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Sustainable Management

Sustainable Management involves business
management activities that aim to pursue
sustainable development by seeking eco-
nomic, social and environmental sustainability
of an enterprise. The Korea Rural Community
Corporation (KRC) has been pushing ahead

with a sustainable management system in line

with its missions to fulfill its economic, social
and environmental responsibilities and to ef-
fectively create sustainable values.

Significance of Sustainability Report

KRC discloses its sustainable management
activities and performances in accordance
with reporting principles based on stakeholder
engagement to enhance transparency of its
business activities and to reinforce its social
responsibility as a public institution that com-
municates with its stakeholders.

Cover Story
KRC has been serving the needs of its cus-
tomers for more than a century. The cover
represents KRC's commitment to being “happy
together” with rural communities creating a
new future.

Global State-run
Enterprise
Building Happy Rural
Communities
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KRC Headquarters in the-Gwangju-Jeonnam Bitgaram Innovation City

Korea Rural Community Corporation will create a new century for a happy future for
rural communities at the Gwangju-Jeonnam Bitgaram Innovation City, a place with the
nation’s history of agricultural development. As a global public enterprise, KRC will pur-
sue globalization and localization at the same time to lead creation and innovation for
rural communities, moving towards becoming the world’s best and top-tier enterprise.
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About This Report

Significance of This Report

The Korea Rural Community Corporation (KRC) has published its Sustainability Report since 2009 in
an effort to disclose economic, environmental and social values that the company creates through its
sustainability management for its stakeholders in a transparent manner and to promote brisk com-
munication with them. This report is the fourth Sustainability Report issued by KRC. The most recent
Sustainability Report prior to this report is the 2012 Sustainability Report "Clean & Green." KRC pub-
lishes its Sustainability Report biennially. The 2014 Sustainability Report included not only KRC's past
achievements but also its future plan on sustainable development to share its future strategies with
stakeholders, broadening the scope of communication.

Reporting Period, Scope and Boundary

This report was prepared based on the performances of KRC's headquarters, four institutes, nine
regional headquarters, 93 branches and seven project offices with a portion of data reflecting per-
formances of only the headquarters and some branch offices. The reporting boundary was decided
by identifying impacts by each material aspect, which is indicated on page 27. The reporting scope
is from January 2012 to December 2013, and quantitative performances are reported on a three-
year basis in order to show the recent development trends. For some performances deemed signifi-
cant, this report covers information up to 2014. Due to change in accounting policies since the 2012
Sustainability Report, some information including economic performance data has been modified.
Even some performances and information with no changes made have been produced again to help
understanding. The reporting scope and boundary remain unchanged, compared to the reporting
period of the 2012 report.

Reporting Principles and Assurance

This report was prepared according to the G4 Core Guidelines of the GRI (Global Reporting Initiative),
an international standard for sustainability reporting, as well as the ISO 26000 international standards
on social responsibility. To ensure accuracy and credibility of the report's content, this report received a
third-party independent assurance. The detailed assurance statement can be found in the Appendix.

Contact Information for Further Information and Inquiries
For more information on this report, please visit the website (www.ekr.orkr). For further inquiries or
opinions, please use the survey in the Appendix or contact us using the details below.

Sustainability Management Team, Planning and Coordination Office, Korea Rural Community Corporation

Address (520-350) Korea Rural Community Corporation, Geurin-ro 20 (Bitgaram-dong), Naju-si, Jeollanam-
do, Republic of Korea

Contact Deputy general manager Ki-bong Lee, Department of Strategy & Planning

Tel 061-338-5144

Fax 061-338-5109

E-mail rockiten@ekr.or.kr
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“We Will Become a Global State - run Enterprise, Creating Happy Rural Communities ”

Since its foundation in 1908, KRC has remained committed to safeguarding farming and fishing communities
in the nation. Despite rapid urbanization and declining farming population, it has laid the foundation for self-
sufficiency of rice, the nation's staple food, while expanding the national land through reclamation projects as
large as 2.5 times the area of Seoul City. KRC has faithfully fulfilled its main roles of building the foundation for
agricultural production and conducting water resource management, while undertaking policy projects such
as regional development for farming and fishing villages and farmland banks at the same time. However, farm-
ing and fishing communities in the nation are currently faced with a complex crisis situation characterized by
an ageing society, hollowing-out and a deepening income gap between cities and rural areas. The country's
agricultural and fishing industry is also faced with the inevitable pressure of mark-opening amid expanded FTAs
and rice tariffication. In order to actively respond to such crisis situation, KRC established a new vision and in-
novation strategies last year and has made ceaseless efforts to overhaul itself to instill hope among the nation's
farming and rural villages, agricultural and fisheries industry and farming and fisheries population. The corpora-
tion announced its new vision of becoming a "global public corporation creating happy farming and fishing
communities" in December 2013, marking the 105th anniversary of its foundation. In order to realize the vision,
it has been expanding its main roles and pushing ahead with internal innovation, while enhancing its global
competitiveness to lead the globalization of the agricultural industry.

KRC, which places its top priority on the happiness of farming and fishing communities, aims to boost agricul-
tural competitiveness and to contribute to economic and social development of farming and fishing villages by
implementing farming and fishing village improvement projects and the farmland banking system, providing
comprehensive management for agriculture infrastructure facilities, and helping the farming population main-
tain their farming business on an appropriate scale. It will also play a key role in providing safe agricultural ser-
vices for farmers and fishermen by adopting advanced farming and fishing infrastructure such as improvement
of farming production bases and modernization of irrigation facilities. In addition, KRC will reinforce projects
designed to provide assistance for agricultural income stabilization such as a farmland scale improvement proj-

m KRC Sustainability_Intro

ect, farm-debt reduction support, and the farmland pension system, which are aimed to increase income of
farming and fishing population and to stabilize old-age income, thereby offering practical benefits to farming
and fishing households.

KRC also strives to develop new policies and growth-engine projects that meet new demands in order to en-
sure management stability and sustainable development. The corporation exports agricultural development
technologies to developing countries in Southeast Asia and Africa by building organization and systems that
can systematically support overseas agricultural development projects, while helping private companies ad-
vance into overseas agricultural sectors. It is also building the management foundation for stable growth by
steadily strengthening capabilities to export agricultural SOC (Social Overhead Capital) technologies. In ad-
dition, KRC plans to vigorously push ahead with low-carbon, green growth projects including photovoltaic,
wind, and geothermal power projects utilizing unused sites.

Based on its experience and expertise accumulated while developing the world's top-tier agricultural technol-
ogies and cultivating advanced farming and fishing villages, KRC is reaping tangible outcomes on the global
stage. The Yeongsan River Comprehensive Agricultural Development Project, which had been launched with
foreign aid, is now considered one of the most successful agricultural development models in the world. KRC
is committed to enhancing competitiveness of farming and fishing villages in Korea on the global level and el-
evating global standing of the Korean agricultural industry by spreading such success models for agricultural
and farming village development.

In September 2014, KRC's headquarters were relocated to Naju Bitgaram City, an innovation city in the
Gwangiju/Jeollanam-do region, opening new horizons for creating a brighter future. In an effort to create a
corporate culture of promoting creativity and efficiency by overhauling the way of doing business at a new
workplace, the corporation has established a future-oriented work environment, while realizing a sustainable
smart work culture. In addition, it strives to handle all activities by placing top priority on ensuring the safety
of citizens and to improve institutional systems to build an organizational culture characterized by transpar-
ency and integrity, moving towards becoming a public corporation trusted by the public.

Meanwhile, KRC will move closer to its customers through its management customized to communities
where it communicates with farmers and fishers through on-site management and promotes co-prosperity
with local governments. It will push ahead with the "farm, mountain, fishing village happiness-charging proj-
ect," its customized social contribution activity reflecting its characteristics, while creating jobs to ensure eco-
nomic stability for farming and fishing villages and working-class livelihood, and promoting shared growth
through partnerships with small and medium-sized enterprises (SMEs), thereby contributing to enhancing
the happiness of our customers.

KRC will continue to pursue sustainable growth based on its economic, social and environmental responsibili-
ties and to listen to voices of our stakeholders to respond to crises threatening sustainability of farming and
fishing villages such as climate change and water shortages. It will do its utmost to ensure happiness of farm-
ing and fishing villages, communities and industries by combining the wisdom and capabilities of its 6,000
employees. KRC will also comply more strictly with the principles of the UN Global Compact on corporate
social responsibility, which it joined in 2007. Your continued interest in the efforts of KRC, a global public cor-
poration leading sustainability management, shall be greatly appreciated.

Sang-Mu Lee
President and CEO of Korea Rural Community Corporation

Report Overview / CEO Message / Highlights / Company Profile _
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Smart Work

Leading other public institutions

~ &8

- Performing work without any restraints of time and space and innovating the way of doing work through institutional system/
‘ space/ ICT/ and culture to ensure sustainable growth of individuals, institutions and society

Realizing Customer Satisfaction

_m m m Public-Service Customer Satisfaction Index 97,7points

KRC selected as an excellent organization in the Public-Service Customer Satisfaction Index for seven consecutive years through its
efforts to improve customer satisfaction such as transparent disclosure of information and on-site briefing sessions
Rural Community Happiness Recharging Activities

Rural housing repair for 2 2 3 households; participation of 5 0 y O 0 Oemployees in skills donation

for rural communities; and organizing joint wedding ceremonies for multicultural families, etc.

® W
ECoNowmY i) l owgﬂ

Establishing Safe Farming Infrastructure

Drainage improvement rate 5 3 O% irrigated paddy field rate (10-year return period) 59 3 % KRC’s unique, customized social contribution activities aimed to improve the quality of life for socially underprivileged rural residents
[ ] ’ [ )
Establishing safe farming infrastructure by supplying agricultural water in a timely manner and installing and managing irrigation l
facilities in drought and flooding-prone areas \ P4
Enhancing Agricultural Competitiveness 77N
/

Expansion of average rice paddy management scale for farming households supported by Farmland Bank by

3 ,1 ha and their increase in income from rice cultivation by KRWZ 3mi||ion ‘

Contributing to improving agricultural competitiveness by fostering skilled rice farmers with scale and expertise ENVl RON M ENT

Developing Rural Communities

803 farm-stay villages, 1 'O 52mi|lion visitors, and KRW98 . 5bi||ion in revenue

Boosting vitality of rural communities by promoting regional development and urban-rural exchanges

Exporting Social Overhead Capital (SOC) Technology 17,303 cozeq reduction

GHG Emissions Year-On-Year Reduction by 10%

. o Cutting back on GHG emissions through high-efficiency energy facilities, increased use of renewable energy, efficient business
|n the Ag I'ICUltU I'al SeCtOF operation and promotion of eco-friendly activities
. . | | Winning Renewable Energy Awar
Winning orders worth KRW 526b|ll|on and offering technology service for 1 1 OdIS’[I’ICtS in g kene ab € ergy d dS
2 7countries around the world 5 6, 9 8 5|\/|Wh in electricity generation, KRW8 .1 billion in power generation profit
Promoting cooperation among countries and regional development through a new growth-engine project of technology transfer Realizing low-carbon, green growth by generating renewable energy (22 photovoltaic plants and 25 small hydropower plants)
on rural community development through the utilization of rural resources

n KRC Sustainability_Intro Report Overview / CEO Message / Highlights / Company Profile u
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KRC's headquarters have five divisions - Planning and Coordination Division, Rural Community

Company
Profile

KRC Headquarters in the Gwangju-
Jeonnam Innovation City

Company Facts (Asof 2013)

k’;_—_: Company Name
“* Korea Rural Community

Corporation

CEO
Sang-Mu Lee

Date of Establishment
December 8, 1908

Legal Ground

Korea Rural Community

tse B S

Corporation and Farmland

Management Fund Act

KRC is a public organization with a history of 100 years responsible for managing “land"
and "water." It specializes in farming and fishing communities, contributing to the econom-
ic and social development of farming and fishing villages and taking responsibility for food
production for the 50 million population in Korea by creating and supply farming land and
supplying water to farming and fishing villages through reservoir management.

KRC was established with an aim of boosting agricultural productivity and contributing to the eco-
nomic and social development of farming and fishing villages by performing the following duties:
Farming and fishing village improvement projects in an environmentally friendly manner; the Farm-
land Banking project; comprehensive management of agricultural infrastructure; and promotion of
appropriate farming scale for farmers. Over the past century since its foundation in 1908, KRC has
been in charge of development, improvement, and maintenance of agricultural production bases
centering on rice, the nation's staple food. It has fulfilled its duty as a public corporation by taking
the lead in large-scale state-run projects such as the Saemangeum Reclamation Project and com-
prehensive farming and fishing village development projects. It also relocated its headquarters to
Naju City, South Jeolla Province in September 2014, contributing to balanced regional development.
In recent years, KRC has been actively tapping into overseas markets based on its human resource
capabilities and technological excellence in the form of overseas agricultural industry and farming
village development projects, overseas technology service contracts, etc. Through such initiatives,
KRC is realizing "glocalization," excelling not only in Korea, but also in becoming a public corporation
symbol for global farming and fishing village development with global competitiveness.

Purpose of Establishment
Contributing to Economic & Social Development of Farming and Fishing Villages

‘ Promotion of appropriate

Development of farming
farming scale

and fishing villages

Revitalizing rural areas
Boosting agricultural
productiveness

Farming & fishing village
improvement projects

Comprehensive management of
agricultural infrastructure

Main Functions and Roles

Income increase for farming and
fishing communities & Competi-
tiveness enhancement

Eco-friendly improvement of rural
communities

Comprehensive management of

agricultural infrastructure

H & »

k2

=

Capital
KRW 1,835.3 billion

Revenue
KRW 3,621.2 billion

Operating Profit
KRW 23.4 billion

No. of Employees
4,948

Location of Headquarters

20 Geurin-ro (Bitgaram-dong),

Naju-si, Jeollanam-do,

Republic of Korea

n KRC Sustainability_Intro

Improvement of agricultural

production bases

- Development, management, and
conservation of water for rural
communities and groundwater
resources

- Farming land arrangement &
drainage improvement

Conservation of natural and living

environment for rural communities

- Prevention of water pollution,
sewage facilities

- Sewage, night soil, and waste water
treatment

- Ground water soil environment
surveys & purification

Development of rural areas &

promotion of welfare for agricultural

villages

+ Creation of rural villages and housing
sale for rural communities

Overseas projects & eco-friendly
education and research

Agricultural water management

Maintenance and improvement of
irrigation facilities

Facility safety diagnosis
Automation of agricultural water
management

Prevention of agricultural water
pollution

Cultivation of specialized full-time
farmers with appropriate farming scale
- Farmland transactions, long-term
lease, exchange  of agricultural land
Support for business recovery of
farmers
Trust management of Farmland
Management Fund

Provision of information on prices and
transactions of farmland

Organization

Organization

Development Division, Water Resources Development Division, Farmland Management and
Administration Support Division, and Future Planning Division - and 18 offices. Its' regional
organization consists of four affiliated institutes, nine regional headquarters (93 branch offices) and

seven project offices.

Secretary's Team

—- Public elations Team

Audit & Inspection Office

Planning & Coordination
Division
»Planning & Coordination
Office
» Business Management Office

» Information Technology
Promotion Office

» Emergency & Security Planning
Office

History

Rural Community
Development Division

»Farmland & Irrigation
Development Office

» Saemangeum Project & Land
Redamation Office

» Rural Community
Development Office

» Fish Community & Fishery Office

» Region Development
Evaluation & Supporting Office

Water Resources Development
Division

» Operation & Maintenance
Planning Office

»\Water Resources Operation
Office

» High Technology Project Office

» Groundwater & Geological
Technology Office

Farmland Management
& Administration Support
Division
» Farmland Bank Office

» Farmland Fund Management
Office

» Personnel Management &
Welfare Office

» Management Support Office-
Compensation Office

Affiliated Institutes (4)

»Rural Research Institute

»Human Resources
Development Institute

» Rural Community Resources
Development

» Technical Review & Quality
Management Institute

Regional Headquarters (9)

»Geyonggi  »Gangwon
»Chungbuk »Chungnam
»Jeonbuk  »Jeonnam
»Gyeongbuk »Gyeongnam
»Jeju

Branch Offices (93)

Project Offices (7)

»Hwaan »Cheonsuman
»Geumgang *Saemangeum
»Yeongsangang

»Saemangeum Free
Economic Zone

»Land Development

Future Planning Division

» Project Planning Office
» Qverseas Project Office

» Interational Cooperation
Office

»Dae-Ho Project Office
> Smart Work Taskforce

KRC started as the Okgu West Irrigation Association in Jeollabuk-do in 1908. It has evolved through several
consolidation- and renaming-processes. It was renamed as Korea Agricultural and Rural Infrastructure Corporation in

2000 and underwent another name change to Korea Rural Community Corporation in 2008 which has continued to
date. KRC leads the development of rural communities through efficient use and management of rural resources and
creation of new values for agricultural and fisheries industries, designing a future full of happiness and hope.

1908

Irrigation
Association

1990

Rural Development
Corporation
Rural Development

Corporation and Farmland
Management Act

1938 1942 1962 1970
Joseon Land Joseon Farmland Land Improvement Agricultural
Improvement Development & Association Development

Agency Management Corporation
Group Farmland Improvement
Association

1995

2000

Farmland Improvement Korea Agricultural and Rural

Association

Farmland Improvement
Association Act

Infrastructure Corporation

Korea Agricultural and Rural
Infrastructure Corporation and
Farmland Management Act

2005

Korea Rural Community &

Aagriculture Corporation
Korea Rural Community

Corporation and Farmland

Management Act

1971

Union of Farmland
Improvement
Association

2008 ~ Present

Korea Rural Community
Corporation
Korea Rural Community

Corporation and Farmland
Management Act
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Korea Rural Community Corporation Korea Rural Community Corporation

KRC at a Glance Korea Rural Community Corporation is carrying out domestic and overseas projects aiming at
development of safe and happy rural communities
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What We Do

Maintenance of Rural Community Water and Irrigation Fa-
cilities

Maintenance of agricultural infrastructure

KRC ensures stable supply of good-quality water needed for
farming by using agricultural infrastructure such as reser-
voirs, water pumping and distribution systems and irrigation
reservoirs, contributing to boosting agricultural productiv-
ity. It also efficiently responds to natural disasters such as
drought and flooding to protect facilities and agricultural
crops from various disasters.

Facility repair

KRC repairs old or damaged irrigation facilities such as
reservoirs and water pumping and distribution systems
which do not function properly, as well as facilities vulnerable
to disasters such as torrential rain and typhoons.

Rural agricultural water quality surveys and improvements
KRC evaluates and analyzes status of water quality and
water pollution trends of major rural agricultural water
sources across the nation to build the production foundation
for good-quality agricultural products and to preserve a
pleasant rural environment.

Agricultural water management automation

KRC conducts irrigation requirement, water quality and
facilities management in a rational manner by adopting
scientific water management technology. It also uses high
technology such as the water management automation
system in connection with the information management
system, promoting efficient management of agricultural
water.

Income Increase for Farming and Fishing Industries and Pro-
ductivity Enhancement

Farmland Bank Project

This project aims to boost productivity, to increase income
of farming households, and to enhance agricultural com-
petitiveness by expanding farming scale and promoting
collective farmland system through farmland transactions,
long-term lease, exchange and division. In preparation for
uncertainties in the farmland market amid expanded open-
ing of agricultural markets, KRC efficiently manages farm-
land by purchasing, reserving and leasing farmland. Besides,
it is also engaged in the large-scale farmland creation pro-
ject, farmland purchase and reservation project, farmland
purchase to support business recovery, farmland pension
project, and farming transfer direct payment project.

6

Rural agricultural water management IT project

This project is designed to build a water management infor-
mation system on rural agricultural water. It creates data-
base on information related to rural agricultural water and
rural resources and builds systems on generation, process-
ing and analysis of various data.

Farmland IT project

This project aims to computerize farmland original ledger
by linking document data and geographical information to
efficiently use and preserve farmland and to build a com-
prehensive information system on farmland such as areas
for agricultural promotion and status of farmland diversion.

Creation/Maintenance of Rural Production Infrastructure
Rural agricultural water development project

This project aims to promote convenience in farming and to
contribute to stable farming production by supplying rural
agricultural water to drought-prone areas through installa-
tion of irrigation facilities such as reservoirs, water pumping
stations, and irrigation ditches.

Saemangeum development

The 33.9km-long Saemangeum Seawall, the world's long-
est seawall, has been completed purely with KRC's own
technology. KRC has been also selected as a developer for
the Saemangeum industrial complex project which creates
a premium industrial complex in the form of open, marine
waterfront with the investment of KRW 2.6095 trillion by
2018 and build a marine tourism and leisure complex in the
Sinsido-Yamido section, thereby transforming Saemange-
um into a global tourist attraction.

Large-scale agricultural development and cultivation of
large agricultural/fishing companies

This project aims to promote farming and to improve living
environment by comprehensively improving farming pro-
duction bases through securing water resources, farming
land arrangement, irrigation improvement and reclaimed
land development. It plans to develop tideland and unused
land along the Southwest Coast into good-quality farmland
through reclamation of land along the Southwest Coast.

Ground water resource management project

This project is designed to develop water in a permanent
manner, to increase income of farming households, and to
improve their living environment by using ground water.

Farmland remodeling through reservoir embankment
heightening

This project aims to heighten embankments of reservoirs
whose water is not sufficient or which are old or vulnerable
to flooding, thereby improving water containing capacity
and promoting multi-purpose/function usage.

Production infrastructure improvement project

Land consolidation aims to increase farming convenience
and productivity by consolidating irregular farmland to suit
mechanized farming, while irrigation improvement aims to
prevent damages caused by flooding and to promote safe
farming by installing irrigation facilities in flooding-prone
farmland. Field infrastructure improvement project is de-
signed to enhance agricultural competitiveness by improv-
ing productivity and quality through water development
and farm road improvement in vegetable farms and collec-
tive fields.

Development of Rural Areas

Urban-rural area exchange project

This project aims to invigorate rural areas and to improve
quality of life by promoting exchanges between urban and
rural areas and facilitating tourism and investment in rural
areas.

General rural area development project

This project promotes creative regional development pro-
jects suitable for regional capabilities upon commission by
cities and counties and operates the consultant qualification
system to foster regional development experts, thereby im-
proving settlement conditions in rural areas and improving
quality of life.

Rural village comprehensive development project

This project aims to create new towns with a pleasant hous-
ing environment and quality education conditions to foster
young workforce in their 30s and 40s who will lead the
growth of rural areas and the agricultural and fisheries in-
dustry. It also provides settlement support services to help
successful and stable settlement of residents.

Fishing village development

In order to become an organization specializing in develop-
ing fishing villages that provides income-generating oppor-
tunities and hope to residents of fishing villages, KRC strives
to explore new business models for fishing village develop-
ment, to transform them into policy projects, and to create
prosperous.fishing villages by promoting fishing village ex-
perience programs and building tourism infrastructure.

e 6

Farmland Management Fund

Farmland Management Fund

KRC operates the Farmland Management Fund to secure
and supply funds necessary for achieving appropriate
farming scale and collective farmland, creating and effi-
ciently managing farmland, as well as developing over-
seas farming projects.

Farmland preservation charges

KRC imposes charges to secure and supply funds neces-
sary for achieving appropriate farming scale and collective
farmland, creating and efficiently managing farmland.
The farmland preservation charges are used as financial
source for the Farmland Management Fund.

Other Projects

Overseas projects

Since 1967 when a Korean agricultural delegation was
dispatched to Vietnam for the first time, KRC has pro-
vided support for developing countries and implemented
cooperation projects such as offering technical consulta-
tions in Asia, Africa, and Latin America, giving education
and training for foreigners, and conducting overseas ag-
ricultural environment surveys, thereby contributing to
enhancing national interest and building national power.

Renewable energy development project

KRC generates electricity by using clean energy sources
such as solar power, small hydro power, and wind power
that can replace fossil fuels, contributing to conserving
the environment and realizing national energy policy.

Ground water/ soil environment restoration project

This project aims to come up with purification measures
for polluted areas after investigating whether ground wa-
ter or soil is polluted.

Reservoir waterfront development

This project is designed to repair and reinforce reservoirs
whose functions are weakened due to deterioration
through eco-friendly reservoir waterfront development
and to enhance fundamental functions of agricultural
infrastructure in connection with water quality preserva-
tion. At the same time, it aims to create diverse income
sources by promoting:regional specialized projects and
developing tourism resources, thereby increasing employ-
ment of local residents and non-agricultural income.

SEIERIBASR RN Korea Rural Community Corporation
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Economic
Performance
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Importance of Creating Economic Value

KRC has a business structure highly dependent on the government budget with the government
budget accounting for 89.4% of its total budget. In order to overcome such problems as vulner-
ability to external shocks including policy changes and huge variability in operating profits, KRC
needs to increase management independence from the mid-to-long term perspective. Its creation
of economic value will act as an important financial source to boost management independence. To
this end, the corporation is continuously exploring new businesses and expanding its own projects

such as overseas projects to become a global public corporation, fostering future-growth engines.

Summarized Financial Information
20M w2012 w2013 (Unit: 100 million won)

Sales Operating Net profit Liability At AHhE
profit
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% Korea-International Financial Reporting Standards (K-IFRS) have been applied to data for 2012 and 2013.

KRC's sales in 2013 stood at KRW 3.6212 trillion, a decrease by 13.7% or KRW 574.2 billion from
KRW 4.1954 trillion of the previous year. This is attributable to the fact that sales in Yeongsan River
Estuary Dyke Improvement Project and embankment heightening for agricultural reservoirs de-
creased compared to the previous year. Decrease in sales led to decrease in income from project
supervision and project management fees, resulting in reduction in operating profit. Non-operating
profit such as interest income also declined, resulting in decreased net profit from a year ago.
Under the circumstances, KRC endeavors to increase sales by invigorating initiatives to tap into over-
seas agricultural projects in Southeast Asia and Africa, expanding independent internal projects such
as renewable energy development, and steadily increasing project orders placed by local govern-
ments. In addition, it tries to improve management balance through budget reduction by minimizing
unnecessary spending, striving to create economic value.

Financial Ratios (Unit: %)
ltem 2011 2012 2013

» Debt ratio 309.23 367.54 399.3

Stability }
Net debt ratio 21.38 274 29.9
Growth Sales growth ratio 11.38 -1.28 13.7
Ratio of operating 1.8 1.4 0.6

Profitability profit to net sales

Return on equity 52 29 1.8

% Korea-International Financial Reporting Standards (K-IFRS) have been applied to data for 2012 and 2013.

|

Clean & Green

|

KRC shares economic value created through its business activities with its stakeholders.

-
Juin

Government & public institutions
Corporate tax = 4,464

Economic value is disclosed through various
channels in a transparent manner and
KRC faithfully pays taxes imposed upon its
economic performance.
In 2013, KRC paid a total of KRW 4,464
million in corporate tax.

S

Local communities

Social contribution activity spending &
donations = 48,430

KRC fulfills its duty as a corporate citizen by sharing with local
communities and fulfilling its social responsibility.
In 2013, KRC spent KRW 2,545 million on social contribution activities

and donations to local communities.

Lo

Partner companies

Total contract amount = 5,487

KRC has established partnership for shared
growth, enhancing competitiveness through
collaboration with partner companies.
In 2013, KRC signed contracts worth KRW
5,487 million with partner companies.

el SR K orea Rural Community Corporation

(Unit: 1 million won)

&
Employees

Total salary amount = 326,322

KRC has established an organizational
culture where diversity of employees
are respected and employees can exert
their individual capabilities to the fullest.
Individuals' efforts are compensated through
impartial evaluation and labor-management
cooperation in creating a happy workplace.

In 2013, KRC paid annual total salary amount
of KRW 326,322 million including salaries,
allowances, benefits, bonuses, and retirement
severance pay (excluding severance pay for
executives) to its employees.

L 3
1518

Future generations

Environmental protection activity spending &
investment = 2,545

KRC takes the lead in environmental protection activities for future

generations and responds to climate change in recognition of its danger.

In 2013, KRC spent KRW 48,430 million on environmental protection
activities and investment.
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H In a bid to realize its mission and vision, KRC has formulated Vision 2018 as its management strat-
Vision and °

Strategy

egy and has strived to actively implement it. In addition, it shares sustainable values with various
stakeholders including rural communities through its sustainability management strategies which
are closely linked to its Vision

Management Strategies

Strategy Map

KRC’s vision is to become “a global public corporation that creates happy rural communities”in order
to boost competitiveness of the agricultural and fisheries industries and to contribute to economic and
social development of rural communities. The corporation has selected strategic goals and strategic tasks
to achieve the vision. More specifically, KRC has set four strategic directions and implemented ten subse-
guent company-wide strategies to realize its mission and vision. It plans to achieve these strategic goals
by 2018 by concentrating on its capabilities.

Management Strategy Map

KRC contributes to enhancement of competitiveness of the agricultural and fisheries industries and economic and social

Mission - . .
development of rural communities through efficient use and management of rural resources and promotion of values.

Vision A global public corporation creating happy rural communities

Strategic
goals

- Establishment of stable
foundation for food
supply

- Efficient rural agricultur-
al water management

Perfor-
mance

- Establishment of a smart

management system

- Enhancement of global

rural community policies

- Taking the lead in imple-

mentation

- Expansion of overseas

Number of
skilled work-
Full-time rice Stable farming Expansion force for over- Public-service
. . foundation of rural area seas projects: KoBEX Customer Sat-
farming house blish devel 300 isfaction Ind
hold income: establis| ment leve megnt AAA Isi act|on_ ndex
KRWES millon rate: projects: Overseas tech- Highest grade (PSCI): 95
62% KRW 620 billion nology service outof 100
contracts: 60
districts
Strategic Upgrade existing policy Expand future growth- Advance management Promote customer satis-
directions projects engine projects system faction
- Development of regional

- Establishment of an
organizational culture of
sharing happiness

indicators . frove projects - Realization of customer
- Enhancement of agri- capabilities : alizati
cultural management -Establishmentof satisfaction management
competitiveness foundation for self-reliant

management

Core Values

KRC has established core values as its guiding philosophy to achieve its mission and vision. The four
core values of creativity, communication, principles, and trust serve as important criteria and values
for all decision-making through sharing among its employees.

Core Values

Creating new value with open- Building cooperative partner- Making decisions and taking Building strong trust into rela-

minded attitude unbound by ship through smooth com- action based on universal tions between members of the

any predetermined rules munication with internal and standards and values applied organization and customers
external customers equally to all the people through fair and transparent

business handling and practice
of ethics and integrity

m KRC Sustainability_ Promoting Sustainability Management

Sustainability Management Strategy

KRC, a public enterprise that has ceaselessly sought the development of agricultural and fisheries
industries and rural communities as its core objective over the past decade, has experienced drastic
change in the external environment. Prior to the year 2000, the focus was placed on development
of “economic aspects” such as rice self-sufficiency, expansion of farming scales and enhancement
of agricultural competitiveness. Since the year 2000, however, the importance of social and envi-
ronmental growth has been highlighted. The whole world has already witnessed a shift toward a
“sustainability paradigm” which prioritizes the multi-functionality of agriculture, environmental con-
servation, and food safety. KRC has established and implemented the Sustainability Management
System to fulfill its economic, social and environmental responsibilities and to effectively promote
sustainable values.

Sustainability Management Strategies Sustainable Business Strategies

Sustainable Water Management

- Expanding capabilities for sustainable
water resource services

- Enhanced responses to climate change

- Providing high-quality water resource
services

Realizing Creative Rural Communities

- Securing future growth engines for rural
communities

- Leading the effort to create multi-purpose
farming spaces

- Creating values by realizing safe rural
communities

Value-Oriented Human Resource
Management

- Increasing income of farmers and
fishermen (H/W., S/W)

- Realizing an ecosystem promoting urban-
rural cooperation

- Reinforcing PR activities to promote the
value of eco-friendliness

Sustainable Operation Strategies

Establishment of Sustainability Management

- Internalizing capabilities for sustainability
management (H/W, S/W)

 Managing sustainability management
performance

- Realizing a trusted KRC

» ) | A\
proving competitiveness of the agricultural and !
heties industries and contributing to economi¢

Establishment of an Environmental
Management System

VISION B - Building the eco-value chain
tate-run Enterprise Creating Happy R{f!’al - Operating environmental management
iti Y organizational structure
- Communites ) foantza -
. A ,ﬂ - Developing rural communities in harmony

b’ - with the environment

Shared Growth with Stakeholders

- Expanding local community collaboration
models

- Improving employee values
- Promoting sustainable development of
partner companies

- Refurbishing communication channels
with stakeholders

Vision and Strategy / Corporate Governance / Risk and Opportunity Management / Stakeholder Engagement / Material Sustainability Issues
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Corporate
Governance

Shareholder Status

A

Government of the
Republic of Korea
100.0%

KRC Board of Directors

KRC adopts a transparent decision-making structure by ensuring independence of the
Board of Directors (BOD). It discloses decisions made by the Board in a transparent man-
ner and makes multifaceted efforts to facilitate the operation of the Board of Directors.

Composition and Roles of the Board of Directors

The Board of Directors, KRC's supreme decision-making body, makes decisions on management
activities through a responsible decision-making process, while performing productive check and
balance functions. The BOD is comprised of six executive directors and seven independent directors.
The Board has the authority to deliberate and to decide management issues pursuant to the BOD
regulations including management decisions encompassing economic, environmental and social
sectors, budget and settlement, business projects and operation plans.

KRC president/CEO and independent directors are appointed through recommendations by the
Nominating Committee and pursuant to the Act on the Management of Public Institutions to en-
hance qualifications and expertise of a CEO and to secure impartiality of the appointment procedure.
Executive directors are selected by the KRC president among candidates who meet standards for
rational decision-making and expertise on KRC's major businesses and its management. In particular,
independent, non-executive directors are selected from various fields of expertise to make practi-
cal contributions to the management of KRC. They support and offer advice on rational decision-
making in line with the corporation’s management directions and action plans. The non-executive
directors also maintain independence by verifying whether they have any stake in KRC.

BOD Status (As of September 2014)

Sang-Mu Lee KRC president & CEO , BOD Chairman

KRC director of Farmland Management & Administration
Eun Yang

Support Division
Executive Yong-su Kim KRC director of Planning and Coordination Division
Directors
Jwa-Geun Shim KRC director of Rural Community Development Division
Gwan-ho Lee KRC director of Water Resources Management Division
Hyeon-guk Shin KRC director of Future Planning Division
Dae-Sik Kim Professor of Japanese Language at Dongseo University Anti-corruption, integrity
. Professor of Land Management at Mokpo National X
Sun-ho Shin o Regional development
University
B il Professor of Urban Administration at Hyupsung Reqional devel .
. ng-Gi Lee egional developmen
Non-executive BRI University ¢ ’
Directors Cheon-Yeong Yun President of Korea Advanced Farmers Association Agricultural management
Hyeong-Gyu Park KRC non-executive director Agricultural administration
Hyo-Yong Seong President of Korean Advanced Farmers Federation Agricultural management
Sang-Gon Lee KRC non-executive director Organizational culture
BOD Decision-making Process Within two weeks
v

Results reported

\

Prior to D-10 D-10 D-7 D-1 D
v v v v v
Agenda Agenda BOD convened Preliminary deliberation Agenda deliberation
finalized Submitted / Agenda sent meeting & voting

One hour before BOD meeting:
Non-executive director meeting

m KRC Sustainability_ Promoting Sustainability Management

BOD Operation Satisfaction in 2013

Unit: Point out of 5-point scale

4.14

434

436 430

An

Manage- BOD op- Preliminary Overall

ment
partici-
pation

eration

briefings/
Subcom-
mittees

Operation of the Board of Directors

The operation goal of KRC's Board of Directors is to “secure soundness and accountability as a su-
preme decision-making body.” To this end, KRC has enhanced the roles of non-executive directors,
has invigorated the operation of the Board, while securing transparency and accountability of the
Nominating Committee. The Board holds regular monthly meetings 12 times a year, while non-
regular meetings are held when the Board chairperson recognizes their necessity, or when there is
a demand by more than the majority of the Board. In order to ensure fairness and transparency of
decisions made, directors who have any stake in agenda items under deliberation are excluded from
participation in the meetings concerned and decisions are made when the majority of registered
members vote for certain agenda items. The result of Board meetings is disclosed in a transparent
manner on the homepage. The preliminary notice system on the next Boarding meeting helps ap-
propriate distribution of agenda items to be handled per meeting.

12 15

No. of BOD meetings held 13

BOD attendance rate 95.1% 89.0% 95.6%
A.ttendance rate by non-executive 95.5% 97 6% 99.0%
directors

Management consultations/ advice 88 cases 90 cases 92 cases

offered by non-executive directors

Operation of Subcommittees

KRC’s Board of Directors has formed subcommittees to enhance the rational decision-making sys-
tem. The subcommittees are classified into the planning and management field where members
discuss ways to promote institutional improvements such as enactment and revision of laws and to
enhance management efficiency; the production base and regional development field where mem-
bers discuss ways to substantiate internal businesses and to build future growth engines; and the
maintenance field where members discuss ways to achieve goals of the existing policy projects and
to secure new budgets. In 2013, subcommittee meetings were held seven times and the attendance
rate was 100%.

Communication of the Board of Directors

In order to promote site-oriented operation of the Board and to depart from document-orient-
ed, fragmentary decision-making, KRC's Board of Directors places emphasis on on-site operation
through on-site inspections and workshops. Through such efforts, the Board gains understanding of
overall management information on different regions and actively listens to voices from the field. In
addition, KRC has expanded the participation of the Board in various policy project briefing sessions,
project briefings, business report meetings and discussion meetings to share management issues
and to promote rational decision-making. It also operates a homepage dedicated only to the Board
to enable two-way communication between Board members and working-level staff.

Feedback and Performance Management

KRC evaluates the performance of the Board of Directors in an impartial manner and externally
communicates the result in a transparent fashion. Based on the Board operation goals, KRC has
set performance goals and evaluated Board performance through monthly monitoring, analysis of
operation performance, and surveys on Board operation. The Board performance evaluation is con-
ducted twice a year in three categories of Board activity, job performance of non-executive directors,
and management check/balance performance. As for non-executive directors, individual job perfor-
mance evaluation is also conducted.

Less than 2-4 agenda items More than 95% More than 84 cases
More than 90% More than 65% More than 70%

Vision and Strategy / Corporate Govemance / Risk and Opportunity Management / Stakeholder Engagement / Material Sustainability Issues a
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R‘ k d KRC promptly responses to risks and maximizes opportunities by analyzing internal
ISK dn . . L . o . .

. and external risks associated with its business activities and reflecting them in its
Opportu nlty management strategies. It has come up with countermeasure strategies on oppor-
Management tunities and risks and reflected them in Vision 2018, its company-wide mid- to long-

term management strategy.

Paradigm shift in agricultural policy
: Hardware-centered improvement
= Software-centered agricultural policy
(New vitality promotion projects
by utilizing rural resources,
regional development, etc.)

Management activities centering
on government agent projects
:Although it is a steady and stable business

% Promoting agricultural administration i :
of communication and consideration structure, itlacks self-reliance
\ - /
: Central-government-led approach and independence

Risk and Opportunity Response Strategies

inability Report 2014 : .
SUSEIEiEy Rt Korea Rural Community Corporation

KRC has carefully analyzed not only risk and opportunity factors, but also its strengths and weaknesses and has come up with strate-
gies to respond to them. The corporation has reflected the strategies in its company-wide mid-to long-term strategy, “Vision 2018,” to
reinforce implementation capabilities and to further solidify its response commitment.

Key Issues and Tasks °

Upgrading existing policy projects & exploring new

o Strategic Directions = Four Strategies

Exploring & fostering future

“\_= Local resident-participatory approach in business management. P
< i —— /
in consideration /
Expanded opening of agricultural markets". of local characteristics /

following FTAs
: Shrinking production in farming and fisheries
sector may result in reduced income of farmers
and fishermen,

Shortages in supply of marine products due to
climate change

: The quality of life for fishermen remainslittle
improved, compared to farmers

> Necessitating mid- to long-term response

_—
kr
Clean & Green

Pursuit of integrated agricultural administration
promoting happiness of farmers and fishermen
: Based on three core pillars of agricultural
competitiveness, income and welfare

= Necessity for various long-term measures

to boost agricultural competitiveness;
reinforced efforts to address income gap /
between urban and rural households /

/ Seeking transparent government, a
capable government, and a service-
oriented government
=Necessity for business direction
pursuing happiness tailored to
individual farmers

Government-dependent business structure
Vulnerable to external shocks such as the
determination of profit structure depending on
exogenous variables and policy changes

= Enhancing conditions for management
independence by strengthening KRG initiated
projects

Recovering mistrust among citizens

and stakeholders

= Necessity for strategies and action plans to
actively pursue debt reduction, business normali-
X zation and rationalization

policy models growth-engine projects to ensure
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, sustainable development of KRC X
Upgrading
Expanding self-reliant growth foundation such as existing
enhancement of internally invested projects . - i
Strengthening capabilities to pO.“CY
implement projects & creating projects
) L synergy among projects
Advancement into overseas markets by utilizing SIS B
experience and technology in rural development
''''''''''''''''''''''''''''''''''''''''''''''''''''''' Enhancing competitiveness of
agricultural and fisheries industry
management & increasing income
of farming and fishing households
Increasing vitality in rural areas & Expanding
creating demand for new regional future
development growth-
engine
projects

Disaster prevention & creating added value through
improvement of production infrastructure

Expanding regional rural development projects &
developing related industries

Expanding urban-rural exchanges & exploring and
commercializing rural tourism resources

Strengthening the foundation for
self-reliant management for re-
investment of public values

Globalizing business areas &
enhancing technology competi-
tiveness

Adopting the selection and
concentration strategy for projects
under progress & enhancing
internally-invested projects

Building the global R&D system
& enhancing human resource
capabilities

Strengths

« Accumulated core capacities such as experience in various pro=
jects, know-how and technology personnel

« Able to conduct various rural policies from a comprehensive
perspective

Opportunities

« Emerging importance of food security due to climate change &
government’s encouragement for advancement in

to overseas markets

«Increased demand for urban-rural exchanges & various regional
development projects aimed to promote happiness

of rural communities

KRC Sustainability_ Promoting Sustainability Management

Weaknesses

«Difficulties in concentrating its capacities on growth businesses
due to conducting different, varied projects

+ Government-dependent business structure, lacking in inde-
pendence in budgeting, project implementation and business

management

'~ Threats

+ Reduction in SOC budget for agricultural SOC such as traditional
production infrastructure & decreased social attention

« Implementing normalization measures such as enhancing financial
soundness of public institutions and improvement of lax manage-

ment

Developing logic for importance of agricultural SOC &

enhancing R&D - -
Building efficient management

and smart work system for sus-
tainability management

Improving quality of policy services & enhancing
customer satisfaction T 7\

Enhancing corporate social re-
sponsibility & providing customer-
oriented services

Building high-efficiency management system
through management system innovation

Redesigning business portfolio centering on key
businesses

Concentrating capabilities on new growth areas &
reinforcing resource distribution

Meeting the principle of market competition &
enhancing core capabilities for agriculture indus-
try technology

Vision and Strategy / Corporate Governance / Risk and Opportunity Management / Stakeholder Engagement / Material Sustainability Issues a
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Stakeholder
Engagement
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KRC carefully listens to the voices of its stakeholders. It strives to help its stakeholders
present their opinions in a convenient manner by developing various communication
channels and to reflect or refer to their valued opinions in its management activities.

Stakeholder Groups and Communication Channels

KRC’s stakeholders refer to individuals, organizations or companies affected by KRC in business ac-
tivities. The corporation has reclassified its stakeholder groups by introducing the concept of “value-
sharing customers” and communicates with them by actively developing communication methods.
KRC recognizes that stakeholder engagement activities are crucial in fulfilling its social responsibility
and proactively utilizes them in its sustainability management activities.

- Creation
<3

of Values

Communication
Definition Stakeholder Groups Material Issues Channels Frequency
v v v v v
Communication Direct/indirect impact on - National Assembly, - Government policy imple- - Government meetings When necessary
Definition Stakeholder Groups Material Issues Channels Frequency production of goods and Government mentation and cooperation - External business report
v v v v v services - Academia/experts * Bxpectations forarole of - Dispatch of staff
- . ] - Farmers and fishermen’s promoting publicinterest - MOUs
Production qf goodsand - Employees . Sens_e of belongingness - On-site management Held frequently associations and groups
services - Labor unions &pride - Management meetings /If necessary
- Forming consensus - Business reporting
. Developmgnt of rural - Labor-management
communities coundil
- Partner companies - Shared growth - Meetings with partner Held frequently
companies By half-year o
Inteoiysurvey Cose by o oo Im pact Sha rnng
- Public whistle-blower
system

of Values of Values

m KRC Sustainability_ Promoting Sustainability Management

Purchase

of Values

Vision and Strategy / Corporate Gf

Communication
Definition Stakeholder Groups Material Issues Channels Frequency
v v v v v
Potential customer of - General public - Regional development - Management disclosure Frequently/
. . Communication goods and services - Local communities - Shared growth - PR activities through Quarterly
Definition Stakeholder Groups Material Issues Channels Frequency - Schools & NGOs - Social contribution public media Frequently
v v v v v - Ethics management - Social contribution Frequently
o ] ] o ] activities
Recipients who are - Farmers/Fishers (business) - Increasing income of - Meetings If necessary
provided with KRC's - Local residents in rural farming and fishing - Customer visit Held frequently
goods and services areas householders & increasing . briefi ¢
the value of rural - Business briefings If necessary
*Local governments communities -VOC collection Held frequently /'/
/
£
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Interviews with Stakeholders

KRC conducted one-on-one interviews with stakeholders representing each stakeholder group to collect and to reflect opinions of stake-

holders in an in-depth manner.

Q&A on improvements which

SEIEEIBAS SRR Korea Rural Community Corporation

r

Hyeon-Soo Kim
Deputy director
Ministry of Agriculture,
Food and Rural Affairs

“| believe that prime responsibilities of KRC, the nation’s leading public corporation in
charge of agriculture, are to increase income of farming households and to prevent
agricultural disasters through management of farming water to ensure safe agricul-
tural production.”

Q, What improvements is KRC making or enhancing in terms of on-site management to
increase communication with farmers and fishermen and to enhance effectiveness of
policies?

In order to make KRC'’s policies effective, they should reflect
various needs of farmers and fishermen. To this end, com-
munication with them is of prime importance. In order to
promote communication with farmers and fishermen, KRC
operates various channels including a mobile customer
center, the operation committee consisting of representa-
tives of regional farmers, regional farming government, and
meetings with farmers and fishermen. All staff at KRC led
by CEO will continue to recognize the importance of field
management and implement our principle that “answers to
our problems can be found in the field” in our everyday life.

Stakeholders KRC viewed by stakeholders KRC should make Suggestions for KRC’s Sustainability Management
N _
“Droughts and floods take place in a repetitive and localized manner within a year due
Government to increased abnormal climate patterns caused by climate change. | believe that now

is the time to make management improvement in terms of management of farming
water by adopting more scientific, detailed, and specialized approach. Meanwhile, the
government implements policies by focusing on addressing problems of citizens by
easing regulations. However, in the field, it is commonly witnessed that people are
faced with difficulties in resolving their problems due to lack of dialogue and under-
standing, leaving much to be desired. | think that field-oriented farming is necessary
where KRC listens to difficulties in the field and works hard to find solutions to get
closer to farmers.

In order to gain recognition for its expertise and take pride in the fact that KRC is
a representative organization for the agricultural industry and farming villages, | be-
lieve that the quality of services should be improved through communication between
the general public and farmers. | believe that in order for KRC to achieve sustainable
growth, it is necessary for it to come up with strategies to respond to climate change
and to improve services putting more emphasis on field-oriented management, while
fulfilling its fundamental duties.”

Academia
(experts)

Jin-Yong Choi
Professor
College of Agriculture
& Life Sciences, Seoul
National University

“KRC is one of the nation’s oldest public corporations and has laid the foundation for
agriculture to lead the country’s modernization through land reclamation projects and
large-scale agricultural production infrastructure improvement projects. In particular,
employees at KRC have contributed to national development by faithfully conduct-
ing projects despite difficult circumstances, based on their commitment to farming
communities/ agricultural industry/farmers and their philosophy that agriculture is the
foundation of a country.”

Q, Amid global climate change and expanded FTAs through marking opening, how does
KRC establish the direction for improving the next-generation agricultural production
infrastructure to strengthen competitiveness of the agricultural industry and to ensure
food sovereignty owned by countries moving towards developed countries?

In order to respond to internal and external environmental
changes such as climate change and marking opening, KRC
focuses on increasing food self-sufficiency and building the
foundation for stable production infrastructure. First of all,
we plan to refurbish farmland mainly producing rice into
universal farmland where various crops can grow, while
expanding field-based improvement to enhance competi-
tiveness of field farming. In addition, KRC plans to improve
functions of large-scale agriculture development districts, to
strengthen the safety of irrigation facilities against disasters,
and to build the foundation for a safe farming to create
future-oriented multi-purpose agricultural space suitable for
changing agricultural environment such as promoting diver-
sity of crops which are safe for climate change.

“KRC has made great contribution to improving agricultural productivity and self-suf-
ficiency of main staple production by improving agricultural production infrastructure
including large-scale reclamation land projects and water resources development pro-
jects. Since the 1970s, it has exported agricultural civil engineering technology over-
seas by conducting design supervision for development and management of overseas
agricultural water resources. However, given economic and social changes, | believe
that now is the time for KRC to establish long-term vision and implementation strate-
gies for sustainability management and put them into action. KRC needs to expand
its area to include not only domestic projects, but also projects around the world and
actively apply its agricultural civil engineering technology, which has developed for
over the past half century to international cooperation projects, thereby elevating its
standing and brand value. As some scholars point out that growth in the future will
be inevitably based on agriculture, maintenance and management of farmland and
water resource undertaken by KRC should not be neglected. Only when KRC comes
up with long-term visions for next generations to ensure national green space and
resource management that will guarantee agricultural competitiveness even amid cli-
mate change and market opening and establishes and implements plans to refurbish
agricultural production infrastructure that can accommodate all conditions, KRC will
be able to fulfill its corporate social responsibility and lay the cornerstone for another
100-year national development.”

m KRC Sustainability_ Promoting Sustainability Management
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Stakeholders

KRC viewed by stakeholders

Q&A on improvements which
KRC should make

Suggestions for KRC’s Sustainability Management

Agricultural
association

(farmers & fishermen)

\ 4
4’
an
Jae-Hong Roh

President
Gyeonggi-do Rice
Farmer Association

“KRC whose predecessor was the Farmland Improvement Association has contributed
to the development of the agricultural industry by implementing the farmland scale im-
provement project in the long term. It is a key organization that performs activities es-
sential for farmers and fishermen such as water management, farm revival funding, and
farmland pension.”

Q, The farmland scale improvement project is one of the most important projects which KRC has
undertaken to boost agricultural competitiveness of Korean farming households. What efforts
are KRC making to continue the project?

[t is necessary to push ahead with the farmland scale im-
provement project on a continual basis to strengthen ag-
ricultural competitiveness in response to market opening
such as rice tarifficaiton. To this end, KRC plans to increase
the number of full-time farmers with farmland of more
than 6ha to 30,000 households by 2024, thereby account-
ing for 40% of the total rice cultivation areas. In addition,
in response to the ageing rural population, KRC plans to
make multi-faceted efforts to enhance competitiveness of
the agricultural industry by expanding farmland scale im-
provement support for young farmers in their 20s and 30s.

“At present, in farming villages non-cultivated land is on the rise due to ageing and
large-scale farmland is likely to decrease. The farmland scale improvement project is
one of the most important projects which KRC has undertaken to boost agricultural
competitiveness of farming households. KRC's effort to continue the project is neces-
sary. KRC should make an effort to secure competitiveness of the Korean agricultural
industry by continuing the farmland scale improvement project through consultations
with government agencies concerned such as fostering young farmers in their 20s and
30s. KRC operates a nationwide organization with branch offices across the country
and has conducted business working together with farmers and fishermen. Based on
its experience, | hope that KRC will expand communication channels with farmers and
fishermen to publicize its projects better and continue to work for rural communities.”

Academia
(experts)

Dong-Wuk Kim
Chief deputy

chairman of KRC Labor
Union

“With a history of 100 years, KRC fulfills a fundamental duty of managing infrastructure

aimed to create food for the Korean people. It is a field-oriented organization with 93
branch offices across the nation. It carries out field-oriented activities at the forefront of
farming sites, collecting civil petitions lodged by farmers and fishermen and explaining
the purpose of public projects.”

Q, There are concerns that moves to improve external environment, particularly, lax management
may affect minimum welfare of employees. What are the ways to minimize undermining of
employee morale and to enhance employee capabilities?

Boosting employee morale and strengthening capabilities
are important to promote the development of rural com-
munities and agricultural and fisheries industries, as well as
to enhance services for farmers and fishermen. The Smart
Work system pursued by KRC aims to enhance productivity
and quality of life for employees such as maintaining bal-
ance between work and life by improving the way of doing
business by eliminating unnecessary work and effectively
changing ways of doing work such as adopting the flex-
ible working system. Through harmony between work and
life, employees can invest more time in self-development,
thereby enhancing their capabilities.

“I believe that creating happier rural communities is KRC's corporate social responsibility

and to this end labor union and management should work together. First of all, the
irrigation facility management, which is currently divided into KRC and local govern-
ments, should be gradually integrated to enhance efficiency, while efforts should be
made to help beneficiaries receive balanced benefits. In addition, KRC should increase
its financial independence to prepare for possible reduction in government budget
and to make proactive investments in projects. Also, in preparation for reunification,
research on improvement of agricultural production infrastructure in North Korea
should be conducted. If project implementation systems can be integrated to enable
KRC to be directly assigned the government budget to improve business efficiency, it
will not only enhance KRC’s standing, but also realize sustainability management from
the long-term perspective.”

Labor union

o

Ju-Hyeong Seo

Assistant manager
SM Power Tech

“KRC is a company related to rural communities, so it may have a more familiar image
than other public institutions. At the same time, it may look somewhat outdated.
However, KRC has shown a good response as a business partner and has adopted a
prompt transition to smart office, so | think KRC is playing a leading role in innovation
of public institutions.”

Q, I think KRC places importance on shared growth with partner companies as indicated by the fact
that it operates shared growth unit. Would it be possible to further expand contact points for
cooperation under the recently introduced smart work system?

The smartwork system introduced by KRC aims to strength-
en communication and collaboration and promote ongo-
ing innovation through ICT-based work environment. This
will enable smooth communication with partner compa-
nies and collaborative handling of business, boosting com-
petitiveness and realizing shared growth through innova-
tion and cooperation. KRC will continue to seek ways to
identify markets for companies based in rural communities,
to support their effort to advance into overseas markets,
and to promote partnership for shared growth with small
and medium-sized companies.

“| think that, unlike private companies, public corporations have special responsibili-
ties as social corporations. Among them, KRC is a public corporation dedicated to
rural communities which had formed the foundation of Korea for a long time. In
a reality where rural areas receive less attention compared to urban areas, | believe
that KRC's social responsibility has become even more important. KRC implements
various projects to achieve development of rural communities and is evaluated ac-
cording to project results. Therefore, | believe that the most important factor in the
development of KRC is to strengthen capabilities of human capital to successfully
implement projects. Furthermore, if KRC collects opinions of stakeholders in its pro-
ject operation and promotes shared growth management, it will increase its value
in the long term.”

m KRC Sustainability_ Promoting Sustainability Management
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Material Sustainability Issues

Materiality Test Process

KRC’s stakeholders refer to individuals, organizations or companies affected by KRC in business activities. The corporation has reclassi-
fied its stakeholder groups by introducing the concept of “value-sharing customers” and communicates with them by actively develop-
ing communication methods. KRC recognizes that stakeholder engagement activities are crucial in fulfilling its social responsibility and
proactively utilizes them in its sustainability management activities.

STEP 1. Identifying sustainability management issues

Trend & impact KRC-related Material issues related to sustainability management were identified through a survey conducted among 26
analysis employees in terms of trends, impacts, and internal capabilities.

Sustainability performances of companies with good sustainability management records at home and abroad were analyzed
through their sustainability reports based on the GRI reporting principles.

Benchmarking

In order to objectively understand external perceptions on material issues related to KRC's sustainability management,
Media analysis 23,059 media articles for the past three years between January 2011 and December 2013 were analyzed and related
issues were identified including negative issues.

Interviewees consisted of four external experts who can represent KRC's stakeholder groups and an internal expert. Through
the interviews, requests by stakeholders and their shared values were carefully identified and reflected in deriving material
issues.

Interviews with
stakeholders

ISO 26000

TR Based on the ISO 26000 diagnosis tool developed by the Ministry of Trade, Industry and Energy, KRC’s level of implementing

corporate social responsibility was diagnosed and related issues mainly vulnerable areas were identified.

diagnosis

STEP 2. Prioritizing material issues

In order to identify stakeholder impact on sustainability management issues related to KRC, surveys were conducted
among employees, labor unions, the central and local governments, the National Assembly, farmers and fishermen’s
Surveys among associations, academia and research institutions, NGOs, the general public, the media and partner companies in con-

stakeholders sideration of legal, financial, operational responsibility for and impact on KRC's management. The results of surveys
conducted among 800 internal and external stakeholders from August 26 to September 3, 2013 were used as data to
identify material issues for materiality test.

Among 30 relevant issues identified through the trend and impact analysis, benchmarking, media analysis and stake-
Materiality test holder engagement, 19 issues with average score of 3.8 or higher in terms of materiality (11 issues for trends and eight

result issues for impacts) were identified as material issues. KRC planned the contents of its sustainability report centering on
the 19 material issues and made more intensive report on issues with higher materiality average score.

STEP 3. Reviewing validity and appropriateness

KRC held a briefing session to disclose the analysis process and result aimed to identify material aspects of its sustainabil-
ity management and to discuss material issues related to sustainability management on October 2, 2014, In addition to
the official briefing session, KRC completed its review on appropriateness of the reporting scope, boundary, and period
through frequent meetings with internal staff in charge.

Review
by internal
stakeholders

Review KRC conducted a review by an external stakeholder by engaging Korea Management Association Registration Inc., an
by external external third-party assurance provider, to provide assurance of the appropriateness of reporting process such as selec-
stakeholders tion of material issues and validity of data.

KRC Sustainability_ Promoting Sustainability Management
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MATERIAL ISSUES

Increased demand for safety in management of rural infrastructure
Farmers and fishermen’ s various demands towards KRC

Increased demand for transparent management at public institutions

Increased numbers of customers who place importance on clean and safe
production facilities and food

Increased importance of securing human resources

Prevention of environmental pollution (air, water, soil pollution)
Water supply and management in rural areas

Climate change (abnormal temperatures, flooding and droughts)
Increased importance of shared growth with partner companies
Change in population (ageing, increased trend of low birth rates)

Public projects (pursuing public interest)

Increased demand for employee welfare and rights (balance between work
and life)

Enhancement of health and safety for farmers and fishermen through
management of agricultural infrastructure (drainage channel improvement,
facility repair)

Anti-corruption (fair trade, elimination of bribery and entertainment, etc.)

Stakeholder engagement and reflection of their opinions (building
communication channels, etc.)

Potential impact on local communities (relocation to non-metropolitan regions,
participation in regional development, etc.)

Deepening conflict between urban and rural areas and intensifying gap
between them in terms of development

Compliance with environmental regulations

Customer satisfaction with financial products and services (farmland pension,
farmland bank, etc.)

MATERIAL ASPECTS (GRI G4)

Local Community

Employment
Training and Education

Water

Emissions

Customer Health & Safety

Anti-Corruption

Local Community

Compliance

Product and Service Labeling
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1. KRC's Sustainability Management
(3]15)

Il. KRC's Strategic Direction/ Building Happiness
Creating happy farming and fishing villages
0000®

Leading global rural development projects @

Realizing advanced management system @

Il KRC's Shared Values/ Furthering Happiness
+1 Customers @ ®

+2 Employees @ ®

+3 Partner companies ©

+4 Local communities ® @

+5 Future generations @ @ ®

@ Trend : Increased demand for safety in manage-
ment of rural infrastructure

@ Impact : Water supply and management in rural
areas

BOUNDARIES
Boundaries

36~37

32~37

18~19

o O O O

32~33,37

O

54~57

68~73
32,36
68~71
O (Partner companies) 60~62
O (Partner companies) 34~35

32~41

O O O O O O O

43,58~59

36~37

O

44~45

22~27

63~66

O (Partner companies) 67

o O O O O

68,70

o

48~53

% KRC conducted the external stakeholder review by engaging the Korea Management Association Registration Inc., an external third-party assurance provider, to provide assurance of the ap-
propriateness of reporting process such as selection of material issues and validity of data.
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Creating

Happier Rural
Communities

Composition of Revenue

After developing multi-purpose

agricultural water

Production infrastructure

improvement project

(drainage improvement project)

After implementing large-sized land
readjustment project

Dry-field improvement project

m KRC Strategic Direction_ Building Happiness

KRC reinforces the foundation for food production and helps prepare new generations
in their 20s and 30s for the future. Through such effort, it will enhance competitiveness
of the nation’s agriculture and fishing industry and create a safe farming infrastructure,
thereby building happier rural communities.

Strengthening food production infrastructure

Q: What is the project about?

KRC is pursuing projects aimed to enhance the food production foundation to actively respond to the future
farming environment. It aims to create a foundation for self-sufficiency in staple foods by expanding the scope
of food production from rice-centered food production to include field farming, while comprehensively im-
proving and managing the agricultural production foundation. Related projects include a water development
project for farming and fishing villages and an agricultural production foundation improvement project.

Q: How is the project implemented?

[Rural water development]

The rural water development project is designed to build a stable farming foundation by installing irrigation fa-
cilities such as reservoirs, water pumping stations and irrigation ditches in drought-prone areas to supply water
for farming and fishing villages. It not only prepares for drought due to frequent abnormal weather conditions
in recent years, but also secures international competitiveness of the nation’s agriculture amid opening of
agricultural produce markets, and contributes to producing environmentally friendly, high-quality agricultural
produce by securing clean water for farming and fishing villages.

Direction for Rural Water Development Project

- Expanding irrigated paddies + - Integration and reorganization + - Rural water rationalization plan
through completion-oriented of water resources by utilizing - Establishment of the DB-GIS
project implementation the existing facilities and system

- Development of sustainable abundant stream water - Enhanced collaboration

rural water between central and local
governments

[ Improvement of farming production infrastructure ]

The farming production infrastructure improvement project aims to prepare against disasters and to enhance
farming conveniences by modernizing agricultural infrastructure. It includes a land consolidation project that
enhances farming conveniences and productivity by consolidating irregular farmland to suit mechanized
farming; the irrigation improvement project which prevents flooding and promotes safe farming by install-
ing irrigation facilities in flood-prone farmland; and the field-based consolidation project that enhances ag-
ricultural competitiveness by improving productivity and quality through water development and farm road
improvement for vegetable field complexes and collective fields.

Direction for Agricultural Production Infrastructure Improvement Project

- Increasing drainage

improvement rate and
laying the groundwork
for new growth

- Repairing obsolete or

sub-standard facilities
in preparation for
climate change

- Promoting multiple

land use to increase
income of farming
households and self-
sufficiency rate

- Improving agricultural

production
infrastructure in
consideration of
technological evolution
and environment

Saemangeum tide embankment

Rural agricultural water

storage amount Unit: 1 million i
2,525
2,507
W 2,483 .
2011 2012 2013
Irrigated paddy rate * Unit: %
) 529 56.0 Sgi
2011 2012 2013
Drainage

improvement rate Unit: %

507 520 >0
p‘ .
2011 2012 2013

Q: What outcomes have been produced?

[ Development of large-scale farming production complexes ]

The project contributed to realizing self-sufficient production of staple food (rice self-sufficiency rate: 89.2%
as of 2013) by building and managing a systematic rice production infrastructure. In order to reinforce the
food production foundation, KRC expanded new national land of 135,000 ha through land reclamation pro-
jects and pushed ahead with the development of 263,000 ha land in 23 districts mainly in stream waterfront
areas. As of now, KRC has completed the development of large-scale modernized agricultural production
complexes spanning 166,000 ha in 16 districts.

[ Establishment of the foundation for multiple-purpose farming ]
In order to establish the foundation for multi-purpose farming which is suitable for diverse demands of the
future agriculture, KRC has facilitated the supply of multi-purpose rural agricultural water involving facility
horticulture, dry-field crops, livestock, and environmental water, departing from supply water mainly for ag-
ricultural purposes, while building the foundation for safe farming in preparation for drought. It strategically
implemented the multi-purpose agricultural and fisheries water development project, expanding the irrigated
paddy rate and rural agricultural and fisheries reservoir capacities. The water storage of agricultural and fisher-
ies water increased by 18 millionn from a year ago, while the irrigated paddy rate increased by 3.3 percent-
age point. In addition, concerning cities and counties with below-than-average irrigated paddy rate, KRC has
selected new districts in consideration of regional disparity to expand water development through continued
development. * |rrigated paddy rate: The rice paddy which is supplied with water on a stable basis against
drought with a frequency of ten years
[ Reinforcement of disaster prevention function ]
KRC reinforced disaster prevention functions in response to climate change, while striving to facilitate the
improvement of eco-friendly farming infrastructure. As part of a drainage improvement project in preparation
for disasters, it took measures to protect flooding-prone areas at an early date and adopted stricter design
standards for drainage improvement to block any flooding damage to dry-field crop cultivation areas.
The drainage improvement rate increased by 1.1 percentage points from 52% in 2012 t0 53.1% in 2013.

[ Enhancement of dry-field farming competitiveness ]

In order to boost the food self-sufficiency rate and boost the income of farming households, KRC enhanced
the competitiveness of dry-field farming. In an effort to expand the dry field-based consolidation project
through systematic support, KRC completed the status analysis of the dry field-based consolidation project. In
2013, it formed a taskforce aimed to promote mechanization for dry-field farming to build farming infrastruc-
ture such as expansion and pavement of farm roads, agricultural water development, and land readjustment,
while focusing on institutional improvement and suggestion for policy tasks to develop customized improve-
ment models reflecting local farming conditions such as chief cultivation areas for specific crops.

Q: What is the future development direction?

KRC has come up with permanent water supply measures in response to climate change by expanding the
establishment of a multi-purpose rural agricultural water supply foundation and has established production
infrastructure by giving comprehensive consideration of such factors as the environment, flood control and
landscape when setting up installations. Moving further from these basic functions, KRC seeks environmen-
tally friendly development of the waterfront areas and local communities. In addition, it is improving the irriga-
tion system that can be utilized for a variety of crops such as those for special use and greenhouse vegetables,
as well as expansion of the observation management system, while creating the foundation for increased
income of farmers and fishermen by meeting various demands for water in rural areas.

In response to the era of market opening such as FTAs, KRC will contribute to securing agricultural competi-
tiveness and improving the food self-sufficiency rate by creating collective multi-purpose farming space which
can cut back on production costs. It will also foster large-scale farming and fishing companies with global
competitiveness to expand exports of farming and fishing products and to revive regional economies.
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* Farmland Scale Improvement Project*

Farmland Transaction Project

KRC purchases farmland from non-farmers
(including corporations) and those who
change their careers from farming to other
occupations, and retired farmers and sells it
to full-time rice farmers

Farmland Long-term Lease Project

KRC rents farmland from retired farmers
and those who change their careers from
farming to other occupations and leases it
out to full-time rice farmers in their 20s and
30s.

Fostering Young Generations in their 20s and 30s

Q: What is the project about?

The necessity for providing farmland support for young farmers has intensified with the paradigm
shift of young generations and increasingly aging rural population. In response, KRC is engaged
in the 2030 Generation Farmland Support Project in which it selects farmers in their 20s and 30s
who experience difficulties in securing farmland needed for agricultural business and sells or leases
farmland to them through the Farmland Bank Project (farmland scale improvement project*, farm-
land purchase and procurement project+*+, and farmland lease projectxx)

2030 Farmland Support Project
Young Generation’s Paradigm Current Status of Rural Communities

** Farmland Purchase
& Procurement Project**

The Farmland Bank purchases farmland
owned by farmers wishing to retire or
change jobs due to old age and diseases,
contributing to improvement of agricultural
structure and stabilization of the farmland
market. Efficiency of using the farmland is
promoted through long-term lease to full-
time rice farmers in their 20s and 30s.

- Living urban areas are pre-
ferred to rural areas

 White-collar workers are pre-
ferred to blue-collar workers

- A pleasant rural living environ-

ment is gradually preferred

+ Change in values on occupa-

tions and increase in aged
farming households

- Income is higher in urban
areas than rural areas.

- Average property value is
higher in urban areas.

- High income farms can in-

crease by growing fruit trees

- The gap can be narrowed

because of stable prices of

- Rapid aging of farming com-

munities (46.4% in 2010, 70%
in 2020) resulting in shortages
in stable food production and
labor

- If full-time farmers receiving

support retire, large-scale farm-

***Farmland Lease Project**

KRC leases out farmland, which has been
leased or requested for commissioned ser-
vice to KRC, to young farmers in their 20s
and 30s and full-time farmers, promoting
efficient use of farmland and its stable
management and contributing to promot-
ing farming scale improvement such as
expansion of full-time farmers.

Farmland Bank Project (field survey)

farmland . X
armman land will be dispersed due to

inheritance, sharply undermin-
ing agricultural productivity.

- Traditional Confucius culture
of face-saving conscious of
eyes of relatives and neighbors
was given importance.

- Post-Confucian notions
seeking personal comfort and
peace are spreading.

Fostering farming leaders for local Contributing to boosting vitality of Young generation in their 20s and
communities by introducing young rural society through various activi- 30s replacing aged farming house-
generation’s IT knowledge to ties of young generations holds, preventing farmland from
farming and increasing income of being left idle due to labor short-
farming households ages and from being dispersed

Q: How is the project implemented?

The 2030 Generation Farmland Support Project aims to provide up to 5ha farmland to selected
young farmers for five years (interest rate of 1~2% for farmland transactions and no interest for
farmland lease) and to foster them into full-time farmers. KRC has established a structure and goal
to implement the project. It plans to help greater numbers of young people receive benefits by
making institutional improvements to facilitate the project, while cultivating young farming lead-
ers for local communities and promoting vitality of rural communities by attracting the younger
generation to rural areas.

Q: What outcomes have been produced?

[ Project facilitation through institutional improvements ]

KRC has improved several institutional systems to make the project more systematic and firmly take
root, thereby facilitating the project. KRC has made such institutional improvements as clearly stat-
ing the grounds for application and selection of project candidates, expansion of preferred support
and farmland subject to project support, improvement of lease periods, lowering of interest rates
and fees, and expansion of the scope of project candidates, thereby contributing to early establish-
ment of the project.

KRC Strategic Direction_ Building Happiness

Farmland Bank Project
(Framland pension)

Details of the 2030 Generation
Farmland Support Project

Applicant qualifications

« Persons aged between 20 and
39 (For those who majored
in agricultural engineering,
applicants aged 44 or under are
also eligible.

* Yet, in the case of farmers, they
should possess farmland of no
more than 3ha.

Support description

« After selection of eligible
applicants, farmland up to 5ha is
supported for 5 years
(Interest rate of 1~2% for
farmland transactions and no
interest for farmland lease)

- Thereafter, the candidates are
fostered into full-time farmers

Types of support projects

« Farmland scale improvement
project

« Orchard scale improvement
project

- Farmland long-term lease proj-
ect

« Orchard scale improvement and
lease project

- Farmland lease project

+ Farmland purchase & procure-
ment lease project

2030 Generation Farmland Support Project Map
e AT e Selection c?f households in their 20s and 30s
Food & Rural Affairs and establishment of armlan support plan
Request for deliberation [

Delibera-
tion

<+ Deliberation result

Deliberation & selection of candidates in
their 20s and 30s for farmland support

I\

Recommendation
of candidates for
deliberation

?

Applii
cation|

Applicant written - Management of eligible candidates

evaluation - Farmland support (throughout the year)

- Application for selection of candidates @
- Application for farmland bank project after selection

Farmers aged between Support for transactions Inducing project facilita- Support for early set-
20and 39 and leased farmland of tion through various PR tlement of farming and
the farmland bank project activities living foundation

[ Support for farmland-related information ]

KRC is expanding the project by providing support for farmland-related information. It disclosed the
results of a complete enumeration survey on unused farmland at the farmland bank portal (www.
fbo.orkr) and placed the available 52ha-unused land either for the farmland lease program or for
supporting returning farmers. In addition, KRC provided the farmland transaction price information
service, disclosing 34 categories including transaction prices at the farmland bank project, easing
the cost burden of young people preparing for returning to farms in collecting relevant information.

[ Enhancement of perceptions on the project ]

KRC increased the public’s perceptions on the project through customized PR activities by different
targets, striving to drawing attention of the public. In order to offer opportunities for farmland sup-
port to students majoring in agriculture and wishing to become farmers, it signed an MOU with the
Korea National College of Agriculture and Fisheries, while carrying out project promotional activities
at other institutions. It promoted success stories in the media targeting farmers and returning farm-
ers, while promoting the project through various fairs and programs It also focused on PR activities
through the media, branches of the National Agricultural Cooperative Federation nationwide, local
governments, railway stations, bus terminals and KRC homepage.

In 2013, KRC offered a total of 2,602ha of farmland to 2,565 persons, who accounted for 70% of the
3,677 persons in their 20s and 30s who were selected as eligible farmland support recipients. It will
conduct analysis on the outcomes of the past two years and collect opinions to seek more construc-
tive ways, thereby establishing the project as one that can instill hope for young persons who are
preparing for returning to farms.

Q: What is the future development direction?

KRC plans to expand the farmland support rate for young people in their 20s and 30s up to 23% of
the total support area of the farmland bank project by 2016 Through the effort, it will continue to
support the inflow of new farmers to farming communities and their settlement in response to de-
creased agricultural productivity amid ageing population in farming communities.

Furthermore, KRC will ensure effective support through institutional improvements and advance-
ment of the management system to accelerate farmland support through the farmland bank project,
as the general public’s awareness of the project is extremely low at the moment, KRC plans to im-
plement strategic customized PR activities differentiated by age targeting young farmers, students
aspiring to become farmers, and young people who wish to return to farms, thereby cultivating them
into the foundation for a new growth engine of the Korean agriculture and farming communities.
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Safety diagnosis for retaining walls of
discharge channel

Repair of irrigation facilities

Obsolescence and damage of a
spillway channel

Repair of discharge channels and
spillways

~ Yo

Agricultural water management
automation project-Seocheon Branch

Modernizing rural village infrastructure and enhancing safety

Q: What is the project about?

This project aims to prevent disasters and to provide support for convenient farming activities through ap-
propriate maintenance and repair of agricultural infrastructure managed by KRC including reservoirs and
pumping stations nationwide. KRC aims to achieve its primary goal of supplying agricultural water on a
stable basis and to realize safe management in preparation for disasters at the same time.

Q: How is the project implemented?

[Irrigation facility maintenance]

The irrigation facility maintenance project aims to maintain functions of agricultural infrastructure such
as reservoirs, pumping stations and weirs and to conduct inspection and maintenance on a daily basis at
the same time to supply high-quality, right amount of agricultural water needed for farming in a stable
manner, thereby contributing to improving agricultural productivity and efficiently responding to natural
disasters to protect installations and agricultural crops from various disasters. KRC focuses on scientific
low-cost, high-efficiency facility maintenance through modernization of facilities. During the rice planting
season and rice harvesting season (April~October), KRC hires officers for monitoring water quality and
water management to be mobilized for water supply management.

Direction for the irrigation facility maintenance project

- Development of drought decision - Establishment of a comprehensive water - Expansion of agricultural water
indicators resource management system management automation
-Establishment of measures to secure -Improvement of the water management -Enhancement of reservoir water level
agricultural water school system measurement

[ Irrigation facility repair ]

The irrigation facility repair project aims to improve and repair vulnerable irrigation facilities such as reser-
voirs and pumping stations that are too obsolete or damaged to function properly, and thus are in danger
of being affected by disasters such as torrential rains and typhoons. KRC reinforces facilities, which are
likely to be affected by torrential rains due to lack of flood control ability as they had been installed based
on past design standards, to strengthen their ability to prepare for disasters, while remodeling obsolete
facilities that undermine the landscape, to blend well with neighboring landscapes.

Direction for the irrigation facility repair project

- Enhancement of safety inspection and - Operation and management of the crisis - Reinforcement of responsible facility
safety diagnosis response manual management

-Recovery of functions of obsolete -Introduction of the emergency support -Reinforcement of education and
irrigation facilities system for dangerous facilities fortification of specialized equipment

[ Agricultural water management automation ]

The agricultural water management automation project (Tele-Metering/Tele-Control) aims to rationally
control water amounts, as well as water quality and facility management by adopting scientific water
management technology and to promote efficient management of agricultural water by linking high
technology to the information management system. The project enables a scientific and systematic facil-
ity management by converting on-site management of irrigation facilities to tele-metering/tele-control,
thereby saving water and facilitating more proactive responses to natural disasters to provide an optimal
water management service.

Direction for the agricultural water management automation project

- Foundation establishment mainly centering on central - Expansion into building small facility automation system
management office and major facilities - Around 80% of the management area (425,000ha, KRW
- Around 60% of the management area (321,000ha, KRW 345.7 billion)
164.1 billion)

» KRC Strategic Direction_ Building Happiness

Farmers’ satisfaction with
agricultural water supply
management Unit: Point

83.0

823
‘g 82.0 .

2011 2012 2013

Rural agricultural water
automation project

Water saving Unit: 1 millon mi
I 102 114 124

0 .
'YX

2011 2012 2013

Damage from storm and flood
Damaged
facilities Unit: Number of locations

1,882
1,524 648

® .

2011 2012 2013

Scale
of damage Unit: KRW 100 million

300
160 g
& )

2011 2012 2013

Disaster-prone reservoirs’

disaster risk Unit: %
94.2
& 884 85.2
= ‘

2011 2012 2013

Q: What outcomes have been produced?

[ Support for safe farming ]

KRC supplied agricultural water of 7,625 million m3 to 524,000ha through proper management of
13,588 facilities under its management including 3,372 reservoirs and 4,201 pumping stations and
99,000km-long irrigation and drainage canals, providing support for safe farming. It immediately
implemented measures to secure agricultural water by setting up a round-the-clock reporting sys-
tem and offering emergency water supply (212 locations), limited water supply (248 locations) and
implementing reservoir dredging (74 reservoirs) and conducted thorough post-management activi-
ties. Through such efforts, KRC wisely overcame various natural disasters including drought, which
was one of the severest in 104 years, typhoons and torrential rain. Based on this experience, KRC
developed drought decision indicators and in 2013 drought situation monitoring was made possible
by utilizing these indicators.

In 2014, KRC utilizes drought decision indicators by region for systematic drought management,
establishing agricultural water supply measures in a pre-emptive manner and implementing emer-
gency service against drought.

[ Enhanced efficiency of water resource management system ]

KRC established a scientific agricultural water management system by implementing water manage-
ment automation. It installed agricultural water management automation facilities at water supply
points such as reservoirs, pumping stations, weirs, and tube wells and irrigation and drainage canals
of main lines and branch lines such as diversion gates, check gates, flood gates and watertight
gates, thereby saving rural agricultural water through scientific water management and proactively
responding to agricultural disasters such as drought and flood. Through the water management
automation project which covered 48 districts with a spending of KRW 93.1 billion, KRC saved
water by 13.4% and cut back on cost such as labor cost and electricity cost by 13.6%. It installed
automatic water level measurement meters at 1,587 reservoirs and 1,261 irrigation canals. It also
established an IT-based scientific water resource management system, promoting efficiency of the
management system.

[ Reinforcement of facility management safety system ]

KRC carried out activities to reinforce the safety system of facility management. It improved its crisis
response system such as safety accident-related manual improvement, designation of a department
in charge of emergency response, and introduction of plural in-charge system, while conducting
obligatory safety training for facility management personnel. It completed specialized disaster man-
agement education through the Korea BCP Association under the National Emergency Management
Agency, receiving qualification verification. In addition, KRC conducted field simulation training de-
signed to promptly respond to disasters. Meanwhile, it deployed survey equipment in regional head-
quarters to enable quantitative evaluation at the time of safety inspections, while solidifying its safety
system by introducing the approval line system through the improvement of management system
(RIMS, FMS) and making the headquarters directly manage it.

Q: What is the future development direction?

In order to supply rural agricultural water on a stable basis and to respond to drought, KRC has ex-
panded application of drought indicators from regional headquarters to branch offices, reducing the
regional gap. In addition, it established measures to secure rural agricultural water by utilizing long-
term weather forecasts by the Korea Meteorological Administration and seasonal weather forecast
information by the APEC Climate Center, realizing pre-emptive responses to drought.

Meanwhile, the KRC water management situation room operation system, which is an action task
for the comprehensive water resource management system, will be further developed into a climate
change response decision-making system by building a disaster response decision-making system
and the one-stop integrated water resource decision-making system that manages demand and
supply of rural agricultural water.
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Leading
Global Rural
Community
Development
Projects

KRC improves food self-sufficiency rate and reinforces food security by exporting its agri-
cultural SOC technology overseas, supporting private companies to advance into overseas
markets, and enhancing international cooperation, while realizing a self-reliant corpora-
tion through independent overseas projects.

Disseminating advanced rural community development technology and
experience

Q: What is the project about?

KRC is creating alternative income by expanding agriculture and farming village development projects
in developing countries based on its technology, thereby creating the foundation for fulfilling its duty as
a public corporation to promote public interest on a stable basis and realizing a self-reliant corporation.
KRC’s expansion of overseas projects aims to respond to the volatile international grain market and to
secure long-term, stable overseas customers by supporting private companies to tap into overseas mar-
kets. In addition, KRC intends to contribute to agricultural development and food security of developing
countries by exporting agricultural SOC technology to developing countries.

Q: How is the project implemented?

KRC disseminates Korean technology overseas through overseas technology contract projects which ex-
port KRC’s specialized technology in the areas of development of agriculture, farming villages and water
resources for developing countries; technology transfer through human exchanges such as foreigner
training courses; international cooperation project aimed to promote international cooperation; and the
overseas farm development project which develops and operates overseas crop production bases.

KRC promotes technology export overseas through business financing and diversification of export des-
tination countries, while supporting overseas agricultural development aimed to accelerate private com-
panies’ advancement into overseas markets. It also pursues the development of overseas farms to expand
the foundation for becoming a self-reliant corporation. In addition, it carries out a range of action tasks
to expand overseas projects, including international agricultural cooperation projects with developing
countries designed to promote agricultural advancements.

Overseas project roadmap

(~2009) (2010~2013) (2014~)

2005 - Increase in technology export - Expansion of overseas offices by
- Decrease in technology export due to expansion of business areas continent

- Project personnel downsizing/ and diversification of business - Exploration of independent profit-

Stagnant HR cultivation financing generating business
'2206~20?9. o . Expandedfcu\tlvatlon of hgman - Becoming a global public corpora-
ccumulation of business resources for overseas projects tion in the area of agricultural and

experience/ HR cultivation

. . . farming village development
- Exploration of strategic businesses

- Enhanced PR activities to facilitate
business

N/ N/ N

Expansion of foundation for self-
reliance (Sustainable growth of
more than 20% per year)

Annual average new contracts Annual average new contracts
US$ 2,02 million US$ 10.03 million

Direction for overseas projects

- Reinforcement of business implemen- - Diversification of business financing - Enhancement of risk management
tation organization and destination countries and assessment system

- Establishment of field manage-
ment and monitoring system

- Exploration and dissemination of
new business models

- Human resource cultivation and
promotion of operation efficiency

- Establishment of strategic partnership

Bolstering KRC’s sustainable growth through export of agriculture and farming village development technologies possessed by KRC
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New project orders in 2013

Philippines
Jaluar River
project

EDCF

53

India water
resources
development

WB

29

Sri Lanka dam
feasibility

KOICA

Cote Vvoire
New Village
Movement

AIDB

Myanmar
agricultural
mechaniza-

tion

KOICA

Five project
total

118

Completion ceremony for good
agricultural produce cultivation
technology transfer project in

Myanmar

Groundbreaking ceremony for the
Pass Dam in the Philippines

Q: What outcomes have been produced?

[ Reinforcement of overseas project implementation organization and cooperation foundation |

In order to reinforce the foundation for implementing overseas projects, KRC conducted organiza-
tional expansion and opened additional overseas offices. It enhanced capabilities of experts and culti-
vated customized experts, while promoting efficient human resource operation by running the skilled
contract-based worker system for overseas projects. Furthermore, KRC established partnership with
governments and relevant organizations in developing countries to solidify competitiveness in winning
orders as indicated by 57 technology support agreements such as MOUSs, five cases of joint overseas
advancement with private companies, and foreigner invitation training program (99 invited foreign-
ers from 10 countries). KRC management’s efforts to aggressively explore business were also made as
shown by the fact that the management visited strategic countries (four times to Thailand, and once
each to Vietnam and Myanmar) to present partnership models and ways for commercialization. The
management also consolidated the foundation for mutual collaboration by building human network
through invitation of overseas leading personnel.

[ Exploration of new overseas business models ]

KRC secured future businesses by exploring new business models. It explored its ICT-based smart water
management technology as a new business model and established tele-metering management system
in six areas in Thailand and five areas in Vietnam on a pilot basis, expanding the foundation for business
expansion. It also carried out a package-type (public + profit) overseas farm development project in
partnership with private companies to operate pilot farms of 10,000 ha in Madagascar and Equatorial
Guinea. It plans to expand the overseas farm development project as a new growth engine project that
can generate profits by independently developing overseas farms in the future.

[ Enhancement of international cooperation |

As a global public corporation, KRC carried out a wide range of activities aimed to strengthen inter-
national cooperation. It attended international symposiums and forums such as the ICID and the Asia-
Pacific Water Forum, while facilitating technology exchange with overseas organizations concerned
including Vietnam and Royal Irrigation Department of Thailand. Human exchanges were also briskly
made through expansion of foreigner training programs and establishment of human information da-
tabase to dispatch newsletters on a continuous basis. KRC also strengthens synergistic effect through
business linkage such as exporting agricultural technology in connection with international agricultural
cooperation projects (ODA).

Mid- to long-term overseas project plan

Countries placing/ winning contracts Contract projects Contract scale
(Unit: No. of location) (Unit: No.) (Unit: KRW 100 million)
5 5 5 103 118
3 4 3 82
2011 2012 2013 2011 2012 2013 2011 2012 2013

Q: What is the future development direction?

KRC plans to successfully implement new business models based on stable profit generation achieved
through the existing implementation system, thereby making overseas projects established as sustain-
able business. It will come up with the foundation for mutual cooperation through ongoing human
and technology exchanges and reinforce systems to facilitate more thorough preliminary preparations
to implement the new system. In addition, in an effort to serve as a springboard for encouraging private
companies in Korea to tap into overseas markets, KRC will identify strengths at home and abroad and
further develop them.
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Global rural community leader

KRC actively carries out overseas projects to share its values with the global community. It is expanding various overseas projects based
on its outstanding human capabilities and advanced technology in the agricultural SOC sector, while taking the lead in international
agricultural cooperation such as joint collaboration projects aimed to promote the development of agriculture and farming villages and
education and training programs on agriculture and farming village development, thereby become a global state-run enterprise with

global competitiveness specializing in rural community development.
490, - 2 ) rs - 2
203 2 e ) A
: <

+ Cote d'lvoire New Village Movement pilot - DR Congo Remba Imbu water treatment - Ethiopia phase-2 rural agricultural water >

project .,  project development project
- Invitation training program, enhancement ' - Construction of a water treatment plant for - Ground water survey, establishment of

of resident capabilities, improvement of the supply of rural agricultural water small irrigation facilities, local education and

living environment, and increase of residents' equipment support

incomes

SREIERIBASRIEN  Korea Rural Community Corporation
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;? e &= \a/”‘(“ « El Salvador irrigation development project
- S = o~ - Irrigation sector design, construction —
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L .\-‘ supervision, construction, solar energy )
g - “o St power generation facility -
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=3
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« Opening of a resident office (Oct. 2013)
- External cooperation related to Thailand’s water
management projects, project support for L
neighboring countries 1"3)
W
\ -,

- Opening of a resident office (Oct. 2013)
- External cooperation including Vietnam’s farming village development
project, project support for neighboring countries

» o
« Opening of a resident office (Mar. 2014) N ‘ &

- Establishment of agricultural and irrigation/ drainage infrastructure
Expansion of external cooperation in the agricultural sector including farming village regional develop-
ment

- Small water retention construction project

@ Angola

« Myanmar agricultural mechani-
zation land consolidation project 1

« India Uttar Pradesh State water resource project
- Irrigation area (432,00ha, main road:368km,

« Angola phase 2 agriculture modernization project
- Drainage improvement for the 196km water

supply piping system, land consolidation, farmer branch road: 2,800km) -Land CPnSO“dat'on F‘es'gn' constructlgn L
support facilities, and farming support consulta- ) supervision, capability enhancement, invitation
' - Detailed measurement of branch road canal training program, and equipment support

tion service

(Production of detailed topography map and
cadastral map)

- Repair and modernization of irrigation and
drainage facilities/ Automation detail design

O Tanzania o
« Tanzania Zanzibar irrigation facility construction
project
- Water sources (5 reservoir locations, 1 collecting « Sri Lanka Digilioya multi-purpose dam feasibility
well location (3)) survey and working design

- Irrigation and drainage canals (Irrigation canal:
100km, drainage canal: 88km)

- Land consolidation (2,000ha)
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- Dam (4,830,000 tons, H=36.7m, L=194m) and plain (cov-
ered area: 1,040 ha) design and construction supervision
Watershed management, local workshops and invitation training programs

« Jajaur River multi-purpose development project (Jajaur River)
- Dam construction ( 3 locations), irrigation and drainage canal construction (960km), irrigation develop-
ment and modernization (32,140ha)

- Opening of a resident office (Oct. 2013)

- External cooperation related to the country’s water
management projects, project support for neighbor-
ing countries

- Indonesia Karian Dam project
- Design and construction supervision for Karian Dam

« Indonesia West Tarum repair project
- Design and construction supervision for Jakarta o
water supply canal repair project @ Bolivia

- Indonesia water resource and irrigation manage- « Bolivia Chuquisaca state irrigation dam construc- - Bolivia Santa Cruz state ground water develop-
ment phase-2 project management tion project ment project
- Project management and financing management B

for water resource and irrigation phase-2 project

- Indonesia Citarum watershed stream river project
- Integrated water resource management to improve
river water quality
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Realizing
Advanced
Management

Talk Concert aimed at seeking ways
to revitalize rural communities

Discussion meetings on human re-
sources management system

KRC has introduced the smart work system for the first time as a public institution to realize
advanced management. It is becoming a state-run enterprise respected and trusted by the
public through management innovation and clean management.

Management Innovation

Q: What is Management Innovation?

Management Innovation refers to shifting a crisis-causing old paradigm to suit environmental change. It
involves activities to analyze overall management ranging from business and financial structures, market
domains, and management styles and to move them in an innovative direction.

Q: How is Management Innovation implemented?

KRC analyzed the limitations of the old management paradigm to create a new management paradigm
and set its status as a “representative state-run enterprise for global rural community development” and
a “leading institution to develop and implement regional rural community policies” to suit the era of glo-
calization. In addition, it reflected requirements for improving its existing functions and roles amid envi-
ronmental change and re-established its value system involving missions, vision, core values and CEQ’s
management policy in line with its mid- to long-term future vision and management directions. KRC is
pushing ahead with management innovation through 59 action plans in 17 areas under the five manage-
ment directions of “expanding growth engine businesses,” “advancing the existing policy projects,” “ration-
alizing the management system,” “building an organizational culture of sharing happiness and promoting
welfare,” and “increasing synergy following the headquarters relocation and realizing smart work.”

Q: What is the future development direction?
KRC is moving towards ultimately becoming a “global state-run enterprise building happy rural com-
munities” by faithfully fulfilling action plans under the five management directions.

[ Expansion of future growth-engine businesses ]

KRC plans to expand overseas projects including overseas SOC investment frontier project and over-
seas farm development, to build the foundation for improving agricultural production infrastructure
in North Korea and to push for inter-Korean agriculture cooperation projects. In order to explore rural
community policies and take the lead in implementing them, it strives to reinforce its capabilities for rural
community regional development and to expand and consolidate the foundation for business areas in
the fisheries sector by utilizing unused reclamation land.

[ Upgrading the existing policy projects ]

KRC plans to make improvements on multi-purpose agriculture complexes and to build the farming
foundation in response to climate change. Also, it pushes for efficient agricultural water management
by building the comprehensive water resource management system and to improve water quality. KRC
will also expand the functions of the farmland bank, facilitating the farmland pension scheme and the
management recovery support project.

[ Rationalization of the management system ]

KRC endeavors to rationally operate organization and personnel through such efforts as organizational
reshuffles conducive to strategy implementation and efficient human resource operation, to realize ad-
vanced human resources management by rationalizing human resource systems, and to foster future-
oriented human resources. In addition, it firmly established decentralized responsibility management
system, while facilitating collaboration and expanding information disclosure.

[ Establishment of an organizational culture of sharing happiness and promotion of welfare ]

KRC pushes ahead with the establishment of premium organizational culture characterized by ability
and performance-based organizational culture and realization of integrity and ethics management. It
promotes practical welfare by operating a family-friendly, productive welfare system, while exploring
its representative social contribution brands, enhancing field-centered customer satisfaction activities.

m KRC Strategic Direction_ Building Happiness

Knowledge creation meetings in
Smart Work space

Water Management Center via
Smart Work

[ Expansion of synergistic effects of headquarters relocation and realization of Smart Work ]

KRC is building a successful model of “Smart Work” by refurbishing the organizational system for Smart
Work, creating a happy working environment at the new headquarters building, and building the ICT
infrastructure. It will strengthen relocation support supported by employees such as creating settlement
conditions and economic benefits and establish a cluster for the agricultural-bio sector, thereby coming
up with ways to contribute to regional specialization development.

Smart Work

Q: What is “Smart Work?”

“Smart Work” refers to a work environment where people can work efficiently anywhere and at any
time unbound by time and space restraints, departing from the fixed and physically limited office envi-
ronment. Smart Work includes the mobile office, distance work which utilizes IT devices such as elec-
tronic and tele-conferencing systems, and work-at-home.

Q: How is Smart Work implemented?

With the relocation of its headquarters serving as a turning point, KRC introduced the Smart Work in
September 2013 under the CEQ’s firm commitment to overall innovation of the way of doing business
including work-life balance, family-friendly management, enhancement of work productivity, and or-
ganizational culture. It has launched a unit dedicated to company-wide implementation of Smart Work-
related activities tasked with reviewing its major work processes from the mid-to-long term perspective
and ensuring successful settlement of a future-oriented Smart Work system.

Q: What is the future development plan?

In an effort to identify Smart Work models suitable for KRC, the company has formed internal consensus
and diagnosed its problems based on employee surveys, discussion meetings by positions, labor union
meetings and case studies of other organizations. In order to systematically implement the Smart Work
system from introduction to establishment, KRC has formulated a roadmap by identifying core tasks by
four fields of institutional systems/space/ICT and culture and has classified them into short-term, mid-
term, and long-term tasks and implemented them on a company-wide level. In addition, in an effort to
ensure stable establishment and development, KRC plans to expand the Smart Work system to include
regional headquarters, starting from the Gyeonggi Headquarters. The ultimate goal of KRC’s Smart
Work system is to become a reliable and respected public enterprise by providing the best service to
the public through ongoing and practical innovation and become a happy workplace for all employees.

Smart Work organization

- Review of action plans by task

- Coming up with reports
- Detailed review of major tasks pursued

- Spreading consensus through ¢
by the Smart Work Unit

education and campaigns
* Publicizing software (SW)
program

- Participation in conferences
and diagnosis of problems

- Identification of core tasks

- Acting as a leader in implementing

- Implementation of detailed tasks
the software (SW) program

- Presentation of opinions, etc.

% The taskforce team has been converted into a support organization and roles of conference participants have been re-
established as Change Agents (CA) who act as leaders in software development.
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A resolution rally to promote ethics
and integrity

Oath to ethics and integrity

KoBEX

~
i

4
HE

2011 2012 2013

Ethics Management

Q: What is Ethics Management?

Clean Management refers to management activities that place top priority on ethics, which must be
abided by when doing business activities, and fulfill not only legal and economic responsibility, but also
ethical responsibility as expected under social norms.

How is Ethics Management implemented?

At KRC, all employees actively carry out Ethics Management by following the “Three C (Compliance, Check
organization, Consensus)” system and spreading clean culture. It aims to become a global state-run en-
terprise trusted by stakeholders by pursuing transparent and clean management on an ongoing basis.

Ethics Management implementation system

Honest and honorable KRC; transparent and clean KRC
(ACRC's integrity index score: 9; acquisition of AAA grade for three consecutive years
in the sustainability management survey)

Ethics man-

agement goal

B Implementa-
tion strategy

Implementa-

- Reinforcement of performance compensa-
- CEO’s integrity leadership tion system

- Normalization of abnormal practices - Expansion of corruption impact assessment
- Establishment of integrity education process - Facilitation of public interest whistleblowers

- Voluntary implementation of ethical activities and internal whistleblowers
- Communication ethics with stakeholders

tion task

The organizational structure for Ethics Management consists of the Ethics Management Committee un-
der the CEO, Ethics Management Secretariat, and Office of Auditing and Inspection, which oversee
enterprise-wide implementation and management of Ethics Management. Led by the Ethics Manage-
ment Commission, departments carry out ethics tasks and activity programs.

Ethics Management organization

1
Grievances and appeals
deliberation
Field inspection Ethics Management planning
Institutional improvement Enactment/revision of ethics regula- Demand for audits & recom-
tions, evaluation management, etc. mendations
Chairman: Director of Monitoring of integrity
contract

Management and Administration
Support Division

Investigations into petitions,
arbitration, mediation

Chairman: External member

Exchange opinions on auditing is-
sues and institutional improvements
Support for field investigation

Management of implementation of
Ethics Management
Support for operation of the Ethics
Management Committee

Business Management Office
1

Inspection activities in the corruption
and vulnerable areas & checking
on implementation of the Code of
Conduct

Office of Auditing & Inspection

Ethics Management counseling &
activities to establish ethics culture

Ethics Guardians
Coaching on ethical issues and
offering guidance for new recruits
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Chairman: Department head

Ethics Management education

hours per employee Unit: Hour
33.9
287
124
@
allla

2011 2012 2013

ACRC’s integrity
assessment Unit: Point

8.54 8.07 270

02 )

2011 2012 2013

Anti-corruption competitiveness
assessment Unit:Grade
4
3

2
.
=
S5

2011 2012 2013

Number of violations of laws
related to anti-corruption

society Unit: Case
10
7
2
S

2011 2012 2013

Q: What activities were implemented?

[ Operation of Integrity Ethics DNA ]

KRC operates the “Integrity Ethics DNA,” delivering integrity-related messages such as the Code of Con-
duct once a week via the Intranet. Employees present their opinions on integrity and post replies via the
channel which serves as a forum for ethics discussion among employees. In 2013, a total of 2,803 opinions
and 2,102 replies were posted via the Integrity Ethics DNA.

[ Integrity Mileage System ]

KRC introduced the Integrity Mileage System which grants mileages to departments with good integrity
performance, which in turn distribute the integrity mileages to individuals depending on their contribu-
tion. KRC offers extra points through integrity education, the Integrity Ethics DNA, etc, while deducing
points concerning employees’ violation of the Code of Conduct, which are used for personnel evaluation.

[ Integrity communication ]

KRC promotes Ethics Management which communicates with stakeholders. It listens to KRC's integrity lev-
el and factors causing corruption from the standpoint of customers through mobile customer centers and
electronic surveys conducted among field agents. In the case of signing contracts, KRC carries out ethics
collaboration activities through the integrity oath, while directly mediating integrity activities through the
KRC Ombudsman system designed to monitor and investigate legal protection of citizens’ rights, salvag-
ing rights and interests of the public. In addition, it operates the honorary monitoring system in which
KRC staff along with local residents inspect project sites to prevent corruption and conduct monitoring.

Q: What is the future development plan?

[ Dissemination and education of ethics culture ]

KRC is expanding overall education to help employees recognize and reflect anti-corruption and ethics man-
agement in their everyday work. It offers major compulsory subject courses, while providing diverse eth-
ics education through online and offline channels. All employees are obligated to take integrity education
through the life-cycle integrity education completion system. Also, based on the CEQ’s integrity leadership,
KRC engages in company-wide anti-corruption campaigns such as the “no giving, no receiving gifts” cam-
paign and sends integrity messages on a regular basis to implement ethics management in a more fun way.

[ Ethics Management violation whistle-blowing system]

All corruption behaviors related to the work of KRC employees can be reported through various channels
including helpline, red whistle, corruption report center, and report channel through the Anti-Corruption
and Civil Rights Commission. The identity and confidentiality of public interest whistleblowers are pro-
tected in accordance with whistleblower protection guidelines and they receive protection support.

[ Ethics Management monitoring activities ]

In order to secure soundness of all of its management activities, KRC operates a strict internal inspection
system. It not only conducts post-inspection, but also explores corruption-vulnerable areas in considera-
tion of work-site project departments and project characteristics and rectifies inappropriate work han-
dling in a timely manner through around-the-clock monitoring. In 2013, KRC diagnosed corruption risk
factors in advance and conducted systematic inspection and monitoring activities to suit characteristics
of each factor. After conducting inspection activities, the inspection advisory committee was held partici-
pated by external experts to impose fair inspection dispositions. It discloses implementation and manage-
ment of areas pinpointed by internal and external audit and inspection and inspection dispositions on its
homepage in a transparent manner, striving to prevent their recurrences.

[ Internal and external assessments ]

KRC acquired the AAA grade, the highest grade in the KoBEX SM, a sustainability management sur-
vey, for three consecutive years. It also received Grade 3 in 2013, a grade higher than that of 2012 in
anti-corruption competitiveness assessment conducted by Anti-Corruption and Civil Rights Commission.
However, integrity measurement survey for public institutions shows downward trends every year with
KRC receiving 7.79 point. KRC is committed to improving integrity by actively identifying factors causing
corruption and reinforcing ethics education, thereby becoming a more transparent enterprise by internal-
izing ethics culture.
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KRC Shared Value
Furthering Happiness




+1 Customers Importance of Customers

KRC has adopted an expanded and more detailed definition of “customers,” and the scope of custom-
ers includes not only farmers and fishermen and local residents in rural areas, who are the target of its
projects, but also the general public, who aé ntial ‘ “es top priority on its Customer
Satisfaction Management for shared grov /iding optimal tailored services

KRC’s Approach and Stra
KRC has established an impleme
vision of becoming “supporters of
satisfaction of internal and extef
strategies of “reinforcing the Cu \3
service,” and “enhancing CS capabl
points, KRC strengthens employee'
strategy by disseminating customer

B

A
o

. . T
Customer Satisfaction Vision and Strategies

:
d

Vision Supporters of hope cr&ng’future values for rural communities

o Provide optimal customized services to meet the needs ofhstomers

4N
(2020) More than 95 points in public-service customer satisfaction index, more than 85 points in internal

satisfaction customer index
Reinforce the CS implementa- Strengthen customer service o
it s (TERT @) (Service) Enhance CS capabilities (People)
- Systemizing the implementa- o ing fi

~ | | - Signing MOUs on exchanges
tion organization;

~ with specialized institutions:
Strategies -Building the CRM system;

; -
- Operating regional agricultural - Conducting the CS Thermom-

- Operating the CS point system; governance; eter self-diagnosis;
- Reinforcing compliance with - Managing target customers; - Conducting internal customer
the Service Charter ) - Exploring CS areas for im- satisfacti rveys,

provements - Monitoring telephone com-
munication

e a7

Maintaining theﬁest s"tﬁtution position in customer
N < satisfaction for 7 consecutive years

) f ; ; ) /
‘.‘, 4 Public-service Customer Satisfaction Index (PCSI) (unit: Point)

\

Major Achievements

T

- Integrated customer service through ‘1e opera-
97.7 tion of the CRM system;

- Exploration and implementation of action tasks

for CS management by departments to realize
customer satisfaction service;

8 98.1

A

- Enhancement of customer safi§fadion th)gugh
MOUs on exchanges with CS-specializing organi-
zations

customer satisfaction

g field-orie =
he operation 0 RM system.

VOC Collection and Handling Results

2013 2,236cases 6.9 days

Praise 45cases
Inquiries 991cases
Complaints 285cases
Requests 874cases
Others 41cases

CS Capabilities Enhancement
Education Status Unit: Hour
159
120
62

) n

2011 2012 2013
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SUSEIEiRy Pt Korea Rural Community Corporation

Customer Satisfaction Management

Organization

In an effort to maximize satisfaction of customers by proactively implementing customer satisfaction
management, KRC operates a department dedicated to customer satisfaction based on the CEO’s firm
commitment. In addition, KRC holds customer satisfaction management committee meetings to re-es-
tablish the direction for implementing its customer satisfaction services, while conducting performance
management and assessment through the CS Secretariat. Respective CS leaders in the field are respon-
sible for checking whether standards stipulated in its Customer Service Charter are observed properly.

CS Organization

« > Establishing CS visions and core strategies
Cus?:::;;::f:i?'on ,,,,,,, > Advising management disclosure
. committee /service improvement measures
CS Secretariat =~ > Establishing CS promotion strategies
| /managingand evaluating performances
l L > Developing detailed CS
CS leader CS leader implementation tasks
! ———_ - CS activities, customer management
CS Analyst _CSAgent Jreceivingand dealing with VOC
(Headquarters) (prolgct groups, head
; office, branches) _ Collecting and analyzing VOC
o /improving work process

VOC Process

Utilization of online and offline VOC collection channels
Collection - Online: Actively collecting VOC via KRC's homepage
- Offline: Collecting customer opinions at field contact points (branches, project groups)

Classification: Classification by work and by cause
Classification/ Handling - Operating designated staff in charge of VOC by department

Handling: The department in charge deals with VOC and enters the information into the system.

VOC statistical analysis

Analysis L I )
- Identifying problems through classification by type and business

Sharing/ Utilization Serving as basic data for service and institutional improvements

Enhancement of Customer Satisfaction Management Capabilities

KRC is spreading company-wide consensus on customer satisfaction management, while enhancing cus-

tomer satisfaction management capabilities through education and training.

«Implementation of “DA-Win” service by signing an MOU on exchanges with Kyobo Life Insurance, a CS-
specialized company

- Offering customized education programs: Tips on telephone service and customer reception, etc.

Aug.8, 2012 ~Aug. 7, 2013 Tips on friendly telephqne service and Two sessions by branch
customer reception, etc. (3,159 employees)

+KRC Academy for team leaders and branch heads aimed to enhance capabilities of management staff
and department heads

- Enhancing capabilities of managers by cultivating leadership skills required for successful managers:
Branch heads (34) and team leaders (158)

- Efficient operation through the B/L course (cyber education + collective education

« Collective education to enhance CS leaders’ mindset/ capabilities

- Enhancing expertise by increasing specialized education for CS staff

- Formulating customer satisfaction management strategies, producing a service manual, etc.

+1 Customers / +2 Employees / +3 Partner Companies / +4 Local Communities/ +5 Future Generations a
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Customer Satisfaction Management Activities and
Achievements

[ Public-Service Customer Satisfaction Index ]

KRC is committed to improving services at customer contact points
through feedback activities on the Public-Service Customer Satisfac-
tion Index. It selects a category whose satisfaction is low, or which
shows greatest improvements among quality assessment categories
of departments with lower-than-average points by business area,
identifies problems on major needs and fundamental causes to de-
rive possible improvement tasks and makes improvements to them.
As a result of such efforts, KRC recorded 97.7 point in the 2013 Pub-
lic-Service Customer Satisfaction Index, maintaining its status as the
highest-scoring public organization for seven consecutive years.

[ Customer Satisfaction Evaluation by Operation Areas ]
KRC surveys its customers by operation areas on their satisfaction
level through phone calls and mail. Based on possible improvements

Service improvement by raising awareness of watchmen for
irrigation facilities (Water Resources Operation Office)
« Early appointment of irrigation facility watchmen and
training (January~April) and field inspection of operation
status (July)

Simplification of farmland preservation charges
management procedures to enhance customer convenience
(Farmland Fund Management Office)

« Improvement of guidelines on farmland preservation
charges and development of a system to issue payment
confirmation via the Internet

Improvement of overseas agricultural development project
work processes (Overseas Project Office)
« Revision of loan management guidelines for overseas
agricultural development projects: Expansion of loan
recipients and kinds of security, etc.

shown in the survey result, it identifies and performs implementation
tasks to increase customer satisfaction. In particular, according to the
result of a survey on satisfaction level on water resource manage-
ment, KRC showed high satisfaction level in the areas of supply of
appropriate water amount in a time manner and irrigation facility
management, contributing to improving customer satisfaction.

[ Efforts to Improve Customer Service Quality ]

KRC is endeavoring to make its business operations more customer-
oriented based on operation improvements that are brought about
through the feedback activities of the Public-Service Customer Satis-
faction Index surveys and the outcomes of customer satisfaction sur-
veys conducted by business areas. Thanks to such efforts, there were
no violations of laws or regulations reported concerning customer
service activities offered by KRC over the past three years.

Establishment of customer-oriented PR infrastructure system (Public Relations Office)

» Number of new online registered contents in 2013:: 1,898

- Expanded operation of blog reporters: 20 reporters in 2012 — 25 reporters in 2013

Increased response rates through improvement of survey methods (Farmland and Irrigation

Development Office)

= Survey by mail in 2012 — Ensuring anonymity through direct registration with KOCS in

20134

3% Survey response rates: 33% on average between 2009 and 2012 — 40% in 2013

ancement of customer satisfaction by identifying customer needs through surveys and
making improvements (Saemangeum Project & Land Reclamation Office)
esults of surveys on customer satisfaction taken among Saemangeum visitors:

inconvenient transportation and lack of convenience facilities
ing transportation information and undergoing approval procedures with Buan
County to open a PR hall

Realization of customer satisfaction by upgrading “Rural
Community Groundwater Net" (Groundwater & Geological
Technology Office)

+ Homepage design modification, contents upgrading and
facilitation of customer support channels

Providing customer-oriented, tailored service
(Youngsangang Project Office)
« Contract schedules information, on-site contract signing,

Exemplary Case Studies
on CS Management
Implementation Tasks by Field

reminder text message service
- Farming-related complaint report center, installation of large
telephone number boards and installation of English signs for

facilities

Providing customer satisfaction services by operating 119 hotline
for facility inspection Differentiated social contribution activities reflecting KRC's
(Technical Review & Quality Management Institute) characteristics

- Opening hotline: Launching a hotline for emergency inspection
and consultations (around-the-clock service)

(Management Support Office)
+ Expansion of house repair project through collaboration
with various organizations
(15% increase from a year ago)
- Regularizing joint wedding ceremonies for multi-cultural
families and hosting the 2nd joint wedding ceremony

Enhancement of customer satisfaction education (Human
Resources Development Institute)

0‘/A

m KRC Shared Value_ Furthering Happiness

« Introduction of new courses reflecting latest trends

Mobile Customer Center-introducing
farming-related support systems

Resident Satisfaction
Level Unit: Point

79.8 80.5
o5

78.8

2011 2012 2013

Number of Households
Returning to Rural Communities
Unit: Number of Households

32,424

Q 27,008
H 10,075

2011 2012 2013

SR IBASSIRRENY Korea Rural Community Corporation

Realizing Customer Satisfaction Management

Support for a Happy Rural Life

KRC provides support for a happy rural life through rural development projects. Comprehensive rural
community development projects in harmony with the environment aim to improve the living conditions
and to expand income bases for farming and fishing households, promoting a balanced development
between urban and rural communities.

[ Rural Community Regional Development and Policy Support Project |

This project is designed to improve settlement conditions through environmental diagnosis and to en-
hance regional capabilities to improve the quality of life in rural communities, thereby increase resident
satisfaction.

Rural Community Regional Development Project

Environmental Diagnosis

« Mid-to long-term strategy for
regional development;

« Feasibility review for new
businesses

+

Improvement of Settlement
Conditions

« Improving living conditions in
rural communities;

« Promoting multifunctional value
of rural communities;

« Linking KRC's core projects and
pioneering the fisheries business

Enhancement of Regional
Capabilities

« Fostering and specializing new
business groups;

+ Establishing field-support col-
laboration system;

« Enhancing capabilities tailored
to fishing villages

Achievements in 2013

<Environmental Diagnosis >

M In order to ensure systematic implementation of the project, KRC formulated the mid-to long-term term strategies
for the regional development project by analyzing the project environment, while allocating budget by conduct-
ing preliminary review of business feasibility for 474 projects for 117 cities and counties (Budget for 2014-KRW
776.2 billion)

<Improvement of Settlement Conditions)

W KRC provided support for settlement of those who wish to return to rural communities by refurbishing old houses
in villages and developed and distributed a standard housing design for rural communities customized to the
needs of customers. Through such effort to create pleasant villages to live in, it attracted urban citizens to rural
communities, addressing the problem of declining population in rural areas.

M In a bid to promote social and economic revitalization in rural communities and to cultivate a positive and creative
thinking and personality in school setting, KRC has designated “rural schools” in rural districts. Meanwhile, KRC
signed an MOU with the Ministry of Education to come up with an institutional system and ground for recog-
nizing experience in farming and fishing villages as learning hours. It also expanded opportunities for indirectly
experiencing life in rural communities.

M In an effort to prevent any area from being marginalized due to the implementation of regional development pro-
jects centering on farming and fishing villages, KRC explored new policy project items such as a mountain village
specialization project model and other projects to be promoted in connection with its main projects.

<{Enhancement of Regional Capabilities)

W Although KRC needed to implement various projects for 36,496 farming villages which account for 18% of the
total population, it was faced with problems associated with poor industrial foundations such as lack of expertise
of those who are involved in the projects and excessive numbers of small enterprises without specialties. Under
the circumstances, KRC created and fostered new industry groups for the regional development project, inducing
their specialization.

The “rural community development consultant” obtained the nation’s first national certification in the field of rural
community development, while the “rural community facilitator” was registered as a private qualified expert.

Rural Community Development Consultants Rural Community Facilitators

165 consultants were trained 59 facilitators were trained
(including the private sector) (including the private sector)

W KRC supported the creation of fishing villages with specialties through resident capability enhancement projects
by encouraging residents of fishing villages to take the lead in the development of their villages, assisting the
project to be established as a “New Saemaeul (New Village) Movement” for fishing villages.

+1 Customers / +2 Employees / +3 Partner Companies / +4 Local Communities/ +5 Future Generations a
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Ratio of Rice Cultivation

Area Covered

by Full-time Farmers* Unit: %
50

46
44

2
>

2011 2012 2013

*Area covered by full-time farmers/ Total rice
cultivation area

Scale of Asset Loss Prevention

of Farming Households

Receiving Business Recovery

Support Unit: KRW 100 million
4674

3,851

/\ 2,993

\

A

2

y
A

2011 2012 2013

Farmland Pension
Subscription Rate Unit: %

13.7

b 6.0
-

2011 2012 2013

Support for a Happy Old Age

In an effort to stabilize farming household businesses and to provide support for a happy old age for
elderly farmers, KRC presses ahead with such projects as Farmland Scale Improvement Project, Farmland
Purchase for Business Recovery Support, and Farmland Pension Project. It provides support for expansion
of farmland scale to foster full-time farmers with a competitive edge, while promoting efficient use and
management of farmland and supporting continuity of the farming business and recovery for farming
households which experience temporary business difficulties due to natural disasters such as drought
and flooding. In addition, KRC provides support for a stable old age for the elderly farming population by
offering monthly farmland pension.

Farmland Pension

Farmland Pension aims to boost
productivity, to increase annual
income of farming households, and
to enhance agricultural competitive-
ness by expanding farming scale and
accelerating farmland collectivization
through farmland transactions, long-
term lease, administrative give-and-
take and division-and-junction of
farmland.

Farmland Scale
Improvement Project

The project purchases the farmland
owned by farming households ex-
periencing business difficulties due
to natural disasters and increased
debt and liquidates their debts and
leases the farmland to the farming
households with debt for a long time
at low interest rate, supporting their
business normalization.

Farmland Purchase
for Business Recovery Support

The project supports a stable old age
for elderly farmers by offering old-
age livelihood stabilization fund in
the form of monthly pension with
the farmland owned by elderly farm-
ers used as security.

[ Farmland Scale Improvement Project ]

Launched in 1990, the Farmland Scale Improvement Project aims to foster an efficient and stable special-
ized agricultural business community by improving farmland scale and collectivizing it to make 70,000
full-time rice farming households account for 50% of the entire rice cultivation areas. The Farmland
Scale Improvement Project is classified into the farmland transaction program in which KRC purchases
farmland owned by non-farmers (including corporations), those who changed their jobs from farming to
other businesses, and retired farmers and sells it to full-time farmers; the farmland long-term lease pro-
gram in which KRC leases the farmland owned by those who are retired farmers or have changed their
business and leases it to full-time farmers under long-term contracts (5~10 years); and the administrative
give-and-take and division-and-junction of farmland program in which KRC provides funding necessary
for administrative give-and-take and division-and-junction of farmland among farmers.

[Achievements in 2013]

M The cultivation area covered by full-time rice farmers accounted for mere 3% of the total area in 1995. The figure
increased to 50% in 2013 with full-time rice farmers covering 416,000 ha out of the total of 830,000ha.

3% 18% 46% 50%

MW The average farmland area covered by each full-time rice farming household increased from 2.5ha in 1995 to
5.9ha in 2013 with 70,000 households cultivating the area of 416,000ha.

2.5% 3.6% 5.6% 5.9%

[ Farmland Purchase for Business Recovery Support ]

The Farmland Purchase project aims to improve the financial structure of farming households by purchas-
ing farmland owned by farming households which experience temporary business difficulties due to debt
or natural disasters and helping them liquidate their debts. Under the project, KRC guarantees long-term
lease and right of repurchase of the farming households involved to support stable farming business.

Farming Household Workout Method

R . N lized
Bad debt Workout Maintaining farming scale After ordrr;?);ze
repurchase
Capital
Capital * Capital * (Outcome of
the support)

m KRC Shared Value_ Furthering Happiness

Collecting customer opinions-
operating mobile branch offices

[Achievement s in 2013]

W KRC responds to rising demand by farming households by continuously increasing the budget for
the project whose demand is on the rise each year. In 2013, it provided assistance for 99.4% of
applications made by farming households.

Application Status Support Status Farming Household

Number of households ~ Application amount ~ Number of households ~ Support amount Support Rate

1,027 households KRW 268.8 billion 1,021 households KRW 256.5 billion 99.4%

M In an effort to improve business capabilities of farming households, KRC offers business consulta-
tion service by identifying the level of farming technology and financial soundness through busi-
ness diagnosis of farming households and figuring out business recovery capabilities through busi-
ness analysis.

[ Farmland Pension Project ]

The Farmland Pension Project aims to offer the old-age livelihood stabilization fund to elderly farmers in
the form of monthly pension with farmland owned by farmers aged 65 or older holding as security. It
supports old-age livelihood stabilization for elderly farmers with insufficient living expenses by liquidating
their farmland asset, thereby expanding social security network of farming communities and maintaining
the function.

Farmland Pension Project
_ - Support for OId.age IiveIIhOOd
stabilization for elderly farmers

Valuation, hypoth- Improvement of quality of

ecat|o.n agreement, life for elderly farmers and
pension payment

Payment promotion of their welfare
I o N —
Farmland Farmland Eldely B [
Bank Pension farmers Policy goal
— —
of ?ae::-l:lgnd Pension consultation, 15,000 Farmland Pension
application, offering subscribers by 2025

farmland as security

Achievementsin 2013

W KRC increased perceptions of the Farmland Pension Project by conducting customized PR activities through
analysis of surveys taken among pension subscribers. In order to increase awareness of the project among the
general public and to shed off its negative image, it conducted PR activities via the media including broadcasting
and MOUs with relevant organizations. It reinforced field PR activities targeting farmers to enhance the under-
standing of the project and to increase the number of subscribers.

Direct PR Mobile Field-
TV Radio Newspaper | LED display | activities customer | tailored PR
such as fairs| center activities

246 times 146 times 20times 13,115 times 5 times 3,153 times 15,429 times

W KRC proactively accepted reasons for customers’ dissatisfaction and improved the Farmland Pension System to
pay appropriate amount of pension. According to a survey conducted among subscribers, the biggest reason
for satisfaction was small amount of pension relative to living costs, followed by small pension amount relative to
farmland prices.KRC improved the security farmland valuation method and increased monthly average pension
amount by 14%, while eliminating membership fee, reducing membership fee of KRW 2 million per farming
household with farmland price valued at KRW 100 million. In addition, it lowered load interest rate to 1%, easing
the burden of paying monthly average interest KRW 110,000 won.

W Furthermore, exemption of property tax on farmland security for Farmland Pension was enforced, easing the
burden of paying property tax of KRW 66,000 per pension subscriber, relieving the burden of farmers.

+1 Customers / +2 Employees / +3 Partner Companies / +4 Local Communities/ +5 Future Generations
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Importance of Employees
KRC treats its employees as partners who
of individual employees, while building an
to the fullest, assisting them to achieve op
resources (HR) management is to promote jol
company thi

Approach and Strateg
RC, personnel reshuffling, recruitment;
riminatory, fair, and transparent procedure
e “special recruitment for children of farmers anad
expanded job opportunities for children of farmers

ies of its employees who will create
ducation, and also provides support for
amily. Labor and management communi-
els, creating a labor-management culture of

and share the values of the future through expanded ¢
creating synergy to ensure balance between work, life @
cate with each other through diverse communicati

Work Satisfaction Major Achievements

Employee work satisfaction level Unit: %
736 - Installation of workplace child care center, opening

71.2 of workplace nursing room
« Employee capability level in 2013: 3.92 Level
« Education satisfaction in 2013: 4.55 point

70.6

« Flexible work system utilization rate in 2013: 8.2%

2011 2012 2013
e T e W O TiEEE ey
Future Plan % 4
Drawing up improvement measures for the overall personnel management system such as Grade 3 pro-
motion system to establish a fational personnel management system:
Improving employee welfare system and coming up with programs to improve working conditions on the
occasion of headquarter relocation to Naju City.
Employee Status » - (Unit: No. of persons)
| 2011 2012 2013
Category Category 2011 2012 2013
Male | Female | Male | Female | Male | Female
Executives 7 o 7 2 7 3 Female 446 444 461
The :
By xgﬁ;‘;ﬁ 4,802 446 4,605 444 4487 461 Sodially 'Zﬁf;’,'ﬁf 257 272 71
| Type of - Marginat
Indefinite- ized 5
B i | 333 | 2ia | sool | ZcOMM Sse | ko8 pariosande | oo 348 347
workers fans
Non-regular In their 20s
e 251 21 287 75 311 63 e 11 116 123
By Age
Executives 7/ = 7 s 7 e Group In their 30s 1,001 1,001 962
(based on
Specialists 3 - 3 - 3 - regular | ntheir40s | 2,099 | 2086 | 2,049
workers)
Grade 1 104 - 81 - 63 - Intheir50s | 2,037 | 1847 | 1814
e (Based on
| Grade 2 397 5 346 5 313 5 R:‘ﬂt‘ regular % 25 135
| By Posi- workers)
tion Retire- (Based on
Grade 3 1316 29 1269 28 1211 28 i regular 121 21 245
workers)
Grade4~5 | 2174 245 2128 243 2089 255
Average service years (year)
Grade 6 801 167 772 168 801 173 184 190 190
(Based on regular workers)
Others 584 235 596 295 847 371
By Region Headquarters i Chungbuk Ch Jeonbuk J buk Jeju

(Asof2013) | 4905 | 127% | 35% | 55% | 145% | 140% | 134% | 104% | 98% 14%

% Among regular workers, 24 of them (7 males and 17 females) work ig

Number
of Employees

(Unit: No. of persons)

(100.0%)

SIEEIBA SRR Korea Rural Community Corporation

Open Recruitment

Open Recruitment

KRC recruits talented people who can achieve its missions and vision together and create new engines of
growth including development of fishing villages and overseas agricultural development in fair manner.
When recruiting people, KRC respects diversity and human rights of individuals. It prohibits discrimina-
tion based on gender, age, religion, education background, and physical disabilities and complies with
provisions on prohibition of forced labor stipulated in Korea’s Labor Standards Acts and the International
Labor Organization (ILO).

In addition, KRC has expanded socially-equitable recruitment, fulfilling its social responsibility in the field
of employment. It has promoted socially-equitable recruitment by expanding employment opportunities
for children of farmers and fishermen by adopting the “special recruitment system for children of farmers
and fishermen” for the first time as a public institution and introducing a special recruitment process for
disabled persons, which is separate from the general recruitment process to guarantee job opportuni-
ties for disabled persons, taking the lead in realizing an equitable and fair society. It also operates “Youth
Intern” program to address the youth unemployment issue, to provide youth with opportunities to gain
workplace experience, and to enhance their work capacity.

Meanwhile, in an effort to secure talented people, KRC pursues recruitment without excessively relying
on job seekers academic backgrounds and credentials. It has eliminated a practice of considering un-
necessary academic backgrounds and credits unrelated to work duties. Instead, it recruits customized
talents by evaluating work-related licenses and certificates, career, experience, and problem-solving abil-
ity. It offers opportunities for written tests to greater number of job seekers, realizing non-discriminatory
employment through transparent and fair procedures.

Ideal KRC Employee

C A global state-run public enterprise creating happy rural communities )

Achieving KRC’s Vision

Passionate, creative, and warm-hearted talents
creating future values of rural communities in Korea

Talents with open-minded thinking who can execute work in a creative and innovative
manner, breaking old rules

Talents with warm sensibilities who promote organizational unity and customer service
through care and consideration for colleagues and customers

Talents who have passion for becoming experts in their fields and build capabilities

Talents who can create future values of Korean rural communities (including both KRC
and rural communities)

Open Recruitment Status (Unit: No. of persons)

2011 2012 2013

Females 15 1 21

Disabled persons 2 1 7
Regional talents 73 19 104

ReY Regu'lar Wi High school graduates - 5 27

Recruitment
Specialized high school
- 4 17
graduates
Science andvenglneermg 23 17 03
majors
Indefinite-term contract workers 547 529 844
Youth interns 60 201 165
Non-regular Workers
Contract workers 272 362 374
Number of female employees
with team leader or high 4 6 6
Out of Total Employees position
Disabled persons 257(4.2%) 272(4.6%) 271(4.4%)

+1 Customers / +2 Employees / +3 Partner Companies / +4 Local Communities/ +5 Future Generations a
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Job Satisfaction Level

o 706

71.2

2011

2012

Unit: %

73.6

2013

Fair HR Management

KRC applies performance and capacity-centered human resources management for all employees re-
gardless of gender and physical disabilities based on employment rules and human resources manage-
ment regulations. All employees are guaranteed equal opportunities and all wages and welfare benefits
are identically applied to the same positions without any discrimination based on gender. In addition,
KRC ensures that female employees occupy a certain percentage of the Promotion Committee to prevent
any disadvantages against female employees in terms of promotion.

KRC secures objectivity and fairness by conducting multi-faceted evaluation that minimizes any possibili-
ties of evaluating a few employees favorably or unfavorably. It evaluates performance by developing dif-
ferentiated evaluation indicators based on job duties, responsibilities and roles, by individuals. Evaluation
results are utilized to determine promotion, compensation, job assignment, and transference, operating
a fair and rational human resources management system.

Management Principles

| Rational work evaluation system | | Fair promotion system |

Fair HR
| Managem |

y

| Assigning right people in right place Enhancement of reliability |

Performance Evaluation Syste

S.et- Setting performance indicators by evaluation Organization’s (department) performance
ting groups—Setting up weights—Collecting employees’ indicator cascading—Goal distribution by
opinions —Adjustment and finalization of indicators individuals—Adjustment, finalization through agreement

-MBO (Management by Objective) system (Rural Re-
search Institute) and pilot operation (4 departments)

Goal

- Period: Interim, year-end, finalization evaluation
Perfor- - Entities subject to evaluation: 374 departments

mance under 136 divisions including headquarters, regional - Division heads evaluate responsible management
Evalu- headquarters, project groups, and branches contracts
ation
. Not|ﬁc'at|on of Finalization Feedback
Evaluation evaluation result . - By
- . - of evaluation result (Briefing sessions, consul-
(Organization/ Individuals) Application of - - 3 .
o . (Organization/ Individuals) tation sessions)
objection - Review

Utiliza- - Reflecting the result in - Differentiated pay- - Preferential selection for - Sharing and dissemina-
tion of promotion ment of basic annual overseas training tion of Best Practice
Evalu- - Position allocation salary (post-holders) and - Support for education (BP)
. based on wishes of incentives programs - Modification of strate-
ation employees - Offering prize money to - Performance mileage gic goals
Results - Granting additional departments with good - Improvement of perfor-
points in HR manage- performance mance management
ment system
Moni-
Managemen .
toring inio?rfatign Performance Interim Interim Goal Evaluation
stem (through monitoring evaluation } evaluation adjustment, result feedbacl
4 9 monthl (half-year) coaching
out the year, v

Achieve- - Division evaluation - Department evaluation ‘
ment -
evaluation -Executive director evaluation - Division head Perfor Target
i . i mance a 0
evaluation - Department head evaluation ) neenie
mileage
system system
Capacity | - Evaluation through deliberation « Multi- ¥:
evaluation source evaluation

m KRC Shared Value_ Furthering Happiness

Employee
Capacity Level Unit: Level
3.92
3.88 :

3.75

o

[*]
2011 2012 2013

Education

Satisfaction Level Unit: Point

434 449 455

{4

2011 2012 2013

Average Training Hours
Per Employee Unit: Hours

71
69

66

2011 2012 2013

Average Education
[Training Expenses
Per Employee Unit: KRW 1,000

g74 889

834

6]

2011 2012 2013

Cultivation of Future-oriented Talents

HR Cultivation Strategy

KRC enhances expertise of its human resources based on its HR cultivation strategies and operates
capacity-centered, customized education. It makes multi-faceted efforts to increase education effects
by setting capacity-building goals for all employees and coming up with measurable key performance
indicators. It not only fosters human resources, but also provides an environment where the right
people can exert their abilities in the right place, thereby achieving its missions and vision. KRC's HR
cultivation strategy has been recognized externally as indicated by its winning of “HRD Management
Grand Prize” at the 2013 Korea HRD Awards and its Best HRD certification implemented by the Min-
istry of Employment and Labor, the Ministry of Education, the Ministry of Trade, Industry and Energy,
and the Small and Medium Business Administration.

HRD Goal Employee capacity level : 3.9 Level tion hours per employee: 70 hours

Enterprise-
wide of core capacities
Strategy

. Reinforcing job capacity Cultivation of future-oriented,
R holistic human resources
- Operation of capacity-cen- - HR cultivation for sustainable - Leadership education by class
tered education growth - Enhancement of humanities
- Individually customized edu- - Securing expertise for new knowledge
cation growth engine businesses - Substantive integrity and eth-
- Enhancement of education - Transforming work knowl- ics education
curriculum evaluation edge into asset
- Upgrading the functions of
the Human Resources Devel-
opment Institute
N . Formulation Formulation of Education by job
‘ Capacity diagnosis ‘ > ‘ of HRD plan ‘ > ‘ self-development plan > ‘ category and level
P Education curriculum . 02 . Level of application to
Monltonng e Education satisfaction level Level of understanding i

Development of Education Curriculum Meeting the Needs of Employees

KRC redesigns its education curriculum through performance analysis for education conducted in the
previous year. It also newly opened education courses that can enhance expertise by job groups such as
production bases, real estate and asset management education through capacity diagnosis of employees
and analysis of the needs of members via internal VOC. Meanwhile, KRC expanded specialized
commissioned education courses by analyzing the needs of executives, enhancing cultivation of core
personnel. It also operates education courses meeting social needs including the ethics management
leader course and compulsory cyber integrity education for all employees.

Establishment of Education System by Grade
Education Education Common : : .
Method Capacity Job Capacity Leadership Capacity
Grade 1 Creation of Collective Integrity & T e Pi"iSi°" heads
convergence education Ethics Crisis management

knowledge leadership
Grade2 | NIGUIENSE  Cybereduca-

) - Capacity building by business/job
Organiza- category

tion tional culture - Learning system by level (basic,
Grade 3 advanced)
Family-

KRC Academy

Capacity building for
middle managers

B/L education

friendly
Grade 4 Externally commissioned education
Correspon-
Job-centered [Nt EI M Humanities - Future core capacities (Strategic Female leadership
Grade 5 self-deveilop- ing core leader course, regional de-
S Commis- Foreign velopment expert course, degree
Grade 6 sioned acquisition courses, etc.)
. e Self-leadershi
&7 education lagopades 2

Identification . .
Previous year performance analysis
of needs

+ ‘ Needs inside the organization ‘+ ‘ Needs outside the organization

+1 Customers / +2 Employees / +3 Partner Companies / +4 Local Communities/ +5 Future Generations
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Building an Organizational Culture of Sharing Happiness Labor-Management Culture Based on Mutual Benefits and Cooperation
[ KRC's Labor Union |

Outcomes of the Flexible Working Balance between Work and Life KRC’S labor unic?q was launched as a single uniorT in Dege'mber.2001 and all employees othe'r.than those
Hours Scheme [ Promoting Flexible Working Hours Scheme ] in manager positions at Grade 2 and above and in specific positions such as HR-related positions or sec-
Foxble Viork In an effort to build a culture of balancing work and family by promoting the flexible working hours retfa]rigs are eligible fOr union membership. As of the end of 291 3, there were 99% of all KRC employees
Schedule Utilization Unit: % scheme, KRC came up with guidelines on the flexible working hours scheme in September 2013 and has unionized and collective agreements reached by the labor union are applied to all KRC employees.

been expanding the implementation of the scheme by publicizing positive aspects of the flexible working

8.2 hours scheme. It completed making institutional improvements by eliminating restrictions on part-time [ Strategies to Advance Labor-Management Relationship |

work utilization period and expanding the scope of applications for part-time work and working hour KRC established strategies to advance the labor-management relationship to build a labor-management
% 24 28 selection system to include the entire workforce. The management encouraged employees to utilize the relationship based on cooperation and mutual benefits through consultations between the two sides.
wtlhil

flexible working hours scheme to create a company-wide organizational culture. As a result, the flexible : —
. I . o Strategies to Advance Labor-Management Relationship
2011 2012 2013 working hours scheme utilization rate increased by 284 % from a year ago. ‘

Labor-Management Relations :
Part-Time Work Unit: No. of persons [ Support for Childbirth and Child Care | Satisfaction Level unit: Point Z:::ef;rkzg %szrp Organizational culture based on labor-management mutual benefits, trust and vitality
48 KRC is improving working conditions for female employees by creating a family-friendly working environ- 208 3.34
-~ 27 ment which takes into account childbirth and child care. It offers resting time for pregnant employees :
19 and also operates internal resting rooms. It also improved the maternity leave system, thereby excluding M R B pprmra— .
. . . . . . . . )or-management relationsni| at complies B a q
m public holidays when calculating the maternity leave period and automatically enabling child care leave vzth Ensant pn-ndzhs - Confiict prevention and resolution based on trust
when employees apply for maternity leave. KRC extended the child care leave period for female employ- 2011 2012 2013 © Establishing labor-management advancement O Enhancing labor-management coopera-
2011 2012 2013 . " . . . system tion
ees from one year to three years and increased the age ceiling of children subject to child care leave from @ Improving unreasonable labor-management © Operating a conflict resolution system
Flex-Time Work  Unit: No. of persons six-year-old pre-school children to eight-year-old children who are in the second grade of elementary practices and institutions ) © Enhancing and utilizing labor-manage-
o school. It also operates workplace child care centers, as well as resting areas for female employees which DAY QB A S MO0 © Reaching reasonable wage and collective ; : ment-specialized capabilities
: p p . 9 ploy! E o SJ bargaining agreements Four major strategic
292 also serve as nursing rooms. directions & 12
. 6 116 @ Making joint efforts to achieve manage- strategic tasks @ Preventing career interruptions for female
10 ment improvement employees
[ Employee Health and Safety ] S ) : )
O Labor-management’s fulfilling social @ Seeking work-life balance
m KRC ensures reliability on safety through the labor-management council and collective agreements and responsibility ® Facilitating communication through joint
2011 2012 2013 operates workplace nurse’s office to ensure employee health. It offers more stable working conditions 1 A LS labor-management participation
through employee residence for employees who work in areas far farm their hometowns (When employ- Labor-management relations based Realization of common labor-management goal Creation of a happy workplace
\SNotrk Hour 59|6Cti0nu S ee residence is not available, KRC provides support for rental fee for studio apartment, while operating a on shared growth and cooperation
ystem it Ho. orpersens mobile non-smoking clinic to promote employee health. It also offers specialized counseling program to [ Labor-Management Communication |
address individual employees’ stress problems through Employment Assistance Program (EAP) involvin . . . .
67 leoal fi ol and P hyl ical P i . o ploy 9 (EAP) o Labor union and management at KRC communicates with each other through diverse two-way commu-
egal, financial and psychological counseling services. . ) L .
ﬂ\) 27 g " ) psy .g~ ) ; o R o . nication channels. KRC resolves conflicts through communication and builds a culture where the growth
k« 19 Given its business characteristics involving repair of installations in rural communities and large-scale land o , . .
. . . . S of the company and individuals’ development are achieved simultaneously. It shares the company’s lat-
0 reclamation projects. KRC formulates comprehensive plans on safety-related accidents to minimize the . . . : . . .
o , . ) o est news with employees through the 15-minute KRC morning broadcasting, while offering opportuni-
possibility of human or physical damages to its employees or related local residents and the possibility of . - . . . . .
2011 2012 2013 . . o . . . ties for communication and emotional bonding such as expressing gratitude, praising other employees,
safety-related accidents involving its employees. In addition, in cases where any union member incurs an . . L . .
o ) ; . . i and celebrating birthdays. It also allocates a section in its newsletter for employee participation, inducing
Maternity injury or a disease due to occupational accidents, KRC pays compensation based on the Industrial Ac- . o . L .
. . . employees to take constant interest in its organizational culture of communication and empathy. KRC's
Leave Unit: No. of persons, % cident Compensation Insurance Act, as well as medical expenses that exceed the covered amount. It also

communication channels were externally recognized, winning Grand Prize in the communication man-
agement category at the 2013 Forbes CEO Award.

a 100 100 100 for the period when they are unable to work, thereby ensuring the livelihood of their families.
3

separately pays wages to employees experiencing occupational accident based on relevant regulations

g Reinstate- 4 [ Creating a Family-Friendly Culture ]

ment rates KRC creates a family-friendly workplace atmosphere by designating Tuesdays and Thursdays as “Hwa- — | Labor union bulletin board | <€————— loyees E—
Labor union general meet- CEO lunch meetings
ing Labor union briefings Discussion forums Blogs,

) It also provides cyber language course contents to families of employees to promote self-development Labor-management council : )
Child Care . - . X . i . Naranhee Grievance Resolu- twitter
Leave Unit: No. of persons, % not only for employees but also for their families, while offering various family programs to experience . e

cultural facilities. KRC introduced the annual leave advance system to enhance flexibility and effective- e
. . . . . . . . urveys andid aialogue a
969 100 100 ness of using leave, while encouraging various family-friendly leave such as Kimjang leave (making large- . * & Company bulletin board

CEO monthly meetings
CEO on-site visits

2011 2012 2013 Mok Day (meaning “Happy Family Day”) in which employees are encouraged to leave office on time.

M e - . . . . . o .
Py quantities of kimchi for the winter) and winter leave. KRC acquired family-friendly certification granted v v
1M No. of users b by the Ministry of Gender Equality and Family for the first time in 2010. It acquired the certification again - CEO-Union chairman teatime - Institutional improvement council
Reinstate- . . . . . . . . . . i . - b o i ini
W rtraes (3 in 2013, consolidating its status as a leading family-friendly institution. Labor Union L.ab%r nljanagement representa- - Wage/collective bargaining 5
Chairman tive hotline -Management issue discussion g4~ (Management)
2011 2012 2013 (Labor Union) - Labor-management council sessions
[ Retiree Support Program ] - Labor-management meetings - Business meetings
KRC supports prospective retirees’ participation in such activities as life strategy, re-employment strate ino- man- .
pports prosp p p ay, ploy 9y, X;c;rrﬁgngt 'Cegiln'g?g;gm | Department in Division head meetings

charge of labor Report and meeting on
relations labor union updates

startup education programs and social participation activities to help them respond to change after retire- 24 Labor-management joint
ment and plan their second life. In 2013, it offered education for 113 prospective retirees. workshop
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Importance of Partner Companies
In order to achieve economic democratization and create ongoing growth engines, shared growth
with partner companies and small and medium-sized enterprises (SMEs) is of paramount impor-
tance in realizing a fair society. KRC should play a leading role as a state-run enterprise by providing
support in the areas of technology, funding, and markets, while partner companies should take
advantage of them to promote shared growth. One of KRC’s responsibilities is to establish a fair
transaction order by improving unfair practices and institutional systems with partner companies
and to take the lead in ensuring equal opportunities and fair competition.

KRC’s Approach and Strategy
In a bid to realize “shared growth by enhancing competitiveness through in d coo
tion,” KRC came up with strategies of “consolidating the foundation for shared growth,” “expanc
ing support for exploring markets,” “strengthening technology competitiveness,” and “establishing
fair transaction order.” In order to ensure more proactive and systematic operation, KRC formed the
Shared Growth Team dedicated to shared growth, achieving shared growth through partnership
with partner companies.

( Strategy to Promote Shared Growth w

Vision Realize shared growth by enhancing competitiveness through innovation and cooperation

Strengthening technol- Establishing fair trans-
ogy competitiveness action order

Strate- Consolidating founda- Expanding support for
gies tion for shared growth exploring markets

- Raising awareness of - Expanding markets for

shared growth rural enterprises - introducing the benefit
- Building infrastructure - Providing support for sharing system - Introducing online pay-
for shared growth development of experi- - Building the foundation ment monitoring system
Task - Expanding purchase of ence villages for the benefit sharing - Preventing unfair subcon-
Y products manufactured - Joint advancement into system tracting
by SMEs overseas markets - Enhancing joint research - Adopting SME produc-
- Strengthening col- - Providing support for - Enhancing technology tion system
laboration with partner exploring overseas sales exchanges

companies routes

Introduction phase (2013) Growth phase (2014~2015) Settlement phase (2016~)

- Building infrastructure for shared - Establishing implementation system - Enhancing business network

to-long growth for shared growth competitiveness
term - Raising awareness of shared - Spreading perceptions on shared - Fostering competitive SMEs
Plan growth growth

- Introducing institutional systems
such as benefit sharing system

- Developing standard models for

Purchase of products manufactured by SMEs:

Major Achievements
Increase by 5%p !

. SME product procurement Unit: % A o
- Development of various communication channels

78.6 - Establishment of infrastructure for shared growth
745 - Introduction of the KRC-style benefit-sharing system

- Expansion of distribution/ sales routes for rural enterprises

- Expansion of overseas advancement with partner
companies

2 .
|- =%k

- - Promo

Purchase of Products

Manufactured by SMEs
Unit: %

79.5

ry 786 745
22 .

2011 2012 2013

Purchase of Products

Manufactured by Social Enterprises
Unit: %
20.1

MW

2011 2012 2013

KRC signing an MOU with Small
& Medium Business Corporation

Consultation session on public institu-
tions’ purchase of SME products

Creating a Culture of Shared Growth

Support for Expanding Distribution and Sales Routes for Rural Enterprises
[Agro-Fisheries Industry Expos]

KRC organizes agro-fisheries industry expos to spread consumer perceptions, to explore sales routes,
and to disseminate best practices through display, promotion, and marketing of outstanding prod-
ucts manufactured by rural enterprises. It displays, promotes, and sells good products manufactured
by rural enterprises (B2C), while supporting entry contracts between distributors and rural enterprises
(B2B). All types of rural enterprises including enterprises, which are beneficiaries of the local industry
promotion project and the rural resource multi-industry development project, and resident compa-
nies in agro-industrial complexes can participate in the expos.

The agro-fisheries industry expo participated by 163 rural companies recorded 85,910 visitors, 464
buyer consultations, MOUs and residency contract worth KRW 1 billion, on-site sales of KRW 2,542
million, and 244 PR activities including the TV coverage.

[ Support for Exploring Domestic and Overseas Sales Routes for Rural Enterprises ]

KRC provides support for exploring relatively poorly developed distribution and sales routes for rural
enterprises. It offers support through various channels including distribution capacity building consult-
ing service which analyzes strengths and weaknesses of products via distribution exhibitions attend-
ed by experts and offers consultations on ways for commercialization and PR activities; and domestic
sales route support which helps distributors and rural enterprises sign entry contracts through Buyers’
Day at expos and distribution exhibitions. In particular, in order to explore overseas sales routes, KRC
sought overseas advancement of Korean local products through aggressive marketing activities such
as overseas local exhibitions in the USA, China and Vietnam. As a result, export contracts with USA
worth US$1.1 million involving 30 rural enterprises, with China worth US$ 2.24 million with 20 rural
enterprises, and with Vietnam worth US$980,000 involving 15 rural enterprises were signed in 2013.

Support for Overseas Agricultural Development Projects

In an effort to provide support for private enterprises tapping into overseas markets, KRC es-
tablished a channel for offering and sharing accessible information on overseas agriculture to
individuals and companies interested in overseas agriculture by establishing a portal system for
overseas agricultural development service (http://www.oads.or.kr). It established highly-reliable
information network on agricultural environment by country and region by investigating agri-
culture status and investment systems of the world’s major farming areas, providing support for
environment survey projects to help Korean companies utilize the information when entering
overseas markets. It also provides financial support by offering loans to overseas agriculture
developers when they develop farming and livestock products overseas.

upport for Overse: ral Development Service

icul- - Support for local surveys conducted by experts on agricul- - .
Overseasagrictl Pe vey A 29 -5 companies in 4 countries;
tural investment tural investment environment such as farming environment KRW 135 mill

CUELEUEINTY | and infrastructure mien
Loan support for ) ) o .
overseas agricul- - Support for long-term, low-interest loans to overseas agricul- -3 projects in 3 countries; KRW
tural development ture developers for overseas local projects 3,490 million

service

SCEILERENTE | providing local consulting service by dispatching experts in

e @RS aR the fields of storage drying and distribution, which are obsta-
tural development

i s T cles experienced during overseas projects

- 3 enterprises in 3 countries;
KRW 14 million

- Fostering overseas interns and transferring them to compa-
nies seeking advancement into overseas markets
- Large-scale farming education by inviting experts overseas

- Recruitment transfer: 2 persons
-No. of educated personnel: 21

HR cultivation for
overseas projects
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Introduction of Benefit Sharing System

KRC operates the benefit sharing system in which it conducts joint research on new technology and new
products requiring development with SMEs, explores sales routes in collaboration with SMEs, and shares
the benefits with them. It designated a relevant organization in charge and came up with operation guide-
lines, while hosting briefing sessions and discussion forums to promote early settlement of the system. In
2013, KRC hosted a contest to explore new projects and selected five projects including localization of
hydraulic oil which are currently under development. KRC will strive to make the benefit sharing system
successfully take root, promoting shared growth with SMEs and fair distribution of benefits.

Technology Support

KRC conducted joint R&D projects with 20 SMEs including “Development of a system dredging
sedimentary soil from irrigating channels and culverts” by investing KRW 2 billion in research spend-
ing. It performed technology transfer after technology development with five SMEs through joint
investment, while transferring technology on intellectual property right to 10 SMEs to help them
manufacture products and perform construction using the technology. In 2013, KRC signed 127
contracts worth KRW 5.487 billion through technology support for SMEs.

Diverse Communication Channels

KRC listens to difficulties experienced by SMEs utilizing various communication channels. It collects
opinions of SMEs through various channels including nationwide discussion tours with the invitation
of CEOs of SMEs, shared growth MOU signing ceremonies, meetings with SME CEQs, SME product
purchase consultations, briefing sessions, seminars, and workshops and reflects them in institutional
systems, making improvements.

Meeting with CEOs of partner companies & MOU ceremony on shared growth

4 20134 SO E4e 2oF
29217121 CEO 2HEDl U SHH Y Bt
2013, 12, 17.(8h
KP= =50 ST, (@2 A0\ E, QLS 5 SO AAE, @AY EIZ,
E0|0] 2| AmEf| 3, OF0] 0f| A6 T 124 b | AP, @ELHETIAR, M AES,
‘ EHHZO|AE, (@arel, @Chat e, S 1

%) niy »‘ 1k
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Creating a Fair Transaction Environment

Improving Unfair Business Transactions with Subcontractors

KRC endeavors to improve unfair business transactions with subcontractors. It induced increase in the
amounts of direct payments to subcontractors by granting additional scores according to “Subcontractor
Direct Payment Plan” when screening qualifications for KRC bids, while increasing the prepaid amounts to
subcontractors to facilitate flow of funds to subcontractors. In addition, KRC introduced online payment
monitoring system to monitor payments to subcontractors and to send SMS notifications according to
the flow of funds. Meanwhile, the company introduced report and prize-awarding system concerning any
illegal subcontracting activities for all construction projects. Depending on the result, it offers prize money
of up to KRW 5 million, striving to establish a fair transaction culture. In 2013, direct payments made by
KRC to subcontractors amounted to KRW 232.6 billion up by 3% from a year ago.

Establishing a Fair and Transparent Contract System

KRC notifies its quarterly order-placement plans through its homepage and makes sure that document
submission and making payments can be made through a system to minimize contract with bidders,
thereby ensuring fair and transparent contracts. Moreover, in an effort to encourage fair contracts be-
tween original contractors and subcontractors, KRC recommends the use of the standard contract form
which includes protection provisions for subcontractors by granting additional points in KRC biddings
when using the standard contract form.

m KRC Shared Value_ Furthering Happiness

Importance of Local Communitie §

As a frontrunner in promoting the agro-fisheries | ry, rural co d local sites, KRC regards
making contribution to the development of rural cc inities, which are placed under relatively disadvan-
taged positions compared to urban areas, as its mission. KRC perceives expanding the scope of welfare
programs for disadvantaged rural communities and socially marginalized neig through ongoing social
contribution activities and pursuing happiness together as proper roles of a cor orate citizen.

KRC’s Ap ch and ?t'rategy | |

In a bid to re its vision of becoming a “global state-run rprise cre by rural communitie

and i%‘ be t ormed into a respected public enterprise that Is its ate social responsibility

S; RC has re-e d the concept of its social contribution acti as actl t harge happiness.”
It o

c
ness recharging activities strategically fulfills social onsibility in c el n C's business
isti communities. The headquﬁers and ranches at KRC iskly

ocal co ities and williontinue.to increase happiness index for

residents of rural communities through happin ng
— Ry

KRC's Approach and Strategy ‘

Vision A global state-run enterprise
creating happy rural communities

‘ Mission Earn citizens’ trust by fulfilling specialized corporate social responsibility utilizing its expertise

Core Tasks

Building Happiness

Promoting rural values utilizing
KRC's expertise

Sharing Happiness

Expanding social contribution
activities & expanding sharing for
the socially disadvantaged

Cultivating Happiness

Conserving the environment,
reinforcing resident capacities, and
exploring job creation tasks

Detailed
Imple-
mentation
Tasks

1. Village landscape resource pres-
ervation management project

2. Support and consultations for
village invigoration

3. Organizing farming, fisheries
and mountain village happiness
festivals

4, Farming education for children

5. Housing repair for socially disad-
vantaged households in farming,
fisheries and mountain villages

6. Support for transportation
needs in farming, fisheries and
mountain villages

7. Support for KRC-farming helper
system

8. Support for services targeting
aged farmers, fishermen and
mountain residents

9. Taking care of multicultural
families

10. Local children care service

11, Talent donation activities

12. Setting up happy meals

13. Operation of safety keepers for
farming, fisheries, and mountain
villages

14, Support for hometown water
conservation projects 15, Over-
seas sodial contribution activities

16. Creation of KRC auto camp-
ing sites

Social Contribution Activities Worth KRW 2,545 million

Major Achievements

Social Contribution Amount

Unit: KRW 1 million

2,545
1,747

1.218

2011

- House repair for rural communities: 223 households (6.2%1)
- Joint wedding ceremony for multicultural families (20 cou-

- Thermal underwear fund: raised amount-KRW 65,920,000
- Providing magnifying glasses for 2,460 people

- Operation of 44 rural schools

- Number of people visiting experience villages: 11,478

ples residing in rural communities)
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Social Contribution Activity Hours

Per Employee Unit: Hour
31
20
18
CL- 4
=

2011 2012 2013

Social Contribution
Amount Unit: KRW 1 million

2,545
1,747

2011 2012 2013

SH0E 718718 Lhs 88
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KRC’s integrated CSR brand

Happiness Recharge Volunteer Corps

System for Sharing Happiness with Local Communities

Vision and Mission of KRC’s Social Contribution Activities

KRC presents a clear vision for social contribution as a top-tier state-run enterprise and sets mission to
effectively achieve the vision. It has set a state-run enterprise realizing the true value of sharing as its
vision for its corporate social responsibility (CSR) and promotes the growth of local communities by
conducting social good, building mutual trust.

Earning trust from local communities
and achieving self-realization
of employees through voluntary
employee participation
g-a and genuine social et
VIS Ion contribution in M Ission
response to the
demands of Earning trust from local
e Loy communities and achieving
munities employee self-realization
by implementing genuine

A global state-run enterprise

creating happy rural communities
and enterprise trusted by local
communities

A state-run enterprise
realizing true value of

sharing social good

Development of Integrated CSR Brand

KRC has developed integrated CSR brand to externally deliver its CSR effort and to increase its percep-

tions among the public and customer recognition.

- Meaning: KRC, which brings happiness to rural communities, is described as a three-color rainbow
(KRC’s Cl colors), expressing core values of happiness recharging - building, cultivating, and sharing
happiness

- Name: “Go, Happy (denoting “together,” “continuous,” “heighten”) - indicating that all employees at
KRC work together (“let’s go”) and carry out continuous activities (“go on action”) to heighten the
level of happiness in rural communities

» «

KRC Happiness Recharge Volunteer Corps

In a bid to strategically implement CSR activities, KRC established “Happiness Recharge Department”
dedicated to CSR activities, while designating 113 on-site units including its nationwide branches
and project groups as “Happiness Recharge Stations for Rural Communities,” thereby operating the
Happiness Recharge Volunteer Corps. Headed by the CEO, the KRC Happiness Recharge Volunteer
Corps is composed of nine regional headquarters and 130 unit volunteer groups (as of 2014). Each
volunteering team designates a volunteer service leader to reflect opinions of team members and to
promote voluntary program development and implementation.

Happiness Recharge Station for
Rural Communities

o . Happiness Recharge
Aﬁl(lf,tre,i-,ltr;stg:;tes Regional Headquarters (9) Project Groups (7) Depar}ment
- Rural Research Institute - Gyeonggi - Gyeong-— * Hwaan - Yeongsan - Oversee ‘ove,a”
+ Human Resources De— - Gangwon buk + Cheon- River operation
velopment Institute - Chungbuk - Gyeong- suman - Seaman-— - Establish action
- Rural Community Re— - Chungnam  nam - Geum geum Free plans
sources Development - Jeonbuk - Jeju River Economic - PR activities, moni-
Institute - Jeonnam - Saeman-— Zone toring, etc.
- Technical Review & geum - Land
Quality Management develop-
Institute ment
s R e S Partner institution:

Dasom Housing Welfare

tions in 93 Branches )
Foundation

m KRC Shared Value_ Furthering Happiness

Rural house repair volunteer service

Repairing Rural Houses
Unit: households

223

210
169

#

2011 2012 2013

Joint wedding ceremony for
multi-cultural families

Thermal underwear fund

Thermal underwear fundraising
amount Unit: KRW 10,000

6,592
o

4441 805

2011 2012 2013

Presenting custom-made reading
glasses

Reading Glasses
Donation Unit: No. of persons

3854 4408
. 2,460

&4 \

2011 2012 2013

Happiness Recharging Activities for Local Communities

Rural Community Welfare

[ Repairing Rural Houses ]

In order to improve the quality of life of underprivileged groups that are on the rise in rural communi-
ties such as single-parent families, poor low-income families, and elderly people living alone, KRC is
engaged in various support projects including repairing old houses, improving residential environment,
and arranging volunteers for them. In an effort to carry out such activities in more systematic and ef-
ficient manner, KRC established the non-profit Dasom Housing Welfare Foundation which is sponsored
by KRC employees. Since the inaugural year of 2007 when it repaired a total of 37 houses, the project
underwent gradual expansion. In 2013, a total of 223 houses were repaired through funding by Com-
munity Chest of Korea (KRW 300 million) and sponsorship by KRC employees. KRC will continue to
develop this project into its specialized volunteer service project, making concerted efforts to ensure
practical improvement of the quality of life for farmers and fishermen.

[ Support for Multi-cultural Families ]

In order to support early settlement of steadily increasing migrant women who come to Korea’s rural
communities to marry Korean men, KRC is engaged in various support activities by regional unit vol-
unteer teams such as support for their visit to hometown, support for child care expenses for migrant
women who gave birth to babies, the Korean language and computer education, and Korean food
making.

In October 2013, KRC organized a joint wedding ceremony for 20 multi-cultural couples who experi-
ence financial difficulties among those who reside in rural communities or those who are engaged in
farming and fishing. KRC plans to organize the joint wedding ceremony, which marked the second an-
niversary in 2013 following 2012 on a regular basis. It also makes utmost effort to ensure post-service,
sending CEO messages and delivering care packages to households receiving KRC's support. KRC will
refrain from one-time events and provide systematic and continuous support to help multi-cultural
families successfully settle down in Korea.

[ Thermal Underwear Campaign (Thermal Underwear Fund) ]

Since 2006, KRC has delivered thermal underwear to elderly people living alone in rural communities
during the winter by forming the Thermal Underwear Fund. In 2013, the CEO took the initiative by
sending 1,000 pieces of thermal underwear to North Gyeongsang Province and a total of 5,993 pieces
of thermal underwear were sent to aged farmers residing in rural areas. KRC promotes its campaign
through advertising and featured news articles to encourage external participation. The thermal un-
derwear campaign is spreading into a social campaign of sharing participated not only by KRC but
also people from all walks of life including lawmakers, public officials, and elementary school students.

Medical Care and Health Sector

[ Donation of Custom-made Reading Glasses (“Bright Service”) ]

KRC donates free custom-made reading glasses and repair them for farmers and fishermen. The cost is
paid by matching grant, a voluntary donation made by KRC employees. Local opticians and health-re-
lated universities offer their expertise for the volunteer service. The custom-made reading glass service
received government recognition as an exemplary case for volunteer services for rural communities. In
2013, KRC donated reading glasses for a total of 2,460 persons.

[ Support for Medical Service ]

In an effort to provide support for high-quality medical service to disabled persons and elderly persons
living along in rural areas, which are medically underserved areas, KRC has signed MOUs with medical
institutions to visit rural areas and provide basic medical services such as blood pressure measurement,
diabetes, bone density measurement, and X-ray test, as well as various medical volunteer services for
elderly people such as oriental acupuncture and cupping glass therapy, thereby taking the lead in cre-
ating healthy rural communities. It also actively engages in volunteer activities to share the embers of
precious life such as regular blood donation campaign.

+1 Customers / +2 Employees / +3 Partner Companies / +4 Local Communities/ +5 Future Generations G
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Rural School Operation System

Downtown schools

- Farming village experience
and farming education
through visits to rural villages

KRC

- Development of education
programs

- Selection of candidate
schools and villages

- Progress monitoring

Setting up sisterhood
relationships

Rural villages

- Support for farming house-
holds and farming crop
cultivation

- Operation of experience
programs

Farming support group’s disaster relief
activities

Education Sector

[ Green Environmental Classes ]

KRC has developed various education programs such as creating vegetable gardens inside classrooms
and an experiment to make clear water by using plural values and resources of rural communities as
learning contents. The programs are funded by public contests in partnership with the Ministry of Edu-
cation and Science. KRC plans to expand the project and diversify programs, while linking talent donor
education with after-school activities.

[ Rural Character Schools ]

KRC revitalizes rural communities and promotes character development of Korean youths by organ-
izing various rural community experience programs held in rural villages. KRC provides support for
urban schools and rural villages to form sisterhood relationships and provides youths living in urban
areas with opportunities to visit rural villages to help them better understand rural villages and cultivate
character. In 2013, it operated rural character schools in 44 locations featuring the participation of a
total of 7,600 youths.

[ Supporters for Rural Schools ]

KRC offers school meal expenses and scholarships to students who find it difficult to continue their
education due to financial difficulties such as students living with custodial grandparents and students
from single-parent families to provide financial assistance and offer psychological support. It faithfully
fulfills its role as a supporter for rural schools by offering support for school meal service, classroom
cleaning, and sports day and school outing activities.

Environment Sector

In order to raise awareness of conserving water quality environment in rural areas, KRC has designated
third Wednesdays of each month as environmental cleanup day in which KRC employees, local resi-
dents, students and local governments carry out environmental cleanup and environmental protection
activities mainly around agricultural water facilities such as reservoirs and water pumping stations.
Meanwhile, KRC creates clear water, clean air and livable rural communities by publicizing to the public
that clean water is the source of life by awarding prizes at student essay contests themed on reviving
water in hometowns. In addition to hometown water revival campaign, KRC also engages in activities
instilling the meaning of environmental conservation and sharing through environmental cleanup at
hiking trails, release of young fish, and tree planting at welfare facilities

Disaster Prevention and Disaster Relief Sector

[ Operation of Farming Support Group for Disaster Prevention and Emergency Relief Activities ]

As an institution in charge of disaster prevention for facilities in rural areas, KRC voluntarily operates
farming support group to prevent disasters that take place in rural areas and to provide emergency
recovery support by utilizing its capabilities and resources. The farming support group is operated at
regional headquarter and branch level. It participates in national disaster relief activities, provides sup-
port for disaster recovery for facilities in rural areas such as reservoirs, irrigation and drainage canals,
and conducts advance facility inspection to ensure disaster prevention.

International Relief and Exchange Sector

KRC strives to facilitate private exchanges by donating unused PCs to developing countries and organ-
izing home visiting programs for foreign trainees to allow them to experience everyday life in Korean
families. It motivates children with financial difficulties to study and delivers messages of hope by sup-
plying school supplies, snack and sports goods (soccer balls) to children at overseas project sites. It also
contributes to improving village environment by removing domestic waste and weed in the vicinity of
health centers and repairing water pumps, acting as a private ambassador at overseas locations.

m KRC Shared Value_ Furthering Happiness

Number of People Visiting
Experience Villages Unit: No. of persons

1,052

692 884

2011 2012 2013

Conducting Geum Nanse’s skills
donation for rural communities

Urban-rural exchanges

* ROI Analysis *

Ratio of education cost to educa-
tion effect one year after comple-
tion of education

ROK1: Cost is greater than gain
ROI=1: Cost is equal to gain
ROI>1: Gain is greater than cost

occ
- a

EOIEUBARY 53
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Bl & naming for excellent farm-stay
villages

L0 N || AN

mgﬁﬂ

Farm-stay village evaluation
categories & grading example

Activities to Recharge Vitality in Rural Communities

Support for Urban-Rural Exchange Facilitation

This project aims to promote vitality of rural areas and to improve the quality of life for local residents by
increasing urban-rural exchanges and invigorating tourism and investment in rural communities. It pro-
motes brisk exchanges between urban and rural areas, advances the farming and fishing industry and
seeks to revitalize the local economy by fostering and supporting rural experience/ recreation villages,
cultivating local talents in rural areas, supporting rural schooling centers, providing business consulting
service for rural enterprises, and fostering local industries. KRC promotes urban-rural exchanges and
revitalizes rural communities by organizing various programs such as annual rural summer festivals, rural
industry expos, IR presentation sessions for rural villages. It also strives to coordinated joint development
among rural areas through the oriental herb coordination collaboration project and the sun-dried salt
wide-area coordination collaboration project, while operating a store specializing in oriental herbs called
“Mok-Hwa-To-Geum-Su” in Myeongdong, Jung-gu, Seoul.

Urban-Rural Exchange Process
. . . . . . Attracting domestic
Fostering experience villages Managing experience villages I s S -

- Reinforcing village operators’ - Integrated management of

capabilities experience villages ) Urpan-rurgl exchange and coop-
- Development experience - Evaluation of experience village eration projects )

products operation - Summer hoI\Qay festivals
- Making legal and institutional - Introduction/ implementation of - Rural-20 Project

improvements grade determination system

Achievements in 2013

{Support for facilitating urban-rural exchanges)

M Developing farm-stay villages: In order to enhance capacities of village leaders through systematic and spe-
cialized education, KRC has fostered 42,000 rural human resources since 2005. It systematically manages
performance through the ROl analysis*. According to analysis result, the average stood at 12.66, indicating
that education makes significant contributions to management performance.

W Management of farm-stay villages: KRC has integrated the management system for farm-stay villages, which
had been conducted by departments, for integrated management, and has differentiated project support
year by year, normalizing their operation. In addition, KRC introduced the rural community tourism business
rating system in 2013 to induce voluntary improvement of service levels, while developing Bl and village
naming (Euddeumchon) and promoting villages with good grades and disclosing villages” grades, offering
reliability to visitors and a wide range of selections.

M Attracting domestic and foreign visitors: In order to increase visits by urban citizens to rural communities,
KRC is striving to expand the foundation for urban-rural exchanges through rural summer holiday festivals,
development and distribution of contents targeting foreign visitors, and various online/offline PR activities.

{Support for revitalizing rural communities)

W KRC has come up with a wide range of support measures to contribute to revitalization of the rural econo-
my by establishing policy project management systems to enhance the efficiency of supporting rural indus-
try policies, exploring resources to build the foundation for self-reliance for enterprises based in rural areas,
conducting promotional marketing activities and exploring sales routes, and building regional networks to
foster municipal and provincial councils and regional consortium groups to promote sustainable develop-
ment.

{Support for facilitating rural communities>

B KRC has gathered 50,000 members for skills donation to get various forms of expertise from urban citizens
such as business management, distribution, construction, education, and PR activities, which are insuf-
ficiently accessible for rural residents, as part of a “rural community promotion campaign,” one of the gov-
ernment’s major policy tasks. It has connected talent donation participants with rural villages which require
specific talents and expertise, thus contributing to sustainable development of rural villages.

+1 Customers / +2 Employees / +3 Partner Companies / +4 Local Communities/ +5 Future Generations
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Importance of Future Generations :
Creating environmentally friendly values through KRCs management activities and ot
tivities is KRC's mission not only for the current generation, but also for future genera
created by KRC over the past century are efforts to pre, he upcoming century. At K
that the development and operation of sustainable rural projects that can reduce enviror
the key to creating shared values. w

KRC’s Approach and Strategy
In an effort to reinforce enterprise-wide environmental management, KRC has established the )
tal Management System and has expanded the scope of environmental data management, v
been managed mainly by the headquarters, to include entire regional headquarters and branches. Als

has expanded data management not only for environmental data used for its operation, but also da "
energy used for business operations and transport of its employees. It also implemented the environmen-
tal management system based on ISO14001, applying environmental standards to all business activities -
including management activities, investigation and design, construction and maintenance. KRC also com
plies with environment-related laws and regulations including the Framework Act on Environmental Policy, |
the Clean Air Conservation Act, the Natural Environment Conservation Act, and the Water Quality and Eco-
system Conservation Act, minimizing environmental risks and environmental load in all business operations.

s |

( Environment Management System

Vision A state-run enterprise leading sustainable development of rural communities
Sustainable . I . . )
X Settlement of sustainability Establishment of Environ- Promotion of mutual ben-
Operation . 1
X management ment Management System efits with stakeholders
Strategies
Strategic . A Operating environmental management
Tasks Establishing eco-value chain i Zational system
’ ;E(;esngthenmg RSl A Heies i usess - Establishing direction for environmental man-
. —fri o agement
X E:;strilf;dly RITIED S e g - Establishing organizational system in charge of
Strategic S ) environmental management
- Strengthening internal environmental manage- . ; . .
Tasks - Reinforcing employee participation to promote
ment performance and data management .
- . i environmental management
- Reinforcing efforts to respond to climate change B < tion
through the CDM scheme e

Major Achievements and Evaluation
N

Reduction of greenhouse gas emissions . .
7 . Major achievements
; by 10% point from a year ago
. GHG emissi Unit: tCO2- . .. ” A
; M AR Development of greed tide prediction automatic moni-
198,997 180,773 toring system
166,997 - Development of core technology for floating photovol-
taic power generation system
- Completion of development of floating photovoltaic
power generation stations (2 locations, 410kW)
- Acquisition of certified emission reduction (CER)
h h
2011 2012 2013 e

\

ni |ng system in \

\ \ r nitoring \
W ort in the
O \

men

Water Usage Amount Unit: m?
379,544
298,545
ﬁ 294,384
é

2011 2012 2013

Domestic Waste
Generation Unit: m?

1,868,083
@ 1,722,264

. 1,522,545
b h

2011 2012 2013

Eco-friendly
Purchase Unit: KRW 1 million

18,485
15,003
g 9,576

4

2011 2012 2013

Environmental Management
Education Unit: No. of persons

1SO 14001

Internal Audltor
Training 43 41
Work
[ environment-
education

2011 2012 2013

License Acquisition
in Energy Sector  Unit: No. of persons
42 19
Geothen-nal

System
Installatlon

Geothermal
System
Design

2011 2012 2013

Water Management

Capacity Building

Education Unit: No. of persons
Water Mana 225 133

gement

Spemahzed
School
Dlsaster
managers

2011 2012 2013
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Eco-friendly Management Activities

Water Usage Management

As an organization that manages and supplies rural agricultural water, KRC monitors annual water us-
age to promote efficient use of water. Water supply tends to increase during droughts as supply amount
continuously changes depending on precipitation of the year. In 2013, water usage increased by about
28% compared to the previous year.

Waste Reduction

Waste from KRC is classified into daily living waste discharged from KRC buildings and construction waste
discharged through the rural village development projects. Most of the construction waste is concrete
materials which require professional waste processing. KRC processes the construction waste via a pro-
fessional waste processing company to prevent environmental pollution.

Eco-friendly Purchasing

KRC actively utilizes eco-friendly and recycled products. In 2013, its purchase of eco-friendly and recycled
products doubled from a year ago. KRC strives to utilize eco-friendly and recycled products on the policy
dimension by adding the green certification category to the screening categories and bid score ceiling
and toughening up the score ceiling when companies vie for KRC bidding for product manufacturing. As
such, KRC will continue to increase the use of eco-friendly and recycled products year by year.

Eco-Friendly Capacity Building

Environmental Management Training

KRC offers environmental training to enhance the environmental awareness of all employees, to ensure
eco-friendliness in business-related survey designs, and to develop theoretical and practical capacity to
evaluate the environmental impacts caused by its business operations. It also provides training on ISO
14001 and environmental audits for field staff in charge of environmental performance evaluation and
in-house examiners.

Cultivation of Green Talents to Respond to Climate Change

KRC is engaged in the Green Board and the Green Idea Bank activities to reinforce the implementation
of its green projects and raise awareness of them. Furthermore, It benchmarks best practices of leading
companies overseas to better understand and acquire advanced green technology, while identifying en-
ergy loss factors and enhancing capacity to present improvement measures by support in-house staff to
acquire licenses in the energy sector.

Nurturing Experts on Water Resource Management

In response to rapidly changing water resource management environment, KRC is endeavoring to secure
differentiated capacity suitable for rural agricultural water management for the future. It offers water
management capacity-building training for its employees via the human resources development center
or external professional training agencies.

+1 Customers / +2 Employees / +3 Partner Companies / +4 Local Communities/ +5 Future Generations a
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Responding to Climate Change

Reduction of Energy Consumption and GHG Emissions

KRC complies with the Target Management Scheme as an enterprise subject to greenhouse gas (GHG) emissions and energy target manage-
ment scheme in the public sector. It reduces energy consumption through investments in high-efficiency energy facilities and employees’ efforts
to use energy more efficiently, while cutting back on GHG emissions through the use of renewable energy instead of fossil fuels with the year
2010 as a base year. KRC is taking energy saving initiatives through efficient business operations, investments in high-efficiency energy facilities,
enhancement of employees’ awareness of energy conservation and promotion of eco-friendly activities.

Energy Consumption Unit: TOE
Energy Usage in Project Operations Energy Usage in KRC Buildings
(Excluding the headquarters)
5,431 5139
m /“( 89,807 81,611
&> 6 ﬁ '
4,929 4716 70,434

Indirect

Total Energy Usage
3,971 \ ﬂ
(Electricity)
M Direct (LPG) @ 96,328 87,869

2011 2012 2013 2011 2012 2013 75,991
Energy Usage for Transport by Business Vehicles Oil Energy Usage for Air Conditioning and Heating
894
814 338
276
oMo .. 470 585 225 2011 2012 2013
273 o
. 388 162
iesel
Gasoline Kerosene
HirG m m E M Diesel m E
2011 2012 2013 2011 2012 2013
Greenhouse Gas(GHG) Emissions Unit: tCOz-eq
GHG Emissions from KRC Buildings GHG Emissions from Project Operations

(Excluding the headquarters)

& 11,288
154,135

10,082 9.647 Q Greenhouse Gas

\ﬂ (GHG) Emissions
Indirect
(electricity)
B Direct (PG) ﬂz 200 017 198,037 180,734
166,997

8,689

2011 2012 2013 2011 2012 2013
GHG Emissions from Transport GHG Emissions from Oil Usage for Air Conditioning and
Using Business Vehicles Heating
2,491
% 2,263 ‘ 943
OWO 1,632 1677 773 632
1,349 2011 2012 2013
1,113 758 583
) 451
Diesel
Gasoline Kerosene M
i 184
HLrG m M Diesel m
2011 2012 2013 2011 2012 2013

KRC Shared Value_ Furthering Happiness

Hwaseong Photovoltaic Power Plant

Photovoltaic Power Generation

Annual Power
Generation Volume Unit: MWh
30,543

5 20167 26,877

EES

2011 2012 2013

GHG Emissions
Reduction Volume Unit: tCO5-eq
34,089

25,519 29.875

S

2011 2012 2013

Small Hydropower Generation

Annual Power
Generation Volume  Unit: MWh
48,112

l_l_l_‘_ 35.203 42,201

2011 2012 2013

GHG Emissions
Reduction Volume Unit: tCO,7eq
28,146

20,594 24,687
ill."

2011 2012 2013

Winning the 2013 Renewable Energy
Award

Renewable Energy Projects

KRC is engaged in small hydro power, wind power and photovoltaic power generation projects by utilizing
reservoirs which are possible to generate power with high dams and high head; breakwaters which are able
to generate power with constant wind speed and direction; and facility sites which enables photovoltaic
power generation due to long duration of sunshine. In 2013, it generated power of 56,985MWh worth
KRW 8.1 billion in profit by operating 22 photovoltaic power stations (7/MW) and 25 small hydropower
stations (14MW).

[ Photovoltaic Power Generation |

Photovoltaic power generation generates electricity by converting light energy to electric energy by using
photovoltaic modules. It is eco-friendly and easy to develop as it has a wide selection of power generation
scales. In order to address the secondary environmental damage caused by the installation of photovoltaic
power generation facilities such as land encroachment and environmental damages, KRC has pursued pho-
tovoltaic power generation by utilizing idle land and rooftop space of agricultural water pumping and drain-
age stations. With photovoltaic power generation using water surface given increased REC (Renewable En-
ergy Certificate) weight, KRC plans to expand floating photovoltaic power generation utilizing water surface
of reservoirs it owns. As of 2013, KRC constructed 6,602kl photovoltaic power generation systems in 22
locations by investing KRW 43.8 billion for commercial power generation. It plans to complete the construc-
tion of 35 photovoltaic power stations with power generation capacity of 22,907k in 35 locations by 2018.

[ Small Hydropower Generation ]

Small hydropower generation produces electricity through turbines and generators by using the head of
water flown from reservoirs or small dams. In addition to power generation, it has additional functions such
as supply of agricultural water and flood control in the summer. KRC conducts small hydro power genera-
tion by utilizing irrigation water from agricultural reservoirs, river water and surplus water, and intends to
maximize efficient and multi-lateral use of water resources in connection with the dam heightening project
for the four major rivers. In addition to KRC-initiated development projects, KRC shares its small hydropower
generation technology and knowhow with local governments, contributing to the independent develop-
ment of small hydropower generation of local communities. As of 2013, KRC constructed 25 small hydro-
power stations with the power generation capacity of 14,205k by investing KRW 43 .4 billion for commer-
cial power generation. It plans to complete the construction of a total of 45 small hydropower plants with
the power generation capacity of 22,574kl by 2018.

[ Wind Power Generation |

Wind power generation is an ideal project for utilizing abundant wind and land in the Southwestern since it
has relatively high power generation volume per unit of area compared to other alternative energy sources.
In 2013, the Saemangeum Garyeok district (3MW) was under construction and KRC completed preliminary
review and preliminary feasibility study on wind power generation project in the Hongseong district. Based
on the review result, KRC plans to complete the construction of three wind power plants with the power
generation capacity of 9,000k, which are candidates for the Renewable Energy Award, by 2018 by secur-
ing economicality and objectivity.

Receiving Renewable Energy Award

KRC received a commendation of the Ministry of Trade, Industry and Energy in recognition of its contribu-
tion to distribution and dissemination of renewable energy as well as industrial development by promoting
successful settlement and smooth operation of the Renewable Portfolio Standard (RPS) system.

Saving Rural Energy by Utilizing Geothermal Air Conditioning/Heating System

KRC provides geothermal and air heat systems utilizing heat pumps to greenhouses, inland aqua-farms,
mushroom cultivation farms and farrowing pens. The geothermal air conditioning/heating system instal-
lation project acquired green certification from the Ministry of Agriculture, Food and Rural Affairs in 2011.
Farming households which introduced the facilities not only reduced heating costs by 70~80%, but also
enjoyed yield increase by about 15% by managing business sites at appropriate temperature and reduced
GHG emissions. A total of 230 rural households installed the heat pump air conditioning/heating system in
2012 and a total of 168 rural households in 2013, reducing operation cost worth KRW 108 million per farm-
ing household on annual average.

+1 Customers / +2 Employees / +3 Partner Companies / +4 Local Communities/ +5 Future Generations
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Water Quality Survey/
Improvement Project
Expansion Rate Unit: %

434
Q 28.3
>

2011 2012 2013
Water Quality Standard

358

Satisfaction Level Unit: %
95.7 9222
o6 90.9 I

2011 2012

Otter habitat

2013

Creation of Eco-Friendly Values

Water Resource Management

[ [Water Quality Surveys and Improvement ]

With increasing number of facilities exceeding water quality standards being constructed in rural com-
munities, KRC keeps track of water quality status and causes of pollution by conducting agricultural
water quality measuring networks and water quality situation surveys for comprehensive water quality
management. The water quality measuring networks examine 16 categories such as BOD, COD, TN, and
TP, and heavy metal every quarter in 800 major reservoirs and freshwater lakes. And the water surveys
are conducted every two years on 17,000 agricultural reservoirs across the nation and the results are used
to develop agricultural water quality management policies. In 2013, KRC developed green algal bloom
prediction automatic monitoring system, departing from the old practice of relying on on-site patrolling
and weather forecast, enabling advance prediction. With respect to agricultural reservoirs exceeding wa-
ter quality standards, KRC purifies pollutants by applying eco-friendly water quality improvement tech-
niques such as artificial wetlands, sedimentation basins, water circulation devices and water detention
basins, while promoting comprehensive water quality improvement in connection with environmental
infrastructure such as sewage systems in rural communities. It also endeavors to improve water quality of
reservoirs whose pollution level temporarily worsens during the summer, green algae blooming period

and dry seasons.

Water Quiality Study/ Improvement Project Implementation Strategies

+ Regular water quality survey and
analysis

- Expanding water quality improve-
ment project

- Conducting water quality surveys
for specific areas

- Establishing water pollution
prevention system

- Development of new technology
such as prevention of green algae
blooming

- Reinforcing monitoring and
surveillance system

- Collaboration with local gov-
ernments and the Ministry of
Environment

- Strengthening collaboration with
local residents

- Facilitating water quality man-
agement council

Ecological channel

Sedimentation basin locking up
pollutants

[ Reservoir Waterfront Development ]

In connection with repair and reinforcement of reservoirs whose functions are weakening due to de-
teriorating and their water quality preservation, KRC enhances fundamental functions of agricultural
infrastructure through such activities as establishment of ecological channels, eco-friendly remodeling of
pumping and drainage stations, and improvement of waterfront space and at the same time transforms
the vicinity of reservoirs. It installs vegetating facilities on channels and slopes, while jointly developing
waterfront roads, walkways, observatory towers, and recreational forests in the case of areas with good
accessibility and beautiful scenery to expand visits by city dwellers.

Preservation of Biodiversity

In order to preserve biodiversity values in rural communities, KRC is expanding efforts to conduct research
projects on wetland preservation and to create wetlands. Concerning facilities that fail to meet the water
quality criteria (Grade 4), it seeks to make eco-friendly water quality improvement by creating artificial
wetlands, water retention basins and artificial vegetating islands. When improving antiquated irrigation
and drainage canals, it takes into account not only functions of water supply, but also conservation of sur-
rounding ecosystem including wetland protection. In addition, KRC plans to embark on a large-scale fish-
ing village ecosystem remediation project to expand efforts to conserve the ecosystem in fishing villages.
KRC is well aware that reclamation may lead to significant changes in ecosystems and thus it contin-
ues monitoring ecological environments in the wetlands of the Daeho Reclaimed Tidal Land, Ansan Re-
claimed Wetlands and other large-scale reclaimed areas to restore their ecosystems. In particular, bio-
diversity values in Ansan Reclaimed Wetlands are steadily improving, indicating that wetlands created
through reclamation can be transformed into a healthy wetland ecosystem that is capable of supporting
biodiversity.

Meanwhile, KRC has installed routes, habitats and shelters to prevent the discontinuation of wildlife eco-
systems, as well as ice harbor fishway blocks to provide resting space for fish, taking the lead in protecting
the rural environment and ecosystem.

KRC Shared Value_ Furthering Happiness

Groundwater management system
“Rural Groundwater Net”

Purification of oil-polluted soil

Rural Area Ground Water
Resource Surveys Unit: No. of locations
193

177
161

&

2011 2012 2013

GARP Certification Consulting Status
Unit: No. of farming households

1,977
@ 755
Nn

2011 2012 2013

826

Groundwater/ Soil Management

In order to systematically manage groundwater and soil, which are major resources of rural communities,
KRC conducts investigation into whether groundwater or soil is polluted and comes up with purification
measures for polluted areas. As a government-recognized institution specializing in groundwater and soil
such as a ground water investigation institution, soil pollution investigation institution, soil environmental
assessment institution, and soil risk assessment institution stipulated in relevant laws, KRC enhances en-
vironmental values through various pollution investigation and purification projects.

Groundwater/ Soil Environment

- Formulation of groundwater conserva-
tion/ management measures

- Providing groundwater information
service

- Expanding Good Agricultural Practices

(GAP)

- Expanding farmland safety survey

project

- Free technology support for local
governments and farmers

- Winning orders for projects linked to
promotion of public interest

Facilitating projects by enhancing the role of promoting public interest

[ Rural Groundwater Resource Conservation and Management ]

Rural areas account for 95% of the nation’s total groundwater usage. Once groundwater is contami-
nated, it is difficult to restore it into original conditions and it requires tremendous costs for recovery, and
thus it is extremely important to make efforts to conserve groundwater. KRC is aware of depletion of
groundwater and increased contamination. In order to come up with countermeasures, KRC conducted
resource surveys on rural groundwater. Based on the survey result, KRC established measures on system-
atic and efficient use and management of groundwater, while making multi-faceted efforts to reflect
them in policies such as organizing discussion sessions. In addition, in an effort to come up with ways to
secure water in response to climate change such as drought, it has installed groundwater monitoring net-
work in areas with depleted groundwater and potential contamination, establishing a real-time monitor-
ing system. In an effort to conserve clean rural groundwater, KRC will continue efficient management by
coming up with management measures suitable for characteristics of respective groundwater resources.

[ Creating a Farmland Environment for Production of Safe Food ]

Consumer demand for high-quality, eco-friendly agricultural products is increasingly on the rise. KRC
plays a pivotal role in enhancing reliability of Korean agricultural products by blocking the production of
contaminated agricultural products by investigating farmland in the vicinity of areas with possible con-
tamination. In addition, it conducts contamination investigation into soil and water in areas that push for
Good Agricultural Practices (GAP) certification and provides GAP certification consultations, doing its ut-
most to expand the production of eco-friendly and safe agricultural products. Meanwhile, KRC conduct
researches to secure technology competitiveness such as a research aimed to identify the causal relation-
ship between soil pollution and pollution of agricultural products. It is also enhancing its technological
capacity by obtaining qualifications as an institution to inspect food safety of agricultural products and to
assess soil risk to pioneer future green agricultural markets in a pre-emptive manner.

[ Eco-Friendly Land Preservation through Remediation of Polluted Soil |

The frequency of soil and ground water pollution in rural communities is on the rise and more than
80% of the facilities that may cause soil pollution are located in rural areas. It is imperative to systemati-
cally manage soil pollution factors (heavy metal and agricultural chemicals) to prevent the production
and distribution of polluted agricultural products in the first place. As an organization specializing in soil
environment remediation, KRC plays a leading role in establishing policy directions for the nation’s soil
environment and developing purification technology through various soil-related projects ranging from
pollution surveys to purification and remediation. It seeks the advancement of soil purification technology
via technical advisory meetings and technology development discussion sessions. It also nurtures techni-
cians by offering working-level soil environment training to unemployed young people, while providing
emergency disaster prevention support such as customer technology support and emergency oil leakage
accidents.
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Facts and Figures

Economic Performance

Condensed Financial Statement /Condensed Income Statement

Appendix

Facts and Figures

. Unit: KRW 1million
Third-Party Assurance Statement Income Statement (Uni )
x : : Revenue
15026000 Compfiance Diagnosis Report IR I | o | 22
GRI G4 Content Index Business Revenue 3,621,158 4,195,411 Business Expenses 3,598,256 4,137,516
Joining and Supporting UN Global Compact Management project 333,563 343,505 Management project 315,132 322,313
o d j Restructuri ject
Awards and Membershlps Restructuring project 380,311 365,411 estructuring proj 377,508 364,604
R d O .. S Development project 2,160,445 2,767,791 Development project 2,129,359 2,701,026
r Inion rv
el pinio — Construction project 400,855 362,763 Construction project 390,727 357,888
Auxiliary project 345,984 355,941 Auxiliary project 335,508 341,251
(Operating profit) 23352 57,895 Generalacminstitive expens: 50,022 50,434
Non-Business Revenue 22,829 27,752 Non-Business Expenses 13,855 33,708
Non-operating profit 22,829 27,752 Non-operating expense 9,391 9,159
(Net income) 32,326 51,939 Income tax, etc. 4,464 24,549

Financial Statement

(Unit: KRW 1 million)

Assets Liabilities and Stockholders’ Equity
2013 2012
Current assets 3,651,523 3,218,367 Liabilities 7,328,955 6,600,763
Cash and cash equivalents 1,212,040 1,046,563 Current liabilities 1,994,609 2,006,101
Current financial assets 165,032 280,254 Trade and other payables 900,535 955,068
Trade and other receivables 502,406 640,127 Current financial liabilities 281,645 338,148
Inventories 1,655,278 1,153,897 Other current liabilities 812,429 712,885
Other current assets 116,767 97,526 Non-current liabilities 5,334,346 4,594,662
Non-current assets 5,512,759 5,178,336 ronerterm etk endotner 151,213 172,546
Non-current financial assets 165,805 179,937 Non-current financial liabilities 5,035,098 4,209,184
Long-term trade and other 1,764,333 1,841,369 Other non-current liabilties 148,035 212,932
receivables
Tangible assets 1,307,903 1,270,073 Equity 1,835,327 1,795,940
Investment properties 10,104 10,325 Paid-in capital 1,330,029 1,315,029
Intangible assets other than 3,710 5,905 Retained earmings 468,327 443,940
goodwill
Other non-current assets 2,260,904 1,870,727 Other capital components 36,971 36,971
Total 9,164,282 8,396,703 Total 9,164,282 8,396,703
Corporate Income Tax Payment (Unit: KRW 1 million) Government Subsidy Status (Unit: KRW 1 million)
Income tax 24,549 4,464 Subsidy 86,993 139,254
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Social Performance

Employees
Executives 7 7 7
Regular 5,241 5,043 4,941
Type of employment No. of persons
Long-term contract 547 529 844
Non-regular 272 362 374
Executives 7 7 7
Special service 3 3 3
Grade 1 104 81 63
Grade 2 402 351 318
By position No. of persons
Grade 3 1,345 1,297 1,239
Grades 4~5 2,419 2,371 2,344
Grade 6 968 940 974
Others 819 891 1,218
Female 446 444 461
Social minorities Disabled No. of persons 257 272 271
Patriots & veterans 325 348 347
20s or under 111 116 123
By age group 30s 1,001 1,001 962
No. of persons
(based on regular employees) 40s 2.099 2.086 2.049
50s and over 2,037 1,847 1,814
Headquarters 149 15.2 149
Gyeonggi 12.1 119 12.7
Gangwon 3.9 38 35
Chungbuk 54 55 55
By region Chungnam 13.9 13.9 145
%
(based on regular employees) Jeonbuk ’ 14.1 14.0 14.0
Jeonnam 13.1 135 134
Gyeongbuk 10.8 10.6 104
Gyeongnam 10.7 10.7 9.8
Jeju 1.1 1.1 14
Regular 96 25 135
Recruitment
Non-regular 260 286 316
No. of persons
Retirement & Service Period No. of retirees 121 221 245
(based on regular employees) Average service years 18.4 19.0 19.0

Employee Education

Classification

Education hours per employee

Hour

2011

66

2012

69

2013

71

Education cost per employee

KRW 1,000

834

874

889

SERIEEIBAS SRR Korea Rural Community Corporation

Employee Welfare
Employee satisfaction Point - 255 2.69
Reinstatemenz :rr;clie\;v\?erl;)s/tgk;ir:i(tze ;ate after child % 96.9 100 100
Employee benefit cost per employee KRW 1,000 2,080 3,160 2,619

Workplace Health and Safety

Accident occurrence No. of cases 18 10 10
Customer Satisfaction
Number of complaints handled No. of cases 2,122 2,043 2.023
Public-Service Customer Satisfaction Index (PCSI) Point 97.8 98.1 97.7

Ethics Management

Classification

Anti-Corruption & Civil Rights Commission
Integrity Index

Point

8.54

2012

8.07

2013

Contribution to Local Communities

~
~l
©

Social contribution amount & various donations KRW 1 million 1,747 1,218 2,545
No. of donation frequencies No.

& No. of participating employees

(No. of persons)

1,390(16,246)

1,447(18,986)

1,478(19,814)

Environmental Performance

Total Environmental Protection Expenditure and Investment

Classification

Environmental protection expenditure &
investment

KRW 100 million

2011

909

2012

632

2013

484

Environmental Load Production

Direct tCOz-eq 10,287 11,288 10,664
GHG emissions

Energy indirect tCOy-eq 154,135 183,713 166,947

Electricity consumption = TOE 3,971 4,929 4,716

Waste generation General m3 1,868,083 1,722,264 1,522,545

Water usage = m3 298,545 294,384 379,544

Direct TOE 4,635 5,431 5,139

Energy usage

Indirect TOE 71,057 90,897 82,730

Compliance with Environmental Laws and Regulations

Classification

No. of violations of environmental laws and
regulations

No. of cases

2011

0

OI
OI

2012

2013
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Sustainability Report 2014
Third Party’s Assurance Statement

KMAR Assurance Statement

To the Readers of KRC Sustainability Report 2014

Foreword

Korea Management Association Registration and Assessments (KMAR) has been requested by Korea Rural Community Corporation (KRC)
to verify the contents of its Sustainability Report 2014 (the Report). KRC is responsible for the collection and presentation of information in-
cluded in the Report. Our responsibility is to carry out assurance engagement on specific data and information in the assurance scope stipu-
lated below.

Scope and standard

KRC describes its efforts and achievements of the sustainability activities in the Report. KMAR performed a Type 2, moderate level of assur-
ance using AAT000AS (2008) as an assurance standard. We evaluated the adherence to AAT000APS Principles of Inclusivity, Materiality and
Responsiveness, and the reliability of the selected GRI G4 indices as below, where professional judgement of the practitioner of KMAR’ s as-
surance team was exercised as materiality criteria.

The team checked whether the Report has been prepared in accordance with the ‘Core Option’ of GRI G4 which covers the followings.
W Reporting Principles

B General Standard Disclosures

m Specific Standard Disclosures

- Generic DMA of each of following material aspects
- Water: EN8

- Emissions: EN15, EN16

- Compliance: EN29

- Employment: LA2

- Training and Education: LA10

- Local Communities: SO1, SO2

- Anti-corruption: SO3, SO4, SO5

- Public Policy: SO6

- Product and Service Labeling: PR5

The data and information related to the boundary outside of KRC such as suppliers, contractors, etc. are not covered by our assurance en-
gagement.

Our approach
In order to verify the contents of the Report within an agreed scope of assurance in accordance with the assurance standard, KMAR’ s as-
surance team has carried out an assurance engagement as follows:

B Reviewed sustainability related data and reporting process
m Reviewed Internal materials

B nterviewed people in charge of preparing the Report

Sustainability Report 2014 : .
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Our conclusion

Based on the results we have obtained from material reviews and interviews, we had several discussions with KRC on the revision of the
Report. We reviewed the Report’ s final version in order to confirm that our recommendations for improvement and our revisions have
been reflected. WWhen reviewing the results of the assurance, the assurance team could not find any inappropriate contents in the Report
to the compliance with the principles stipulated below. Nothing has come to our attention that causes us to believe that the data and in-
formation included in the verification scope are not presented appropriately.

B Inclusivity
Inclusivity is the participation of stakeholders in developing and achieving an accountable and strategic response to sustainability.
KRC is developing and maintaining stakeholder communication channels in various forms and levels in order to make a commitment to be

responsible for the stakeholders. The assurance team could not find any critical stakeholder group left out during this procedure.

B Materiality

Materiality is determining the relevance and significance of an issue to an organization and its stakeholders. A material issue is an issue that
will influence the decisions, actions, and performance of an organization or its stakeholders.

KRC is determining the materiality of issues found out through stakeholder communication channels through its own materiality evaluation

process, and the assurance team could not find any critical issues left out in this process.

B Responsiveness

Responsiveness is an organization’ s response to stakeholder issues that affect its sustainability performance and is realized through deci-
sions, actions, and performance, as well as communication with stakeholders.

The assurance team could not find any evidence that KRC' s counter measures to critical stakeholder issues were inappropriately recorded in
the Report.

We could not find any evidence the Report was not prepared in accordance with the ‘Core Option’ of GRI G4.
Ourindependence

With the exception of providing third party assurance services, KMAR is not involved in any other KRC business operations that are aimed
at making profit in order to avoid any conflicts of interest and to maintain independence.

22 Oct. 2014
i AA1000 o
\ﬁnAR Licensed Assurance Provider ~ Korea Management Association Registrations & Assessments Inc.
000-129

CEO / Ki Ho Park

K H Bubk
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ISO 26000 Compliance Diagnosis Report

Diagnostic Standards

A social responsibility compliance diagnosis checklist was developed
in accordance with 1SO 26000, the international standard on social
responsibility, by the Korean Standards Association (KSA) as part of
the service commissioned by the Korean Agency for Technology and
Standards under the Ministry of Knowledge Economy. This report out-
lines the outcomes of the diagnosis performed of the social responsi-
bility management processes of Korea Rural Community Corporation
along with its achievements in each of the seven core subject areas in
conformity with the checklist standards prepared by KSA.

Scope of Diagnosis

The scope of the diagnosis performed by KSA included KRC’s process-
es and achievements in fulfilling its social responsibility. To this end,
KRC’s mid-to-long term strategies and processes, stakeholder engage-
ment and social responsibility initiatives were evaluated.

Diagnostic Method

KSA undertook the following steps to compile relevant evidenced data in

accordance with ISO 26000 compliance diagnostic standards:

- Review of KRC's mid-to-long term strategies and management perfor-
mance report

- Identification of sustainability issues that may have impacts on KRC’s
stakeholders

- Interviews with KRC employees in charge of each issue of social respon-
sibility management

1. Diagnostic Outcomes of the 1ISO 26000 Social Responsibility Process
KRC’s foundation purpose of “contributing to economic and social de-
velopment of rural communities” is closely related to contributing to
social sustainability, which is the ultimate goal of sustainability man-
agement. It is noteworthy that perceptions on social responsibility and
sustainability at KRC are systematically established and that social re-
sponsibility is reflected in its company-wide vision and strategies and
sustainability management is implemented by respective departments
and business areas. Meanwhile, KRC is required to expand and apply
areas of social responsibility into overall basic businesses of the orga-
nization in connection with sustainability and to reinforce company-
wide integrated management for and response to stakeholders led by
a company-wide CSR dedicated organization.

I. Diagnostic Outcomes of the Seven Core Subjects of ISO 26000
Organizational Governance_ KRC identifies in advance the impact of its
major decision-making/activities on its stakeholders through the Board
of Director and various committee meetings and, based on the results,
it develops and manages its strategies, goals, and detailed objectives
reflecting the organization’s commitment to social responsibility. It is
recommended that KRC establish a social responsibility committee as a
dedicated decision-making body to internal social responsibility

m Appendix

Recognition of Social Responsibility
480

Stakeholder
Identification and
Engagement

Improvement

Analysis of
Core Subjects
and Issues

Verification 500 467

Definition of Priorities
and Implementation
Strategies

Communication

400

Implementation
®20144

Recognition of Social | Review the current status of the reporting organization based on
Responsibility the commitment of top management

Stakeholder Identifica-| Review the interest and requirements of stakeholders and de-
tion and Engagement | velop engagement strategies

Analysis of Core Create a list of issues through the review of issues and the analysis
Subjectsand Issues | of internal organizational capacity

Definition of Priorities | Prioritize issues that require improvement and management and
and Implementation | develop implementation plans in consideration of organizational
Strategies capacity

Undertake strategies, targets and implementation plans, while
Implementation adhering to the corporate vision to monitor performance in the
regular fulfillment of social responsibility

Communication Prepare performance reports to communicate with stakeholders
A ante Verify activities and reporting in order to improve the reliability of
performance data
Improvement Review performance regularly to make sustained improvements

management on a company-wide level to enhance a process to practi-
cally evaluate economic, social and environmental performances on its
company-wide management activities by discussing social responsibility
management policies and goals in the supreme decision-making body
within the organization.

Human Rights_ It is assessed that KRC has outstanding basic rights in-
cluding labor and complaint handling programs. It is noteworthy that
KRC carries out activities for respecting human rights and preventing
discrimination such as organizing events for female employees designed
to raise awareness of human rights of women and expands the partici-
pation of employees from partner companies in various education and
workshop events hosted by KRC. It is recommended that KRC come
up with standards for human rights due diligence and regularly con-
ducts human rights status and diligence within the organization and
value chain.

Labor Practices_ KRC refrains from hiring temporary works by establish-
ing annual manpower supply and demand plan and complies with do-
mestic and international labor-related laws, collective agreements and

provisions stipulated in employment regulations. Overall, KRC's response
to issues related to labor practices shows decent performance results. In
particular, KRC'’s effort to improve psychological health of its employees
by introducing the Employee Assistance Program is noteworthy. It is ad-
vised that KRC enhances analysis and inspection of causes of accidents
involving facilities and structures it possesses in rural areas based on the
current safety system to proactively prevent occupational disasters or
safety accidents from occurring.

Environment_ KRC has shown decent performance results in terms of
responding to increased natural disasters such as drought and flood-
ing due to dimate change by establishing a dedication organization
and crisis response system and steadily expanding facility investment
for the protection of ecosystems and environmental improvement in
rural areas. This is an issue with high stakeholder interest among KRC’s
major projects and activities. As the issue has considerable impact on
stakeholders, it is recommended that KRC reinforces countermeasures
on natural disasters on a continual basis to improve the environment in
rural communities.

Fair Operating Practices _ KRC operates anti-corruption-related policies
and systems led by Business Management Office and Audit and Inspec-
tion Office and makes efforts to internalize a culture of integrity and
ethics through various channels. It is advised that KRC invigorates the
operation of the public interest whistleblowing system to enhance its
effectiveness. It is also necessary for KRC to identify business areas and
fields vulnerable to corruption and to carry out intensive management.
In addition, it is advised that KRC actively supports partner companies
to carry out CSR activities by expanding workshops and education for
shared growth and enhance programs to promote shared growth small
and medium-sized companies in rural areas.

Consumer Issues_ KRC holds on-site briefing sessions for farmers and
fishermen who are one of its major customers, while offering education
to achieve sustainable consumption by helping farmers and fishermen
independently manage facilities through commissioned education pro-
grams. It is advised that KRC makes effort to publicize its projects and
activities more actively not only among farmers and fishermen and resi-
dents of rural communities, who are direct customers, but also among
the general public and to promote stakeholder engagement.

Community Involvement and Development _ It is noteworthy that KRC
strives to improve the operation scale and content of its social contribu-
tion programs by integrating and intensively managing the programs,
which had been randomly carried out, through the launch of Happi-
ness Recharge Department. KRC is advised to develop local community
involvement and development programs which satisfy priorities and
needs of local communities, as well as in consideration of its characteris-
tics and strengths, and to enhance programs aimed to promote the de-
velopment of local communities at overseas operation sites to become
a global public enterprise.

Organizational Governance

Community
Involvement &
Development

Human Rights

Consumer 4_585:\ Labor Practices

Issues

Fair Operating The Environment
Practices
@20144
Organizational Activities to respect the principle of social responsibility and its
Governance integration into existing systems policies and practices
: Activities to respect, protect, observe and realize human rights within

Human Rights an organization and the sphere of its influence
TRDOrPractioey Policies and practices that affect employees and their working

conditions within an organization and its suppliers

Activities to consider the meaning of decisions made and the
The Environment actions taken by an organization in order to reduce the envi-
ronmental impact of an organization

Activities that foster ethical behaviors in making transactions
Fair Operating Practices | between an organization and its counterparts (including part-
ners and suppliers)

Activities to protect the rights of consumers covering: con-
Consumer Issues sumer training, fair and transparent marketing information &
contracts and the promotion of sustainable consumption

Community Involvement | Activities to recognize and respect the rights of local communities
& Development and to maximize their resources and opportunities

lll. Conclusion

According to the diagnostic results of KRC's compliance level of ISO
26000, KRC scored 328 points out of 360 in Process and 590 points out
of 640 in Performance, totaling 918 points which places KRC in the SR
|V Stage. KRC’s prestige and social value depends on delivering tangible
results satisfying the expectations and demands of its stakeholders. It is
hoped that KRC will earn greater trust and care from the stakeholders
as a global public enterprise creating happy rural communities through
successful implementation of sustainability management.

October 2014

Baek Soo Hyun

Chairman and CEO of the
Korea Standards Association

/35{@/(/ g.w /}//L{r»

Responsibility

KSA CHECKED

The Korean Standards Association (KSA), established as a special corporation in accordance with the Law for Industrial Standardization in 1962, is serving as a
knowledge service provider that distributes and disseminates such services as industrial standardization, quality management, sustainability management, KS
certification and ISO certification. KSA is committed to the sustainable development of the Korean society as an ISO 26000 national secretary, a recognized GRI
training body, AA1000 assurance provider, KSI(Korea Sustainability Index) operator, UN CDM DOE (development operational entity), and assurance provider of

the Korean government’s greenhouse gas energy target management system.
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Korea Rural Community Corporation

Sustainability Report 2014

GRI G4 Content Index

GENERAL STANDARD DISCLOUSURES

Sustainability Report 2014

Korea Rural Community Corporation

General Standard Disclosure Page AE:B?,;Z? a
Strategy and Analysis
G4-1 Provide a statement from the most sen_ior _dedsion-maker of_ the_ organizat'\on (such as CEO, chaip or equiva\ent senior position) about the 2~3 78~79
relevance of sustainability to the organization and the organization’s strategy for addressing sustainability.
G4-2 Provide a description of key impacts, risks, and opportunities. 2~3,20~21 78~79
Organizational Profile
G4-3 Report the name of the organization 6 78~79
G4-4 Report the primary brands, products, and services. 8~11 78~79
G4-5 Report the location of the organization’s headquarters. 6 78~79
G4-6 Report the number of countries where the organization operates, and names of countries where either the organization has significant 40~41 78~79
operations or that are specifically relevant to the sustainability topics covered in the report.
G4-7 Report the nature of ownership and legal form. 6 78~79
G4-8 Report the markets served (including geographic breakdown, sectors served, and types of customers and beneficiaries). 10~11 78~79
Report the scale of the organization, including:
- Total number of employees
649 - Total number ofoperat\ons o , o 6,10~11 78~79
- Net sales (for private sector organizations) or net revenues (for public sector organizations)
- Total capitalization broken down in terms of debt and equity (for private sector organizations)
- Quantity of products or services provided
a. Report the total number of employees by and gender.
b. Report the total number of permanent employees by employment type and gender.
. Report the total workforce by employees and supervised workers and by gender.
G4-10 d. Report the total workforce by region and gender. 54,69, 36 78~79
e. Report whether a substantial portion of the organization’s work is performed by workers who are legally recognized as self-employed, or by
individuals other than employees or supervised workers, including employees and supervised employees of contractors.
. Report any significant variations in employment numbers (such as seasonal variations in employment in the tourism or agricultural industries).
G4-11 Report the percentage of total employees covered by collective bargaining agreements. 59 78~79
G4-12 Describe the organization’s supply chain. 60~62, 69 78~79
Report any significant changes during the reporting period regarding the organization’s size, structure, ownership, or its supply chain, including: 5
- Changes in the location of, or changes in, operations, including facility openings, closings, and expansions
St - Changes in the share capital structure and other capital formation, maintenance, and alteration operations (for private sector organizations) (KRC headquarters 7879
. A S o ) ) o has been relocated )
- Changes in the location of suppliers, the structure of the supply chain, or in relationships with suppliers, including selection and termination
Organizational Profile: Commitments to External Initiative
G4-14 Report whether and how the precautionary approach or principle is addressed by the organization. 84 78~79
G4-15 List ext_ernally developed economic, environmental and social charters, principles, or other initiatives to which the organization subscribes or 84 78~79
which it endorses.
G4-16 List memberships of associations (such as industry associations) and national or international advocacy organizations in which the organization 84 78~79
Identified Material Aspects and Boundaries
Ga-17 *List all entities included in the organization’s consolidated financial statements or equivalent documents. 12 78~79
*Report whether any entity included in the organization’s consolidated financial statements or equivalent documents is not covered by the report. (No subsidiaries)
Ga-18 a. Exp\ai}n the process for»deﬁning th§ report content and the‘Aspeq Bpundaries B 28~29 78~79
b. Explain how the organization has implemented the Reporting Principles for Defining Report Content.
G4-19 List all the material Aspects identified in the process for defining report content. 29 78~79
For each material Aspect, report the Aspect Boundary within the organization, as follows:
* Report whether the Aspect is material within the organization
+ If the Aspect is not material for all entities within the organization (as described in G4-17), select one of the following two approaches and
G4-20 report either: 29 78~79
- The list of entities or groups of entities included in G4-17 for which the Aspect is not material or
- The list of entities or groups of entities included in G4-17 for which the Aspects is material
* Report any specific limitation regarding the Aspect Boundary within the organization
For each material Aspect, report the Aspect Boundary outside the organization, as follows:
- Report whether the Aspect is material outside of the organization
G4-21 - If the Aspect is material outside of the organization, identify the entities, groups of entities or elements for which the Aspect is material. In 29 78~79
addition, describe the geographical location where the Aspect is material for the entities identified
- Report any specific limitation regarding the Aspect Boundary outside the organization
G4-22 Report the effect of any restatements of information provided in previous reports, and the reasons for such restatements. About this Report 78~79
G4-23 Report significant changes from previous reporting periods in the Scope and Aspect Boundaries. No major changes 78~79
Stakeholder Engagement
G4-24 Provide a list of stakeholder groups engaged by the organization. 22~23 78~79
G4-25 Report the basis for identification and selection of stakeholders with whom to engage. 22~23 78~79
G4-26 Report th_e organization’s approach to stakeholder engagement, includ!r}g frequency of engagement by type and by stakeholder group, and 22~23 78~79
an indication of whether any of the engagement was undertaken specifically as part of the report preparation process.
G427 Report key topics and concerns that have been raised through stakeholder engagement, and how the organization has responded to those 22~27 78~79

key topics and concerns, including through its reporting. Report the stakeholder groups that raised each of the key topics and concerns.

Appendix

Report Profile
G4-28 Reporting period (such as fiscal or calendar year) for information provided. About this Report 78~79
G4-29 Date of most recent previous report (if any). About this Report 78~79
G4-30 Reporting cycle (such as annual, biennial). About this Report 78~79
G4-31 Provide the contact point for questions regarding the report or its contents. About this Report 78~79
Report Profile: GRI Content Index
a. Report the ‘in accordance’ option the organization has chosen.
G4-32 b. Report the GRI Content Index for the chosen option (see tables below). About this Report 78~79
. Report the reference to the External Assurance Report, if the report has been externally assured. GRI recommends the use of external
assurance but it is not a requirement to be ‘in accordance’ with the Guidelines.
Report Profile: Assurance
a. Report the organization’s policy and current practice with regard to seeking external assurance for the report.
Ga-33 b. If not included I‘n the»assurance report accqmpanying the sustainability report, report the scope and basis of any external assurance provided. About this Report 78~79
. Report the relationship between the organization and the assurance providers.
d. Report whether the highest governance body or senior executives are involved in seeking assurance for the organization’s sustainability report.
Governance
G4-34 Report the governance structure of the organization, including committees of the highest governance body. Identify any committees 18~19 78~79
responsible for decision-making on economic, environmental and social impacts.
Ethics and Integrity
G4-56 Describe the organization’s values, principles, standards and norms of behavior such as codes of conduct and codes of ethics. 44~45 78~79
. Report the internal and external mechanisms for seeking advice on ethical and lawful behavior, and matters related to organizational integrity, N -
G4-57 such as helplines or advice lines. 44~45 78~79
G4-58 Report the internal and external mechanisms for reporting concerns about unethical or unlawful behavior, and matters related to 45 78~79
organizational integrity, such as escalation through line management, whistleblowing mechanisms or hotlines.
SPECIFIC STANDARD DISCL
. . External
Material Aspect DMA and Indicators Page Assurance
Category: Environmental
Generic DMA 68 78~79
Water G4-EN8 TOTAL WATER WITHDRAWAL BY SOURCE 69 78~79
Generic DMA 68 78~79
Emisi G4-EN15 DIRECT GREENHOUSE GAS (GHG) EMISSIONS (SCOPE 1) 70 78~79
missions
G4-EN16 ENERGY INDIRECT GREENHOUSE GAS (GHG) EMISSIONS (SCOPE 2) 70 78~79
Generic DMA 68 78~79
i, GA-EN29 MONETARY VALUE OF SIGNIFICANT FINES AND TOTAL NUMBER OF NON-MONETARY SANCTIONS FOR No violations 78~79
P NON-COMPLIANCE WITH ENVIRONMENTAL LAWS AND REGULATIONS
Category: Social
Sub-Category: Labor Practice and Decent Work
Generic DMA 54 78~79
T Ga-LA2 BENEFITS PROVIDED TO FULL-TIME EMPLOYEES THAT ARE NOT PROVIDED TO TEMPORARY OR PART- 58 78~79
pioy TIME EMPLOYEES, BY SIGNIFICANT LOCATIONS OF OPERATION
Generic DMA 54 78~79
Training and G4-LAT0 PROGRAMS FOR SKILLS MANAGEMENT AND LIFELONG LEARNING THAT SUPPORT THE CONTINUED 57~58 78~79
Education EMPLOYABILITY OF EMPLOYEES AND ASSIST THEM IN MANAGING CAREER ENDINGS
Sub-Category: Society
Generic DMA 63 78~79
G4-501 PERCENTAGE OF OPERATIONS WITH IMPLEMENTED LOCAL COMMUNITY ENGAGEMENT, IMPACT 35 61-62 78~79
Local ASSESSMENTS, AND DEVELOPMENT PROGRAMS ’
Communities | G402 OPERATIONS WITH SIGNIFICANT ACTUAL AND POTENTIAL NEGATIVE IMPACTS ON LOCAL COMMUNITIES (ﬁ)‘;gﬁgﬂiﬂg 78~79
Generic DMA 63 78~79
64503 TOTAL NUMBER AND PERCENTAGE OF OPERATIONS ASSESSED FOR RISKS RELATED TO CORRUPTION 45 78~79
‘ ; AND THE SIGNIFICANT RISKS IDENTIFIED
ANtCOMUPHON |~ 46654 ™~ COMMUNICATION AND TRAINING ON ANT-CORRUPTION POLICIES AND PROCEDURES 44~45 78~79
G4-S05 CONFIRMED INCIDENTS OF CORRUPTION AND ACTIONS TAKEN 45 78~79
Generic DMA Not applicable 78~79
Public Policy G4-S06 TOTAL VALUE OF POLITICAL CONTRIBUTIONS BY COUNTRY AND RECIPIENT/BENEFICIARY Not applicable 78~79
Sub-Category: Product Responsibility
Generic DMA 48 78~79
Product and | B
Service Labeling G4-PR5 RESULTS OF SURVEYS MEASURING CUSTOMER SATISFACTION 48 78~79
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: . Sustainability Report 2014 Sustainability Report 2014 : .
Korea Rural Community Corporation CREIMELEIL e SRETELING WS pel Korea Rural Community Corporation

. . Thank you for taking interest in Korea Rural Community Corporation and taking the time to read its Sus-
Global Compact Principles e a er tainability Report 2014
INaDIir epo .
Human Rights 1. Businesses should support and respect the protection of internationally KRC would like to hear valuable comments from stakeholders to communicate through high-quality
proclaimed human rights; and F d b k reports
2. Make sure that they are not complicit in human rights abuses. ee a c
Labor 3. Businesses should uphold the freedom of association and the
effective recognition of the right to collective bargaining; u rvey
4. the elimination of all forms of forced and compulsory labor;
5. the effective abolition of child labor; and
6. the elimination of discrimination in respect of employment and 7 N
occupation, 7/ Paste Here AN
N
Environment 7. Businesses should support a precautionary approach to L7 N
environmental challenges; g )
. L . I !
KRC observes 10 basic principles in the 4 8. undertake initiatives to promote greater environmental w Sender !
fields of human rights, labor, environment, responsibility: and : !
and anticorruption by signing the UN Global 9. encourage the deyelopment and diffusion of environmentally : Name :
L . . friendly technologies : |
Compact, which is an international agreement ‘ Tel. No. |
prepared by the UN on the issue of corporate Anti-corruption  10. Businesses should work against corruption in all its forms, ; E-mal 1
i ibiliti including extortion and bribery. I
social responsibilities. : Address ‘
1 |
Awards Memberships | :
|
|
. Year of L o
- | = — [ |
Name of Award Grade Awart_ilng. Orga . . Joining . . . - D D D D D D &
nization Association Reasons for Joining Membership| g I
Mem- ‘ % >
_— Ministry of bership P o
New technology commercialization merit Presidential Knowledge and Exchangi hnologi d collecti ! ‘
award . . . xchanging technologies and collecting | .. |
Economy ke Soaety::eﬁr;gncukural R 1957 information on agriculture and civil I ReCIDIent I
. . L i i | |
WWomen empowerment merit Presidential | Ministry of Gender engineenng | Korea Rural Community Corporation, Planning & !
award Equality and Family » Col_\ec‘[ing i_nformati_on and materials : Coordination Division, Strategy & Planning Office :
Designated as excellent science and b Vit for Food Korea FAO Association 1959 on m‘gernatuonal agriculture, livestock, ‘ Geurin-ro 20, Naju-si, Jeollanam-do, Republic of Korea I
technology organizations by the Ministry . ) lry ' fisheries I [
for Food. Aariculture. Forestry and Minister's Agriculture, Forestry — - - - ‘ |
orrood, Agriculture, v Award and Fisheries Korea Management Association 1980 | Collecting latest management information ‘ |
Fisheries Korea and data | E] @ - E] @ I
L | |
o ) ) Minister's Ministry of Korea National Committee on Irriga- 1980 Exchanging technological information on I I
Digital management innovation award award Knowledge and tion and Drainage (KCID) imigation/drainage and flood adjustment ! !
2011 Economy N /;
. Collecting information on customer N s
Excellent organization for recruiting Minister's Ministry of Korea Productivity Center 1995 satisfaction and services N o e ] -
women science and technology award Education, Science - - -
manpower and Technology e ety o 1999 Regular education for fire-prevention and
— - — — dangerous articles managers
Excellent organization for gender equality |  Minister’s Ministry of Gender — - -
in employment award Equality and Family Korea Foundation for Quality 2000 Exchanging information on quality
— environmental system
o ] winstyforfood, — Global State-run
First public organization for green project | Certification | Agriculture, Forestry Korea Disaster Prevention Assodation | 2000 Collecting information and research .
and Fisheries materials on fire prevention E nte rp rl se
ifi izati Ministry of Korean Geotechnology Association 2003 Cooperation on applied geology and i i
Certified as excellent organization for Certification Ernployment and logy environment sectors B U l I d l n g H G p py R U rG I
labor management culture Labor o o
Korean Society of Earth and Explora- 2003 Cooperation on new project areas such as CO m m U n ltl eS
- . . Anti-Corruption tion Geophysicists pollutant estimation and exploration
Excellent organization for anti-corruption . R
- Certification & Civil Rights . r - ; -
policies i Korean Society of Soil and Ground- Cooperation on environment restoration
Commission . 2003 ;
water Environment project areas
Korea environment energy award Minister's Ministry of Collecting information on qualit
2012 o award Environment Korean Standards Association 2004 . v
management and quality control circle
l\/'lji:in;[eef Ministry for Food, Establishing status for soil pollution
Korea rural community award < collective Agriculture, Forestry Soil Pollution Research Association 2006 research organizations and promoting
and Fisheries cooperation
award
. . Minister's Ministry of Trade, World Water Council 2009 Suppompg t,he Worlq Water Forum and
Renewable portfolio standard merit exchanging information
award Industry and Energy
Excellent organization for Public- Ministry of Overseas Agricultural Development 2012 ZO:SSI tiz‘ij‘z\?erj];nr;z:twf‘gi; and
Service Customer Satisfaction Index (7 | Certification Knowledge and Association oricuuy prent prof
- efficient implementation
consecutive years) Economy
2013 e
L inistry o
Excellent organization for human Certification Employment and
resources
Labor
Excellent organization for family-friendly Certification Mm\sw of Gendgr
management Equality and Family
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1. Which of the following groups do you belong to?
[] Farmers & fishermen, farmers and fishermen’s organizations [ ] Employees [] Labor unions
[] Government, National Assembly, local governments [] Academia, research institutions, NGOs

[] Citizens and media [] Partner companies [ ] Others ( )

2. Was this report helpful to help you understand KRC's sustainability management practices?
[ Very helpful [] Helpful [] Average [] Not helpful [] Not helpful at all

3. Which of the following were you most interested in this report? (Multiple choices allowed)
0 CEO Message

3 I. KRCs Sustainability Management

[] Vision and Strategy [ ] Corporate Governance [ | Risk and Opportunity Management
[] Stakeholder Engagement [ ] Material Sustainability Issues

£ 1. KRCss Strategic Direction/ Building Happiness

[[] Creating Happy Rural and Fishing Villages

[] Leading Global Rural and Fishing Village Development Projects

[ Realizing Advanced Management System

0 KRC's Shared Values/ Furthering Happiness

[J +1 Customers  [J +2 Employees  [] +3 Partner Companies [] +4 Local Communities

[] +5 Future Generations

4. How do you evaluate KRC’s sustainability management activities?
[] Very good [] Good ['] Average [] Needs more effort [] Needs much effort

5. Please feel free to present your opinions on KRC’s sustainability management activities or what needs to be
improved for future reports

* Please send the survey questionnaire by mail or by fax.






