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FUNDAMENTAL

FUNDAMENTAL

CONFIDENCE

EXPERIENCE

RELATIONS

RESPONSIBILITY

EXPANSION

Korea Trade Insurance Corporation (hereinafter
referred to as “K-sure”) was established in July 1992
pursuant to the Trade Insurance Act. K-sure is an
institute providing insurance for trade investment
established under the Ministry of Trade, Industry &
Energy (MOTIE). The objective of K-sure is to reinforce
the national competitiveness of Korea by promoting
trade and overseas investment as well as being
responsible for the following roles:

« Operation of various trade insurance to guarantee
risks arising from the export and import of goods
and capital goods, overseas construction works and
investment, foreign exchange risk management,
export of cultural contents and services and other
international transactions

Provision of credit information services including
credit research management and uncollected export
account receivables recovery service for Korean
enterprises

Realization of “a public corporation that Korean
citizens trust” with the emphasis on the management
of customer satisfaction through ethical management
and innovative management such as integrity,
transparency, sharing, and communications

« Underwriting of trade insurance within the limit of
the agreement signed determined by the National
Assembly annually based on the government's
contribution amount with regards to the ‘Trade
Insurance Fund’ and sound operation of the fund
under the responsibility of the Corporation

» Expansion in the role of trade insurance that leads
the stable trade and overseas investment, reinforces
national competitiveness and develops the national
economy through trade promotion

K-sure endeavors to develop various trade insurance
products and high value-added services in order to
contribute to Korea’s exports and furthermore, to
the vitalization of global trade by actively adapting to
the changes in the international trade environment.
As of the end of 2016, K-sure’s 585 employees are
working hard at the head office in Seoul, 16 domestic
branches and 2 local offices across Korea as well as
14 overseas representative offices and 3 overseas
representatives in Korea’s export hub cities worldwide.



BRIEF

HISTORY

July

Korea Export
Insurance Corporation
(KEIC) established

as the management
institution of export

December
KEIC participates in

July

Knowledge Service
Export Credit
Insurance introduced
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Foreign Exchange
Risk Insurance
introduced

credit insurance the OECD Export September
January Credit Group (ECG) Resource
December Korea Exim Bank November and Group of development system
The Export Insurance engaged in export Export Credit Participants (GOP) under Overseas
Act enacted and credit insurance Guarantee meetings for the first Investment Insurance
proclaimed agency services implemented time introduced
1968 1977 1992 1996 2005
O O O O O
1969 1979 1994 2000 2006
February January November February November
Korean Reinsurance The management Short Term Export Export credit Overseas Resources
Company engaged in institution of export Insurance, Agro- insurance underwriting Development Fund
export credit insurance credit insurance Fisheries Export performance Insurance introduced
agency services changed (The Ministry Insurance and exceeded
of Finance — The Market Development KRW 10 trillion December
Ministry of Commerce Insurance Overseas Business
and Industry) implemented February Financing Insurance

introduced



Introduction of
K-sure

December
Cultural Contents
Export Insurance
introduced

December
Overseas Marketing

April

Export Financing
Facility (EFF)
introduced

May
Opening of Customer

January

The Anti-Corruption

& Civil Rights
Commission
evaluated K-sure

as one of the most
transparent institutions
in Korea

December

Export credit
insurance underwriting
performance
exceeded

September

Ship Finance
Department renamed
the Marine Finance
Department and
relocated to the
Marine Finance Center
in Busan

December
Bond insurance
for Capital Markets

January

Became the first
export credit agency
to offer advance
financing for exports

April
Adoption of Export

Agro-Fisheries Export
Package Insurance
introduced

September

Export credit
insurance underwriting
performance
exceeded

KRW 100 trillion

December
Comprehensive
Overseas Resource
Development
Insurance introduced

and NEW VISION 2020
proclaimed

March
SME Plus+ Group
Insurance introduced

Insurance introduced Service Center KRW 202 trillion launched Safety Net Insurance
2007 2009 2012 2014 2016
O QO O o O
2008 2010 2013 2015
April July January May
SME Plus+ Insurance KEIC newly Awarded the Global Support Center for
introduced established as Korea Multilateral of the Year Foreign Exchange
Trade Insurance 2012 from Project Risk Management
July Corporation (K-sure), Finance International established
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Introduction of
K-sure

SUPPORTING KOREAN EXPORTS
TO OVERCOME A CHALLENGING WORLD ECONOMY

Dear customers,

It was a challenging year for the Korean economy in 2016.
Falling oil prices, a slowing Chinese economy and the aftermath
of the Brexit referendum collectively hurt Korea’s trade flow, with
a series of unfavorable global events leading to negative growth
for Korean exports. However, harmonious efforts between the
government and businesses set our exports back on track for
a successful rebound, and we played a key role through several
supportive measures to pull Korean companies back from the
brink of an “export cliff”.

First of all, we reinforced our SME support through the Export
Safety Net Insurance Program and Special Underwriting
Program, resulting in a record-high amount of KRW 44.3 trillion
being extended to more than 17,000 beneficiaries.

Secondly, our next focus over the past year was on securing
new growth engines that would help safely navigate Korean
exporters in the world market.

Geographically, we strengthened our support in emerging
markets as an alternative to sagging demand in advanced
markets. By concluding an interbank agreement with the
Commercial Bank of Ethiopia and opening local branch offices
in Dubai and Mexico City, our trade insurance volume in African
and Middle East markets rose by 19.6 percent and 15.9 percent
year on year, respectively, to reach KRW 17 trillion and KRW
6.8 trillion. We also expanded our global network through new
partnerships with international export credit agencies such as
Kazakhstan's KazExportGarant and Mexico’s Bancomext so as
1o better serve Korean companies in the region.

Furthermore, our special trade insurance service for “Korean
Wave” exports and introduction of a new Service Industry Team
consolidated our foundation for boosting next-generation growth

engines.

Thirdly, our overseas project financing programs helped Korean
companies enhance their competencies for winning contract
bids. In step with the market trend of providing funding solutions
when bidding, we established advanced financing programs for
Korean exporters. In addition, the launch of our Supply Chain
Guarantee (SCG) program increased the number and amount of

guaranteed benefits to small-scale equipment exporters.

Lastly, we brought about fundamental business innovation to
heighten our competitiveness. While promoting sound and
fair competition practices across the board and among all
employees, we strengthened our business ethics by establishing

“K-sure Principles of Business Integrity”.

In 2017, we will continue to support Korean exporters in their
efforts to weather the economic storm in today’s challenging
world trade market.

Thank you.

Moon Jae-do

Chairman and President
Korea Trade Insurance Corporation

—Jnedo [Loon

K-sure Annual Report 2016 07



MEMBERS OF
THE BOARD

K-sure management is dedicated to support trade.
Each member of the management at K-sure gives the best to extend
solid support to Korean companies striving for success.

Lee Dae-yong Kang Byung-tae Lim Yang-hyun
Auditor Deputy President Executive Director

Yoo Je-nam Hyung Nam-doo Lee Mi-young
Executive Director Executive Director Executive Director

08 K-sure Annual Report 2016



Introduction of
K-sure

Moon Jae-do
Chairman & President

N
Sk 8
Kim Sook Oh Kwang-hee Park Young-ok
Non-Executive Director Non-Executive Director Non-Executive Director

—

Lee Kyu-min
Non-Executive Director

K-sure Annual Report 2016 09



WHO
WE ARE

OUR WORK

We, the Korea Trade Insurance Corporation, are an official export credit
agency under the Ministry of Trade, Industry and Energy of Korea. It
is our mission to support Korean trade and exports, while promoting
Korean companies’ overseas investments, with the aim of enhancing the
national competitiveness of Korea. The areas of our business include:

Trade insurance

We provide coverage against risks from international trade such as exports and imports of products,
capital goods, cultural products and services, contracts on overseas projects and foreign currency
exchange.

Credit information and Debt recovery service

For the convenience of our customers, we conduct research and management on buyers' credit
information. We also perform debt collection and recovery service for export cases failing to collect
payments from overseas buyers.

10 K-sure Annual Report 2016



Introduction of

K-sure
OUR
MISSION &
VISION
MISSION
Strengthen the national competitiveness and develop the economy
by promoting trade and overseas investment
VISION >> Hope for Trade and Foreign Investment, Smart K-sure
i Partnerships Responsibilit Professionalism
Values . . /
Management Substantial Field Talent
Philosophy Management Management Management
OBJECTIVES >> Secure a competitive edge as a trade and investment finance promoting agency
KRW KRW KRW KRW
215 51 58 1.8 No.1
trillion trillion trillion trillion
| | | | |
Business Global SME Export Customer
Volume Financing Support Funds Satisfaction
STRATEGIC >> - Carry out Korean trade investment policies
DIRECTION - Provide globally competitive trade investment finance

- Expand the business horizon of Korean SMEs

- Enhance professional competence and build a solid organizational structure
- Increase customer satisfaction and brand value

K-sure Annual Report 2016 11



WHAT WE DID
IN 2016

156.6
P

Contributed to Korea trade
surplus and the world’s 8th
largest exporter

/

By supporting KRW 156.6 trillion of
export credit in 2016 to promote export
and overseas investment, we assisted
Korea in achieving KRW 89.4 billion of
trade surplus and the 8th largest export
volume in the global economy.

-

Securing an entry
into Iran for Korean
companies

/

We signed EUR 5 billion of co-financing
MOU with the Iranian government. In
May 2016, securing a meaningful foot-
step for Korean exporters to advance
into the highly promising Iranian market.

267.5

o

0

Enhancing our risk manage-
ment system

/

In 2016, we improved our integrated
risk management system and the pro-
cess of corporate credit assessment
process by adopting a Financial Outlier
Detecting System and a special moni-
toring system of large exposure trans-
actions.

12 K-sure Annual Report 2016

Strengthening our claim
and recovery capacity

/

By enforcing information-sharing net-
works between overseas representative
offices and debt collection agencies, we
achieved a 10-year record high recov-
ery performance of KRW 267.5 billion in
2016.

Reshuffling our corporate
structure with a forward vision

/

To provide close assistance to local
SME exporters facing unfavorable trade
conditions, we opened two new local
offices in Cheonan and Sihwa as well as
overseas representative offices in Mex-
ico and Dubai for tight management of
risks from overseas trade.
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- 28 MOU with the Ministry of Finance
and Economic Affairs of Iran on
comprehensive financial cooperation

- 04 MOU with Banco Santander of
Mexico on financial cooperation for
overseas projects

-05 MOU with Banco Nacionel de
Comercio Exterior, S.N.C. on trade
insurance partnership

- 14 Debt recovery service contract with
BMS Law Firm of Russia

- 20 MOU with Ministerio de Finanzas del
Ecuador on business alliance

- 02 MOU with Banca de Export Import
a Romania-EXIMBANK S.A. on a
business alliance

- 25 A Framework Reinsurance Agree-
ment with the Islamic Corporation
for the Insurance of Investment and
Export Credit (ICIEC)

- 25 MOU with the Development Bank of
Kazakhstan

- 19 Hope T Campaign, a joint social vol-
unteering program among Korean
public institutions

2016 HIGHLIGHTS

———Q FEBRUARY

MARCH

— 0O APRL

— QO OCTOBER

O - 23 MOU with the Bank of China

MAY O——— .02 MOU with the Export Guarantee

Fund of Iran on business alliance

- 27 MOU with the Commercial Bank of
Ethiopia on interbank finance

JUY O .05 Hosted The 8th RCG CEO Meeting

for promotion of export credit coop-
eration in the Asia-Pacific region

- 26 Four-party MOU on exploration and
development of overseas natural
gas infrastructure projects

NOVEMBER O———— - 10 MOU with KazExportGarant JSC of

— O DECEMBER

Kazakhstan

K-sure Annual Report 2016 13



STRATEGY
FOR 2017

In our business strategy for this year, trade insurance support volume has been earmarked
KRW 165 trillion under the prime value of ‘NEXT STEP to the New Challenges’.

At the same time, we also have plans to reorganize our business portfolio by considering risk
of each insurance scheme, to foster sound business fundamental.

Operational Innovation for the Short Term Export Insurance

Innovating Short Term Increasing support to
Insurance underwriting emerging market and
schemes in reflection of the export of service and

customer feedback consumer goods

Fortifying the Overseas Bid-Winning Competitiveness of

Korean Export Companies

Creating more bid-
winning opportunities
for Korean companies

through active contacts
with major buyers
abroad

Active role to provide
project financing in
emerging markets

14 K-sure Annual Report 2016



MAJOR INSURANCE PRODUCTS

Short Term Export Insurance

This insurance policy covers risks associated with not being paid according to
export contracts in which the payment period falls within a period of two years. The
policy provides indemnification to the exporter against non-payment of buyers or L/
C issuing banks. The risks covered under this policy are commercial risks caused by

B the insolvency of a buyer and a buyer’s failure to pay any amount due under an export
contract. Political risks including civil disturbances and economic events that prevent
payment from buyers are also covered.

Medium and Long Term Export Insurance

‘ LD This insurance policy provides financial support and/or insurance coverage for financial
q) ’ contracts that are two years or longer in length.
MLT Export Insurance and Overseas Business Financing Insurance are our two
flagship products. The former is used to cover the non-payment risk of the principal
and interest for financial contracts, while the latter also covers the same risk but for
Korean investments abroad.

//
| $ » I Export Credit Guarantee
Under this policy, we provide a joint guarantee to financial institutions that provide

export financing to Korean manufacturers.

Foreign Exchange Risk Insurance

This policy hedges against losses from foreign exchange risk which may occur during

@\
o2

the course of international trading and overseas investment transactions.
It is similar to futures exchange contracts offered by other financial institutions such as

t

banks. We compensate all foreign exchange losses of policyholders or claws foreign
exchange gains back.

Overseas Debt Collection and Recovery Service

Under this policy, we recover uncollected export account receivables (which are not

covered by our Export Credit Insurance policy ) on behalf of Korean exporters through

()
ot/

our overseas debt collection network. In fact, we offer an overseas debt collection
service based on our 30 years of debt collection experience, with 14 representative
offices and 82 local agencies worldwide as of 2016.

K-sure Annual Report 2016 15



BUSINESS
PERFORMANCE

SHORT TERM
EXPORT INSURANCE
PROGRAM

MEDIUM AND LONG TERM EXPORT
INSURANCE PROGRAM

We stand by Korean companies with respect to their trading
initiatives and overseas investment activities in today’s challenging
global market environment.

While preemptively responding to rapidly changing trading environ-
ments, we build strategies for Korean exporters to advance into over-
seas markets. Our constant efforts to innovate trading insurance prod-
ucts and high value-added services will drive our highly dependable
trading and overseas investment activities forward, thereby contributing
to the development of the Korean economy.

16 K-sure Annual Report 2016
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EXPORT CREDIT
GUARANTEE

o)

FOREIGN EXCHANGE
RISK INSURANCE

CLAIMS AND RECOVERIES

K-sure Annual Report 2016 17



OVERVIEW

BUSINESS
VOLUME

Total

The total exports of Korea fell by 5.9% YoY to USD 495.5 billion at the end of 2016, mainly due to
a slowing global economy and trade growth. Despite unfavorable market conditions, we took an
aggressive strategy through collective insurance, Export Hope Guarantee and Export Startup Hope
Insurance in support of SME exporters’ globalization and market expansion.

As a result, our SME support record continued growth for the eleventh consecutive year to reach
KRW 44.3 trillion at the end of 2016, up 6.3% YoY, while the overall business volume fell by 6.9%
YoY to KRW 156.6 trillion.

Business Volume by Year (Unit: KRW tiion, %)

202.3 203.7

Business Volume

44.3

28.3

Business Volume for SMEs

Business Ratio for SMEs

18 K-sure Annual Report 2016
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2016

Business Performance

OUTSTANDING
COMMITMENTS

As of the end of 2016, outstanding commitments edged down by 2.5% YoY to KRW 87.4 trillion.
By region, Asia had the highest outstanding commitments, followed by the Middle East and Europe

in order of amount. Notably, outstanding commitments declined in most regions, except for the
Middle East and Africa.

Outstanding Commitments by Region

Outstanding Commitments

(Unit: KRW trilion, %)

Rate of change (%) ('16/'15)

Asia 225 25.8 AB.0
Middle East 17.5 20.1 0.4
Europe 183 17.7 AB.5
North America 6.7 7.7 N4.2
Latin America 9.8 11.2 A9.8
Africa 5.6 6.4 20.6
Oceania 6.6 7.5 A2
Others 3.2 3.6 A14.3
Total 87.4 100.0 A2.5
Europe Asia North America

15.5ilion

Africa

5.6 trilion

Middle East

17 .Bilion

22 .5tilion

Oceania

6.6 trilion

6.7 trilion

Others

3.2%

Latin America

9.8 rilion

Total of 100%, As of the end of 2016

K-sure Annual Report 2016 19



OVERVIEW OF
CLAIMS

Claims Paid Growth Rate

81.4

As of the end of 2016
(Unit: %)

OVERVIEW OF
RECOVERIES

Recoveries Growth Rate

47.5

As of the end of 2016
(Unit: %)

20 K-sure Annual Report 2016

In 2016, the total amount of claims paid was KRW 925.1 billion, 81.4% increase from KRW 510.0
billion in 2015.

Claims paid overseas for the same period amounted to KRW 581.4 billion, up 111.2% YoY from
KRW 275.3 billion in 2015, while claims paid domestically surged 46.4% from KRW 234.7 billion in
2015 to reach KRW 343.7 billion in 2016.

Overview of Claims Paid 995 1 e

LI

109.0/ 46.4%

Total 5100 .

415.1/81.4%
Claims Paid Domestically

)

306.1/111.2%

Claims Paid Overseas

2015 2016 Changes / Rate of Changes (%)

In 2016, the total amount of recoveries was KRW 267.7 billion, up 47.5% from KRW 181.5 billion
in 2015. Overseas recoveries jumped 89.2% from KRW 88.9 billion in 2015 to KRW 168.2 billion
in 2016, while domestic recoveries edged up by 7.5% from KRW 92.6 billion in 2015 to KRW 99.5
billion in 2016.

Overview of Recoveries - (Unit: KRW billon)

99.5 .

6.9/7.5%

Total 1815

Domestic Recoveries

86.2 / 47.5%
Overseas Recoveries ‘
79.3/89.2%
2015 2016 Changes / Rate of Changes (%)

* Derivative products (foreign exchange risk insurance and interest rate risk insurance) are excluded.



2016
Business Performance

SHORT TERM
EXPORT INSURANCE
PROGRAM

PROGRAM The Short Term Export Insurance Program covers losses of exporters or financial institutions that

OUTLINE provide export credits but cannot recover their export proceeds from importers (issuing banks in
the case of L/C-based transactions) in those export transactions with two years or less repayment
periods. The risks covered include credit risks posed by importers such as export contract cancel-
lation, bankruptcy, payment default, or payment refusal. Political risks in the importing countries,
including war, riots, currency inconvertibility and other risks are also covered.

Structure of Short Term Export Insurance (Post-Shipment)

@ Shipment

A

® Settlement
@ Unpaid

A A

(D Subscription ® Insurance payment

Details

Risks covered
- Credit risks of importers
- Political risks in importing countries

K-sure Annual Report 2016 21



2016 Korea’s overall export volume declined over the previous year due to the global economic reces-

PERFORMANCE sion caused by protracted low oil prices, slowing Chinese economic growth and ongoing political

& REVIEW instability in European markets. On top of that, deteriorating economic conditions in emerging mar-
kets, especially in Latin American countries and CIS members, led to adjusting the limits in our risk
management.

Business volume of the Short Term Export Insurance program fell by 7% YoY to KRW 138 trillion
in 2016. Despite challenging export market conditions, the business volume of SMEs increased
9% YoY as an increasing number of SME exporters are relying on our Short Term Export Insurance
Program.

Short Term Business Volume by Region/Exporter’s Size (Unit: KRW tilion)

Large
Medium
Small

|
Europe

16.9 |
1 4 . 3 - North America
| 57 " 4 Others 23 ) 2
Africa 1 2 . 7 I
4 . 7 A Latin America

¥ 8-

ST Expor’t Insurance North | g Latin
Business Volume America P€ | America

1 38 1 Large 18.2 13.1 6.6 47.9 0.4 12.6 4.2 - 103.0
. 2.8

Size/Region

Oceania

Medium 1.9 0.8 5.6 0.3 0.8 0.2 0.2 12.6

As of the end of 2016
(Unit: KRW trillion) Small 2.2 1.9 0.7 3.9 0.1 0.9 0.3 12.5 22.5
Total 23.2 16.9 8.1 57.4 0.8 14.3 4.7 12.7 138.1

By region, Short Term business volume decreased by 13% in Latin America due to rising uncertain-
ties and a slowing growth rate in emerging markets; 15% in European markets as a result of politi-
cal and economic instabilities; and 10% in Asia because of slowing Chinese economic growth and
the resultant sagging demand.

By industry, metal product businesses saw the largest drop in YoY business volume change (24%), fol-
lowed by machinery (16%), chemicals (15%), and electric and electronic goods (6%) in order of volume.

22 K-sure Annual Report 2016



2016
Business Performance

MEDIUM AND

LONG TERM
EXPORT INSURANCE
PROGRAM

PROGRAM
OVERVIEW

The Medium and Long Term Export Insurance Program finances and covers losses of exporters or
financial institutions that provide export credits but cannot recover their export proceeds from im-
porters in those export transactions with longer than two years of repayment periods.

The main products are Medium and Long Term Export Insurance and Overseas Business Financing
Insurance, which cover the risks of unpaid principles and interest concerning export transactions of
capital goods or the risks of unpaid principles and interests associated with financial contracts for
overseas businesses.

Structure of Medium and Long Term Export Insurance (Buyer's Credit)

Shipment

A

Cash

Buyer’s cash payment Cover Loan
made through the bank
Repayment

A

Buyer Credit Cover

Structure of Overseas Business Financing Insurance

Loan Borrower

> (Overseas government,
financial institution)

v Project with
Lender OBF'» Borrower Korean |nter’eStS
A (Overseas corporations) - Equity

- Feedstock
- Offtake
- EPC, etc.

K-sure Annual Report 2016 23



2016 Despite the unfavorable economic conditions arising from falling oil prices in 2016, the Medium
PERFORMANCE and Long Term Export Insurance Program support decreased by only 0.8% YoY in outstanding
& REVIEW commitments thanks to our adherence to active support policy. As of the end of 2016, out of KRW

61.2 trillion in total outstanding commitments under the Medium and Long Term Export Insurance

program, Medium and Long Term Export Insurance amounted to KRW 38.8 trillion and Overseas

Business Financing Insurance amounted to KRW 12.6 trillion, increasing 0.9% and 11.7% YoY, re-

spectively.

,\/H_T OUTSTaﬂdiﬁg (Unit: KRW billion)

Commitmnets by Product

61,723 61,213

MLT Outstanding Total 59,100
Commitments e B e

Export Bond ¥ 18.6%

Insurance NN N 4. 0

)

As of the end of 2016
(Unit: KRW billion) *11.7%

Overseas Business

Financing Insurance

0.8%
MLT Export
Insurance
v
& 0.9%
2015 2015 2016 Changes / Rate of Changes (%)

MAJOR CASE The representative of our MLT Export Insurance support in 2016 was the Shugaiq Heavy Oil-fired
STUDIES OF Thermal Power Plant project ordered by Saudi Arabia’s state-run Saudi Electricity Company (SEC)
SUPPORT and the LIWA project ordered by Oman’s state-run oil company, the Oman Oil Refineries and Pe-

24 K-sure Annual Report 2016

troleum Industries Company SAOC (ORPIC).

We financed USD 420 million to the USD 3.3 billion project for SEC’s Shugaiq Heavy Qil-fired Ther-
mal Power Plant that was projected to construct a 2,640 MW-class power plant to meet the ex-
ploding demand for electricity in tandem with Saudi Arabia’s burgeoning population.



2016
Business Performance

By region, the outstanding commitments allocated to the Middle East projects continued to remain
the largest amount of KRW 14.4 trillion, a 1.3% YoY decrease. After the Middle East, the amount
of Asia's outstanding commitments was KRW 12.9 trillion, and support for emerging markets such
as Africa increased significantly. The combined volume of outstanding commitments in the Middle
East, Europe and Asia still account for 64.2% of total commitments, but the portion is on the de-
crease for a third consecutive year, leasing alleviation of regional concentration.

MLT Export Insurance Outstanding
Commitments by Region

(Unit: KRW billion)
Region 2014 2015 2016 Rate of change (%) ('16/'15)

Asia 11,435 18,317 12,917 A3.0%
Middle East 16,216 14,639 14,452 A1.3%
Europe 12,399 12,301 11,932 A3.0%
North America 2,631 2,780 2,811 1.1%
Latin America 6,754 8,710 8,087 AT.2%
Africa 3,231 3,487 4,587 31.5%
Oceania 6,434 6,489 6,427 A1.0%
Total 59,100 61,723 61,213 20.8%

Oman’s LIWA Project is aimed at constructing a petrochemical plant in the Sohar Industrial Port
Complex by state-owned oil company ORPIC. As Oman’s largest project, total project expenses
amount to USD 6.3 billion.

In addition to the projects mentioned above, we offered trade insurance coverage for a variety of

business projects such as LNG and ships, contributing to the enhanced competitiveness of Korean
exporters and financial institutions.

K-sure Annual Report 2016 25



EXPORT C

REDIT

GUARANTEE

OVERVIEW

26 K-sure Annual Report 2016

Under the Export Credit Guarantee Program, we support joint guarantee for an exporter's repay-
ment liabilities through the provision of guarantee to financial institution that provide export financ-
ing to domestic exporters.

Structure of Export Credit Guarantee (Pre-Shipment)

Exporter Joint guarantee Foreign
Manufacturing & Pro- v > exchange
cessmegj((oornprc;c;uéiment) Occurrence of difficulties in guaranteeing bank or EXpOT‘t
oo and covering in loan application organizations

Structure of Export Credit Guarantee (Post-Shipment)

Shipment of export goods
(credit transactions)

Exporter
(Seller)

Importer
(Buyer)

Security required
¥y e when negotiating
" abill of exchange

Security guarantee

Foreign
exchange
bank




2016
Business Performance

2016
PERFORMANCE
& REVIEW

Export Credit Guarantee
Business Volume

4,728

As of the end of 2016
(Unit: KRW billion)

The business volume of Export Credit Guarantee (pre-shipment) has shown a downward trend
since 2013, when it stood at KRW 3.3 trillion, which continued decreasing to KRW 3.0 trillion in
2014, KRW 2.7 trillion in 2015 and to KRW 2.3 trillion in 2016. Still, we continue with Export Credit
Guarantee Program for SMEs in support of their exporting activities such as Export Hope Guaran-
tee and special support to startup and rising exporters.

With the Export Credit Guarantee (post-shipment), the business volume dropped by 18.0% YoY to
KRW 2.4 trillion in 2016. This was attributable to a decrease in Korea’s overall export volume and
to our stricter underwriting scheme as part of our risk management effort. Going forward, we will
continue to support with this program by reorganizing our insurance terms and systems, and by
strengthening cooperation with commercial banks.

Export Credit Guarantee (Pre- and Post-Shipment)
Business Volume by Year

(Unit: KRW billion)
Program 2011 2012 2013 2014 2015 2016
Export Credit guarantee (pre-shipment) 3,320 2,832 3,289 2,991 2,655 2,289
Export Credit guarantee (post-shipment) 2,598 3,296 3,436 3,502 2,974 2,439
Total 5,918 6,128 6,725 6,493 5,629 4,728

K-sure Annual Report 2016 27



FOREIGN

EXCHANGE RISK
INSURANCE

OVERVIEW

Foreign Exchange Risk Insurance hedges against losses from exchange rate fluctuations in the
course of international trading and overseas investment transactions. We indemnify the losses of
foreign exchanges which may occur following changes in the foreign exchange rate in the process
of securing or paying foreign currencies and recovers the gains from foreign exchange disparity.
The mechanism is similar to that of forward exchange transactions by financial institutions.

Structure of Foreign Exchange
Risk Insurance

Shipment

A\

Settlement of export receivables

Guaranteed rate Settlement rate
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2016
Business Performance

2016
PERFORMANCE
& REVIEW

Foreign Exchange Risk
Insurance Business Volume

1,106

As of the end of 2016
(Unit: KRW billion)

Despite the relatively good performance results in the first half of the year, the abrupt fall in the
exchange rate in the latter half of the year led to a 9.8% YoY drop in our business volume, which
stood at KRW 1.1 trillion for 2016, with the number of users also dropping by 13% YoY to 366
companies.

Foreign Exchange Risk Insurance
Business Volume by Year

(Unit: KRW billion, companies)

Volume/Number 2012 2013 2014 2015 2016
Business volume 1,147 1,720 1,610 1,226 1,106
No. of companies 368 518 500 420 366

* Excluding the business volume and users of terminated programs

2016 REFORM
REVIEW

We have consistently improved its systems to support SMEs in their exchange rate risk manage-
ment efforts, and in 2016 we made the following three revisions to our systems.

First, we adopted the one-to-one CEO consulting service to help exporters raise their competen-
cies in hedging foreign exchange risks.

Second, in addition to semi-annual seminars, we also conducted the exchange rate forecast semi-
nars in response to the occurrence of international financial market events.

Finally, we offered a special discount on our Foreign Exchange Insurance premium on Japanese

yen and Euro currencies. In addition, we expanded the scope of insurance premium discount to
our subsidies in partnership with related organizations to lessen the burden of premiums for SMEs.
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CLAIMS AND
RECOVERIES

CLAIMS

Claims Paid Growth Rate

81.4

As of the end of 2016
(Unit: %)

OVERVIEW OF CLAIMS

In 2016, the total amount of claims paid was KRW 925.1 billion, up 81.4% from KRW 510.0 billion
in 2015. Claims paid overseas for the same period amounted to KRW 581.4 billion, up 111.2%
YoY from KRW 275.3 billion in 2015, while claims paid domestically surged 46.4% from KRW
234.7 billion in 2015 to reach KRW 343.7 billion in 2016.

Overview of Claims Paid

(Unit: KRW billion)
Region 2015 2016 Change Rate of change (%)
Claims paid overseas 275.3 581.4 306.1 111.2%
Claims paid domestically 234.7 343.7 109.0 46.4%
Total 510.0 925.1 4151 81.4%

CLAIMS PAID BY PROGRAM

In 2016, the total amount of claims paid in Short Term Programs doubled to KRW 777.7 billion
from KRW 376.6 billion in 2016 (up 106.5% YoY), while KRW 147.4 billion was paid in claims for
Medium and Long Term Programs in 2016, up 10.4% YoY from KRW 133.5 billion in 2015.

Claims Paid by Program

(Unit: KRW billion)

Claims Paid

Program
25 | zots | mnao raeorcranso o

ST export insurance 192.5 493.8 301.3 156.5%

. Export credit guarantee 161.3 271.6 110.3 68.4%
o Import insurance 22.8 12.3 A10.5 A46.1%
ST subtotal 376.6 77T 4011 106.5%

MLT export insurance 69.7 82.1 12.4 17.8%

Export bond insurance 54.8 65.3 10.5 19.2%

M Overseas business financing insurance 9.0 - A9 A100.0%
MLT subtotal 133.5 147.4 13.9 10.4%

Total 510.0 925.1 4151 81.4%

Note) Short Term Export Insurance Products include Agro-Fisheries Export Insurance, Overseas Marketing Insurance and
Reliability Insurance.
Export Credit Guarantee includes Cultural Content Export Insurance.
Derivative Products (Foreign Exchange Risk Insurance and Interest Rate Risk Insurance) are excluded.
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2016
Business Performance

CLAIMS PAID BY COUNTRY
(EXCLUDING FOR-DOMESTIC AND DERIVATIVE PRODUCTS)

In emerging markets, claims paid to Brazil and China escalated in the aftermath of drop in oil and
other commodities prices as well as low currencies. Additionally the amount of claims paid to the
U.S. increased due to the large-scale incident involving the liquidation on export receivables cov-
ered by our Short Term Export Insurance.

Claims Paid by Country

(Unit: KRW billion)

1 Russia 51.4 18.7% U.S. 172.7 29.7%
2 Liberia 37.6 13.6% Brazil 66.1 11.4%
3 Iran 32.1 11.7% China 61.3 10.6%
4 Brazil 27.3 9.9% Singapore 48.4 8.3%
5 u.s. 14.9 5.4% Russia 37.7 6.5%
6 China 13.2 4.8% UAE 30.8 5.3%
7 Malaysia 9.6 3.5% Iran 25.8 4.4%
8 Indonesia 7.8 2.8% Liberia 9.9 1.7%
9 UAE 6.4 2.3% Argentina 9.3 1.6%
10 Spain 6.1 2.2% Turkey 9.3 1.6%
Subtotal = 206.4 74.9% - 471.3 81.1%
Others - 68.9 251% - 110.1 18.9%
Total - 275.3 100.0% - 581.4 100.0%

Note) For-Domestic (Export Bond Guarantees, Export Credit Guarantees (Pre-Shipments, NEGO, etc.) and Derivative Products
(Foreign Exchange Risk Insurance, Interest Rate Risk Insurance, etc.) are excluded.
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RECOVERIES

Recoveries Growth Rate

47.5

As of the end of 2016
(Unit: %)

OVERVIEW OF RECOVERIES

In 2016, the total amount of recoveries recorded KRW 267.7 billion, up 47.5% from KRW 181.5
billion in 2015. Overseas recoveries jumped 89.2% from KRW 88.9 billion in 2015 to KRW 168.2
billion in 2016, while domestic recoveries increased by 7.5% from KRW 92.6 billion in 2015 to KRW
99.5 billion in 2016.

Overview of Recoveries

(Unit: KRW billion)
Region 2015 2016 Change Change %
Overseas recoveries 88.9 168.2 79.3 89.2%
Domestic recoveries 92.6 99.5 6.9 7.5%
Total 181.5 267.7 86.2 47.5%

Note) Derivative Products (Foreign Exchange Risk Insurance and Interest Rate Risk Insurance) are excluded.

RECOVERIES BY PROGRAM
In 2016, the total amount of recoveries from the Short Term Program was KRW 79.2 billion, down

13.6% from KRW 91.7 billion in 2015, while those from Medium and Long Term Program increased
by 109.9% YoY to KRW 188.5 billion for the same period from KRW 89.8 billion in 2015.

Recoveries by Program

(Unit: KRW billion)

Recoveries
Program
s | | onrse | o |

ST export insurance 47.9 45.8 A21 A4.4%

“ Export credit guarantee 41.7 30.1 A11.6 N27.8%
o Others 2.1 3.3 1.2 57.1%
ST subtotal 91.7 79.2 A12.5 A13.6%

MLT export insurance 18.7 93.7 75.0 401.1%

Export bond insurance 50.4 69.1 18.7 37.1%

MLT Overseas construction works insurance 20.3 24.8 4.5 22.2%
Overseas business financing insurance 0.4 0.9 0.5 125.0%

MLT subtotal 89.8 188.5 98.7 109.9%

Total 181.5 267.7 86.2 47.5%

Note) Short Term Export Insurance Products include Agro-Fisheries Export Insurance, Overseas Marketing Insurance and
Reliability Insurance.
Export Credit Guarantee includes Cultural Content Export Insurance
Others include Import Insurance and Export Bill Insurance
Derivative Products (Foreign Exchange Risk Insurance and Interest Rate Risk Insurance) are excluded.
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Business Performance

RECOVERIES BY COUNTRY
(EXCLUDING FOR-DOMESTIC AND DERIVATIVE PRODUCTS)

Recoveries from the top 10 countries including Iran, Pakistan, the U.S., Indonesia and UAE ac-
counted for 91.3% of total recoveries at KRW 153.7 billion in 2016.

Recoveries by Country

(Unit: KRW billion)

1 Pakistan 22.6 25.4% Iran 91.9 54.6%
2 Iran 16.5 18.5% Pakistan 27.6 16.4%
3 u.s. 15.8 17.8% U.S. 10.8 6.4%
4 UK 4.2 4.7% Indonesia 5.8 3.5%
5 Iraq 3.7 41% UAE 4.3 2.5%
6 Russia 3.1 3.4% Brazil 4.0 2.4%
7 Argentina 2.5 2.9% Russia 3.1 1.8%
8 UAE 2.1 2.3% Argentina 2.8 1.7%
9 Turkey 1.9 2.2% Iraq 1.9 1.1%
10 China 1.7 1.9% China 1.5 0.9%
Subtotal - 741 83.2% - 153.7 91.3%
Others - 14.8 16.8% - 14.5 8.7%
Total - 88.9 100.0% - 168.2 100.0%

Note) For-Domestic (Export Bond Guarantees, Export Credit Guarantees (Pre-Shipments, NEGO, etc.) and derivative products
(Foreign Exchange Risk Insurance, Interest Rate Risk Insurance, etc.) are excluded.
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INTERNATIONAL
RELATIONS

RELATIONS AND

CSR ACTIVITIES

As a state-run corporation, we faithfully fulfill our corporate responsibilities and
reinforce national cooperation efforts to ensure we maintain the trust of local
communities and private companies.

In addition, we pursue co-prosperity with local communities and promote a culture
of social contribution throughout society. At the same time, we are working hard
towards achieving the highest possible customer satisfaction management practices
that are rooted in transparency in all of our operational activities. Furthermore, we
collaborate with a variety of organizations to establish mutually beneficial partnerships,
while constantly pushing ourselves to strengthen cooperation throughout our network
of international export agencies. Going forward, we will continue to support local
communities and private companies by maintaining their trust with greater satisfaction
and value creation than ever before.
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CUSTOMER
SATISFACTION

RESPONSIBILITY

ETHICAL MANAGEMENT
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INTERNATIONAL

RELATIONS

Strengthening its cooperative
relations with global ECAs
through the Berne Union (BU)
membership

e As an active Berne Union member,
we played a leading role in framing the
union’s agenda and making major deci-
sions in 2016.

- The Berne Union, also known as the
International Union of Credit & Invest-
ment Insurers, has 82 member agencies
around the world and contributes to the
coordination and maintenance of the
global export credit and investment in-
surance industry.

- At the 2016 Annual General Meeting,
there was much discussion among
ECA members on issues such as world
economic and export outlooks, major
economic trends impacting the appetite
of banks for long-term trade financing,
and the economic outlook on Middle
East and Latin American countries such
as Iran, Turkey, Brazil and Argentina.
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Leading in-depth discussions
on pending economic issues of
the region among Asia Pacific
ECAs as the host of the Berne
Union Regional Cooperation
Group CEO Meeting

e In July, we hosted the CEO meeting
for the Berne Union Regional Coop-
eration Group, a regional cooperative
body of the Berne Union for Asia-Pa-
cific, which strengthened cooperative
relations among local export credit
agencies. Through the meeting, which
we co-chaired alongside NEXI (Nippon
Export and Investment Insurance) at this
round, participants could exchange their
in-depth knowledge and multidirection-
al perspectives about a wide-range of
topics such as the current status and
outlook of the oil and gas sector, joint
support programs through the Multilat-
eral Development Bank (MDB), and the
medium and long term business vision
of export credit agencies.

Building a solid framework
of international cooperation
through bilateral meetings

e |In 2016, we successfully held annual
bilateral meetings with Japan, China,
Germany and France, strengthening our
strategic ties of mutual cooperation with
global ECAs by deliberating on trade
insurance policies and expanding infor-
mation exchanges.

- Meetings with Germany’s Euler Hermes
were held in March in Berlin, Germany;
China’s Sinosure in April in Seoul, Koreg;
and Japan’s NEXI and France’s COFACE
both in September in Gyeongju and
Jeju Island, respectively. We, along with
our respective counterparties, sought
measures to increase the bilateral flow of
export credit support through in-depth
discussions.




Relations and
Responsibility

Discussions at the International
Working Group on Export
Credits

e |nitiated by the U.S. and China to re-
duce the institutional gap in the provision
of official export credit support between
participating and non-participating
countries in the OECD Arrangement, the
International Working Group on Export
Credits (IWG) is a global consultative
body for international export credit. The
IWG pursues discussions on new norms
and standards governing global export
credit practices with 15 member coun-
tries, including Korea, the U.S. the EU,
Japan, China, Brazil and Russia.

e As the official Korean delegation rep-
resentative, we are a member of this
group and have been making mean-
ingful contributions to the international
dialogue on export credit support.

Active engagement in
discussions on amending
OECD Arrangements

¢ \We represent the Korean government
in meetings of the Participants to the
Arrangement on Officially Supported
Export Credits (OECD Arrangement),
the Working Party on Export Credits
and Credit Guarantees as the official
representative of the Korean delegation
to create and deliberate on various stan-
dard regulatory works concerning export
credits at the OECD level.

e In 2015, we joined the global action
initiative to adopt the Sector Under-
standing on Export Credits for Coal-
Fired Electricity Generation Projects, and
participated in the amendment of the
Principles and Guidelines to Promote
Sustainable Lending Practices in the
Provision of Official Export Credits to
Lower Income Countries in 2016. Apart
from our international engagement in
establishing institutional frameworks,
we have also been active in sharing our
knowledge and experiences in export
credit-related issues such as official ex-
port credit support, insurance premium
rates, and interest rates in the global
arena in a comprehensive way.

Active cooperation and
exchanges with global ECAs
and related institutions

® We strengthened our business capa-
bilities and formed a close network of
cooperation for information exchanges
and knowledge sharing by expanding
our channels with other ECAs.

- Under the initiative of knowledge shar-
ing, we continue to operate our Knowl-
edge Sharing Program to impart our
knowhow in trade insurance to less de-
veloped members of the global commu-
nity. In 2016, we invited officials from the
Egyptian government to Korea and held
instructive sessions on trade insurance
with an introduction to the programs and
services we currently offer.

e Also, as a member of the economic
delegation organized by the Korean
government, we actively took part in
delegation activities and contributed to
building on Korea’s economic coopera-
tion capacity.

- In 2016, we signed four MOUs on co-
operation for export credit support with
the Export-Import Bank of Romania, the
Export Guarantee Fund of Iran, Banco-
mext, and Ecuador’s Ministry of Finance,
as well as a reinsurance contract with
the Islamic Corporation for the Insurance
of Investment and Export Credit, thereby
expanding our strategic platform of co-
operation with other organizations.
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SOCIAL RESPONSIBILITY
CUSTOMER SATISFACTION (CS)

OUR

COMMITMENT
TO CUSTOMER
SATISFACTION

Our clients and their satisfaction are the foremost value we pursue. To provide
better customer service, we have introduced a CS capacity building program, a
Customer Advisory Board, a customer feedback program and a customized infor-
mation system.

Enhancing Employees’ CS Capabilities

e Regular CS training by external CS professionals enhance the customer satisfaction capacity of
employees.

e Major cases registered through the Customer Care Center are shared company-wide to train em-
ployees on how to answer calls and make visits to customers.

On-site K-sure Customer Advisory Board

e The on-site K-sure Customer Advisory Board meets on a quarterly basis to encourage customer en-
gagement and utilize customer suggestions to improve our service.
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Relations and
Responsibility

Better CS with the Voice of Clients (VOC) System

e We introduced the VOC system to ensure better organized customer management and closer inspec-
tion over our CS assessment on each process of credit research and underwriting.

e The assessment outcome of the VOC management system is shared company-wide and used to up-
grade our programs and services.

Nurturing Trade Specialists through the K-sure Trade Insurance Academy

e \We have been running our Trade Insurance Academy since 2009 to foster export specialists and pro-
mote the general understanding of the trade insurance industry.

e |n 2016, 32 Trading Academy sessions were held, with a trade insurance program, underwriting indem-
nification cases, FTA, and trading affairs included in the course.

Opening a Customized Service Platform

e To better support our clients, we provide customized contents by country, as well as global trade
trends and foreign exchange information on our website.

® \We send out The K-sure Newsletter by e-mail to help our customers keep abreast of changes in trade

insurance features and coverage policies by country throughout the year.
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SOCIAL RESPONSIBILITY
CSR ACTIVITIES

SPREADING THE
VALUE OF OUR
BUSINESS

In 2016, our CSR activities were focused on spreading the spirit of pro bono initia-
tives and reinforcing CSR partnerships based on the professional expertise of all
our employees. We aimed to share our special knowledge in trade and trade insur-
ance with our local communities to ensure greater specialized social contribution
efforts. At the same time, to bring about additional synergies in social volunteering,
we forged collaborative partnerships with public and private institutions, while
spreading the value of business practices.

Job Experience and Education Programs for Youth

In 2016, we invited students from three local middle schools to a youth job experience program at
our head office. We introduced them to the concept of trade and the business of trade insurance.
During the sessions, students were offered a chance to visit our underwriting department, experi-
ence, how trade insurance is serviced, and what we are doing for Korean exports and trade.

Also, in partnership with Junior Achievement Korea, a global NGO for educational advancement,
we ran the Proactive Trade Insurance Teacher Program as another one of our knowledge sharing
activities. In the three sessions of the program, 34 of our employees volunteered to educate 300

students, nurturing future talents for Korean trade and exports.
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CSR Activities with Our Partners

We strive to promote the spirit of sharing and communicating with local communities through close
collaboration with related public and private partners. In March 2016, we signed an MOU on a joint
CSR program with the Korea Deposit Insurance Corporation, the Korea Broadcast Advertising
Corporation, and the National Information Society Agency. Employees of the four signatories vol-
unteered to join the Up-cycling Bracelet Campaign in which they donated bracelets that they made
out of recycled materials and promoted the compassionate value of sharing.

We also worked with NGOs such as the Korean Red Cross and a branch office of the National
Forestry Cooperative Federation, broadening the spectrum of our social outreach into various parts
of society. At the same time, we continued our tradition of making kimchi through a company-wide
annual social volunteering campaign whereby we give out kimchi made by our employees to less
fortunate members of our communities. Furthermore, all the ingredients that go into the kimchi
were directly purchased from rural countries which have sisterhood ties with our company.

Overseas and CSR Customized to Local Communities

In 2016, it was particularly meaningful for us in terms of our CSR efforts because we were able to
reach out beyond Korea and to global neighbors. We also sponsored the Shanghai Korean Library
in China and joined the Hope T-Shirt campaign that was run by the Korean Disaster Relief Asso-
ciation, and whose mission is to help climate change refugees and children displaced by natural

disasters.
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SOCIAL RESPONSIBILITY
ETHICAL MANAGEMENT

FULFILLING
OUR SOCIAL
RESPONSIBILITY
AS A PUBLIC
ENTITY

Under the ethical management vision of a “Clean K-sure,” with the aim of gaining
the full trust of all Koreans, we strive to establish a culture of anti-corruption and
integrity, while fulfilling our social and ethical responsibilities as a public institution.

To that end, we have set up an Ethical Management Committee chaired by our
president to enforce our compliance with our ethical code of conduct in relation to
all management activities. Also, by operating the Integrity Ombudsman Committee,
which is composed of independent advisors, we have continued our efforts to rein-
force external monitoring and checks to enhance ethical practices.

Furthermore, we have encouraged our clients to file reports on any infringement of
our ethical management code of conduct, such as unfair practice, requests directly
or indirectly experienced in the course of doing business with K-sure. That means
that our client serve as another watchdog of our business to ensure that clean and
transparent business operations are consistently carried out.

Initiating a campaign for corporate integrity and ethical business management

In order to prevent and combat any possible corruption in business operations, we have established
an independent credit review underwriting body that is separate from the existing underwriting divi-
sion. To maintain top management’s strong commitment to integrity and ethical management, we
regularly offer tailored ethical training programs on integrity as well as anti-corruption initiatives that are
conducted by external business ethics experts to all high-ranking executive members, including the
president. Moreover, the signing of the Ethical Management Contract, something previously required
only by our top executives, has been expanded to all executive members. To further augment our an-
ti-corruption monitoring, we established a Red Whistle system that has been entrusted to an outside
company as a tool to combat and identify unethical business misconduct and corporate malpractice
with complete anonymity guaranteed to all whistle blowers.

Strengthening ethical standards with more rigorous government regulations

Since the Improper Solicitation and Graft Act came into force on September 28, 2016, we have
refined and strengthened its rules and schemes for anti-corruption and ethical management. The
focus of our approach is to truncate corruption-inducing factors from the get-go by applying more
stringent guidelines than those required by the new law.
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We helped our entire workforce become familiar with the new law and required procedures, such
as proper responses and reporting processes, by carrying out exercises related to bribery and
graft. Similar to the Miranda warning administered by law enforcement authorities, we have drawn
up and adopted our own K-sure Principles for Business Integrity as a preventative step against any
unscrupulous business practices by requiring our employees to inform clients of our anti-bribery
and solicitation rules before conducting any business consultations. In addition, all our personnel
take an oath on business integrity for anti-corruption and anti-bribery, proclaiming their commit-
ment toward business transparency. Along with running a company-wide idea contest for our anti-
corruption campaigns, we provide intensive phase-by-phase lectures and seminars on different
subjects for employees in order to help them comprehend the actual legal interpretation and appli-
cation of the newly enacted law.

Enhancing the transparency of business operations

Managerial information at K-sure is publicly disclosed in accordance with government guidelines,
and as a trustworthy public institution we also voluntarily provide information pursued by our clients
and the public in advance to uphold people’s right to know. For instance, internal regulations that
are highly relevant to people’s everyday lives are open to the public to ensure the fairness and ac-
countability of our business operations. In addition, information on general business and adminis-
tration, such as the status of business contracts and general administrative spending by our execu-
tives, is also made available to the public, enhancing the operational transparency of our business.

As the official export credit agency of Korea, we comply with all international norms and standards
on ethical management. To minimize the negative impact of transactions or projects supported by
K-sure on the environment and society, we observe the OECD Recommendation of the Council on
Common Approaches for Officially Supported Export Credits and Environmental and Social Due
Diligence as well as the OECD Recommendation on Bribery and Officially Supported Export Credit,
contributing to the promotion of fair competition in international trade.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of Korea Trade Insurance Corporation,

We, Samjung KPMG LLC, have audited the accompanying
financial statements of Korea Trade Insurance Corporation,
which comprise the Statement of Financial Position as of
December 31, 2016 and December 31, 2015, and also the
Statement of Comprehensive Income Statement, Statement
of Changes in Capital and the Statement of Cash Flow for the
years then ended, and summary of significant accounting poli-
cies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of these finan-
cial statements that give a true and fair view of the financial
position, financial performance and cash flow of the Korea
Trade Insurance Corporation in accordance with the account-
ing regulations of the fund.

This responsibility includes the design, implementation and
maintenance of internal control relevant to the preparation and
presentation of the financial statements that give a true and
fair view and are free from material misstatement, whether due
to fraud or error.

Auditors’ Responsibility

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

We conducted our audit in accordance with the auditing stan-
dards by the Korea Institute of Certified Public Accountants.
Those Standards require that we comply with ethical require-
ments, and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free
from material misstatement.

2016
Financial Review

AUDITORS’
REPORT

February 13, 2017

An audit involves performing procedures to obtain audit ev-
idence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company’s prepa-
ration and presentation of the financial statements that give a
true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s
internal control. An audit also includes evaluating the appropri-
ateness of accounting policies used and the reasonableness
of the accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is suffi-
cient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above pres-
ent fairly, in all material respects, the financial position of Korea
Trade Insurance Corporation as of December 31, 2015 and
2016, and the results of its operations, changes in equity and
its cash flows for the years then ended in conformity with the
accounting regulations of the fund.
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STATEMENT OF

FINANCIAL POSITION

The 48" term as of December 31, 2016
The 47" term as of December 31, 2015

Trade Insurance Fund

Account
Assets
Cash and deposits
Cash and cash equivalent
Deposits
Securities
Available-for-Sale securities
Held-to-Maturity securities
Tangible assets
Investment properties
Intangible assets
Other assets
Premium receivables
Allowance for bad debt
Others
Total assets
Liabilities
Insurance contract liabilities
Unearned premium reserve
Reserve for outstanding claims
Other liabilities
Account payable
Accrued expenses
Unearned insurance premium
Withholdings
Derivatives liabilities
Others
Total liabilities
Capital
Contributions
Government contributions
Other contributions
Accumulated other comprehensive income
Gains and losses on valuation of Available-for-Sale securities
Deficits
Accumulated other comprehensive deficits
Total equity
Total equity and liabilities

The 48" (current) term

119,321,804,875
963,962,000,000

1,798,912,132,449
140,000,000,000

723,407,259,048
(11,734,540)
421,416,810,888

1,654,985,801,159
1,381,725,685,622

295,624,344
1,818,253,143
657,508,337
18,773,490,344
15,738,561,355
36,481,642,066

2,314,824,481,888
236,000,000,000

(460,611,901)

(1,387,121,914,145)

1,083,283,804,875

1,938,912,132,449

84,069,351,060
17,197,818,801
5,452,979,531
1,144,812,335,396

4,273,718,422,112

3,036,711,386,681

73,765,079,589

3,110,476,466,270

2,650,824,481,888

(460,611,901)

(1,387,121,914,145)

1,163,241,955,842
4,273,718,422,112

(Unit : KRW)

The 47" (previous) term

122,004,968,040
946,410,000,000

1,748,775,774,284
180,000,000,000

341,620,993,273
(11,734,540)
444,528,194,051

1,393,066,547,805
1,084,349,677,612

224,320,584
220,261,784
7,436,025,601
1,356,459,450
19,412,482,541
47,962,971,938

2,314,824,481,888
236,000,000,000

7,571,107,149

(1,219,029,943,194)

1,068,414,968,040

1,928,775,774,284

88,065,941,528
16,291,413,743
6,808,842,779
786,037,452,784

3,893,394,393,158

2,477,416,225,417

76,612,5621,898

2,554,028,747,315

2,650,824,481,888

7,571,107,149

(1,219,029,943,194)

1,339,365,645,843
3,893,394,393,158
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Financial Review

INCOME
STATEMENT

The 48" term from January 1, 2016 to December 31, 2016
The 47" term from January 1, 2015 to December 31, 2015

Trade Insurance Fund

Account
Operating income
Premium income
Recovery income
Reinsurance income
Other operaing income
Interest income
Gains on derivatives transaction
Gains on foreign exchange transaction
Others
Operating expenses
Claim paid expenses
Premium refund expenses
Subrogation receivables deductions
Other operaing expenses
Losses in Available-for-Sale securities
Losses on transaction of derivatives
Claim recovery expenses
Bad debt expenses
Others
Administration expenses
Operating loss
Non-operating income
Non-operating expenses
Net income(loss) before tax
Tax expenses

Net income(loss)

The 48" (current) term

1,267,647,400,270

816,915,311,860

288,387,463,089

162,344,625,321
59,541,091,385
32,175,239,331
35,535,012,966
35,093,281,639

1,829,861,728,922

949,587,989,060

117,996,179,360

14,380,764,545

647,738,457,478
9,096,079,922
28,920,722,690
12,002,651,994
20,419,600
597,698,583,272

100,158,338,479

(562,214,328,652)

4,278,705,177

156,347,476

(5658,091,970,951)

(5658,091,970,951)

(Unit : KRW)

The 47" (previous) term

1,094,095,500,868

690,328,060,660

225,448,289,634

2,392,584,360

175,926,566,214
81,204,289,637
17,126,699,395
26,271,140,919
51,324,436,263

1,298,349,307,214

527,987,932,902

126,031,057,750

30,743,818,724

516,157,955,812
24,607,345,966
39,360,919,692
11,615,961,229
84,924,207
440,488,804,718

97,428,542,026

(204,253,806,346)

9,604,854,641

1,251,144,448

(195,900,096,153)

(195,900,096,153)
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STATEMENT ON CHANGES

IN CAPITAL

The 48" term from January 1, 2016 to December 31, 2016
The 47" term from January 1, 2015 to December 31, 2015

Trade Insurance Fund

Account

Contributions

Other
comprehensive

income/loss total

Retained earnings

(deficits)

(Unit : KRW)

2015.1.1(Beginning of previous year)
Contribution
Loss protection

Gains and losses on valuation of Available-for-Sale
securities

Net loss of the year

2015.12.31(End of previous year)
2016.1.1(Beginning of current year)
Contribution

Loss protection

Gains and losses on valuation of Available-for-Sale
securities

Net loss of the current year

2016.12.31(End of the current year)

2,540,824,481,888
165,000,000,000

(145,000,000,000)

2,550,824,481,888
2,550,824,481,888
390,000,000,000

(390,000,000,000)

2,550,824,481,888

3,374,823,858

4,196,283,291

7,571,107,149

7,571,107,149

(8,031,719,050)

(460,611,901)

(1,168,129,847,041)

145,000,000,000

(195,900,096,153)
(1,219,029,943,194)
(1,219,029,943,194)

390,000,000,000

(658,091,970,951)

(1,387,121,914,145)

1,376,069,458,705

165,000,000,000

4,196,283,291

(195,900,096,153)
1,339,365,645,843
1,339,365,645,843

390,000,000,000

(8,031,719,050)

(558,091,970,951)

1,163,241,955,842
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Global
Network

GLOBAL
NETWORK

As of the end of 2016, K-sure’s 585 employees are working hard at the head office in Seoul, 16 domestic branches and 2 local
offices across Korea as well as 14 overseas representative offices and 3 overseas representatives in Korea’s export hub cities
worldwide.

ORGANIZATION CHART

Management
Committee

Board of

Chairman and President .
Directors

Auditor Audit and Inspection
Department

SMEs Business
Central Division

Secretarial Team

Strategic Global
Business Division

Investment & Risk &
Finance Division Recoveries Division

SMEs Business

Management Division South Division

Investment & Finance
Coordination Department

Short-Term Business
Department

Business Coordination
Department

Strategic Planning
Department

Risk Management
Department

Maritime Finance
Department

Administrative
Department

Claims & Recoveries
Department

Project Finance
Department |

Central Underwriting
Department

South Underwriting

Research Department Department

Informatization Project Finance Domestic Claims &

Treasury Department Central Branch Busan Branch

Department Department || Recoveries Department
Public Relations Overseas Investment Corporate Restructuring Gananam Branch Daegu-Gyeongbuk
Department Finance Department Department 9 Branch
Management Evaluation International Relations Legal Department Guro Digital Branch Ulsan Branch
Department Team

Credit Review

Department Gyeonggi Branch

Gyeongnam Branch

Northern Gyeonggi

Branch Jeonbuk Branch

Gwangju-Jeonnam

Incheon Branch Branch

Daejeon-Sejong-

Chungnam Branch Jeju Branch

Chungbuk Branch

Gangwon Branch

Sihwa Office

Cheonan Office

Overseas
Representative
Offices

Representatives

- Los Angeles Representative Office
- Paris Representative Office

- New York Representative Office

- Panama Representative Office

- Tokyo Representative Office

- Johannesburg, South Africa

- Beijing Representative Office

- Ho Chi Minh City Representative Office
- Jakarta Representative Office

- Moscow Representative Office

- Mexico City Representative Office

- Almaty, Republic of Kazakhstan

- Sao Paulo Representative Office
- Shanghai Representative Office
- New Delhi Representative Office
- Dubai Representative Office

- Riyadh, Kingdom of Saudi Arabia
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@ Los Angeles
) ® New York
Mexico City @
Panama @
@ Sao Paulo
Head Office

South Korea Trade Insurance Corporation
14 Jongro (Seorin-dong), Jongro-Gu, Seoul, 03187,
South Korea

Tel : (82-2)399-6800

Domestic Department and Branches

Maritime Finance Department

21" Floor, Busan International Finance Center,

40 Munhyeongeumyung-ro, Nam-gu, Busan, 48400,
South Korea

Tel : (82-51) 630-5410~5439

Fax : (82-51) 630-5455

Central Branch

14 Jongro (Seorin-dong), Jongro-Gu, Seoul, 03187,
South Korea

Tel : (82-2)399-6596, 6964, 7056

Fax : (82-2)399-6131

Gangnam Branch

Trade Tower Room # 1304, 511 Yeongdong-daero
(Samsung-dong), Gangnam-gu, Seoul, 06164,
South Korea

Tel : (82-2) 551-0471~2, 4

Fax : (82-2) 551-0487
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CONTACT INFORMATION

® Moscow
Beijing
() () Tokyo
Paris o (] Y
Almaty
L] ;
hangh:
Riyadh @ o _New Delhi ® Shanghai
Dubai -
@® Ho Chi Minh
Jakarta @

@ Johannesburg

Guro Digital Branch

14" Floor, KICOX Venture Center, Guro Digital 32-gil 29,
Guro-gu, Seoul, 08379, South Korea

Tel : (82-2) 6300-6300, 6302~6

Fax : (82-2) 6300-6311

Gyeonggi Branch

8" Floor, Gyeonggi SME Support Center,

107 Gwanggyo-ro (Leeeui-dong), Yeongtong-gu,
Suwon-si, 16229, Gyeonggi-do, South Korea
Tel : (82-31) 259-7600, 3~6

Fax : (82-31) 259-7607

Northern Gyeonggi Branch

8™ Floor, Kyobo Life Insurance Bldg,

1181 Jungang-ro (Janghang-dong), lisandong-gu,
Goyang-si, 10414, Gyeonggi-do, South Korea

Tel : (82-31) 932-3501~6

Fax : (82-31) 932-3507

Incheon Branch

13" Floor, Michuhol Tower. 12 Gaetbeol-ro,
Yeonsu-gu, Incheon, 21999, South Korea
Tel : (82-32) 422-2713~7

Fax : (82-32) 422-2718

Daejeon-Sejong-Chungnam Branch

8" Floor, Daejeon Trade Center, 136 Cheongsa-ro
(Wolpyung-dong), Seo-gu, Daejeon, 35220, South Korea
Tel : (82-42) 526-3291~4

Fax : (82-42) 526-3295

Northern-Gyeonggi Branch®  korea Trade Insurance
Incheon Branch @ - @) Corporation Head Office
Gyeonggi Branch® o ® Gaquam Branch
Sihwa Office, Guro Digital Branch
© Gangwon Branch

@ Chungbuk Branch
@ Daejeon-Sejong-Chungnam Branch

°
Cheonan Office

@ Daegu-Gyeongbuk
Branch

@ Ulsan Branch

®Jeonbuk Branch

@ Busan Branch
Gyeongnam Branch

Gwangju-Jeonnam Branch®

@ Jeju Branch

Chungbuk Branch

4" Floor, Chungbuk Business Agency,

50 Pungsan-ro (Gakyeong-dong), Heungdeok-gu,
Cheongju-si, 28399, South Korea

Tel : (82-43) 236-1301~4

Fax : (82-43) 236-1305

Gangwon Branch

6" Floor, Samsung Life Insurance Bldg,

2 Wonil-ro (In-dong), Wonju-si, 26429, Gangwon-do,
South Korea

Tel : (82-33) 765-1060~4, 6

Fax : (82-33) 765-1065

Busan Branch

3¢ Floor, BEXCO Exhibition Center 2, 30 APEC-ro,
Haeundae-gu, Busan, 48060, South Korea

Tel : (82-51) 245-3981~2

Fax : (82-51) 246-9833

Daegu-Gyeongbuk Branch

10th Floor, Daegu Trade Center, 489 Dongdaegu-ro,
Dong-gu, Daegu, 41256, South Korea

Tel : (82-53) 252-4932~4

Fax : (82-53) 256-2684

Ulsan Branch

10" Floor, Yuanta Securities Bldg, 197 Samsan-ro
(Dal-dong), Nam-gu, Ulsan, 44703, South Korea
Tel : (82-52) 261-1833

Fax : (82-52) 261-1837



Gyeongnam Branch

5" Floor, Gyeongnam Trade Center,

257 Jungang-daero (Yongho-dong), Uichang-gu,
Changwon-si, 51430 Gyeongsangnam-do, South Korea
Tel : (82-55) 286-9394~6, 9398

Fax : (82-55) 286-9399

Jeonbuk Branch

5" Floor, Korean Teachers Credit Union Bldg,

1 Ongoeul-ro (Seoshin-dong), Wansan-gu, Jeonju-si,
54949, South Korea

Tel : (82-63) 276-2360~5

Fax : (82-63) 276-2364

Gwangju-Jeonnam Branch

10" Floor, Kwangju Bank, 225 Jebong-ro (Daein-dong),
Dong-gu Gwangju, 61470, South Korea

Tel : (82-62) 226-4820~2, 6

Fax : (82-62) 226-4824

Jeju Branch

4" Floor, Economic and Trade Promotion Center,
473 Yeonsam-ro (Edo-2-dong), Jeju-si, 63217,
Jeju Special Self-Governing Province, South Korea
Tel : (82-64) 751-6601~2

Fax : (82-64) 751-6603

Sihwa Office

8" Floor, Siheung Business Center, 237, Sangidaehak-ro,
Siheung-si, 15073, Gyeonggi-do, South Korea

Tel : (82-31) 499-5590

Fax : (82-31) 499-5589

Cheonan Office

3 Floor, Nonghyup Bank Cheonan Office,
Buldang 14-ro, Seobuk-gu, Cheonan-si, 31169,
Chungcheongnam-do, South Korea

Tel : (82-41) 622-7516

Fax : (82-41) 622-7521

Overseas Representative Offices

Los Angeles Representative Office
915 Wilshire Blvd., Suite 1640, Los Angeles,
CA 90017, USA

Tel : (001-1-213) 622-4314~5, 4330

Fax : (001-1-213) 622-5316

Beijing Representative Office

Room 2902, A Layer 29, Hongtai East Puxiang Center,
Wangjing, Science Technology Business Park,
Chaoyang Dist, Beijing 1000012, China

Tel : (001-86-10) 6410-6437~9

Internet Phone : 070-8611-1701

Fax : (001-86-10) 6410-6440

Sao Paulo Representative Office

Alameda Santos, 880, 5°Andar Conj. 52/53
CEP:01418-100- Cerqueira Cesar, Sao Paulo SP, Brasil
Tel : (001-55-11) 3284-1105, 3285-1951

Internet Phone : 070-8611-1702

Fax : (001-55-11) 3284-4081

Paris Representative Office

13 rue Camille Desmoulins, 92441 Issy Les Moulineaux
Cedex, France

Tel : (001-33-1) 5804-2674

Internet Phone : 070-8611-1724

Fax : (001-33-1) 5804-2673

Ho Chi Minh City Representative Office
Diamond Plaza #1207, 34 Le Duan St., Dist.1,
Ho Chi Minh City, Vietnam

Tel : (001-84-8) 3824-6844~5

Internet Phone : 070-8611-1705

Fax : (001-84-8) 3824-6846

Shanghai Representative Office

Room 2210, Maxdo Center, No 8, Xingyi Road, Shanghai,
200336, China

Tel : (001-86-21) 5208-1181~2

Internet Phone : 070-8611-1739

Fax : (001-86-21) 5208-1186

New York Representative Office

460 Park Ave. 21st Floor NEW YORK, NY 10022, USA
Tel : (001-1-212) 355-2505

Internet Phone : 070-8611-1706

Fax : (001-1-212) 355-6231

Jakarta Representative Office

Wisma GKBI 21st. Fl., Suite2104,

JI. Jendral Sudirman Kav.28, Jakarta 10210 Indonesia
Tel : (001-62-21) 570-5565

Internet Phone : 070-8611-1707

Fax : (001-62-21) 574-1470

New Delhi Representative Office

605, Global Foyer, Golf Course Road, Sector 43,
Gurgaon, Haryana 122009, India

Tel : (001-91-12) 4410-6381~3

Internet Phone : 070-8611-1708

Fax : (001-91-12) 4410-6384

Panama Representative Office

Calle 50, Torre Global Bank, Piso 33, Officina 3304,
Panama City, Panama

Tel : (001-507) 394-9170~1

Internet Phone : 070-8611-1709

Fax : (001-507) 394-9173

Moscow Representative Office

Office 1650, 12 Mezhdunarodnaya-2,
Krasnopresnenskaya nab., 123610, Moscow, Russia
Tel : (001-7-495) 258-1539~41

Internet Phone : 070-7001-0849

Fax : (001-7-495) 258-1542

Global
Network

Dubai Representative Office

Unit OT 17-38 Central Park Towers, DIFC,
P.O. Box 507114, Dubai, UAE

Tel : (001-971-4) 399-1138

Internet Phone : 070-8611-1720

Tokyo Representative Office

Room 1056. South Tower 10th FI. Yurakucho Denki Bldg.
7-1 Yurakucho 1-chome, chiyoda-ku, Tokyo, Japan

Tel : (001-81-3) 3216-0601, 0677

Fax : (001-81-3) 3216-0602

Mexico City Representative Office

Capital Reforma Torre B Piso 17-A, Paseo de la Reforma
250, Col. Juarez, Del. Cuauhtemoc, Mexico, D.F. 06600
Tel : (001-52-55) 9155-7686, 7681

Internet Phone : 070-8611-8233

Fax : (001-52-55) 9155-7690

Overseas Representatives

Johannesburg, South Africa (Secondee to
KOTRA South Korea Business Center)

18" Floor, Sandton City Office Tower, Cnr. Rivonia Road &
5t Street, Sandton, PO Box 786703, Sandton City 2146,
South Africa

Tel : (001-27-11) 784-0607

Almaty, Republic of Kazakhstan (Secondee to
KOTRA South Korea Business Center)

3 floor, Pavilion 15, 42 Timiryazev Str, Aimaty, Kazakhstan
Tel : (001-7-727) 245-9493

Internet Phone : 070-8611-1710

Riyadh, Kingdom of Saudi Arabia (Secondee to
KOTRA South Korea Business Center)

105 Legend Tower, Tahlia Street North, King Fahad Road,
P.O.Box 220297, Riyadh 11311, Kingdom of Saudi Arabia
Tel : (001-966-11) 273-4496

Internet Phone : 070-8611-1714
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