchange

products.
‘ AR

BNK Financial Group, receiving an Excellent
grade on the Performance Evaluation in the
Technical Financial Bank Sector

The Financial Services Commission conducts performance
evaluations on technical financial banks each year in the
first and second half of the year. Technical finances, as a
system for banks in assessing technical skills and growth
potential of companies and supporting funds in the forms
of loans and investments, the commission evaluates the
technical financial performance of banks by considering
the loan scale and support capability. In the first half of
2018, Busan Bank ranked first in the technical financial
performance in the small bank sector and Kyongnam
Bank ranked second in the second half of the year. BNK
Financial Group will continue to make various efforts for
the growth of prospective technology startups in the region
as a leading technical financial bank.

BNK Financial Group,
Opening ‘BNK Talent Development
Institute’ to Reinforce Talent Development

BNK Financial Group opened BNK Talent Development
Institute directly under the chairman on January 10,
2018 to reinforce competitiveness in the future and
develop financial specialists. The institute conducts
diverse training programs including cross-affiliate
joint training, customized training, capacity build-up
programs for the top management of the Group and
capacity build-up programs for managers to-be (each
department/division/branch manager in the banks).
Opening of the institute to supervise employee training
in all affiliates of BNK is expected to drive synergy as
‘One Company.’
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Busan Bank, 1st place

in technical financial
performance evaluation
in the first half of 2018

Kyongnam Bank, 2nd place
in technical financial
performance evaluation
in the second half of 2018
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BNK Securities,
Opening an Office
in the Financial Hub of Yeouido

BNK Securities completed a procedure to relocate its
office to the main building of Samsung Life Insurance
in Yeouido in Yeongdeungpo-gu as of January 1, 2018,
reflecting the commitment of the CEO to kick off the
securities business anew in Yeouido upon ushering in
2018. Yeouido is a hub of the domestic financial and
securities sectors, accommodating Korea Exchange
and the Financial Supervisory Service, and a place of
flourishing interactions including information exchange
with other securities companies.

BNK Financial Group,

Opening ‘BNK Digital Innovation Center’ for
Digital Competency Buildup

BNK Financial Group opened ‘BNK Digital Innovation
Center’ on 5F of the main branch building of Busan
Bank on May 8, 2018 in order to boost the Group-driven
R&D competency and spearhead digital transformation.
BNK Digital Innovation Center is an organization
to research new digital technologies to provide
optimized digital services to customers by focusing
on competency of digital specialists within the Group.
BNK Financial Group plans to do the best to offer the
Optimized Digital Experience to customers by opening
the innovation center.

BNK Capital,
Opening MFO BNK Kazakhstan LLP as the
4th Overseas Subsidiary

BNK Capital completed the opening of MFO BNK
Kazakhstan LLP as the 4th subsidiary after the ones in
Myanmar, Laos and Cambodia on November 6, 2018.

Kazakhstan as the economic center of Central Asia
has huge potentials for future development where the
microfinance and automotive finance markets grow
fast. While BNK Financial Group contributes to the
economic growth of Kazakhstan by successfully tapping
onto the retail banking market, the Group strives to
achieve the new corporate vision of ‘Race for Global.”

= BNIK 7 ARl

Kazaknstan







#1. Great Financial Group

#2. Race for Global

#3. Optimized Digital Experience

#4. Well-Balanced Portfolio
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/> #1. Great Financial Group

BNK Financial set a target of ‘10% Return on Equity (ROE)” which is a global standard that will enable us to take off as a Great
Financial Group. It implies that we will achieve a net income of KRW 1 trillion through ‘qualitative’ growth based on soundness and
profitability of banking affiliates, and non-banking affiliates with high ROE.

Strategies to become
a Great Financial Group

Due to the rapidly changing financial environment, interest income in the banking sector
has reached its limits, and on the other hand, growth in the capital market is gaining more
attention. As such, BNK Financial Group recognizes that the future competitiveness of the
Group lies in boosting competitiveness in the banking sector, enhancing high growth/high
yield non-banking businesses, and bolstering WM/CIB. We seek to move forward as a global-
standard financial group by attaining a net income of KRW 1 trillion and ROE of 10% by 2023
through robust competitiveness with a mid- to long-term perspective.

Banking Non-interest income

Non-banking S

Interestincome H + For maintenance or strategic reduction /‘ -
o For expansion of Wealth Management (WM) and
Corporate Investment Banking (CIB) /‘ / 2023 \
~ ROE of 10%, \
+ For reduction of SG&A based on channel innovation H |
SG&A/Bad debt expense digitization o i Net income of |
+ For establishment of high yield asset-oriented KRW 1 trillion
- portfolios and growth in soundness
N\
High profitability H « For promotion of high-ROE affiliates organic growth/‘ \\‘—“’

Measures to Intensify
Competitiveness
of WM and CIB

Percentage of WM customers (with KRW
50 million ~) and share of financial assets

@ Busan Bank

Percentage
of customers

Share of
financial
assets

@ Kyongnam Bank

Percentage
of customers

Share of
financial [ELERE)
assets

Reinforcing WM of the Group as a New Growth Engine

BNK Financial Group strives to expand WM customers on a Group level. Expansion of WM
customers represents the strategies of dramatically improving the market share of Busan Bank
and Kyongnam Bank beyond simply generating non-interest income. In fact, 2.7% of customers
with over KRW 50 million in assets in Busan Bank possess 57.7% of total financial assets in the
bank, while 1.1% of customers with over KRW 50 million in assets in Kyongnam Bank constitute
60.6% of the financial assets.

Accordingly, BNK plans to provide high-quality customer management services by specifying
and sophisticating customer management systems with a focus on core customers of the two
banks on a Group level, and strive to make continued efforts to reinforce WM throughout BNK.

Expanding the Basis for CIB to Strengthen the Capital Market Business

BNK Financial Group plans to continuously increase non-interest incomes through
diversification of profit sources and stabilization of future growth engines. To this end, BNK will
promote the expansion of the CIB base by using a two-track strategy of targeting operation in
Busan, Ulsan, and Kyongnam and the metropolitan capital market.

In addition, we will not only expand investments in PI to improve the asset structure centered
on real estate PF and diversify our portfolio through the expansion of alternative investments
for a stable asset portfolio, but continuously strive to identify various models that will lead to
creation of new profits.




#2. Race for Global

Beyond the domestic market with more limitations as a regional financial group facing low growth and low margins, BNK Financial
Group seeks to enter into new markets where growth potential and profitability are guaranteed, such as Southeast Asia and Central
Asia. To this end, we are preparing to run the race for global expansion with a goal of reaching 5% in global profit.

Establishing Mid- and
Long-Term Globalization
Strategies

Success Models
of BNK Globalization

BNK Financial Group is realigning strategic values of countries where BNK affiliates have
already entered and is establishing mid- and long-term strategies for global advancement
to explore additional markets in Asia. While reviewing the market attractiveness for each
target country based on growth potential and profitability, we are devising sophisticated
advancement strategies based on the success models of financial advancement in target
countries.

BNK Financial Group’s Overseas Advancement

Qingdao, China
Ho Chi Minh, Vietnam )

— Yangon, Myanmar
\ Overseas Offices | ——=° Mumbai, India
R/ )

Hanoi, Vietham

Cambodia
—
S Overseas Branches \H Myanmar
/ Laos |

Kazakhstan ) /

YN
\ Overseas Branches | ——
-

BNIK

Busan Bank

BNIK

Capital

BNK Capital’s Business Model for Southeast Asia

BNK Capital has three overseas subsidiaries in Southeast Asia. The company operates its
microfinance business in its subsidiaries in Cambodia and Myanmar, and its subsidiary in Laos
mostly deals with auto loans.

Southeast Asia not only has a high population but also is experiencing an increase in the
market size and private consumption due to its recent economic growth, so auto finance and
microfinance markets are expected to grow.

Moreover, with BNK Capital’s advancement into Southeast Asia, Busan Bank and BNK
Securities, etc. are reviewing a model for advancement by forming hybrid branches to create
synergies with BNK Capital.

BNK Capital, Advancing into the Financial Sector in Kazakhstan

BNK Capital has conducted a market survey of Kazakhstan since 2016 and established a
subsidiary there in January 2018. Kazakhstan has great potentials in retail finance with low
entry barriers for foreign investors and high interest rates, and its economy is on the rise as an
economic hub of Central Asia. BNK Capital plans to target the Kazakhstani market with a two-
track strategy considering the local needs and appropriate products. The company plans to
focus on auto financing with high-yield products for cities with a high purchasing power, and
approach other regions with profit-oriented microfinance products.
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/> #3. Optimized Digital Experience

“Optimize Digital Experience” is defined as our bank’s transition into a customer-centered digital financial group by achieving full
digitalization throughout the Group. BNK Financial Group is committed to promoting digitalization, believing that it is an area for
continued investment with a long-term perspective leading future survival.

Operational Strategies BNK Financial Group established appro’aches to drive full digitalization on a Group level, while
to “Optimize Digital planning the ‘Digital Growth Roadmap f?r e.nt.erpr|se-W|de d|g|tal innovation anFI groyvth. We
. plan to wage efforts to boost the Group’s digital competencies by 2023 by designating core
ExPerlence factors for digitalization as sophisticating digital channels, innovating digital-based operations,
facilitating synergies among affiliates through digital alignment, and expanding the digital-

based financial business.

BNK’s Roadmap for Digital Growth

Establishing Expanding Amplifying
the basis areas of utilization competencies

(~2020) (~2021) (~2023)

Redesigning enterprise-wide digital Expanding the areas of digital Spreading digital transformation to each affiliate
strategies utilization such as marketing and creating enterprise-wide digital synergies
Establishing BNK Financial Group adopts infrastructure to utilize new digital technologies such as

cloud, blockchain and open API, through which, the Group takes gradual approaches in
e e . establishing a system for full digitalization. Moreover, continued efforts are underway for
Full Dlgltallzatlon multi-dimensional digitalization including acquiring a pool of digital specialists to set up
digital infrastructure and intensify R&D.

(—{ Cloud % (—{ Blockchain % (—{ Open API %

Infrastructure to Achieve

+ Analyzing use cases for cloud in the financial sector + Implementing pilot projects for blockchain + Providing services for collaborating with external
+ Discovering areas of job functions where + Reviewing and selecting diversely applicable areas companies
conversion into cloud is possible + Verifying through PoC and embodying + Sharing information among affiliates
« Establishing strategies for conversion into cloud technologies + Initiating the expansion of the open AP! of Busan

L ona Group level J L J L Bank on a Group level J

Digital Innovation Center \ \ BNK\ Pusan National University \ Hankuk University of
\ ¢ BNIL }\”dléSt Foreign Studies
cademia
ﬂ) IT Specialist Group at Busan Bank Sy“em Cooperative (Pohang UnlvelsrcyofSuence ) ( UNIST )
and Kyongnam Bank Cluster and Technology
[ Internal workforce and IT resources in the Group ) [ BNK DT Advisory Committee )

BNK R&D




#4. \Well-Balanced Portfolio

BNK Financial Group established a strategic goal of ‘Well-Balanced Portfolio’ to increase the portion of non-banking income, and
diversify its business suited to the global standard. With this goal, we plan to achieve 30% in non-banking income, create stable
income based on balanced portfolios and initiate expansion of the absolute scale of income.

Strategies for Financial groups have recently focused on raising profit in the non-banking sector through
a Well-Balanced bu5|.ness d|v.ersn‘|cat|on |n.stead of resort!ng. to a.prof.|t.mak|n§?7 model cenFere.d orT mcrez.asmg

. the interest income of their banks. Establishing diversified business portfolios implies a higher
Portfolio portion of the non-banking business, in which case, stable operating income can be generated
despite changes in the external environment such as fluctuation in interest rates, foreign
exchange rates and stock prices. BNK Financial Group plans to increase the portion of non-
banking income up to 30%, through which, it seeks to put in place a substantial profit model.

Acquiring the basis for a Well-Balanced Portfolio — Generating stable income

stable Income Achieving the mini level in fluctuation of i based balanced
Generation * Achieving the minimum level in fluctuation of income based on a balanced |
€ portfolio of 30% in the non-banking business J

-

+

Increasing the Complementing income in the low-growth & low-margin banking business
Absolute Scale and responding to the high-growth capital market on a greater scale

of Income of the. ——————9 . Leading financial holdings companies currently generate non-banking ]
Group income of 30% /

_

Performance A higher portion of the non-banking income of BNK has been met with continued growth
in Non-Banking Business since 2015. Our net income in the non-banking business constituted 16.2% out of total net

. . income of the Group at KRW 99.9 billion. This is an outstanding achievement compared to
of BNK Financial Group the contribution of net income of only 10% in 2015. We plan to make continued efforts to
strengthen profitability of non-banking affiliates and attain 30% in the portion of income.

Non-banking business’ contribution to net

B 2018
Income (Units: %, KRW billion) B
K
Non-banking Capital 13.6% T
business’ contribution 2017
to netincome
2018 °16.2
2017 015.6
2018 [EESTTeT)
2016 ©10.1 sBNI&
ecurities 0
2017 500% T
2015 09.4

1) Excluding the holdings company’s and
consolidated returns

2) Before excluding the net income of non-
controlling interests BNIL

Savings Bank 0
2017 34.5% 1

pl kR 156billion
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and Materiality Test
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BNK Way 02
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BNK Way 03
Responsibility and Trust
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Engagement with Stakeholders and Materiality Test

Engagement with
Stakeholders and
Materiality Test

Stakeholders

relations, business reports,

+ Other programs of cooperation

+ Shareholders’ meeting, investors

management disclosure (frequent)
+ Korea Federation of Banks, product
and service benchmarking (frequent)

broadcasting, radio (frequent)

protection (frequent)
+ Industry-academia cooperation,

+ Local newspaper, daily newspaper,

+ Environmental protection activities,
financial products for environmental

financial training programs (frequent) /

BNK Financial Group conducts a materiality test before publishing the annual Sustainability Report
in order to identity interests of the stakeholders and effectively reflect them in our management
activities. The Group formed a basic pool of issues based on relevant international standards and
sustainable management indicators including GRI Standards, ISO 26000 and DJSI, and assessed
priorities of issues for BNK’ sustainable management reflecting results from media analysis,
benchmarking of other companies and surveys completed by sustainable management experts
and internal stakeholders. The issues that have been finally confirmed through this procedure are
transparently disclosed in the Sustainability Report.

BNK Financial Group defined five stakeholder groups to more efficiently manage the needs of
stakeholders impacting our management activities, and communicates with them through diverse
communication channels to identify their exclusive needs. Ethical management and economic
issues were major concerns of stakeholders this year, which were reflected as key considerations
upon selecting core issues for sustainable management of BNK.

+ Shared growth agreements, corporate
CEO seminars, training and support

for excellent corporate customers
9 (frequent)
+ Customer centers, customer
Customers satisfaction surveys, customer |
evaluation organizations (frequent) /f
O
()

Employees

+ Employee satisfaction surveys,
executive seminars, newsletter,
in-house broadcasting (frequent)

+ Labor-management Council (freque?}”

&

Mutual
Growth

BNK with
the Stakeholder
Group

+ Engaging in government projects
(frequent)
+ Audit and sanctions, regulations
and guidelines, financial authorities’
seminars (regular) /
S

Media and
nvironmen




Materiality Test and Results

+ Reviewing international standards and indicators for

sustainable management e.g. GRI Standards, ISO 26000, DJSI
« Forming a pool of 47 issues related to sustainable management
of BNK

#1. Forming a pool of issues
for sustainable management

Achieving substantial management based

on profitability and soundness @ thical management system
@ and enhancing internal Control

Transparent composition and
management o f the BOD
Expanding financial
accessibility
of financial consumers

2 40 9 ) )
L J Bolstering education . .
2 Devel ducts of publ
I s Polictn @ @ittt
27
n 41 Conducting social contribution Preventing financial accidents and
#2. Executing the materiality test S F R S S intensifying nformation protection
for each issue 2 29 Striving for revitalization of the
o 10 20 1 12 18 @ community and the economy
+ Conducting media analysis, benchmarking and stakeholder & =
R R ing a corporate culture
analysis for the issue pool £ % o
« Implementing the materiality test and selecting top 10 issues 4 45 6
L - Selecting the top 5 core issues ) g PR 333 .
T 36 28 30 %% 13 0 @A
QL o 16
(—4 #3. Managing core issues H
+ Identifying risks/opportunities on the selected issues
« Devising effective measures for response
« Transferring and managing major related activities and tasks
L at hand J o .
QL Business Impact
(—4 #4. Monitoring and reporting h
« Writing and revising the Sustainability Report
+ Reporting to the management and receiving feedback
L + Sharing it online and offline, and disclosing it to stakeholders J
Reporting Topic and Approaches
Reporting Topic Core Issues Related Stakeholders GRI Topic Reporting Pages
43. Preventing financial accidents and
. e : . 24~25
intensifying information protection
Customer Value o : B : ; Customers [418] Customer Privacy
47. Expanding financial accessibility of financial 2627
consumers
. 07. Achieving substantial management based on 29~30
Business Management profitability and soundness Customers,
and - Shared Growth, [201] Economic Performance
Corporate Governance 02. Transparent composition and management Policy Environment 31~34
of the BOD
. 34. Ethical management system Employees, Media, [205] Anti-corruption
Ethical Management and enhancing internal Control Shared Growth, etc. 3631
38. Developing products of public interest for
- . 39~40
contribution to society
- o K Shared Growth,
Social Value Creation 39 Striving for revitalization of the community Media and Environment, [413] Local Communities 41
and the economy . X
Policy Supervisory
37. Conducting social contribution activities by 4044
leveraging business competencies
25. Bolstering education to nurture talent [404] Training and Education 46~47
Talent Management Employees
24. Creating a corporate culture 48
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BNK Way 01 — Customer-Oriented Business

Raising Customer Value

Significance of Issues

—

BNK’s Approach

)

Financial companies continue to provide differentiated services such as enhancing consumer
protection, and developing products including low-interest rates, in order to attract new
customers and retain existing ones. With diversified channels for financial transactions including
online and smartphones, it has become critical for financial consumers to make preemptive
responses to financial scams and information protection. Financial companies failing to cater to
the changes in the environment and consumer demands would face customer turnovers, which
would lead to lower revenues over the short term, and poorer reputation and competitiveness
over the long term.

G

d 95

Future Strategies

—

According to the “2017 Evaluation of Financial Consumer Protection” conducted by the Financial
Supervisory Service (FSS) in September 2018, Busan Bank and Kyongnam Bank were evaluated
to be the most excellent local banks in protection of financial consumers. The results were
attributable to BNK Financial Group’s wide-ranging efforts for customers including prevention of
financial scams, information protection, improvement in customer satisfaction and expansion of

financial accessibility.
!

2018 Key Performance

—

KPI of Core Issues

)

BNK Financial Group will raise the sense of security among customers and reduce financial
damage by steadily strengthening the information protection management system and
intensifying employee and customer training on financial accidents.

In addition, we seek to establish our bank as an advanced financial brand by continuously
responding to customer needs and providing customer-friendly financial services.

L]

()

2
7

2018 Fraud Detection
14 cases of preventions
KRW 134 million saved through
the prevention efforts

2018 Customer Satisfaction
Survey results

Busan Bank : 97.6points

Kyongnam Bank : 97.9points

Conducting training
on information protection
for all employees
at BNK financial Group

Future Goals

Achieve

0 o
97.8 points 98.0 points | 98.2 points

reETS Management
Y Indicators
Number of cases
of personal information
leakage

Preventing Financial
0 cases

Accidents and Intensifying
Information Protection

Expanding accessibility of
financial consumers

Scores of the cust
satisfaction survey
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Preventing Financial Accidents and Protecting é ‘

Financial Consumers

Preventing Financial
Accidents and
Protecting Financial
Consumers

Pledge to Protecting Rights for Financial
Consumers

Financial Fraud Prevention Musical for Seniors,
“Geumsabangne”

Record of prevented cases of of

voice phishing
(Unit: case)

2018 |2k 166

2017

Amount saved from prevention of
voice phishing

(Unit: KRW billion)
@ Busan Bank @ Kyongnam Bank

2018 [-¢1 10.1

2017

Amid increases in online financial transactions and non-face-to-face transactions, financial frauds
involving the leakage of personal information have rapidly increased. As such, BNK Financial
Group has further strengthened its system to prevent financial fraud by adopting the Fraud
Detection System (FDS), which utilizes deep learning technologies and encrypts all unstructured
customer information. Training and activities are conducted to prevent financial scams and
protect financial consumers.

Activities for Protecting Financial Consumers

BNK Financial Group launched a policy advisor panel for consumer protection to reflect
consumer demands to business management such as setting policy directions for protecting
financial consumers and discovering improvements to be made in systems and processes in
their perspective. The advisor group consisting of external specialists with expertise in consumer
protection engages in diverse activities including discussing policies, and discovering and
reviewing improvements to be made for consumer protection. The ‘Policy advisor panel for
consumer protection” was launched at Busan Bank for the first time in the banking sector in
Korea in September 2018. In November, an‘advisory panel for consumer rights’was formed at
Kyongnam Bank. This will empower consumer rights and better protect the consumers.

In October, a joint campaign for ‘preventing voice phishing frauds’ was carried out among
BNK Financial Group, the Financial Supervisory Service and the provincial police agency. The
campaign was designed to promote the severity of the damage of voice phishing crimes and
know-how to address voice phishing. It was staged as an on-street campaign in the downtown
areas of Busan and Changwon.

Protecting Financially Underprivileged Consumers

We conducted a project to perform ‘Touring musicals to prevent financial frauds’ to prevent
financial accidents of elderly customers and provide financial education. Musicals on the theme
of preventing financial frauds were staged at the main branches of Busan Bank and Kyongnam
Bank in September and October of 2018, and 450 and 300 local senior financial consumers
attended the shows, respectively.

Branches of the banks have also intensified their programs to protect underprivileged
consumers. Windows and services exclusively for the financially underprivileged including the
elderly and the disabled have been provided since early 2018 to enhance their convenience. We
also make proactive responses to direct financial frauds including voice phishing.

Monitoring Telephone Financial Fraud(voice phishing)

The scale of damage resulting from voice phishing has increased each year (KRW 243.1 billion
in 2017 — KRW 440 billion in 2018), and it is more significant than ever for financial institutions
to carry out prevention activities. BNK Financial Group aims to prevent damage from financial
fraud by installing a monitoring system for electronic communication-related financial fraud
and operating the Monitoring Team for Financial Fraud Prevention, making it easier to make
immediate responses to voice phishing. In particular, the head branch and branch offices
systematically cooperate on handling suspicious transactions. Training on cases of damage
from voice phishing is provided to sales staff in the Group’s efforts to strengthen response
competency. Since this system was implemented, there have been more cases of prevented
voice phishing incidents thanks to prompt responses of employees at branch offices. In 2018,
these efforts led to the prevention of customer damage worth approximately KRW 500 million.
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Strengthening the
Information Protection
System

o
&

e | ;
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Information Security Management System, ISMS

Fraud Detection System, FDS

BNK Financial Group continuously runs its information protection management system in
accordance with ISO 27001, the international standard on information protection. Inspection of
the information protection management system is strengthened by analyzing the weaknesses
of the e-finance infrastructure, in accordance with e-financial authorities, and revising
relevant rules. We make improvements by reflecting the results of weaknesses identified
during inspection when establishing implementation measures. Kyongnam Bank acquired
the certification for the Information Security Management System (ISMS) for the first time as
a local bank, and further strengthened its operation of the information protection system and
information security by renewing the certification each year.

Bolstering the Financial Fraud Prevention System

BNK Financial Group installed the Fraud Detection System (FDS), which uses Al “deep learning”
technology, to monitor the presence of suspicious transactions which might occur through
e-financial systems. It is a system to automatically block internet banking transactions if a case is
judged to be an e-financial fraud through an analysis of the customers’ routine transaction patterns.
The bank runs a model to dramatically lower the error rate in detecting suspicious transactions
by entering over 1,000 cases of FDS accident types into Al for analysis.

In 2018, the Bank used the system to detect 14 suspicious transactions and prevented damage
worth a total of about KRW 134 million.

Strengthening Security of Customers’ Personal Information

Busan Bank has installed and runs an IT system to encrypt and manage unstructured information,
including customers’ address, phone number, images, and voice files, to strengthen the protection
of personal information and increase the security of financial transactions. Busan Bank is capable
of blocking illegal leakage of information from the source, while also preventing misuse or abuse
of customer information. It is the first bank in the financial sector to install an encryption system
for unstructured information. Kyongnam Bank is no exception in managing excessive usage of
customers’ personal information and leakage of personal information by setting up a system for
constant monitoring. In 2018, there were no cases of customers’ personal information leakage,
grievances or complaints at BNK Busan Bank and Kyongnam Bank, who will continuously strive to
protect customer assets by installing a more robust system for information protection.

(—< Key Information Protection Activities of BNK Financial Group)ﬁ

s ~
Staff training on
information protection

+ Conducting training on information protection for 3~12 hours for all employees
in each job title and rank in BNK Financial Group
~
. ~
Training to counter
information infringement
~ /
. ~
Security check and
support for suppliers

+ Aiming to secure capabilities to respond to information infringement e.g. hacking, malicious codes
and Distributed Denial of Service (DDos), setting up a training system to counter malicious emails and
preventing damage such as leakage of critical information and suspension of business operations

« Checking the information management status of contracted companies for handling
personal (credit) information, providing BNK security systems and security know-how

~ ~
Analysis and evaluation

of ICT infrastructure
NG _

+ Checking vulnerabilities in e-banking infrastructure (more than once a year) and
removing and complementing vulnerabilities, having received A+ in the inspection for a
total of 97 equipment in 7,032 items

. R
Status check and training

on information protection

L for overseas branches )

+ Conducting check and information training including matters on personal information
management for Ho Chi Minh Branch in Vietnam

N/ N/ N/ NN
NN N e N NS
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Expanding Accessibility of Financial Consumers é

Spreading
the Customer-Centered
Culture

Results of CS Surveys
(Unit: points)
@ Busan Bank @ Kyongnam Bank

2018 il e 97.9

2016 95.9

As customer demands of financial service users increase, global financial companies provide wide-
ranging products and services by predicting customer demands through various channels. BNK
Financial Group strives to strengthen customer-centered services to cater to their diverse needs by
listening to their voices, and seeks to perform corporate management that touches their hearts by
expanding financial accessibility of the financially underprivileged and many others.

Spreading the Customer-centered Culture and Intensifying Competencies for Customer Satisfaction (CS)

BNK Financial Group pours in its utmost efforts to spread the customer-centered culture and
beef up competencies for CS to raise the level of CS and its competitiveness. Branches start
their day by playing video clips - ‘Our Commitment for Customers’ and ‘Morning Greetings to
Welcome Customers’ - to form consensus on the importance of CS. Periodic CS assessment is
carried out to select and award top-performing branches and employees in CS to encourage
them to voluntarily spread the CS culture.

+ Kyongnam Bank conducts weekly
CS training by selecting ‘CS Angels’ as
excellent staff in CS in all branches, and
enables its staff to boost professionalism
in CS by offering group training and
special lectures from distinguished
speakers.

Busan Bank,\\ -Busan Bank has appointed 20 ‘CS High
Tough Leaders’ in 2018, ensuring that
they could voluntarily spread the CS
culture through active sharing of know-
how on CS.

Kyongnam
Bank, CS
Angels

Efforts to Raise CS and Performance

We evaluate ‘BNK Customer-centered Management’ through annual CS surveys, and
complement any shortcomings that are found.

Thus, Busan Bank and Kyongnam Bank select customer advisors each year (the third quarter of
2018) to listen to customers’ honest feedback such as the voices from the field, conveniences and
benchmarking cases of other companies. Such feedback is reflected in various areas to develop
customized products and improve the process in collecting the Voice of the Customers (VoC).
Moreover, Busan Bank was able to gain positive effects in many fields including CS and
increases in the number of excellent staff by intensifying the management of waiting customers
in branches by running a campaign titled‘Please ease the minds of customers in line,’ The bank
also strived to listen to the genuine voice of customers through communication with customers
by conducting an open call on communication. Kyongnam Bank was selected by Korean Service
Quality Index (K-SQI) of the Korean Management Association Consulting (KMAC) in 2019 as an
excellent call center of local banks for four consecutive years. BNK Financial Group is committed
to further spreading the customer-centered culture by boosting CS.
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Expanding Financial
Accessibility
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Sign Language Service

Financial accessibility might not only mean the presence and a physical distance of a branch,
but also a broad scope of benefits for customers: raising convenience for the elderly and the
disabled to access financial services conveniently; and enabling the financially underprivileged
due to their credibility to access financial services. BNK Financial Group does the utmost to
boost financial accessibility for the socially vulnerable, and seeks to become an endeared BNK
by many more people.

Intensifying Financial Services for the Socially Underprivileged

BNK Financial Group has expanded financial services for the socially underprivileged: ‘sign
language service’ and ‘visible ARS’ for those with disabilities in hearing; ‘voice recognition-based
ARS’, ‘Braille-based security cards’ and ‘Braille-based terms and agreements’ for the blind; and
‘elderly-exclusive windows’ and ‘ARS notices in big letters’ for the elderly customers.

Providing Specialized Services for Foreign Customers

=S80 =

BANKING
GUIDEBOOK

for Foreigners

Specialized Services for Foreign Customers

LJ1ﬁ’ "E“__q_"_ _"

Services for the Financially Underprivileged

convenient Facilities for the Disabled

Busan Bank makes utmost efforts to provide specialized services for expats living in Korea that
are not proficient in using Korean including married immigrants and ethnic Koreans returning
from other countries. Busan Bank started to provide ARS services in English, Japanese and
Chinese from November 2018. The bank produced and distributed a guidebook on financial
transactions for foreigners on the ‘Together Day’ in 2019. The guidebook was produced in six
languages: Korean, English, Chinese, Vietnamese, Uzbek and Indonesian.

Intensifying Services for the Financially Underprivileged

BNK Financial Group strives to raise financial accessibility for the financially underprivileged
group without the ability to use formal banking services. Busan Bank and Kyongnam Bank
expanded the number of exclusive windows for the financially underprivileged in all their
branches, providing services including not only microcredit and financial support for small
merchants but also debt arbitration and financial consulting. Such efforts support the financially
underprivileged to financially turn around, recovering their credit, normalizing their financial
transactions and building up assets.

Improving Convenient Facilities for the Disabled

Yongwon Branch of Kyongnam Bank in Jinhae-gu in Changwon was selected as a convenient
facility of excellence by Jinhae Welfare Center for the Disabled. Yongwon Branch was highly
evaluated for being equipped with diverse convenient facilities for the disabled including
wheelchair ramps at the entrance and CDs/ATMs for the blind, the deaf and wheelchair
users. BNK Financial Group plans to further enhance physical accessibility for the socially
underprivileged with more convenient facilities for mobility like the case of Yongwon Branch.
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BNK Way 02 — Challenge and Innovation

Significance of Issues

)

Corporate Management and Governance

BNK’s Approach

)

The term ‘corporate social responsibilities’ connotes many meanings, but what is fundamentally
required of companies is the economic responsibility. The economic rationale of a company
directly impacts not only its related stakeholders’ lives but also its community and the national
economy. The root of a company’s sustainable growth including its financial growth originates
from a transparent decision-making structure. Promoting transparency in disclosing its
governance and establishing a desirable governance not only contribute to investors making
reasonable investment decisions but also have a close linkage with improving the corporate
image and raising the brand value.

g

3
d Y5

Future Strategies

—

BNK Financial Group makes diverse efforts to flexibly respond to the external changes in
the environment. In 2018, in particular, the Group focused its competencies on establishing
balanced business portfolios, managing financial risks, and creating reasonable management
performance. In addition, numerous efforts have been poured into enhancing the governance

scheme for securing a transparent governance.
)
N

2018 Key Performance

D

KPI of Core Issues

)

BNK Financial Group aims to intensify its pursuit to become a global-standard financial group
represented through ‘GROW 2023.” In order to lay the foundation for growth, the Group’s goal is
to establish a system for qualitative growth. The Group will do the utmost to foster its companies
to be exemplary with a transparent governance, while enhancing them to generate sound and
reasonable management performance.

L]
282

Consolidated net income Higher asset soundness Appointment of the chairman
KRW 502.1 billion and capital adequacy of the BOD and members
(KRW 99 billion 1 [heads of committees under

compared to 2017) the BOD as Independent Directors

T (SIS Management
Y Indicators
staf
Achievement of stable
business records BIS ratio 13.29% 13.15% Achievemen 13.05%

Transparent Managemel
and Composition \verage atFendance rate 80% 95% AP - -
of the BOD of directors
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- 2\
Achieving Stable Management Performance 3@k
/

Driven by Profitability and Soundness Nl

Management Strategies
and Goals

2018 Landscape and
BNK’s Reasonable
Management
Performance

Consolidated net income

plOER KRW 502.1 billion

2017
\

3% K67 | K 20|

JE
o
A

Interest income

KRW 62-9 billion A

Fee income

D
KRW 44.3 billion A

Expenses for bad debt

KRW 41 .4 billion </

BNK Financial Group, launched as the first local bank to become a financial holdings company
in March 2011, has continued to challenge itself to grow into Korea’s top-notch regional financial
group based on the management motto, “Toward the world with the region, toward a better
future with customers.” We plan to establish a system for qualitative growth driven by high-yield
assets with the 2019 management motto of “Grow one 2019, Establishing a System for Qualitative
Growth” as a part of efforts to achieve the Group’s mid-and long-term management plan.

Type Content

Management motto  Grow one 2019, Establishing a System for Qualitative Growth

@ Improving the Group’s portfolio through
strategic asset growth

@ Setting up a system for qualitative growth by
advancing the Group’s core areas

® Intensifying preemptive soundness and risk @ Continuously initiating the Group’s management
management at the Group level efficiency based on digitalization

® Proactively implementing shared growth with ® Spreading BNK's shared value of people-
the community and fair management centeredness

Six strategic tasks

The global economy in 2018 showed signs of recovery, but volatility in the global financial
market intensified due to the U.S.” higher interest rates, and stronger protectionism in trade
including the U.S.-China trade disputes. The domestic economy also witnessed various risks
including higher household debts, the higher unemployment rate and the sluggish domestic
demand, which weakened confidence in economic entities. BNK Financial Group was able to
reap a favorable performance by focusing on establishing balanced business portfolios and
strengthening risk management to counter such challenges.

Establishing Balanced Business Portfolios

We have implemented continuous realignment of the Group’s business portfolios centered on
‘non-banking and non-interest income’ categories, judging that it is difficult to generate steady
performance amid the rapidly changing management environment simply with the banking-
oriented management performance.

Strengthening Risk Management

We have made consistent efforts to improve asset soundness and capital adequacy for financial
risk management. Therefore, we were able to achieve higher outcomes compared to 2017 in
various categories including the NPL ratio, coverage ratio and the BIS capital adequacy ratio.

Coverage
ratio

1.37 »

(COMPARED TO 2017 0.05% £\)

NPL ratio

L 93.49+

(COMPARED T0 2017 8.88% £\)

Tier 1
capital ratio

13.15~

(COMPARED TO 2017 0.08% A\)

“o: 10.98

“" (COMPARED T0 2017 0.36% /)

BIS Ratio HQ‘
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BNKs 2019 and The global and domestic economies of 2019 are expected to develop in a similar flow as 2018.
Establishing a System Despite the continuum of t.he global ec.or.prny, U.S:-China trade‘co.nfli.cts will.rema.in the same.

.- We also need to keep in mind the possibilities of higher uncertainties in the financial market of
for Qualltatlve Growth emerging countries due to the higher global interest rates. The domestic economy is projected
to be not starkly different from the previous year by undergoing a continuum of the low-growth
phase and low productivity. BNK Financial Group plans to make proactive responses to the
economic circumstance at home and abroad by fully implementing management strategies
based on the 2019 management motto of “Grow one 2019, Establishing a System for Qualitative
Growth.”

(—( Key goals for 2019 )j (—( Key activities for 2019 H

+ Initiating high-yield asset-driven growth in the continued profitability—\
focused perspective

Improving the Group’s + Strengthening competitiveness in products/services, expanding
N: portfolio through the M/S in key business districts
strategic asset growth + Improving the asset and profit portfolios through balanced growth
of non-banking affiliates Seeking for opportunities for business
\ diversification through selection and concentration J

. f - Sophisticating strategies, organization and personnel with stronger \
0 Settl|'ng yp & syste}:nb o competitiveness in core areas of the Group
e |tat.|ve growt X : Realignment into 3 core areas = WM, GIB (Global+CIB), DIT (Digital+IT)
‘ advancing the Group’s

+ Maximizing synergies in revenues by improving the affiliate-aligned
core areas ESYNETE oy e e

business process
\ J
/ + Supporting qualitative growth at the Group level through improved \
. . portfolios
Q0 Intensifying preemptive + Bolstering credit risk management by enhancing the system for
=, soun(.iness ceiling management
and risk management - Acquiring future growth drivers through preemptive responses to

at the Group level outside regulations

& + Introducing stable internal ratings methods at the Group j
Continuously initiating + Efficiently managing personnel and branches in preparation for the
o the Group’s management dissemination of digital finance
@) efficiency based + Implementing the work standardization of two-bank one-process
T on digitalization + Raising efficiency by utilizing the Group’s IT center

N J

[ + Reviewing and proceeding with shared growth projects that can be \
¢ Proactively implementing jointly initiated with the community
{] shared growth + Reinforcing the protection of financial consumers and financial
‘G/ with the community support for the financially underprivileged
and fair management + Completing tasks based on principles and taking actions for fair

\ management j
\

+ Practicing talent management through development of and

O O Spreading BNK’s shared investment in core talents
m value of + Securing and fostering digital and global talents
\ people-centeredness + Declaring and spreading the new corporate culture embodying

\ the philosophies of the Group and its members J
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Transparent Management and Composition
of the BOD

Composition of

the Board of Directors

\DWG/

BNK Financial Group’s board of directors (BOD) makes decisions on matters prescribed by the
decrees and the Articles of Association, matters entrusted by the shareholders’ meetings, and
key matters on basic directions of corporate management and execution of work. In addition, the
BOD supervises overall internal control, as well as the directors’ execution of roles. BNK Financial
Group’s board of directors (BOD) is composed of one CEO and seven external (non-standing)
directors as of March 31, 2019.

BNK Financial Group appoints the chairman of the BOD from among the external directors in
order to secure the independence of the BOD and provide a system of checks and balances.
Moreover, we ensure transparent management by guaranteeing fairness, checks, and supervision
in managing the Board of Directors and committees by ensuring that every committee head under
the board is an external director.

(As of March 31, 2019)

N Note (date of appointment
Type Name Career Specialization ~end of tenure) Note
CEO of BNK Financial Group 2()Sle7p-teMn;Efr: 5(7)’20
CEO 1. JiWan Kim Former Vice Chairman of Hana Finance )
X . Regular Shareholders
Financial Group .
Meeting
External Directo Former Auditor of Harim March 25,
el irector h ) .
(Chairman of 2. Yong Kyu Cha Holdlngs' ) Business 2016 - March 2020 : Indgpendent
the BOD) Former Vice Chairman Management  Regular Shareholders Director
of Media OBS Meeting
Member of the KOSDAQ March 25,
. Market Committee 2016 - March 2020 Independent
External Director 3. Il Jae Moon Former director at the Ministry Economy Regular Shareholders’ Director
of Finance and Economy Meeting
Professor of Economics/Trade March 24,
. . College at Busan National University 2017 - March 2019 Independent
Extenal Director 4. Young Jae Kim President of Korean Economic and Economny Regular Shareholders’ Director
Business Association Meeting
. 5. Kee Young par ccounting Treasury and 2018 - March 2020 Independent
External Director at Keimyung University . ) Rk
Chung - Accounting Regular Shareholders Director
Former Chairman of the BOD Meetin
at KB Financial Group g
Certified Accountant at Shinhan March 23,
. Accounting Corporation Treasury and 2018 - March 2020 Independent
Extenal Director 6. Jung Joon Yoo Former CEO and President Accounting Regular Shareholders’ Director
of Hanyang Securities Meeting
) March 23,
. Chairman of East Dream Business 2018 - March 2020 Independent
External Director 7. Kwang Ik Son  Synopex s :
. Management  Regular Shareholders Director
Former CEO of Lotte Cinema .
Meeting
) March 28
Lawyer at Law Firm Grace . .
External Director 8. Jin Ho Hur Former president of Korea Legal Aid Law 2019 - March 2021 ) Indgpendent
Regular Shareholders Director

Corporation

Meeting




BNK Way 02 — Challenge and Innovation

S
Guaranteeing autonomy
in managing the BOD

Statutory Disqualifications
of External Directors
(Laws on Corporate Governance
of Financial Companies)
r .
« Largest shareholders and related parties
« Major shareholders, their spouses, and
immediate family members
+ Spouses and immediate family
members of executives
« Full-time employees of corporations
that are in a statutorily critical
transaction with BNK, or in business
L competition or partnership with BNK
Securing transparency
in managing the BOD

Our executive directors are appointed at the shareholders’ meeting according to independent
criteria. There is no discrimination based on age, gender, nationality, or academic background.
In addition, the number of external directors can be three or more, or a majority of the total
according to the Articles of Association (As of March 31, 2018 ratio of external directors is 87.5%).
Directors are appointed at the shareholders’ meeting following a procedure of verification
and recommendation by the Executive Nominating Committee, which consists of all external
directors, and the confirmation of candidates for the BOD. In addition, those appointed should
be independent from stakeholders in order to prevent conflicts of interest.

(—@NK Financial Group’s Measures for Managing an Independent BOD)ﬁ

. Directors are appointed through several steps through the Executive Nominating Committee, BOD, and shareholders’

meetings.

Upon appointing directors, their qualifications are thoroughly reviewed, in compliance with the decrees and internal

regulations.

. The tenure of external directors is confined to two years and cannot exceed five years to prevent collusion.

. CEO succession is transparently and fairly collateralized, and according to internal regulations, the CEO is prohibited from
appointing external directors, thus the exclusion of the CEO and chairman from the Executive Nominating Committee.

—

B

A~ w

5. An external director is appointed as the chairman of the BOD to guarantee independent management of the BOD.
6. Major issues of the Group are regularly reported to the BOD to minimize information asymmetry and facilitate BOD |
discussions on key issues. Vi
S

The BOD holds either regular or ad-hoc board meetings, convened by the chairman of the BOD.
Each director has one voting right per agenda, but those with special interests cannot exercise
their voting right. Decisions are made by the affirmation of a majority of the registered directors
in attendance. In 2018, a total of 12 BOD meetings were in place to cover a total of 65 agenda
to be deliberated and reported on, and the average attendance rate at the BOD reached 95%,
exceeding the minimum attendance rate at the BOD and committees. The minimum attendance
rate required for the BOD and committees is 98.7%.

In addition, we took actions to facilitate adequate information and idea sharing of the agenda
before the BOD meetings by providing a preliminary briefing session to external directors so that
relevant agenda items can be fully considered before the BOD meetings.

Performance of the BOD
(Unit: times, cases, %)

Type 2016 2017 2018

No. of Meetings 9 25 12
No. of Items Discussed 63 63 65
No. of Decisions 35 35 26
No. of Reports 28 28 39

Attendance of Independent Directors 974 984 98.7
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Strengthening
the Expertise and
Diversity of the BOD
Type Number Number Total
of of Training
People Training Hours
Sessions in 2018
Training
for 7 people 17ti 219h
External people imes ours
Directors

Commiittees under
the BOD

BNK Financial Group guarantees independence and transparency in forming the BOD, and
strives to expand expertise and diversity. In addition, we devote our utmost efforts to appoint
directors with diverse backgrounds and expertise, in line with our principles and regulations,
and strive to establish a sound corporate governance through voluntary management of
the BOD. We determine if external directors are equipped with sufficient work experience
and expertise in related fields - finance, economy, corporate management, accounting, law,
consumer protection, and IT - by reflecting the qualifications of external directors in the Articles
of Association and the internal regulations. Decisions are made to see if they are capable of
conducting operations fairly in the interest of all shareholders and financial consumers conflict
of interest; if they have a sense of ethics and accountability suited to the execution of their
roles; and if they can afford sufficient time and effort to carry out their role as an external
director. We provide each director with regular training to benefit from their contribution to
sustainable development, based on their expertise their each field. Internal training is provided
on the decrees and internal regulations of the BOD and on the management of the BOD upon
appointment. Regular training on risk management is offered along with training based on the
research materials of the BNK Financial Management Research Institute. Furthermore, we extend
support for the directors to improve their individual expertise and competencies in various fields
by organizing workshops, lectures by external speakers/instructors, and diverse forums and
seminars, and we publicly disclose related information.

The BOD manages five committees to guarantee efficient and engaging management. All
committee members are appointed from among the external directors to ensure more
independent operation of committees. In addition, independence has been strengthened to
put in place a transparent and fair procedure for CEO succession and executive appointment
by excluding executive directors from the Executive Nominating Committee, which carries out
executive nominations, including recommendations for CEO, chairman, external directors, and
members of the Audit Committee.

Committee Members Functions No. of meetings in 2018

« Efficient operations of the BOD and its
subcommittees

« Decisions on policies to improve corporate
governance

Five external
directors

Board Steering
Committee

« Oversight and supervision of approval of
+ Compliance with risk policies within the Group 7
and its affiliates

Four external
directors

Risk Management
Committee

Five external
directors

Executive Nominating
Committee

« Exploration, review, and recommendation of
executive candidates

- Establishment of measures to raise corporate
management performance

- Formation and evaluation of performance
goals for management

Four external
directors

Compensation
Committee

- Supervising job execution of directors and the
management

+ Auditing and evaluating overall tasks and 10
operations including the internal control
system

Four external

Audit Committee B
directors




BNK Way 02 — Challenge and Innovation

Performance Evaluation
and Compensation
of the Management

Performance evaluation of external directors takes place by comprehensively considering the
quantitative evaluation based on their attendance rate in committees of the BOD and BOD
meetings, and the qualitative evaluation through mutual evaluation between themselves and
executives based on their contribution to corporate development through their engagement
in the BOD, competencies, and expertise. Moreover, qualification evaluations are carried
out anonymously to ensure fair evaluation. In cases where diagnosis of external specialists
is deemed to be necessary for smooth operation of the BOD and the designation of external
director roles, the internal regulations prescribe that external evaluation is to take place.

Performance Evaluation Process of the External Director

Type Qualitative (Multi-Dimensional)
titative
Type of Quan
Assessment Self BOD Employee
External director and All directors except Division leader and part
Evaluator non-standing director the evaluator leader responsible for Attendance
3 (excluding executive director) supporting the BOD rate for
the BOD
) Key Items ) and
Evaluation + Competency and expertise committee
Items « Interest and engagement in the BOD evaluation
+ Contribution to company growth
Evaluation
. 20% 50% 20% 10%
Weight ’ ’ o g

Performance evaluation and compensation of the management are decided through evaluation
and deliberation of the Compensation Committee, being subject to comprehensive evaluation
based on opportunities and crisis factors in the business environment.

The Compensation Committee establishes and runs compensation policies for raising values for
shareholders and stakeholders in the long term. We form our compensation system to be in line
with the risk structure to fundamentally control excessive compensation for the management.

A significant portion of compensation for the management is rewarded on a variable basis,
and is made based on deferred differentials for a number of years depending on performance
outcome. The period of deferred payment is three or more years, and is determined by aligning
the nature and risks of business operations with the activities of the management.

The payment rate for short-term outcomes is determined by the Compensation Committee
through evaluation on annual management performance, key tasks of implementation and
individual competencies. Short-term outcomes are paid 40% in cash compensation and 60% in
stock price-linked cash compensation for the chairman. For other executives, the ratio is 60% for
the former and 40% for the latter.

The payment rate is determined by the committee through evaluation of long-term outcomes in
the span of three years from the contract signing date, and the ratio of cash compensation and
stock price-linked cash compensation is run in the same structure with short-term outcomes.
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Significance of Issues

—

Ethical Management

BNK’s Approach

—

Huge fines have been recently imposed by the EU on unfair trade acts of global companies. The
demand for companies to comply with fair trade and anti-corruption laws is rising globally. In
Korea, various policies and regulations were announced especially by the Fair Trade Commission
for ‘establishing a fair market order.’

T

Future Strategies

—

BNK Financial Group has intensified continued training and actions to root down the system for
ethical management and embody the ethical mindset. We will strive further to establish a culture
of ethics and compliance by managing the internal check system and reporting channels based
on independence and ethics, and accompanying effective preventive measures. Moreover, we
consider anti-laundering obligations that are likely to impose high risks given the nature of the
financial industry, and manage them accordingly.

©)

2018 Key Performance

—

KPI of Core Issues

—

BNK Financial Group has made multifaceted efforts to institutionalize systems for ethical and
compliance management including building a standard process to prevent irregularities. We plan
to continuously monitor various schemes and systems that are currently in operation. We plan to
strive for prevention of legal violations and aberrations to be shared among not only employees at
BNK but also those in BNK affiliates and business areas.

iV

Ethics/anti-corruption Ethics/anti-corruption Unfair acts and violation
training in 2018 training hours per of antitrust regulations
62 times staff in 2018 0 case

Management 2018 Future Goals

Key Issues

Ethical management S
system and reinforcement umberof cases 0 cases 0 cases | Achievement 0 cases 0 cases
af finteamel @il of ethical violations
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Ethical Management System and ’/@Iﬂﬂﬂ

Reinforcement of Internal Control amy

Ethical Management
System

Revised Provisions Under the Code
of Ethics in 2018

Type Revision
Article 35 Notifying a
(Cross-gifting recommended amount

among employees) per job rank

BNK Financial Group’s Code of Ethics

All employees at BNK Financial Group bolster the system for ethical management to achieve the
management motto of “Toward the world with the region, toward a better future with customers” and
the vision to takeoff as a global standard financial group. We formulated the code of ethics in 2011
based on our management motto and vision, and have made numerous revisions. BNK Financial Group
systematically manages the code of ethics for all its affiliates to share the values of ethical management,
and do the utmost to push for substantial ethical management by complying with the code of actions
and the principle of actions disclosed on the website, and running various ethical management programs.

Revising a Code of Ethics

BNK Financial Group has continued to revise the code of ethics on a Group level to create a sound corporate culture and raise
asense of awareness on ethical management for all employees. In 2018, we formed a sound corporate culture by revising the
provision on cross-gifting among employees

Internal Control System

BNK Financial Group has set up an internal control system for ethical management to prevent legal
sanctions, financial loss or damage to reputation due to violation of ethical and compliance matters.
A variety of internal control activities are performed: formation of the Internal Control Committee at
the Group level; operation of the Internal Control Council among the Group and affiliates, monitoring
by compliance officers; and reporting to the Audit Committee on ethical and compliance violations.
Moreover, we perform self-diagnosis and inspection on the ethical level at the Internal Control Council
and explore areas for improvement, while intensifying independence in operations to escalate the rank
of compliance officers and guarantee their tenure.

Whistleblowing System

BNK Financial Group runs the whistleblowing system for employees to report violations of a code
of ethics and the action guideline to compliance officers at the Group. The aim is to prevent the
occurrence of ethical and compliance violations and take immediate actions upon the occurrence
of violations. BNK Financial Group runs the online and mobile app-based ‘BNK Helpline,” raise
accessibility for employees through continuous system development and ensure that whistleblowers’
credentials could be protected. WE will further bolster ethical management by raising the use of the
system through its promotion more broadly.

-BNK Financial Group shares Q&A cases on targets to be whistle-blown when employees log onto their PC
BNK on the first business day of each month in a pop-up window. Upon checking in the items for reporting, they
Help-Line are guided to a screen for reporting to ‘BNK Help-Line’, and once details to be reported are entered, they
are automatically sent to the head of the Compliance Monitoring Department. The right to peruse what is

reported only belongs to the person in charge, through which identity of whistleblowers is protected.
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BNK Financial Group’s
Ethical Management
Programs

Compliance Training for Employees

BNK Financial Group’s seven
taxation policies

1. Duly reporting on earings (income) and
complying with rules on tax payment

2. Disclosing financial records on taxation
rationally and transparently

3. Protecting shareholder values

4. Managing taxation-related risks

5. Exploring specialists by fostering taxation-
related human resources

6. Complying with the tax law and
regulations of countries with BNK’s
overseas sites

7. Complying with laws on tax adjustment
across countries

Complying with the Improper Solicitation and Graft Act

BNK Financial Group prohibits improper solicitation and the receipt of money, goods, etc.
prescribed in the Improper Solicitation and Graft Act, in principle. If anyone receives money,
goods or gifts unavoidably, he/she should return them immediately and submit the return report
to his/her supervisor by way of his/her compliance staff. If return of the goods is not possible
due to other reasons, he/she should submit the return report to his/her supervisor by way of
his/her compliance staff after reporting to the compliance staff and the head of the department,
and donate the received money or goods to a charitable cause. Also, once the receipt of money,
goods or gifts has been reported, the relevant member of the compliance staff should record
their receipt in the logbook for received money, goods and gifts.

Special Training for Boosting a Compliance Mindset for Employees

Busan Bank conducted ‘Special Training for Boosting a Compliance Mindset’ eight times from
May to December, 2018 to raise an ethical and compliance mindset among employees, prevent
financial accidents, raise awareness for legal compliance by reporting legal violations at work,
and rooting down a clean corporate culture. Monthly themes are selected on various legal
violations that might occur at work, and applicant laws and sanctions per theme and key cases
of violations are trained so that employees could raise their ethical and compliance mindset
themselves.

Organizing ‘Compliance Officer Visits’

Kyongnam Bank provides training on ethical management and internal control to the branch
heads of each sales division* as the compliance officer visits them in their sales strategy
meeting in each region. The Bank raises awareness of the importance of ethical management
and internal control by establishing the compliance officer system, and vigorously reflects
suggestions from branch offices to make institutional improvement.

Reinforcing Anti-laundering Training

BNK Financial Group provides information to customers on key points of the anti-laundering
scheme and related laws including the definition of the Customer Due Diligence, relevant
transactions and Beneficial Owners. In addition, BNK Asset Management conducted education
and training sessions for the working-level staff in charge of anti-money laundering and the
management to prevent money laundering and financing of terrorism in accordance with Article
7 of the Code of Practice on Anti-Money Laundering/Combating the Financing of Terrorism. The
key topics covered in 2018 include AML/CFT inspection techniques and case studies, highlights
on anti-money laundering for the management and key agents for anti-money laundering.

BNK Financial Group’s Taxation Strategies

BNK Financial Group duly pays various types of taxes including corporate tax, value added tax
and local tax in accordance with the taxation procedure prescribed by the tax law.

The Group’s tax paying policies consist of seven parts, defining tax-related risk types (tax risks
and reputation risks), evaluating risk-specific levels, and categorizing into and managing three
levels: moderate, significant and severe stages.
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Significance of Issues

—

Creating Social Values

BNK’s Approach

—

The importance of ‘inclusive finance’ has surfaced globally, the term defined as increasing
financial accessibility for the financially underprivileged by supporting their economic activities.
The Korean government emphasizes inclusive finance policies to equally spread opportunities
for members of the society to take part in economic activities, which is aligned with efforts in
other fields of: reinforcing customized support for the financially underprivileged; expanding
social investment; boosting win-win partnership in the region and revitalizing the regional
economy; and creating social values through facilitation of social contribution.

O

Future Strategies

—

BNK Financial Group has focused on raising competencies for expanding product portfolios
for financial support under relevant policies for win-win partnership with regional SMEs and
revitalization of the regional economy, while launching products for public interests to support
the financially underprivileged in the financial authorities’ directions for inclusive finance and
productive finance. Furthermore, we were able to specify the creation of social values through
differentiated socially accountable management, while establishing a positive corporate image

to be together with the community through steadfast social contribution programs.
i

2018 Key Performance

D

KPI of Core Issues

—

BNK Financial Group plans to fulfill its inherent financial roles based on the Group’s
management motto that pursues shared growth and customer-centricity, and reinforce its role
as a facilitator for the working class and regional SMEs. All affiliates of BNK will jointly strive for
shared growth with the financially underprivileged, the local community, and the creation of
social values.

@ Ve

Productive Finance Inclusive Finance Happiness Sharing Program
Target achievement rate 87.2% Target achievement rate 90.8% Target achievement rate 84.8%
Goals: KRW 3.4275 trillion Goals: App. KRW 400 million Goals: KRW 31.5 million
Implementation : KRW 2.98762 trillion Implementation : KRW 363.26 million Implementation : KRW 26.7 million

KeyIssues Indicators Achievement
mmm

Social Contribution Programs Nop::tt‘ecr::);;lt(;ydees 23035 persons 23500 persons

oducts Implementation of Some - -
Inclusive Finance achievement “EDaml 0wl
Regjonal win-win growth iAo illi i Seine 34 trillion 4 trillion
< & Productive Finance ’ achievement ’
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-

Conducting Social Contribution Activities by [ &)

Leveraging Business Competencies N

BNK Financial Group’s
Strategies to Drive Social
Contribution

Goals for Social s (

Contribution

Slogan
for Social
Contribution

BNK Financial Group is engaged in diverse social contribution activities to share hope and achieve
shared growth with the community under the management slogan of “Happy Finance, Giving Hope.”
The goal of social contribution for BNK Financial Group is to acquire continuity and symbolism
through the completion of socially responsible management at the Group level, and inspire
greater affection in the world with hopes for leading and understanding financial innovation as a
leading company in social contribution through differentiated social contribution projects. To this
end, we have made diversified efforts by setting four strategic directions for social contribution.

BNK Financial Group’s Exclusive Social Contribution Activities )

— —

— Happy Finance, Giving Hope

Improving employees’

mindset (“Mind-Up?) to Social contribution

activities with stories

Action Plans for Social
Contribution

Initiating social contribution

Social aligned with business facilitate volunteering
contribution
with life cycle- . ) P )
Fostering social Initiating social Combinin Conductin
Creating Shared contribution as a contribution Revitalizing resional win-%Nin the BNK Ha g
Value (CSV) key sustainable activities with the volunteering 8 . ) PPy
o A Lo growth and social ~ Donation Sharing
through finance project in the participation of activities contribution Profect
long-term citizens )

Tasks for

Contribution

Social 5 ‘ Implementing social responsibilities \‘ “/ Driving community-based “Happy \‘ “/ A catalyst for hopes and happiness )

P

Finance” activities

through finance AN AN

for the future generation

—

i ) &

T o
iy g@ '

4 Strategic =
Directions Realigning strategies Reinforcing joint social Practicing differentiated Conducting
of responsible management contribution activities socially responsible ‘Happy Finance’

for a sustainable society ‘ at the Group level ‘ management projects and

expanding the exclusive
projects for the holdings

‘ projects for implementing
productive and
inclusive finance

Realigning Strategies
of Responsible
Management for

a Sustainable Society

company

BNK Financial Group exerted a great effort to establish a system to create joint synergies at
the Group by uniting once scattered social contribution competencies in each affiliate. We put
in place consistent and unified social contribution strategies and integrated relevant schemes
at the Group level in order to intensify its role as a control tower for social contribution, and
established a cooperative consensus among the holdings company-affiliates by substantiating
the operation of the social contribution council. In addition, we have poured in numerous efforts
to maximize synergies in social contribution projects by expanding cross-affiliate mid-and long-
term projects.
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Bolstering BNK'’s Joint
Social Contribution
Programs

Practicing Differentiated
Socially Responsible
Management Projects
and Expanding

the Group’s Exclusive
Projects

Ve N
/ * 0\
\\\ ‘ /,

4 Y

The importance of BNK’s Joint Social Contribution Programs lies in collecting all affiliates’
competencies for social contribution to generate synergies. We avoid one-time or pretentious
social contribution programs, and develop genuine programs over the medium and long term.

BNK Healing School + Amusical performance for youths to give them dreams and hopes
€aling >choo - Visiting 60 schools in Busan and Kyongnam, app. 32,000 students in attendance
Citizen- ing Social + ‘Empathetic Donation/Hope Sharing Project’: introducing stories of the underprivileged
ftizen-engaging socia on the newspaper, raising and donating citizen-engaging funds, donating KRW 155
Contribution T .
million in 98 times

[Campa'gn iopeaitieicaes + Revitalizing the regional economy and traditional markets, purchased app. KRW 1.6 billion|

for traditional markets

[ Others

Busan Bank

s/

+ Global volunteering, collective blood donation, campaigns, outreach volunteering, etc.

-
NN
N

Busan Bank seeks to perform social contribution to inspire hopes and happiness in the hearts
of the underprivileged neighbors as a bank that stands together with the region. In 2018, Busan
Bank conducted various projects with an aim to achieve differentiated affectionate social
contribution with stories to tell.

At the head branch of Busan Bank, ‘Work-life Balance
Culture in Busan’is held as a cultural show covering
many themes through a musical, a play and a classical
performance. In 2018, a total of 11,650 citizens watched
the cultural shows on 38 occasions. In addition, ‘Young
Artist Competition’ is regularly conducted to seek
regional cultural and art development and explore
regional artists.

Cultural
Project

In order to contribute to raising the birth rate in the
community, Busan Bank donated various childcare
items to 100 low-income households under ‘Happy
Mom Box.’ Furthermore, the bank strives to secure the
right for safety mobility for lower-grade elementary
school students by providing 30,000 safety covers for
their school bags.

Various
Outreach
Programs

Programs to
improve the
Residential
nvironmel

Busan Bank strives to create a safe society by
distributing firefighting equipment for houses to target
the underprivileged that lack in such devices. In 2018,
the bank provided support by installing dry powder F
fire extinguishers and stand-alone alarm detectors to

5,000 regional underprivileged households.

ELLE o
5.000:1ny
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Conducting

“Happy Finance” Project
for Direct Implementation
of Productive and
Inclusive Finance

Kyongnam Bank

Kyongnam Bank is engaged in wide-ranging social contribution programs as a genuine partner
of the region for the happiness of its customers. The bank’s slogan for social contribution is
“Happiness to Customers and Hope in the Regions”.

Kyongnam Bank organizes a walkathon on the trails
in the Kyongnam region every year to support local
residents lead a healthy leisurely life and spread the
culture of health. In 2018, 13,500 citizens participated
in the walkathon in four places including the trails
around the Jinju Nam River. The bank also is engaged
in forming a rest shelter for them including the Healing
Forest with Hinoki Cypress in Changwon.

Community-
based Social
Contributio

The bank donated vehicles(approximately KRW 150
million) to facilitate distributing free meals to the
underprivileged in the region. The bank organized
‘Women’s Essay Contest and Children’s Drawing
Contest’ in four areas including Changwon and Ulsan,
thus contributing to the regional cultural and art
development (a total of 12,000 works were submitted).

yj AU R B PRI AR CH B 4] AR ‘

Various
Outreach
Programs

We provided financial education programs for children
living near the mountains and foreign workers in the
Kyongnam area. We dispatched Moving Bank, which
is a mobile store, to Macheon Elementary School and
provided 45 school students with various financial
services such as ATM and one-day banker experiences.
In addition, we trained foreigners residing in Gimhae
on opening bank accounts, exchanging money, and
transferring money overseas.

Financial
Education

BNK Financial Group

BNK Financial Group plans to continuously promote its own competency for social contribution
by expanding its proprietary social contribution programs. In 2018, the Group implemented
wide-ranging social contribution programs.

Performance
on Prevention
of Financial
Scams

BNK Financial Group conducted an educational
musical on preventing financial scams for senior
financial consumers to stably prepare for their post-
retirement life. The musical was performed three times
in Busan, Changwon and Ulsan, etc. in 2018, and about
1,200 seniors watched the educational musical.

Volunteering activities by employees in areas with
a high population of seniors, various contribution
and donation projects and subscribing to ‘Sharing
Leaders’ for the first time in the financial sector to
spread the culture of sharing (91 people including the
management in the Group and affiliates/heads of each
department/division/branch registered.)

Other
Outreach
Programs

BNK Financial Group intensively carries out ‘Happy Finance’ project, which is BNK’s exclusive
community-based program to fulfill social responsibilities. The project is a social contribution
program that fully leverages the nature and resources of the financial business. We plan to proactively
practice productive and inclusive finance through continued execution of ‘Happy Finance’ project.

Productive Finance Inclusive Finance Happiness Sharing Program

Target amount KRW 3.4275 trillion Target amount App. KRW 400 million Target amount KRW 31.5 million

Amount extended in 2018  KRW 2.98762 trillion Amount extended in2018 KRW 363.26 million Amount extendedin2018 ~ KRW 26.7 million

+ Win-Win Growth Campaign for Happy
Traditional Markets

* Revitalizing the economy for farms

+ BNK Happy Healing School, etc.

+ Addressing financial difficulties by
guaranteeing the minimum wage
Special corporate loan

+ Special loan for social enterprises SME
loan fund worth KRW 1 trillion, etc.

+ Happiness and Hope Project
« Special fund for housing deposits
* Success Dream CAR, etc.




44

BNK Financial Group Sustainability Report — 2018 e

Developing Products of Public Interest j/é%\j
to Contribute to Society /)4

Practicing Inclusive
Finance and developing
products that meet
public interest

Supporting the Financially
Underprivileged including
the Working Class

o
-

-

AL i
g €
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One of the top policies of the financial authorities in 2018 was ‘inclusive finance.” BNK Financial Group
contributes to easing the financial burden of the working class and stabilizing the economy for them
through the launch of loan and deposit products for public interests, targeting different brackets
including the working class, the socially underprivileged and rookies fresh out of school in line with the
government’s financial policy of inclusive finance.

BNK Financial Group has strived to roll out wide-ranging products for the socially underprivileged
including the disabled and multicultural families. In addition, we keenly help out the financial
underprivileged to be self-sufficient as they cannot easily access banking institutions due to low
creditability and income levels.

Busan Bank launched products with preferential interest rates for low-incomers. ‘BNK Hope
Fostering Installment Savings’ and ‘Hopeful Future Installment Savings’ are products with
preferential interest rates for the socially underprivileged and lower income groups, respectively.
Busan Bank ensured to provide tangible assistance for low incomers to build up their assets.

For loan products, we added product portfolios for working class customers with low creditability
and income that cannot visit branches despite their need for financial support. ‘New Hope Seed
Loan’ and ‘Happy Dream Loan for Employees’ launched this February following the planning
phase in 2018 can be executed in 10 minutes through mobile devices. They were designed for
employees in need of contingent funds to conveniently access without being constrained by the
bank operating hours.

Diverse card products and schemes are also up and running to help out the socially
underprivileged. Braille cards for the blind and Multicultural Love Card for assisting multicultural
households are also available, and the issuance fees for debit cards for the disabled are exempted.

Savings Products with Preferential . .
( ( Interest Rates for Low Incomers ( ( Microcredit Loans ) )

+ Benefits the disabled, child
breadwinners, defectors, and
multicultural families etc.

4.5% ~ 4.9% per subscription period

BNK Hope
Fostering
Installment
Savings

Mobile New
Hope Seed
Loan

+ Maximum ceiling of KRW 30 million per
credit rating of wage earners

+ Maximum ceiling of KRW 100 million
for the mid-level

- credit holders per income percentile
(mid-level interest rate product)

Hopeful
Future
Installment
Savings

« Lower income groups, as identified
by Busan City Government

(Card products/Schemes for the socially underprivileged \

r |
+ Braille cards for the blind: Green Credit Card, My Zone + Issuance of UNICEF gift cards: accumulating of UNICEF
Debit Card fund for the amount used for gift cards
+ Multicultural Love Card for supporting multicultural + Exemption of the issuance fees for debit cards for the

households: credit and debit cards disabled (since October 2018)
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Supporting Youths
and Rookies Fresh Out
of School
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Youth Stepping Stone Card

Responding to Low Birth
Rate in Conjunction
with Local Governments

-
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Happiness Double Dream Savings

BNK Financial Group supports youths by rolling out various products for public interests for them to be
economically active despite challenging conditions. Busan Bank launched ‘Hope for Youth Bankbook’
to help self-sufficient youths to build up their assets, and ‘Youth Stepping Stone Card’ to provide
vouchers for job-seeking youths, thereby providing financial support for low income-earning and job-
seeking youths. Kyongnam Bank rolled out ‘Changwon Youth Hope Savings’ to assist recipients of
new-start allowances by signing an agreement with Changwon City Government. The bank began to
sell housing subscription savings with preferential benefits for youths by being designated as a seller
of housing subscription savings products. Meanwhile, ‘Housing Deposit Fund for Youths in South
Gyeongsang Province” was launched for homeless youths as heads of households from this April
through the planning phase of 2018.

r—( Busan Bank % r—( Kyongnam Bank %

+ High interest-rate savings for young re-
cipients of new-start allowances to build
up their assets in Changwon

+ One-on-one matching savings for
self-sufficient youths selected by Busan
City Government

Changwon
Youth Hope
Savings

Hope for
Youth
Bankbook

Housing Subscripti
Saving with

« Selecting housing subscription seller in
April 2018 and launching the Housing
Subscription Saving with Preferential
Benefits for Youths

Youth
Stepping

+ Providing vouchers with financial sup-
port for job-seeking youths selected by
Busan City Government

+ Extending the loan of up to 90% of the
rental deposits for youths recommended
by South Gyeongsang Provincial
Government

+ Supporting with low-interest loans for
youths and rookies recommended by
Busan

Loan for
Housing
Deposits

BNK Financial Group takes proactive actions with local governments to counter another severe social
problem in Korea - low birth rate. Kyongnam Bank runs products to provide special interest rates to
the working class that were born in the region and completed the moving-in registration by signing
an agreement with city governments of Gimhae and Jinju. The bank also sells special products with
preferential interest rates for recipients of child allowances to cater to the government’s child policy.

(—< Busan Bank % (—< Kyongnam Bank %

Gimhae . Aligned deposit and savings . ) )
the Gaya Genuine products with Gimhae and Happiness Child Dream Products with prefe(epnal
Jinju Love  F Jinju city governments, Double Dream interest rates for recipients

Savings of child allowances (Child
Dream Savings sold from

January 2019)

Bankbook /' providing special interest Savings
rates to those born in specific
areas/that have completed

the moving-in registration
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BNK’'s Efforts to Revitalize the Economy \@
with the Community

Revitalizing SMEs and
the Regional Economy
through Productive Finance

Specialized Financial
Support for SMEs

AR R W

P

EEJ|YEx

HML Fwan
Strong Company Bankbook

Another key financial policy in 2018 initiated by the financial authorities along with inclusive
finance was productive finance. BNK Financial Group made wide-ranging efforts to fully support
regional SMEs to practice productive finance and contribute to win-win growth with the region.

Exclusive Tech-Financing Division

Busan Bank and Kyongnam Bank have formed an exclusive division, led by a tech financing
taskforce, under the direct supervision of the bank presidents. This division has proactively
tapped into tech financing that extends loans to financially struggling SMEs, which suffer from
a shortage of funds despite having outstanding technological capabilities. In particular, SMEs
with high growth potential are selectively explored by dispatching tech financing specialists
to the sites. The banks systematically ensure tech financing through a thorough evaluation of
technological capabilities and consultations for financial support.

( President of Busan Bank )

T Dispatch Tech
( Tech Financing TF ) Financing Experts
I
Smal-and Technology Technology
MedurrSized Startup Evaluation Financing
FrandngTeam Team Review
Team
Offer Tech
Coordination Technology and Review Financing Services
and Planning Credit Evaluation

Specialized Products for Local SMEs

BNK Financial Group strives to implement productive financing by extending financial support
to tech-savvy companies, and lowering the interest rates for job-creating companies. In 2018,
starting with the New Start Special Loan, Busan Bank has developed several specialized
products, including the Busan Bank Special Tech Loan (a special loan for tech financing) and the
Speed-up Special Loan, thereby extending multifaceted support to local SMEs. Kyongnam Bank
offers benefits for various operations dealing with corporate bankbooks including benefits in
fees for regional SMEs by launching ‘Teunteun (Strong) Company Bankbook.” In early 2018, the
bank provided a special interest rate for temporarily launching a product titled ‘Tantan (Solid)
Successful Savings’ to celebrate winning of the Presidential Commendation in the 22nd Awards
for Financial Support for Small- and Medium-Sized Startups.

BNK Financial Group: High Tech Financing Evaluation Scores

Busan Bank provides substantial financial support for the growth of promising tech start-ups
in the region as a leading bank in tech finance, being ranked first in the evaluation of tech
finance records in the banking sector in the first half of 2018 conducted by the Financial Services
Commission. Kyongnam Bank was ranked first in the FSC performance evaluation of tech finance
in the banking sector in the second half of 2017, and second in the second half of 2018. As such,
BNK Financial Group has positioned itself anew as a representative bank that leads tech finance.
In addition, Busan Bank acquired the accreditation of ‘Level 4 in the roadmap for establishing
tech credit loans’ for the first time as a regional bank. The bank plans to continuously expand
consulting services on tech, knowledge and properties by leveraging the relevant specialized
workforce in the bank as it entered Level 3 in April 2018 and Level 4 in April 2019.
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Facilitating Regional
Win-win Growth and
the Regional Economy
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Executing Partnership Projects with Small and
Medium Business Administration of the Region

Support for Job Creation
in the Community
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Job creation for revitalization of the regional
economy

Financial Support for Suppliers Subject to Restructuring in the Regional Industries

Busan Bank extended financial support for suppliers hit hard by regional industrial restructuring in
GM Korea Gunsan Plan and a medium-sized shipbuilding company from April 2018. As such, the bank
has pushed for win-win growth with the region through finance by minimizing the impact on the
regional economy and turning it around. From July 2018, the recipient list was expanded to include
shipbuilding equipment suppliers and companies in specific areas that counter industrial crises (eight
areas including Gunsan, Ulsan, Donggu and Geojae). For loans for SMEs in the region, postponement of
the maturity up to maximum one year or suspension of installment payment have been applied.

Special Loans for Auto Part Makers in Busan

BNK Financial Group signed a business agreement to extend preferential guarantees for contingency
funds for auto part makers in the region in conjunction with Busan Credit Guarantee Foundation in April
2018. The foundation extended special guarantees worth KRW 100 billion with special contributions of
Busan City Government, and Busan Bank and Kyongnam Bank in the financial sector primarily executed
the loans. Special guarantees are extended up to KRW 800 million for Busan-based auto part makers
whose NICE credit rating is B- and above. By doing so, we were able to pave the way for such companies
to overcome the crisis as they were financially hit by the sluggish performance of makers of finished cars.

Executing Partnership Projects with Small and Medium Business Administration of the Region

Kyongnam Bank conducts various partnership projects in conjunction with Kyongnam Small
and Medium Business Administration and Ulsan Small and Medium Business Administration.
The bank carried out various projects with the former including ‘supporting acceleration of start-
ups’ and ‘fostering venture capitalist specialists in the southeastern region of Korea.” With the
latter, the bank conducted such projects as ‘supporting traditional markets to subscribe to fire
insurance’ and ‘procurement fair for SMEs.” Kyongnam Bank conducted 11 joint projects with
the two small and medium business administrations, contributing to stimulation of the regional
economy with funds worth KRW 160 million.

Organizing the Job Fair (Job Festival)

Busan Bank organized 2018 Busan Job Festival with BNK’ inviting 170 companies to recruit 900 new
hires in total in partnership with Busan City Government, Dong-Eui Institute of Technology, Sunbo
Industries Co., Ltd. and the Busan Customized Training Council. The bank proactively contributes to
job creation in the community by inducing job creation through one-stop support for landing jobs,
raising the employment rate and extending financial support for companies that create jobs.

Signing and Implementing a Business Agreement for Funds for Job Creation and Shared Growth with SMEs

Busan Bank signed a business agreement for Funds for Job Creation and Shared Growth with
SMEs to intensify roles of regional banks in job creation and revitalization of the local economy.
The fund is worth a total of KRW 20 billion available for helping out SMEs striving for job creation
in the region. For an eligible company, a congratulatory cash gift (worth KRW 200,000) is paid for
each occasion of recruiting a new hire.
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BNK Way 04 — Communication and Teamwork

Significance of Issues

—

Talent Management

BNK’s Approach

—

Employee competency equals corporate competitiveness. Raising employee competitiveness
has become essential for boosting corporate competitiveness, especially in the era of the Fourth
Industrial Revolution. BNK Financial Group was able to reap continued growth despite the
rapidly changing business environment thanks to its employees. Meanwhile, guaranteeing a
higher quality of life and forming a happy workplace for employees is a continuous source of
both corporate competitiveness and improved social benefits. Society is moving towards a focus
on work-life balance, as seen in the recent implementation of the‘52-hour workweek.’

G

d 95

Future Directions

—

BNK Financial Group recognizes that talent development is a key prerequisite for boosting
competitiveness in the future. As such, the Group HR Development Institute was launched
under the leadership of the chairman as the Group strives to facilitate enterprise-wide talent
development and secure diverse training programs. Moreover, the Group has realigned it’s
work-life balance scheme and reinforced employee welfare benefits in order to create a‘great

workplace.’
)
i

2018 Key Performance

—

KPI of Core Issues

)

BNK Financial Group reinforces its sustainability through the execution of advanced talent
management. To this end, the Group will further strive to foster creative talents for stronger
future competitiveness and intensify welfare benefits for employees. Furthermore, it will create
an employee-friendly company by realigning its HR scheme to focus on job functions and
performance and expanding its culture of communication with employees.

=
cee 200

Training hours per employee Training cost per employee GWP satisfaction score
at BNK Financial Group at BNK Financial Group 72 points
98.5 hours KRW 766,000

Management “ e Eeslls
Key Issues Indicat e .
Roicators Goals Performance - LR -:!E-‘:E-

Intensifying training for Al e pen 96 hol 98.5 hours | Achievement 100 hours ours
talent development individual employee

Forming a corporate . X . . . A :
culture that guarantees | GWP satisfaction score | 72 points 72 points | Achievement 75 points TT points
work-life balance
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Strategies for
Talent Development

Facilitating
Enterprise-wide Talent
Development

Accrued number of trainees per year
and the percentage of variation
(Unit: persons, %)
@ BNK Financial Group @ Busan Bank
Kyongnam Bank © Affiliates () Total

Number

oftinees EXTI )L 2,467 35,787
n28

Number

bliela 180 17,277 1,909 28,555

in2017
* Increase of 25% at the Group level

Baeum, Learning

Mileage points based on
time spent in voluntary self-
development

Nanum, Sharing

Mileage points based on time
spent in knowledge sharing
(lectures)

Kium, Development
Mileage points based on time

spent attending weekend
courses in one’s organization

BNK Financial Group fosters financial experts that can induce innovation through challenges and
create new values by realizing the management vision to takeoff as a global standard financial group.
Ideal employees of BNK Financial Group are individuals who are passionate about what they do, as
demonstrated through pioneering and innovative thinking and action and who challenge themselves
with passion and creativity. They are also required to proactively take part in new tasks by utilizing their
expertise as financial specialists.

Ideal Employees of BNK Financial Group

oo

rofessional Financial
Specialists

Innovative
Challengers

Value Creators

BNK HR Development Institute

On January 10, 2018, BNK Financial Group opened the BNK HR Development Institute under the
direct leadership of its chairman to strengthen its future competitiveness and nurture the growth
of financial specialists. The institute conducts diverse training programs ranging from joint
training for all BNK affiliates to specialized training in four core areas of the Group and rank-
specific competency buildup programs. We will generate synergy as “one company,” with all
affiliates are united through the institute. Since the opening of the institute, employee training
has been fully activated, and outstanding achievements have been made in accrued number of
participants enrolled in the training and in training performance.

Global MBA Sponsorship Program

BNK Financial Group has conducted the ‘Global MBA Sponsorship Program’ for employees
to reinforce employee competency and development global talents. Through this program,
three employees from Busan Bank and Kyongnam Bank were able to enter MBA programs at
Rice University in the U.S., Hong Kong University of Science and Technology and the National
University of Singapore. Moreover, 11 employees entered domestic MBA courses at Pusan
National University and Korea Maritime University, reaping the opportunities to develop their
competencies.

BNK Training Mileage Points

BNK Financial Group came up with ‘BNK Training Mileage Points’ in March 2018 to create a
corporate culture that encourages self-development by reflecting the CEQ’s management
philosophy. We give mileage points to employees for self-development activities and encourage
them to engage in voluntary competency buildup programs by incentivizing them through
overseas study and gift vouchers once they reach a certain threshold.
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Developing core talents
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Intensifying Competency Buildup Programs in Four Key Areas of the Group

BNK Financial Group is working to strengthen its training programs to boost its future
competitiveness by nurturing key talent in employees that will lead its four key business areas : CIB
(corporate investment banking), WM (wealth management), digitalization, and globalization. In 2018,
435 employees completed training in these areas to grow as futures talents of the Group.

/ ~
Specialized training in CIB: - Content: Project finance, syndicate loans, M&A, IPO, Pl and PEF
109 trainees in total structuring finance, etc.
~ _/
/ ~
Specialized training in digitalization: « Content: Digital marketing, financial ICT trends, commercialization
327 trainees in total strategies, data analysis etc.
~ _/
Specialized training in WM: « Content: Real estate/taxation consulting, financial planning, asset
121 trainees in total market analysis, stock/bond portfolios, etc.
~ _/
« Goal: To experience advanced finance and overseas channels
Global training: 78 trainees in total « Target countries: U.S., Europe, Hong Kong, Singapore and Southeast
U ) Asia, etc.

Establishing a Roadmap for Core Specialist Development through the C-HRD Conference

Busan Bank’s key direction for training was designated to ensure that the acquisition of competency
would generate the continuous performance to sustain the bank for the next century. Based on this,
Busan Bank established a roadmap for fostering diverse financial specialists. The Core-HRD (C-HRD)
Conference is a collaborative training system that aims to systematically foster personnel based on
the roadmap, while developing customized training courses through department-specific roadmaps
for the fostering of core specialists. The conference, held several times a month, raises effectiveness
in training by establishing and managing annual training plans for core personnel through
collaboration with the institute and designating trainers for each department.

Developing Core Talents for Responding to Future Finance

In 2019, Kyongnam Bank continues to conduct specialist training in digital finance for new hires
and current employees in the field of D-IT to develop specialists in big data and machine learning.
Moreover, the bank opened the BNK Leaders School (with junior, professional and master levels) to
foster talents that have a high understanding of CIB and new industries. To further enable preemptive
responses to changes in the business environment,the bank also hosts frequent, special lectures
(Understanding Millennials, Collaborative Leadership, etc.) to manage employee development.

Securing Competencies for Financial Total Care

Busan Bank has strived to secure ‘financial total care competency,aiming to specialize in practical
knowledge and strengthen customer communication. ‘Bandi Academy’ was opened as an after-
work self-development program running a wide range of courses to boost employees’ practical
competencies and productivity at work. Opportunities for voluntary self-development were offered
to 2,020 employees through 56 courses in 11 sections in Seoul, Busan and Kyongnam. Moreover,
an intensive course titled ‘Building up Sales Competency of Window Staff’ was launched for
each level in order to preemptively respond to the changing business environment including the
expansion of non-face-to-face channels. The bank was able to raise its capabilities in customer
communication by intensifying customer counseling competency for 414 employees, sharing sales
know-how in non-face-to-face channels and raising the level of product understanding.
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Creating a Corporate Culture That Guarantees |

a Work-Life Balance

Baseball watching event

BNK Nursery

Employee health check-up

BNK Financial Group is at the forefront of establishing a family-friendly corporate culture for employees
to strike a proper balance between work and family life. We run wide-ranging customized welfare
benefits for employees to feel a sense of joy and reward through a happy work life. We also strive to
improve accessibility to these schemes so that all employees can freely take part.

[ PC Shutdown ] [ - Guaranteeing free evening time for employees, PC shutdown 7:00pm-> 6:00pm

+ Encouraging watching local sports teams: Lotte Giants, NC Dinos (baseball), L

el Sipeis e Sakers (basketball)

+ Conducting family engagement programs, such as ziplining and rafting, and
rural and wetland experiences
Providing trips for parents of employees and programs where families are invited

Family Engagement
Programs

[ Encouraging Vacations ] [ « Providing year-round and summer vacation lodgings, such as condiminiums J

- Signing the ‘Agreement to Create Decent Jobs through the Practice of a Work-Life
Balance’ (Busan Regional Employment and Labor Administration) (December, 2018)

Others - ] -
Organizing cultural events, running self-development programs after work and providing
club programs, etc.

In order to address the issue of the low birth rate, which has been spotlighted as a severe social
problem, BNK Financial Group proactively supports childbirth and childcare for female employees.

In-house Childcare

+ Busan Bank: 200 children in 4 centers / Kyongnam Bank: 66 children in 2 centers
Centers

+ Allowing pregnant employees to come to work at a flexible time, flexible work
schemes for maternal leave returnees and flexible work schemes for employees
with school-age children

Flexible Working Hours

Maternal Protection employees, and setting up nameplates indicating pregnancy at counters

+ Paying normal wages during maternal leave (in compliance with law)
+ Paying an additional 30% of basic wages from the data of maternal leave up to the
seventh month

Maternal Leave and
Childcare Leave

[ Environment for

N B\ —
YY)

« Providing clothes to block electronic waves to protect the fetuses of pregnant J

BNK Financial Group runs a number of employee health management programs, paying extra attention
to not only their physical health but also psychological health.

. - Periodic health check-up, collective accident insurance, support for rehabilitation/
[Emstmg Welfare Programs] [ medical expenses, etc.

Support for Disease
prevention

- Outreach health keeper service: visits to branches, health management support
for employees, CPR (Cardiopulmonary Resuscitation) training, etc.

Health Funds + Managing a Diet Fund and Anti-Smoking Fund, and incentivizing performance

« Providing professional psychological counseling for the mental health of

BNK ‘Healing Mind employees, conducting the Smile Day and lectures on healing therapy, etc.

Others « Operating fitness centers and waging the ‘Stairs UP! Health UP’ campaign, etc.

— J_J J_J
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—

Fair Performance Management and
a Communication-Driven Corporate Culture

Recruitment
and Evaluation &
Compensation

Career briefing session

Establishing
a Communication-Driven
Corporate Culture

Employee Satisfaction Surveys

(Unit: points)
2018

2017

2017 2018

Men T3points  Men T4points

Women 69points  Women Tlpoints

// 7 N
/
[ oS0
T

Recruitment

We seek to bolster BNK by recruiting new and experienced hires with global competency and
expertise. We run a fair recruitment process, during which no applicants are subject to unfair
discrimination for reasons of nationality, gender or religion. In addition, Busan Bank shifted 18
contract-based employees to regular status in 2018 to create stable employment for irregular
employees, and strives to expand support for jobseekers in the community.

MBO (Management by Objectives)-based Performance Management and Evaluation & Compensation

In order to manage the organization in a stable manner, BNK Financial Group has established a
policy direction of looking at long-term performances when conducting evaluations, not short-
term results. Furthermore, we provide remuneration and compensation including profit sharing,
rewards and other incentives to employees based on their contribution to performance as well
as the outcome of systematic performance evaluations, thereby fostering a performance-driven
corporate culture.

Employee Satisfaction Surveys

BNK Financial Group conducts employee satisfaction surveys and questionnaires in line
with evaluations by the Great Place to Work Institute (GPTW), a global consultancy on ‘Great
Workplaces.” Results from the 2018 satisfaction survey showed an increase from the previous
year, to 72 points.

Cooperative Labor-Management Relations

Periodic meetings between the Labor Council and abor union are held to forge cooperative ties
based on trust between labor and management. Communication channels among employees
are facilitated to discuss and negotiate key matters on corporate management, employee
treatment and welfare benefits. The diverse employee feedback is reflected in corporate
management.

Communication with the CEO

BNK is creating various opportunities to promote communication between management and
employees. Busan Bank is facilitating communication between the CEO and employees by
holding the “Cultural Event with the CEO” and the “Meal for All Five Senses”, among other
initiatives. For its part, Kyongnam Bank holds “Talk to Get Close” and the CEQ’s Special Lecture
to help build employee trust in the CEO.

53







Risk Management

Environmental Management
Digital Innovation

Human Rights Management
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Risk Management ot

Enterprise-Wide Based on its risk management principle, which stipulates that “all members of the Group seek

Risk Management the contl.nued growth an.d deve.lopment'o.f.thf Group .by mfamtalnlng a .b.alance between .r|sk
and profit when conducting business activities”, BNK Financial Group efficiently manages risks

System that can occur at the overall level of Group operation. For systematic management, the Group
recognizes, measures, reports, and controls potential risks according to its risk management
policy. Risk management takes place through a procedure where all critical risks that might
occur in sales and management are recognized, perceived risks are measured and evaluated,
evaluation outcomes are monitored and controlled, and then the outcomes are reported to
the BOD (Risk Management Committee) of the Group and the management. Each year, the
Risk Management Committee sets risk management strategies and the Group’s risk ceilings are
aligned with management directions and plans in order to facillitate preemptive responses to
potential risks amid the changing financial environment.

and Roles of %)@:roup Risk Management Committ@

Risk Management Group CEO

r e N
— Group risk management system (Risk Management Officer))—{\ Group Risk Management Council |
| )
s
9 Group Risk Management
I

Reporting and suEgest'\ngthe Monitoring strategies, “/Risk management assembly\\‘
management regulations and risks N in each affiliate Y

. o o

BNK | BNK || BNK | BNK || BNK | BNK |  BNK | | BNK

Busan Bank Kyongnam Bank Capital Securities Savings Bank Asset Management Securities System

R R S T S S

Risk Risk Risk Risk Risk Risk Management | | Employeesin charge | | Employeesin charge
Management / | Management / | Management / | Management / | Management Team ) | ofrisk management | of risk management

\H/'Loan Review Department'\‘
/) \_ [Risk Verification Team) /

current status on i

Risk Management
Committee

Establishing enterprise-wide risk management strategies and plans as the top
decision-making body for risk management at the Group

Risk Management Officer Assisting the Risk Management Committee, supervising risk management operations

of the Group

BNK Risk Management
Department

[
[
[
[ BNK Loan Review
[
[

Undertaking overall operations according to the Group’s risk management policies
and procedures

Raising asset soundness through intensified loan management functions,
Department establishing ex-post management policies

Risk Verification Team Verifying the relevan{:e of the Group’s risk measurement model and risk
management operations
Affiliates’ Risk

Management Unit Managing the risk management unit and implementing risk policies in each affiliate

— J _JL _JL I\ J\ J
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Key Risk Management
by Type

BNK Financial Group has established a BIS ratio (the capital adequacy ratio vis-a-vis risk
assets of a bank) as a standard methodology to proactively respond to changes in the capital
regulatory environment. Since February 2016, we have been running a project for the adoption
of an internal rating method for the Group to improve its BIS ratio calculation system and risk
management system.

Through the project, we have established a single credit rating model at the Group with its
two-bank system for the first time in the domestic financial sector. We have advanced the risk
control structure at the Group through this consistent credit rating systems for Busan Bank and
Kyongnam Bank. Subsidiaries of the banks have established measurement systems for key risks
(credit, market, operational and interest rate & liquidity risks) and periodic and systematic risk
evaluation.

Type of Key Risks Bank Subsidiaries’ System Key Functions

Retail credit evaluation model Calculating credit ratings of retail borrowers, etc.

Credit Risk Non-retail credit evaluation model Calculating credit ratings of non-retail borrowers, etc.

Credit risk management Calculating credit risk, monitoring and crisis analysis based on regulatory/internal capital

Market Risk Market risk management Calculating credit risk, monitoring, crisis analysis and sensitivity analysis based on regulatory/interal capital

Operational Risk Operational risk management

Calculating operational risks based on the regulatory capital, self-diagnosis of operational risks and
setup of an evaluation system, and management of loss data

Interest Rate/Liquidity Risk ALM management

Calculating interest rate/liquidity risks, simulation of interest rate/liquidity maturity (gap) and NII, LCR
calculation and crisis analysis, etc.

BNK Financial Group
Risk Management
Direction

Lower corporate productivity and higher household debts have topped the social agenda amid
the latest low growth phase of the domestic economy. Digital technologies developing at a rapid
pace have intensified competition amongst companies and make it difficult to explore new
growth engines. Emerging risks that may affect the future business of BNK Financial Group raise
credit risk and intensify competition in the financia