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KIM Tae-hyun

Chairperson and Chief Executive Officer, National Pension Service

Initiated in 1988, the National Pension Plan was designed to contribute to the stability of Koreans’ livelihoods and the promotion
of their welfare. 34 years later, as of the end of 2022, it transformed into a trusted pension system serving more than 22.50
million contributors and 6.42 million beneficiaries. The National Pension Fund also grew exponentially from a humble start of

about KRW 500 billion to around KRW 890 trillion, cementing its position as one of the world’s largest pension funds.

2022 was a highly volatile and challenging year for the global economy and financial markets. The global market downturn, driven
by the prolonged Russia-Ukraine war, soaring inflation, and aggressive interest rate hikes, resulted in a significant decline in the
value of equity and fixed income holdings, which made up the lion’s share of our investment portfolio. However, our ongoing
efforts to diversify investment strategies with overseas and alternative assets, alongside thorough risk management, played a
pivotal role in mitigating the decline.

Throughout the year, National Pension Service (NPS) closely examined and coped with heightened volatility in global financial
markets, including geopolitical risks, by monitoring a crisis severity index and activating an emergency response system. In
addition, we concluded a currency swap arrangement with the Bank of Korea to secure stable access to foreign currency in a

period of sharp exchange rate fluctuations, ultimately helping reduce transaction risks and associated expenses.

Furthermore, we stepped up research activities on tax schemes in other countries. As a result, for the first time in the Republic
of Korea, NPS acquired the status of Qualified Foreign Pension Fund (QFPF) in the U.S,, entitled to tax exemption on investment
in U.S. real property. Accordingly, a tax refund of KRW 35 billion, part of the tax paid, has been approved, saving investment costs
incurred due to an increase in the Fund size.

In 2023, a range of discussions to enhance the sustainability of the National Pension Plan, including the improvement of both
pension and fund management systems, are taking place based on the results of the 5" National Pension Actuarial Valuation.
Going forward, NPS will actively support pension reform and strive to advance the fund management system, in a bid to boost

investment returns and realize our business principle of delivering a ‘National Pension that Makes All Korean People Happy.

Thank you.

CEOQ’s Message ClO’s Message

SEO Won-joo

Executive Fund Director and Chief Investment Officer, National Pension Service

NPS Investment Management (NPSIM), a dedicated fund management arm of NPS, was established in 1999 with an aim of managing and
investing the National Pension Fund in a more systematic and professional manner. Commenced with only six teams, NPSIM has evolved
into a global fund management organization, consisting of three Managing Directors, 14 divisions, and three overseas offices as of the end
of 2022.

In 2022, central banks in major economies maintained a tight stance of monetary policy in response to mounting inflationary pressure
from global supply chain disruptions, prolonged war, and rising commodity prices. Amid such circumstances, equities and fixed income,
which tended to move in opposite directions and offset each other, fell sharply in tandem at a pace not seen in decades.

Under these unprecedented and unfavorable conditions, our investments in financial assets delivered a negative return of 8.24% for
the year ended December 31, 2022. Yet, it is worth noting that this decline was largely attributable to unrealized losses in the value of
investments, and most of the losses have been recouped since the start of 2023 as financial markets remained relatively stable during
the period.

NPSIM continued its efforts to enhance investment returns in 2022 by increasing exposures to overseas and alternative assets and
diversifying investment portfolios by asset class and investment strategy. The Global Equity Research Team was created to apply its active
strategy to internally managed global equity, while the Risk Management Division was segregated into the Public Market Risk Management
Division and Private Market Risk Management Division to bolster expertise in risk management. Moreover, we developed a new global
benchmark index to cover the real estate specialty sector, and made our first commitment to a credit fund, dedicated to investing based

on environmental, social and governance (ESG) principles.

Looking ahead, NPSIM will further diversify the sources of investment income and enhance the flexibility of asset allocation to seek higher

investment returns amid growing uncertainty and investment complexity.

Thank you.




National Pension Fund at a Glance

Contributions, Investment Pension
etc. Income Benefits, etc. The Fund
: 0 =
o \@ So
KRW 738.7 tn + KRW 451.3 tn - KRW 2995 tn = KRW 890.5 tn
Revenues Expenses Total

Fund Portfolio

(in KRW trillion)

Welfare Sector & Others
0.1%

Short-term Assets
0.2%

Global Fixed
Income
YAV

Domestic Equity
14.1%

Domestic

Fixed Income
349%
Alternatives
16.4%
Global Equity
271%

Amount Weight

Key Economic Indicators

2021end ™M 2022end —@— Change

297765 2,23640

+1930bp +236.5bp

489%
;—W7.91 %

212293

1795%  3725% 1510%  3875%

Domestic

Domestic Global

Stock Index

Interest Rates

Notes:

1) (Stock Index) Domestic: KOSPI, Global: MSCI ACWI (ex-Korea, USD)

2) (Interest Rates) Domestic: Korea 3-year Treasury bond, Global: U.S. 10-year Treasury bond

Fund Performance

M Investment Income @ Investment Return

2022

3-Year
(2020~2022)

5-Year
(2018~2022)

Since

Inception
(1988~2022)

Total 890.5  100%
Financial Assets 889.8  99.9%
Domestic Equity 1254  14.1%

Global Equity 2409  27.1%

Domestic Fixed Income  311.2  349%
Global Fixed Income 63.3 7.1%
Alternatives 1462  16.4%

Short-term Assets 2.0 0.2%

Welfare Sector & Others 0.6 0.1%

Note: Financial assets include tactical FX exposure.

Notes:

820% ® -79.6 ’

(in KRW trillion)

‘83,8 ® 328%
-151,3 ® 394%

1) Investment income for a certain period refers to the total amount of investment income during the period.
2) Investment return for a certain period refers to an average annualized return during the period.



Growth of the Fund

(in KRW trillion)

9487

8905
8337
736.7
6216 6388
5583
512.3 '

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Fund Composition

: : : (%)
Fixed Income Equity [ Alternatives

(incl. short-term assets)

301

299
322 337 386 34.7 406 443 445
- b 41

604 60.0 570 548

531
200 479 447 428 423

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Note: Welfare Sector and Others are included, but not indicated.

Investment Income

[ ] . (in KRW trillion)
Annual Investment Income [l Cumulative Investment Income

91.2

721 .

734 -796

AN

230
16.7

11

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Investment Return

(%)
—@- 1-year 3-year Average 5-year Average 108

1.3

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Note: Based on money-weighted rate of return



2022 Highlights

Currency Swap
Arrangement with
the Bank of Korea

*NPS and the Bank of Korea formed a USD 10 billion
currency swap deal”, which run through the end of 2022,
to secure stable access to foreign currency needed for
its increasing global investments.

* A currency swap is a financial arrangement between two parties to
exchange currencies over a designated timeframe to gain exposure to
a desired currency.

+ When the demand for foreign currency increases, NPS
secures the currency through the Bank of Korea, which
offers longer maturities, as well as lower transaction risks
and expenses.

Bolstered
Responsible
Investment

+ The application scope of the exercise of voting rights
associated with global equities was expanded.
(portfolio weight: 0.5% — 0.3%)

* NPS joined the IFRS Sustainability Alliance.

*It is established to enhance communication between companies and
investors, and designed to develop and improve disclosure standards
that help companies disclose financially material, decision-useful
ESG-related information to investors.

* NPS commenced e-voting for domestic equities and
included the issuance of a responsible investment report
as an evaluation factor in the securities firm selection
process.

Tax Exemption
on U.S. Real Property
Investment as QFPF

« For the first time among Korean institutions, NPS
acquired the Qualified Foreign Pension Fund (QFPF)
status in the U.S. entitled to tax exemption on
investment in U.S. real property.

+ A tax refund of KRW 35 billion, part of the tax paid on
U.S. real property investments, has been approved, and
another tax refund of KRW 12 billion is on the way.

- This initiative has unlocked opportunities for other
pension funds in the country, such as Government
Employees Pension and Private School Teachers’
Pension, to seek tax refunds in the U.S.

fikiiiii
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* The Global Equity Research Team was newly created
under the Global Equity Division, to apply its active
strategy to internally managed global equity.

» The Risk Management Division was segregated into the
Public Market Risk Management Division and Private
Market Risk Management Division, to strengthen risk
management.

11
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1. National Pension Plan

The National Pension Plan is one of the major social insurance schemes in the Republic of Korea that aims
to ensure the stability of Koreans’ livelihoods and promote their welfare by providing old-age, disability and
survivor’s pension.

The Plan mainly consists of old-age, disability and survivor’s pension. The old-age pension benefits contributors reaching the
pensionable age after retirement. The disability pension benefits contributors who have a physical or mental disability due to
illness or injury. The survivor’s pension benefits bereaved family members of a deceased contributor or beneficiary.

The Plan was introduced in January 1988, covering employers and employees aged between 18 and 60 in establishments with
10 or more employees. Over time, the compulsory coverage was expanded gradually, and in April 1999, it was further expanded
to target the entire nation, unleashing the era of ‘Pensions for All Nation.” Along with the National Health Insurance, Employment
Insurance, and Worker's Compensation Insurance, the National Pension Plan is one of the major social insurance schemes in the

country with more than 22.50 million contributors and 6.42 million beneficiaries as of the end of 2022.

Number of Contributors (10000 persons)

2013 2,074
2014 2,13

2015 2,157

2016 2183

2017 2182

2018 2,231
2019 2,217 KRW 55.9 trillion
2020 2,211

2021 2,235

o2 R 2.250

Contributions collected
in 2022

Types of Contributors

1. National Pension Plan

2. National Pension Fund

In a bid to ensure the efficient implementation of the Plan, National Pension Service (NPS) was founded on September 18,
1987 pursuant to the National Pension Act. Since its inception, NPS has provided not only a range of pension services, including
pension enrolliment and payment, but also various welfare services, including old age preparation services, disability registration
screening, support for people with disability, and work capacity assessment for basic living allowance recipients.

As of the end of 2022, NPS had a headquarters, 112 regional offices, Disability Assessment Center and National Pension
Research Institute. The headquarters consists of 15 divisions, three centers, NPS Investment Management (NPSIM), Digital
Innovation Office, and Compliance Officer. Among them, NPSIM takes charge of investing and managing the National Pension

Fund that finances the payments of pension benefits.

Number of Beneficiaries (10000 persons)

2013 344
2014 359

2015 383

2016 414

2017 448
2018 460
2019 496 KRW 34.0 trillion
2020 539
2021

586
2022 642

Pension benefit paid
in 2022

Types of Pension Benefits

Old-age pension Disability pension Survivor’s pension
o

ﬁ Workplace-based Contributor

Employers and employees (including foreigners)

(0]s:1s), | Voluntarily Insured Contributor

Those who are insured voluntarily although their
subscription is not mandatory (e.g. full-time
housewives, students under the age of 27)

i

it

(VEN Bl oA Individually Insured Contributor

Those who are not workplace-based contributors, such
as the self-employed, farmers or fishers

o]+, | Voluntarily and Continuously Insured
Contributor

Those who wish to continue to make pension
contributions even after the age of 60, among current
or former contributors

| )
Old-age pension is paid to contributors
whose contribution period is at least ten
years, and the payment begins at the
year when contributors reach age 62 and

the benefit will be paid for their lifetime.

X For those born between 1957 and 1960,
the pensionable age is 62. For those born
afterward, the pensionable age will be
gradually escalated to age 65.

S

Disability pension is paid to contributors
who have a physical or mental disability
due to illness or injury, and meet certain

i requirements at the time of the first |
i medical examination of the relevant

illness or injury. The amount of pension
is subject to the level of disability in case
the disability persists even after the

: relevant illness or injury is completely :
¢ cured.

iiw
Survivor’s pension is paid to bereaved
family members of a deceased contributor
or beneficiary who contributed for a
certain period of time, when a family

member meets pension recipient
requirements.
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2. National Pension Fund

The National Pension Fund was established as reserve fund to finance pension benefits and secure financial
resources necessary for national pension services pursuant to Article 101 of the National Pension Act.

The Fund is generated by subtracting pension benefit payments and general & administrative expenses from revenues collected
from contributions and investment income. As of the end of 2022, the Fund reached KRW 890.5 trillion after subtracting KRW
2995 trillion in expenses from KRW 1,190.0 trillion in revenues, a combination of KRW 7387 trillion in cumulative contributions and
KRW 451.3 trillion in cumulative investment income.

According to the investment policy statement approved by the National Pension Fund Management Committee (FMC), the Fund is
managed in three areas: Financial Assets, Welfare Sector and Others. As of the end of 2022, 99.9% of the Fund, equivalent to KRW
889.8 trillion, was invested in Financial Assets, including equities, fixed income and alternatives, while 0.1%, equivalent to KRW 0.6

trillion, was managed in Welfare Sector and Others.

Fund Status
Expenses KRW 299.5 tn
KRW 288.6 tn (Pension Benefits)
+
KRW 10.9 tn (General & Administrative Expenses, etc.)
Revenues

KRW 1,190.0 tn

KRW 7387 tn (Contributions, etc.)
+KRW 451.3 tn (Investment Income)

The Fund KRW 890.5 tn

KRW 1190.0 tn (Revenues) - KRW 299.5 tn (Expenses)

1. National Pension Plan

2. National Pension Fund

At the end of 1988 when the National Pension Plan was introduced, the Fund was valued at KRW 527.9 billion. 34 years later,
at the end of 2022, the Fund grew exponentially to reach KRW 890.5 trillion, gaining prominence as one of the world’s largest
pension funds. The cumulative investment income since inception amounted to KRW 451.3 trillion, representing nearly 50.7% of
the Fund.

The Fund is managed with the aim of maximizing returns to ensure the long-term financial stability of the National Pension Plan.
To this end, NPS manages and invests the Fund in compliance with six investment principles: Profitability, Stability, Public Benefit,

Liquidity, Sustainability and Independence.

Investment Principles

=) &

Profitability Stability

National @

Pension Fund Liquidity

Profitability To pursue the highest possible returns to alleviate financial burdens on pension contributors, especially on future
generations

Stability To manage the Fund within risk tolerance levels while considering the volatility of gains and losses in investment
assets

Public Benefit ~ To take into account the spillover impact on the national economy and domestic financial markets, given the sheer
size of the Fund and the objectives of the National Pension Plan targeting the entire nation

Liquidity To secure liquidity to seamlessly meet its pension payment obligations and seek ways in advance to minimize
shocks on the domestic financial market, in particular when disposing of investment assets

Sustainability ~ To fulfill the fiduciary duty, particularly given ESG factors, to enhance the sustainability of assets under
management

Independence  To ensure that these principles are not compromised for other purposes
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About NPS

Purpose of Establishment
NPS Organization Structure (o.of employees : 7.301, as of Dec. 31, 2022)

To contribute to the stability of Koreans’ livelihoods and the promotion of their welfare
by providing old-age, disability, and survivor’s pension Headquarters | 15 divisions (incl. Secretary Office), 3 centers, NPSIM, Digital Innovation Office, Compliance Officer

Regional Offices | 112 regional offices, Disability Assessment Center, National Pension Research Institute

Mission

To contribute to the people’s

stable and happy life through NPS Organizational Chart (as of Dec. 31,2022)
sustainable pension benefits
and welfare services
Chairperson & CEO
Secretary Office

Core Values

Vision Our Value

To become a leading global Inclusion & Happiness

Executive Executive Director Exe:::ll\;:n[;lil;e:tor Executive Director Executive Fund
Auditor for Planning A for Welfare Director & CIO
Operations

pension fund contributing Responsibility & Trust

to people’s happiness over Fairness & Innovation Audit Division Planning & Coverage & Center for NPSIM
: Coordination Division Contributions Division Retirement
generations . .
Planning Service
Human Resource Benefits & Reviews — Main Office
Innovation Division Division |
Retirement Planning | Center for
TS Customer Support Service Division Retirement Planning
Administration Division Service
Business Principles pivision Center for Disabled Persons  ESi2iigealOffices

Support Division
Public International Affairs PP

Communications Disability

National Pension that Makes All Korean People Happy hiatan Social Insurances [~ Assessment Division
Information Portal
Safety & Maintenance Center [ Disability
Division Assessment Center

We will create an inclusive and reliable pension that is sustainable for the future.

Basic Pension

140434 TYNNNY ANN4 NOISN3d TVNOILYN ¢c0¢

18

Division
Win-Win Management Reliable Management Innovative Management
Goal from the people’s perspective Goal from the service perspective Goal from the institutional perspective
/\ RV 7 Regional Digital Innovation Compliance National Pension
- v B o 3 Headquarters Office Research Institute
M w
4 ~
xnnw v
. . . : ) ) B 112 Regional Information
We will actively support pension We will enhance public trust by We will become an institution that Offices Strategy Division
reforms in ways that enhance faithfully performing system operations, strengthens its capabilities with a
sustainability and create a solid fund management, and higher sense of ethics and ICT Center

pension that benefits all
Korean people.

welfare services.

promotes continuous
innovation.

19
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1. Governance

Pursuant to Article 102 of the National Pension Act, the Minister of Health and Welfare oversees the administration
and management of the National Pension Fund. Key matters on fund management are decided by the National
Pension Fund Management Committee (FMC) chaired by the Minister of Health and Welfare. In addition, the
National Pension Fund Management Practice Evaluation Committee (PEC) and three Special Committees assist the
FMC in decision-making.

According to the National Pension Act, the Minister of Health and Welfare has established the FMC, as the highest decision-making
body on fund management, that reviews and approves matters relating to fund management guidelines, asset allocation plans,
performance assessment, etc. The Minister of Health and Welfare is responsible for overseeing the management of the Fund and
has entrusted such activities to National Pension Service (NPS). To manage the Fund in a streamlined and professional manner,
NPS has formed the NPS Investment Management (NPSIM) as a dedicated investment arm where investment professionals
undertake a range of investment activities, including tactical asset allocation, investment execution, market monitoring, and
portfolio management. Furthermore, the Minister of Health and Welfare formulates an annual fund management plan, which is to
be reviewed by the FMC and State Council, and then approved by the President of the Republic of Korea. Following this, the plan is
submitted to the National Assembly for final approval.

Fund Management Governance

Submit a draft fund management plan

State Council National

'
| 4

President Assembly

After reviewing fund
usage, report the details
and submit relevant
materials

Present a draft fund
management plan to
State Council and obtain
approval from President

Provide a guideline for preparing for
a fund management plan

Ministry of Ministry of

v

Health and
Welfare

Economy and

>

Finance

Discuss and submit a draft fund
management plan

National Pension Fund Management Committee (chaired by Minister of Health and Welfare)

?

National Pension Fund Management Practice Evaluation Committee (chaired by Vice Minister of Health and Welfare)
2 4+ Y
Special Committee on Risk

Special Committee Special Committee on Responsible
) Management and Performance
on Investment Policy Investment & Governance . .
Evaluation & Compensation
NPS NPSIM > Auditor
Risk Management Committee Investment  Alternative Investment  Investment Management Compliance
National Pension Research Institute Committee (Sub-) Committee Committee Officer

Established under Article 103 of the National Pension Act, the FMC is composed of 20 members: six ex officio members,
including the Minister of Health and Welfare as chair, the CEO of NPS, and four vice ministers of related ministries; 12 persons
who represent employers, employees, and individually insured persons appointed to enhance their representation and the
transparency of fund management; two external experts with in-depth knowledge and experience in national pension. The FMC
holds meetings at least four times a year to review and decide on matters relating to fund management guidelines, a mid-term

asset allocation plan, annual fund management plan, risk management, performance assessment, compensation, etc.

In order to gain expertise and efficiency in investment decision-making, the PEC has been formed as a sub-committee of
the FMC according to Article 104 of the National Pension Act. The PEC is composed of accountants, lawyers and experts
in economics, business management and financial fields, and provides technical and professional advice on agendas to be
proposed to the FMC in advance. The PEC consists of six ex officio members, including the Vice Minister of Health and Welfare
as chair and five government officials designated by the FMC's ex officio members, 12 persons who represent employers,

employees, and individually insured persons, and two experts in related fields.

Decision Making Framework

National Pension Fund Management Committee (chaired by Minister of Health and Welfare)
Review and Composition Responsibilities
Decide on Six ex officio members including chair and Set a basic investment policy direction;
Agendas 14 persons representing employers, employees, Determine fund management guidelines;
and individually insured persons (20 in total) Design strategic asset allocation, etc.
4
National Pension Fund Management Practice Evaluation Committee
Conduct a (chaired by Vice Minister of Health and Welfare)
Preliminary Composition Responsibilities
Review on Chair, five persons designated by the FMC's ex officio - )
Agendas ) Conduct a preliminary review on agendas
members, 14 persons representing employers, )
o . . to be proposed to the FMC in advance
employees, and individually insured persons (20 in total)
4
. . Special Committee on
. . Special Committee on .
Special Committee on . Risk Management and
. Responsible Investment & .
Investment Policy Performance Evaluation &
. Governance .
(chaired by a person elected . Compensation
. (chaired by a person elected .
among full-time members) . (chaired by a person elected
among full-time members) .
among full-time members)
Provide S ‘t‘ g 't‘ 2 ‘t‘
Advice and omposition omposition omposition
Review Three full-time members, three ) ) Three full-time members, three
. . Three full-time members and six )
Specific FMC members, and three experts in experts in related fields FMC members, and three experts in
Matters related fields b related fields
Responsibilities Responsibilities Responsibilities
) ) Make recommendations on
) ) . ) Review key matters relating to the
Provide advice on key policies relating ) ) performance assessment
exercise of shareholder rights and o ) )
to fund management L policies, and review and decide on
conduct of responsible investment ) .
compensation policies
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At the same time, in a bid to review and examine agendas to be proposed to the FMC in advance, three special committees —
Special Committee on Investment Policy, Special Committee on Responsible Investment & Governance, and Special Committee
on Risk Management and Performance Evaluation & Compensation — have been established pursuant to Article 103-3 of the
National Pension Act. Each special committee is composed of nine members, including three full-time members, one of whom
serves as chair of each special committee.

As part of efforts to foster constant discussions and enhance expertise and representation in investment decision-making, a
full-time expert system was introduced in 2020 through amendments to the Enforcement Decree of the National Pension Act.
Organizations of employers, employees and individually insured persons recommend one expert each, who is appointed as full-

time member of special committees, and one of the three full-time members serves as chair of each special committee.

The Special Committee on Investment Policy reviews and makes recommendations on matters relating to major plans for an
annual fund management plan, investment standards, development of new investment policies, change in existing investment
policies, etc. The Special Committee on Responsible Investment & Governance examines and decides on key matters relating
to stewardship activities, including responsible investment and exercise of shareholder rights, and reports the results to the
FMC. The Special Committee on Risk Management and Performance Evaluation & Compensation makes recommendations
on policies relating to risk management, performance assessment and compensation, and reviews and decides on the
performance-based incentive ratio of NPSIM employees.

Moreover, in order to strengthen expertise in each field and improve transparency in investment decision-making, NPS has
internal committees: Risk Management Committee, Investment Committee, Alternative Investment (Sub-) Committee, and
Investment Management Committee.

The Risk Management Committee is composed of the CEO of NPS as chair, CIO of NPS, and five to seven external experts. The
Committee reviews and approves matters relating to key risk management prior to investment execution, examines reports on
the performance status after investment execution, and recommends corrective actions when necessary.

The Investment Committee consists of the CIO of NPS as chair, Managing Directors, division heads, and up to three team leads
appointed by the chair. The Committee reviews and approves investment guidelines and plans for all investment assets executed
by NPSIM.

The Alternative Investment Committee, a separate decision-making body for alternative assets, is aimed at strengthening
efficiency and expertise in investment decision-making for the asset class. The Committee is composed of the CIO of NPS
as chair, three internal members (excluding division heads involved in projects under review), and three external experts. The
Committee reviews and approves investment decisions and changes in alternative investment. In order to simplify the approval
process, the Alternative Investment Sub-Committee was formed in 2019. The Sub-Committee’s chair is appointed by the
ClIO from among division heads excluding division heads involved in projects under review, and the committee is composed of

members from among team leads and heads of overseas offices excluding team leads involved in projects under review.

The Investment Management Committee is composed of Managing Director of Risk Management & Legal as chair, three internal
members appointed by chair from among division heads or team leads, and three external members. The Committee’s review
result is not subject to approval, but recorded in associated agenda items to refer to the Investment Committee or Alternative
Investment Committee.

the MoHW at www.mohw.go.kr.

NPS Fund Management-Related Committees

1. Governance
2. Process

3. NPSIM

Agenda ltems Meeting Composition
+ Matters relating to basic guidelines on risk
management
+ Matters relating to setting and managing risk
appetite or risk tolerance Periodically + No. of members: 7 to 9
Risk
+ Matters relating to designing and operating risk (atleast four  + Chair: CEO
Management )
Committee management systems times a vear) . Members: CIO and 5 to 7 external
« Matters relating to risk management on new Occasionally experts
investment assets or methods
+ Other matters deemed necessary by chair to vote at
ameeting
) ) + No. of members: 16 to 19
+ Matters relating to preparing annual and monthly
investment plans Periodically + Chair: CIO
Investment . . . ) ) )
Committee Matters relating to selection and management of (Monthly) Members: 15 members including
counterparties to transaction Occasionally Managing Directors and division heads,
. as well as up to 3 team leads appointed
+ Other matters deemed necessary by chair . P PP
by chair
+ No. of members: 7
+ Chair: CIO
* Members: 3 internal members
(Managing Director or Head of
Investment Strategy; Managing
Director of Risk Management &
. Legal or Head of Private Market Risk
Alternative N decisi Ki dch ] L
Investment nvestment decision-making and change in Management; 1 division head at NPSIM
(Sub-) alternative investments Occasionally (excluding divisions with projects under
ub-
. i review) and 3 external experts
Committee Other matters deemed necessary by chair ) P
X External expert pool is formed in four areas:
Infrastructure, Real Estate, Private Equity
& Venture Capital and Natural Resources
Development
% Chair of Alternative Investment Sub-
Committee is appointed by ClO from among
division heads at NPSIM (excluding division
head involved in projects under review)
+ Matters relating to disposal of investment assets * No. of members: 7
when investee companies are in default, etc. + Chair: Managing Director of Risk
Investment i isi ing ri Management & Legal
Management Matters relajtlng to exer;ls!ng vptlng rlghts OI’T Occasionally 8 8
Committee agendas which are not limited in laws in relation to + Members: 3 internal members (division

disposal of non-performing assets among externally

managed funds

heads or team leads appointed by
chair) and 3 external experts

)
o
N
N
Z
|
O
=
>
=
o)
=
pd
()
o
=
5
c
=
o
>
=z
=
[
>
=z
o)
22
o
o
3
_{




@ II. Fund Management System 1. Governance S
2. Process NS

z

3.NPSIM 5

(@)

zZ

>

—

O

m

z

(%)

S

2. Process =
=z

o

. ) ) ) ) . ) . . >

2-1. Asset Allocation A mid-term asset allocation plan, a target for the next five years, is established in consideration of expected returns and volatility by %
asset class based on internal and external economic outlook such as gross domestic product (GDP) and consumer price index (CPI). ;C>

=

An annual fund management plan presents annual target allocation to each asset class as a strategic action plan that reflects portfolio S

Pursuant to the National Pension Act, the Guideline for National Pension Fund Management, an investment policy statement, status, as well as financial and economic conditions at hormne and abroad. 3
is prepared by the Minister of Health and Welfare, and then reviewed and decided by the National Pension Fund Management 3

Commiittee (FMC) for implementation. The Guideline prescribes investment objectives, investment principles, organizational Moreover, the FMC sets a target excess return that NPS has to achieve through active management, presenting the level of activeness

structure, roles and responsibilities in fund management to enhance long-term returns. When determining the target excess return, active risk is also determined to

present a total risk level that NPSIM can harness.

The FMC presents a five-year target return and risk tolerance in consideration of the mid-term outlook on the real economy and

financial markets with the aim of improving the profitability and stability of the Fund in line with the growing size, and to achieve NPS executes investment through NPSIM, its dedicated investment arm, in accordance with policies and guidelines approved by

this, sets target asset allocation. the FMC, and manages investment portfolios given the characteristics of each asset class. NPSIM sets forth investment plans after

reflecting financial markets and economic conditions, and then the plans are reviewed and approved by the Investment Committee,
The target return is determined by ‘real GDP growth + CPl inflation + adjustments.’ This formula is aimed at preserving real an internal investment decision-making body. For alternative assets, such as infrastructure and real estate, the Alternative Investment
effective value, in order to not only preserve real value of assets under management and but also cope with change in liability Committee, composed of internal and external experts, makes investment decisions following investment feasibility analysis and

) . . L g . ) o
value in the future. The risk tolerance is controlled to be within -15% of Conditional Value at Risk (CVaR) at 95% confidence level. preliminary risk assessment.

Mid-term Asset Allocation & Annual Fund Management Plan

Fund Management Process In 2022, the FMC presented a target return of 54% for the five-year period through 2027 in consideration of projections on

real GDP growth and CPl inflation. In addition, the Committee developed an optimal asset allocation plan by forecasting volatility

Guideline for National Pension Fund Management

) n rrelations amon: I n th is of ex returns and time-seri from benchmark, as well
ISt B ey ST and correlations among asset classes on the basis of expected returns and time-series databases from benchmark, as well as

+

considering fund management policy directions.

National Pension Fund i X According to the mid-term asset allocation plan, a target portfolio of the Fund for the period through 2027 was determined
. Mid-term Asset Allocation Plan ) . ) o i )

Management Committee ® Mid-term Asset Allocation @ Extarnal M t Direction. FX Hedze Poli with £55% in Equity, £30% in Fixed Income and +15% in Alternatives. Furthermore, the FMC developed an annual fund

. id-term Asset Allocation @ External Management Direction, edge Policy
(Ministry of Health and Welfare) management plan for the year 2023 by reflecting revenues and expenses of the Fund based on target asset allocation to
¢ each asset class set by the mid-term asset allocation plan. An implementation portfolio for the year 2023 was set with 15.9%
Annual Fund Management Plan in Domestic Equity, 30.3% in Global Equity, 32.0% in Domestic Fixed Income, 80% in Global Fixed Income and 138% in

@ Annual Asset Allocation @ Annual Target Excess Return (for the Fund) Alternatives.

Target Portfolio Through 2027 . Target Portfolio for 2023

Annual Investment Plan

@ Annual Tactical Asset Allocation and Investment Strategies by Asset Class
@ Annual Target Excess Return by Asset Class
3 Annual Risk Tolerance by Asset Class

Alternatives
13.8%

Alternatives
+15%

Domestic

Equity
3 Global 15.9%
Fixed
NPS Investment Management Income

Monthly Investment Plan

(National Pension Service) 8.0%

Capital Allocation

Investment Execution

Domestic
Fixed Income
32.0%

) . o Fixed Income
Deployment and Execution, External Management Control, Exercise of Voting Rights, +30%

Settlement/Actuarial, Risk Management, etc

Equity
30.3%
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2-2. Investment Execution by Asset Class Investment Guideline by Asset Class

Asset Class Investment Guideline

At NPS, the National Pension Fund is managed in three areas: Financial Assets, Welfare Sector and Others. The Financial Assets
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. . . . . ) . . L (D Pursue long-term investment horizons and maximize returns within acceptable risk tolerance
include domestic equity, global equity, domestic fixed income, global fixed income, alternatives, and other financial instruments. : ) : i » i
@ For internal management, construct investment universe, a pool of investable securities; form an investment

Benchmarks by Asset Class

Fixed Income

The purpose of classifying assets into different asset class is to diversify the investment portfolio to improve profitability and Domestic S e . ) ) ) )
Equity portfolio with the equities in the universe; pursue passive management from a mid- to long-term perspective
stability in fund management. To this end, NPS has continued to examine and implement ways to further diversify the portfolio. ® For external management, diversify investment styles by utilizing diverse investment techniques of external
NPS uses benchmarks for each asset class as a performance assessment indicator and investment direction. As benchmarks managers; pursue active management
imply investment directions and principles, the feasibility and validity are subject to constant review and enhancement. In this
context, the benchmarks are reviewed on a yearly basis and may be changed upon approval of the FMC when necessary. (D Hold bonds to maturity and diversify investment portfolio by bond type, issuer, industry (corporate bond), and maturity
structure to generate long-term stable returns
Domestic

@ Seek excess return by adjusting duration within a certain range while considering an issuer’s credit rating and spreads
with risk-free bonds

(® Submit to the FMC the total credit exposure for each issuer and group of bonds exposed to credit risk on a yearly basis

Asset Class Benchmark Index
Domestic Equit KOSPI
quity (D Seek to improve the efficiency of asset allocation by diversifying investment sources
MSCI AC World Index Global @ Build a strong network with global leading peers worldwide to advance investment techniques
Global Equity (ex Korea, Unhedged-to-KRW, customized tax rate) Assets ® Expand exposure to global assets over the long-term horizon given future asset sales at the peak of the Fund for
(Customized dividend's tax rate is calculated based on actual tax rate applying to dividend]) pension benefit payments, and minimize adverse impacts of such asset sales on the domestic financial markets
@ Submit to the FMC the total FX exposure on a yearly basis
Domestic Fixed Income Customized Index
Global Fixed Income NPS Customized Index (D Seek to enhance the efficiency of fund management by using risk-return profiles of alternative assets different
(ex KRW, Partial hedged (Other Currencies-USD), Unhedged (USD-KRW)) from traditional assets such as equity and fixed income
. . ) o @ Note that alternative assets include real estate, infrastructure, venture capital, corporate restructuring vehicle
Domesm. Private (KOSPI .3—Year Average Annualized Return+ 2.5%)xw1 (CRV), private equity, hedge fund, natural resources development, and tactical investment program, etc.
Equity + (Domestic Fixed Income BM 3-Year Average YTM + 1.5%)x(1 - w1)
. (3 Set an annual commitment limit considering that capitals are invested on several occasions during an investment
Alternative iod
: f Assets perio
Global Private Equity Peer Group Index IRR (@ Establish a separate decision-making body for alternative assets, ‘Alternative Investment Committee,” to enhance
efficiency and expertise in investment decision-making
Domestic Real Estate IPD Korean Index x w2 + [Domestic CPI Inflation (Actual) +5%] x (1 - w2) ® Obtain advice from external experts or professional agencies when establishing detailed investment plans,
executing iinvestments, and conducting post-investment management
Alternatives Global Real Estate Weighted Average Top 7 IPD Country Index ) o
(® Make every effort to capture new investment opportunities
. [Domestic CPI Inflation (Actual) + 4%] x w3
Domestic SOC L
+ [Actual Return from Existing Investment x (1-w3)]
(D Note that short-term assets include idle assets held temporarily for the purpose of paying out pension benefits or
Global investing in mid- to long-term assets.
I T 0,
Infrastructure KRW Hedged Return of "OECD CPl Inflation (Actual) + 5%, Short-term @ Keep Korean won-denominated short-term assets to a minimum, and invest in high-return securities for an
Assets investment period of up to three months, upon review of the stability and liquidity of such securities
Hedge Funds HFRI FoFs x 0.5 + [USS. Short-term Interest Rates (90 days T-bills) + 4.5%] x 0.5 (3 Manage short-term assets denominated in foreign currencies in a way to maintain the stability of foreign currency
liquidity, and invest within USD 3 billion of daily average balances of each quarter in consideration of effects on
Notes: ‘ . . - o _ foreign exchange markets
1) wl: Weight of investment in domestic private equity in the corresponding year
2) w2: Annual increase of 10%p from the initial weight of 50% (IPD Korean Index only has been used since 2018)
3) w3: Actual weight of vintages after the establishment of the corresponding benchmark Securities - o . .
4) When conducting performance assessment, Total Return Index is applied. Lending (@ Conduct securities lending in pursuit of excess return to the extent that does not harm the stability

5) Benchmark indexes for alternative assets are used as performance assessment benchmark.
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2-3. Risk Management

NPS defines risks that may affect the stability and profitability of the National Pension Fund into five risks —market risk, credit
risk, liquidity risk, operational risk, and legal risk — and closely manages and oversees them. In addition, NPS sets a total risk
tolerance for the Fund and risk tolerance for each asset class on a yearly basis according to strategic asset allocation, and
monitors them at all times. As investment returns are generated through adequate risk-taking and risk management, NPS is
fully committed to managing risks in a systematic way to prevent exposure to excessive or additional risks relative to returns.

At NPSIM, both Public Market Risk Management Division and Private Market Risk Management Division, dedicated risk
management divisions, manage investment risks, and the Risk Management Committee, consisting of the CEO of NPS as chair
and external experts, has been established to control risk associated with investment activities in a more efficient way. At NPS
level, Compliance Officer independently conducts internal control activities; audits are undertaken from time to time by an

internal audit division, the Board of Audit Inspection, the National Assembly, etc.

Risk Type and Definition
. * Market risk is the possibility of decline in value of assets under management resulting from movements in market
Market Risk ) o i - )
variables such as stock prices, interest rates, and exchange rate, and is measured using Value-at-Risk (VaR).
Credit Risk « Credit risk is the possibility of loss or decline in value of assets, arising from the failure of an issuer or counterparty
to perform its obligations under a contract, and is measured by exposures, expected losses, unexpected losses, etc.
. « Liquidity risk is the possibility of loss due to the inability of trading at a fair price with immediacy as a result of lack
Liquidity Risk o .
of liquidity, slowdown of market transactions, etc.
Operational + Operational risk is the risk of financial or reputational loss that can result from inadequate internal control, work
Risk process, system errors, human errors, misconducts, etc.
Legal Risk * Legal risk is the possibility of loss that can arise from misinterpretation of laws, contractual errors, etc.

Risk Management Process

National Pension Research Institute National Pension Fund Management Committee

| « Establish a mid-term asset allocation plan and annual
Planning

fund management plan
« Set target active risk
« Define risk and performance

+ Conduct actuarial projection of national pension

NPS Investment Management Risk Management Committee
« Establish annual and monthly investment plans « Set risk tolerance for each asset class (market,credit,
+ Develop means to manage each risk and active)
+ Establish a risk management system « Develop risk management standards

Public-Private Market Risk

L Investment Legal Team Compliance Officer Audit Division
Management Division
]} . . .
L. + Measure risk tolerance ) + Check compliance with
Monitoring ) ; . + Conduct internal control
+ Monitor and manage risks  * Manage legal risk fund management

* Manage operational risk

+ Control exposures plan

2-4. Performance Assessment

The objectives of performance assessment on fund management are to enhance public trust by disclosing performance
results in an objective and transparent manner, as well as to improve and advance fund management practices using such
results. Performance assessment is conducted on a yearly basis for a period of three years or longer, and includes quantitative
comparative analysis on each benchmark and qualitative analysis including improvements in investment systems and risk
management activities.

Performance assessment for a year commences with the development of performance assessment reports by both the
National Pension Research Institute and a third-party agency selected by the Minister of Health and Welfare. Once prepared,
the reports are submitted to the Special Committee on Risk Management and Performance Evaluation & Compensation for
review, then to the National Pension Fund Management Practice Evaluation Committee for deliberation, and then to the National
Pension Fund Management Committee for approval. Through this process, the performance assessment is finalized around at
the end of June in the following year.

Performance assessment on fund management is undertaken in compliance with the Global Investment Performance Standards
(GIPS®). A time-weighted return is used for performance assessment in principle, while a money-weighted return is used for the
Fund. In addition, a rate of return in book value may be utilized in parallel, depending on investment conditions of assets. All rates
of returns are calculated after deducting actual transaction costs incurred during the period of performance assessment from
total revenues including realized and unrealized gains and losses.

Performance Assessment Reporting Process

Materials

rovided . .
P National Pension

Research Institute + Review and decide on a draft performance
assessment on fund management

Special
Committee on Risk
Management and
Performance Evaluation
& Compensation

National .
National

Report Pension Fund Report

Pension Fund
Management
Committee

Management
Practice Evaluation
Committee

Third-party
Agency

+ Develop a draft performance assessment
Materials

provided on fund management

+ Review and give advice on risk management and performance assessment
* Review evaluation reports and made policy recommendations Feedback
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3. NPSIM

As part of efforts to cope with an ever-evolving financial and economic landscape in an effective manner and
manage the National Pension Fund in a more systematic and professional way, NPS Investment Management (NPSIM)
was established as a dedicated investment arm of NPS. To achieve this, NPSIM focuses on attracting and retaining
top talents with years of experience in finance and investment, including market analysis, portfolio management,
trading, and risk management.

At the inception, the Fund was deposited as public capital, predominantly in the public sector and fixed income securities,
as the size was small. However, since the Asian Financial Crisis in the late 1990s, the Fund has been excluded from a
compulsory deposit scheme and experienced exponential growth in size, triggering the need for professional investment
and exposures to a wide range of financial assets. Against this backdrop, NPSIM was established in November 1999 with

the aim of professionally addressing rapidly evolving investment landscapes and efficiently managing the Fund.

In response to the sharp increase in Fund size, the emergence of diverse financial products, and increasingly globalized
investment environment, NPSIM began investing in overseas assets in 2001 to deliver stable returns, and has diversified
the investment portfolios since 2003. In line with this, a number of investment professionals have been hired across all
asset classes, domestic and global, including traditional assets - equity and fixed income - and alternative assets - real
estate, infrastructure, private equity — while investment and risk management functions have been newly created and
segregated. At the same time, in keeping with its strategy to expand the exposure to global assets, overseas offices have
been established in New York, London, and Singapore. The team of investment professionals across overseas offices
monitors the trend of financial markets and builds a network with global leading peers. Also, to gain local market access
and source the best investment opportunities which require local knowledge, local investment professionals are employed

as well.

In 2022, the Global Equity Research Team was newly created under the Global Equity Division, to expand the application
of active strategy of to internally managed global equities in line with an increase in global investments. In addition,
the Risk Management Division was segregated into the Public Market Risk Management Division and Private Market
Risk Management Division, to enhance expertise in overall risk management and strengthen risk management for the

particular markets.

Launched with just 40 staff in six teams, NPSIM has constantly revamped its organization to align with the growth of
the Fund and portfolio diversification strategy. As of the end of 2022, NPSIM was composed of a ClO, three Managing
Directors, 14 divisions, and three overseas offices with a total of 435 employees, including the CIO, 365 portfolio managers
and 69 support staff.

Compliance Officer

In 2007, NPS adopted the Compliance Officer system and created a Compliance Team under NPSIM to secure the transparency
of fund management activities and oversee legal compliance before and after investment execution. In keeping with the growth
of the Fund in size requiring compliance-specific expertise, in 2010, the Compliance Team was segregated from NPSIM and
upgraded to Compliance Division placed directly under the CEO of NPS. Compliance Officer performs internal control in relation
to fund management activities and monitors compliance of all NPSIM employees with relevant laws and Code of Conduct.

1. Governance
2. Process
3. NPSIM

NPSIM Organizational Chart

(as of Dec. 31,2022)

Managing Director,
Investment
Strategy and Responsible
Investment & Governance

Investment
Strategy Division

Investment Strategy Team
TAA Team

Investment Research Team

Global Responsible Investment
& Governance Division

Responsible Investment Team

Corporate Governance Team

Domestic Equity Division
Equity Strategy Team
Equity Research Team
Equity Passive Investment Team

Equity External Investment Team

Global Equity Division
Global Equity External Management Team
Global Equity Internal Management Team

Global Equity Strategy Team

Global Equity Research Team

Chairperson & CEO

Compliance Officer

Executive Fund Director & CIO

Managing Director, Managing Director,
Risk Management Investment Operations,
& Legal IT and External Affairs

Public Market Risk
Management Division

Public Market Risk Managerment Team
Performance Analysis Team

Financial Engineering Team

Private Market Risk
Management Division

Private Equity Risk Management Team

Real Asset Risk Management Team
I
Investment Legal Team

Domestic Fixed Income
Division
Treasury Investment Team

Credit Investment Team

Fixed Income External Management Team

Global Fixed Income Division

Global Rates Team
Global Credit Investment Team

FX Management Team

New York Office London Office

Investment
Operations Division

Operation Support Dept.
Planning & HR Dept.

Settlement &
Accounting Dept.

Public Market Investment
Service Dept.

Private Market
Investment Service Dept.

Private Equity &
Venture Capital
Investment Division

Asia Private Equity
Investment Team

Americas Private Equity
Investment Team

Europe Private Equity
Investment Team

Strategic Alternative
Investments Team

IT Division
IT Management Team
[T Analytics Team

[T Planning Team

Real Estate
Investment
Division
Asia Real Estate
Investment Team

Americas Real Estate
Investment Team

Europe Real Estate
Investment Team

Singapore Office

External Affairs
Division
Institutional Relations Team

Public Relations Team

Infrastructure
Investment
Division
Asia Infrastructure
Investment Team

Americas
Infrastructure
Investment Team

Europe Infrastructure
Investment Team
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Achieved KRW 900tn
2019

TheFund L .
Achieved KRW 700tn ...

The Fund e
Achieved KRW 400tn

JCEICNN | D | D
2003 Achieved KRW200tn e
The Fund RS
Achieved KRW100tn ..o
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1988

« Established the National Pension
Fund (KRW 5279 billion in AUM)

» Commenced investment in domestic

fixed income

1990

+ Commenced investment in domestic
equity

1999

« Established the NPS Investment
Management

+ Reformed the National Pension
Fund Management Committee
(Amendments made on Chair from
Minister of Economy and Finance to
Minister of Health and Welfare, and the
number of Members from 15 to 20)

2001

+ Commenced global investment

2002

+ Commenced investment in domestic
venture capital

+ Commenced investment in global
equity

2003
+ Achieved KRW 100 trillion in the Fund

2004

+ Commenced investment in domestic
real estate

2010

2005

+ Commenced investment in domestic
private equity fund (PEF) and
infrastructure

+ Commenced investment in global PEF

2006

+ Launched externally managed
responsible investment funds

+ Commenced investment in global
real estate

2007

« Commenced investment in global
infrastructure

+ Achieved KRW 200 trillion in the Fund

2014

2010 2015
+ Achieved KRW 300 trillion in the Fund + Opened the Singapore Office
+ Achieved KRW 500 trillion in the Fund

2011
+ Opened the New York Office 2016
+ Commenced investment in global
2012 hedge fund
+* Opened the London Office
2017
2013 - Achieved KRW 600 trillion in the Fund

+ Achieved KRW 400 trillion in the Fund « Relocated NPSIM to Jeonju

2018

+ Adopted Responsible Investment
& Governance Principles
(Stewardship Code)

2019

+ Commenced investment in global
private debt

+ Achieved KRW 700 trillion in the Fund

2020

+ Created Managing Director
Positions (Investment Strategy,
Risk Management, Investment
Operation)

+ Achieved KRW 800 trillion in the
Fund

2021

+ Segregated the Global Public Market
Division into the Global Equity Division
and Global Fixed Income Division

+ Commenced investment in Multi-
Asset

+ Achieved KRW 900 trillion in the Fund

2022

+ Segregated the Risk Management
Division into the Public Market Risk
Management Division and Private
Market Risk Management Division

+ Acquired the Qualified Foreign Pension
Fund (QFPF) Status in the U.S.
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1. Fund Portfolio

As of the end of 2022, the National Pension Fund was valued at KRW 890.5 trillion, mainly investing in equities, fixed
income, and alternative assets. NPS harnesses external managers and strives to expand global exposures in an
effort to enhance investment returns.

The Fund is managed in three areas: Financial Assets, Welfare Sector and Others. 99.9% of the Fund is invested in Financial Assets,
including equities, fixed income, and alternatives, while 0.1% is used for the Welfare Sector and Others.

By asset class, equity assets were valued at KRW 366.3 trillion, down KRW 56.2 trillion from a year ago. Among them, domestic
equity assets stood at KRW 1254 trillion, down KRW 40.4 trillion from the previous year, while global equity assets stood at KRW
24029 trillion, down KRW 157 trillion year-over-year.

Fixed income assets were valued at KRW 374.5 trillion, down KRW 294 trillion from a year ago. Among them, domestic fixed income
securities stood at KRW 311.2 trillion, down KRW 288 trillion from the previous year, while global fixed income securities stood at
KRW 63.3 trillion, down KRW 600 billion year-over-year.

The Fund is invested not only in traditional assets such as equities and fixed income, but also in alternative assets such as real
estate, infrastructure, and private equity. As of the end of 2022, alternative investment accounted for 16.4% of the Fund, equivalent
to KRW 146.2 trillion. Among them, KRW 24.4 trillion was invested in domestic real estate, infrastructure, venture capital, and private
equity, while KRW 12138 trillion was invested in global real estate, infrastructure, private equity and hedge fund. Compared to the end
of 2021, the allocation to alternative assets increased by 3.8%p, equivalent to KRW 26.9 trillion.

Fund Composition . .
(market value, in KRW 100 million, %, %p)

2022 End (A) 2021 End (B) Change (A-B)

Amount Weight Amount Weight Amount Weight
Total Fund 8,904,657 100.0 9,487,194 100.0 -582,536 0.0
Financial Assets 8,898,353 99.9 9,481,060 99.9 -582,706 0.0
Equity 3,662,671 41.1 4,224,324 44.5 -561,654 -34
(Domestic) 1,253,730 14.1 1,658,077 17.5 -404,346 -34
(Global) 2,408,940 27.1 2,566,248 27.0 -157,307 0.1
Fixed Income 3,744,738 421 4,038,870 42.6 -294,133 -0.5
(Domestic) 3,111,856 34.9 3,399,907 358 -288,052 -0.9
(Global)) 632,882 7.1 638,963 6.7 -6,081 0.4
Alternatives 1,462,322 16.4 1,193,054 12.6 269,268 38
(Domestic) 244261 2.7 250,328 2.6 -6,067 0.1
(Global) 1,218,061 13.7 942,726 9.9 275,336 38
Short-term Assets 20,171 0.2 24,811 0.3 -4,640 -0.1
Welfare Sector 2,036 0.0 2,005 0.0 31 0.0
Others 4,267 0.0 4,128 0.0 139 0.0

Notes:

1) Financial Assets include tactical FX exposures.

2) Welfare Sector includes a recreational facility for employees (Cheong Pung Resort), credit recovery support loan, and emergency loan for the elderly (NPS
Silver Loan).

3) Others include company buildings and fund in custody.

4) The figures above might not add up due to rounding.

Meanwhile, NPS invests some portion of the Fund through external managers with expertise and capabilities in targeted asset
classes to diversify risk and gain access to multiple sources of investment income. Given the sheer size of the Fund, the assets
are managed both internally and by external managers. The target range of external management for each asset class is
determined by the FMC, and accordingly, NPS conducts external management within the set range in consideration of asset
characteristics, market conditions, GP’s capabilities, etc. As of the end of 2022, externally managed assets were valued at KRW
4257 trillion, down KRW 6.1 trillion from a year ago, and external management accounted for 47.8% of the Financial Assets

portfolio, up 2.3%p from the previous year.

Furthermore, NPS has increased global exposure to bolster investment returns and minimize the impact of a large amount
of the Fund relative to the country’s GDP on the domestic market. Since global investment commenced with Korean bonds
denominated in foreign currency in 2001, NPS has gradually increased exposure to overseas assets in terms of type and value.
Currently, NPS invests in a wide range of asset classes globally, including real estate, private equity, infrastructure, and hedge

fund, in addition to equities and fixed income.

As of the end of 2022, global investment stood at KRW 4264 trillion, up KRW 11.3 trillion year-over-year, and it made up 47.9%
of the Financial Assets portfolio, up 4.1%p from a year ago. The allocation to global investment will be further expanded to be
around 50% of the Financial Assets portfolio by 2026 according to the mid-term asset allocation plan.

Growth of External Management

2015 1868 36.5%

2016 2086 374% (market value, in KRW trillion)
0, 1 -

2017 [NZE92) 38.5% Total Equity Fixed Alter

2018 YR 336% Income natives

2019 3006 A Amount 4257 206.0 784 141.3
2020 Lt 42.7% (Domestic) 128.5 63.4 45.6 19.5
2021 VRiNeN 45.5% (Global) 297.2 142.6 32.8 1218
2022 425.7 [EIEHS Note: The weight is in the Financial Assets portfolio.

Growth of Global Investment

2015 1242 24.3%
2016 1508 27.0%

2017 | ENTEA 28.4%

2018 LiEe) 30.1%

(market value, in KRW trillion)

2019 PECES] 34.9% . Fixed Alter-  Short-term
Total Equity .

2020 CleRIel 36.5% Income natives Assets

2021 VAINN 43.8% Amount 4264  240.9 633 1218 0.4

2022 4264 RIEK Note: The weight is in the Financial Assets portfolio.
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2. Investment Performance

NPS posted a negative return of 8.22% for the fiscal year ended December 31, 2022. The annualized return since
the inception of the National Pension Fund in 1988 was 5.11%, and the cumulative investment income amounted
to KRW 451.3 trillion.

2022 was a very unusual year in that equity and fixed income assets fell in tandem. Historically, equity was considered risky and
fixed income acted as a safe haven, moving in opposite directions and thereby offsetting each other. That was not the case in 2022
as both plunged simultaneously for the first time since the stagflation in 1970s in overseas markets and for the first time since 2001
in the domestic market.

Stock markets across the globe tumbled dramatically from a surge after the COVID-19 crisis, due to ongoing market volatility
caused by the prolonged war in Europe and the U.S. Federal Reserve’s aggressive tightening stance to tame high inflation. Fixed
income markets were also adversely affected by interest rate hikes driven by concerns about inflationary pressure and persistent
monetary tightening stance. Amid such circumstances, investments in both equity and fixed income delivered negative returns.
Overseas assets had relatively higher returns than those of domestic assets on the back of a rise in the USD/KRW exchange rate.

Alternative assets, the only asset class achieving a positive return, delivered higher returns than those of traditional assets,
supported by capital appreciation and realized gains from real estate and infrastructure assets, as well as the strengthening of the U.S.
dollar. Even though the return itself was less than that of 2021, the asset class played a key role in defending the profitability of the

Fund when traditional assets generated negative returns.

Investment Performance _ _ -
(money-weighted return, market value, in KRW 100 million, %)

2022 3-Year 5-Year Since Inception
(2020~2022) (2018~2022) (1988~2022)
et T T o S
Total -795,518 -8.22 838,064 328 1,513,640 394 4,512,840 5.11
Public Sector - - - - - - 190,827 8.26
Financial Assets -795,671 -8.24 837,854 328 1,513,231 394 4313611 5.04
Equity -703,004 -16.32 644,755 5.87 869,494 5.50 1,852,238 6.73
(Domestic)  -374,559 -22.76 203,786 4.41 125,426 1.77 776,256 522
(Global) ~ -328,445 -12.34 440,969 6.93 744,068 8.53 1,075,982 8.50
B Fixed Income -219,101 -5.45  -177,300 -1.57 117,210 0.66 1,649,140 3.32
(Domestic)  -186,277 -5.56  -175963 -1.80 75,560 048 1,511,142 3.33
(Global) -32,824 -4.91 -1,337 -0.09 41,651 2.01 137,999 3.24
B Alternatives 116,197 8.94 361,451 11.56 517,820 11.27 792,893 9.94
(Domestic) 8,963 3.55 73,158 9.97 108,239 8.96 215,821 7.58
(Global) 107,234 10.24 288,292 12.05 409,580 12.09 577,073 11.25
B Short-term Assets -307 -0.86 142 0.13 1,231 0.75 15,861 3.09
Welfare Sector -5 -0.27 -89 -1.72 -125 -1.57 5,992 5.83
Others 158 1.15 299 0.75 534 0.85 2,409 1.43

Notes:

1) Investment income for a certain period refers to the total amount of investment income during the period.

2) Investment return for a certain period refers to an average annualized return during the period.

3) Investment in the Public Sector ended in 2000, and the invested capital before the year 2000 was collected by the end of 2005,
4) The figures above might not add up due to rounding.

In 2022, equity and fixed income investments outperformed their respective benchmarks, and 3-year and 5-year
annualized returns of all asset classes, including alternatives, delivered excess returns above their respective
benchmarks.

Stock markets faced persistent volatility throughout the year due to high inflation, the Fed’s aggressive tightening stance, and
the prolonged war in Europe, having a negative impact on share valuation. In 2022, KOSP! fell 24.89%, and MSCI ACW! (ex-Korea,
in USD terms) was down 17.91%. Amid such circumstances, Korean and global equity assets recorded negative returns due to a
decline in valuation; however, both outperformed their benchmarks by 0.47%p and 0.15%p, respectively.

Fixed income investments also recorded a negative return due to a decline in valuation driven by interest rate hikes. As of the end
of 2022, 3-year Korean Treasury and 10-year U.S. Treasury bonds increased 193.0bp and 236.5bp from the beginning of the year,
respectively. However, both domestic and global fixed income assets outperformed their benchmarks by 0.04%p and 0.88%p,

respectively.

In 2022, the best performing asset class was alternative assets delivering a time-weighted return of 9.47%. The figure was below
its benchmark; however, 3-year and 5-year average annualized returns outperformed their respective benchmarks. In particular,
alternative investments generated higher returns than equities and fixed income for an annual return, 3-year annualized return, and
5-year annualized return, indicating that the asset class has significantly contributed to diversifying risk and enhancing investment
returns.

Performance by Asset Class _ )
(time-weighted return, %, %p)

2022 3-Year Average 5-Year Average
(2020~2022) (2018~2022)
Return BM Gap Return BM Gap Return BM Gap
Financial Assets -8.28 -8.07 -0.20 3.67 3.42 0.25 422 411 0.11
Total -16.42 -16.68 0.26 6.36 5.99 0.37 5.39 5.16 0.22
Equity Domestic -22.75 -23.23 0.47 327 2.73 0.54 0.58 0.14 0.44
Global -12.53 -12.68 0.15 7.75 7.47 0.28 9.23 9.08 0.15
Total -5.41 -5.66 0.25 -1.42 -1.55 0.14 091 0.81 0.10
I::c(j:e Domestic -5.50 -5.55 0.04 -1.73 -1.81 0.08 0.60 0.52 0.08
Global -5.04 -5.92 0.88 0.68 0.33 0.34 3.58 3.42 0.15
Total 9.47 12.62 -3.15 11.66 11.39 0.27 11.37 11.03 0.34
Domestic 3.62 6.13 -2.51 10.70 8.33 2.37 9.48 7.64 1.84
(Real Estate) 11.86 9.58 2.28 17.02 10.35 6.67 13.27 8.78 4.49
(Infrastructure) 3.61 483 -1.23 472 5.40 -0.68 593 6.28 -0.35
(Private Equity) -1.10 498 -6.08 11.46 9.44 2.01 9.77 7.96 1.81
rg'tt;:s Global 1100 1423 323 1178 1213 035 1207 1223 -0.16
(Real Estate) 13.12 14.37 -1.25 8.50 10.00 -1.51 9.89 10.43 -0.54
(Infrastructure) 14.26 21.85 -7.59 8.48 13.24 -4.75 10.06 12.56 -2.50
(Private Equity) 7.83 12.38 -4.54 20.03 15.70 4.33 17.50 15.46 2.04
(Hedge Fund) 9.07 7.39 1.68 9.23 7.76 1.47 8.11 8.00 0.11
(Program) 2.89 -8.07 10.96 7.33 3.43 3.90 - - -
Notes:

1) Program refers to tactical investment program for alternative assets (adopted in 2019), including private debt (commenced in Dec. 2019) and multi-asset
(commenced in Dec. 2021).

2) The benchmark of the tactical investment program is the same as the benchmark of Financial Assets.

3) The figures above might not add up due to rounding.
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3. Performance by Asset Class

3-1. Domestic Equity

NPS began investing in domestic equity in 1990, two years after the National Pension Fund was established in 1988.
As of the end of 2022, domestic equity assets were valued at KRW 125.4 trillion, accounting for 14.1% of the Fund.
The value and weight were less than those of 2021 and will further decline according to the mid-term investment
plan.

At NPS, domestic equity investment is made through passive and active management. Passive management seeks to match the
returns of a market index; active management aims to outperform benchmarks through diversified investment strategies. While the
entire passive management portfolio is managed internally, active management is carried out by both in-house portfolio managers
and external managers. As of the end of 2022, the allocation to passive and active management in the domestic equity portfolio
was 30.6% and 69.4%, respectively.

In terms of sector, Information Technology accounted for the largest share, at 30.3%, of the domestic equity portfolio, followed by
Industrials at 16.8%, Materials at 10.0%, Financials at 9.4%, Consumer Discretionary at 9.3%, Health Care at 7.6%, Communication
Services at 75%, Consumer Staples at 5.2%, Energy at 1.9%, Utilities at 1.2%, and Real Estate at 0.2%. The two largest sectors — [T
and Industrials — represented nearly 50% of the portfolio.

In 2022, the Korean stock market underperformed mainly due to the Fed’s interest rate hikes and ongoing geopolitical risks in
Europe. Worsening inflation and concerns over the economic slowdown triggered by China’s zero-Covid policy added a negative
impact on the market, leading KOSPI to close at 2,236.40pt at the end of 2022, down 24.89% from a year ago. KOSDAQ also
drastically fell to 679.29pt, down 34.30% from the previous year. In particular, the domestic market was largely affected by the
shock of interest rate hikes as leading companies in the country by market capitalization were mostly tech companies involved in
semiconductor, biotech, and EV batteries.

Against the backdrop of the challenging local stock market environment, in combination with a major disruption due to a mega IPO
case, changes to the benchmark, and the asset allocation-driven weight reduction, our investments in domestic equity generated a
negative return of 22.75%; however, the asset class delivered excess returns above its benchmark by 0.47%p.

The main contributor to positive excess returns was active management’s outperformance of 1.47%p through timely stock
selection, despite passive management slightly underperforming given the volatile financial market. Notably, the externally managed
active strategy delivered strong performance above its benchmark by 1.60%p, significantly contributing to excess returns for the
two consecutive years.

Return in Domestic Equity _ _ .
(time-weighted return, %)

Return BM
In 2022 -22.75 -23.23
3-Year Average (2020~2022) 3.27 273
5-Year Average (2018~2022) 0.58 0.14

Share of NPS Investments in Domestic Equity Market

1. Fund Portfolio
2. Investment Performance

3. Performance by Asset Class

(market value, in KRW trillion, %)

2020 2021 2022
NPS Investments Weight NPS Investments Weight NPS Investments Weight
Total 175.2 74 163.9 6.4 124.4 6.0
KOSPI 169.8 8.6 157.5 74 119.9 6.8
KOSDAQ 54 1.4 6.4 1.4 45 1.4

Note: Unlisted equities, cash equivalents, preferred stocks, ETF, future options, and foreign stocks are excluded.

Investment Trend of Domestic Equity

2018 1089 171%

2010 ] 0%
2020 WA 21.2%
2021 ieis¥el 17.5%
2022 YY 14.1%

Note: The weight is in the Fund portfolio.

Domestic Equity Composition by Sector

Real Estate 0.2% ‘

Utilities 1.2%
Energy 1.9%

Consumer Staples 5.2%

Communication Services 7.5%
Health Care 7.6%

Consumer Discretionary 9.3%

Financials 9.4%

Notes:
1) Based on Global Industry Classification Standard (GICS®) classification.
2) Others include unclassified securities, cash holdings, and futures.

(market value, in KRW trillion)

Internal-

Active
23.7 (189%)
2022 External-
Active
Internal- 63.4 (505%)
Passive
38.3 (306%)
Others 0.6%
IT 30.3%
Industrials 16.8%
Materials 10.0%
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3-2. Global Equity

NPS began investing in global equity in 2002, one year after global investment first commenced in 2001. As of the end
of 2022, global equity assets were valued at KRW 240.9 trillion, accounting for 27.1% of the Fund. The value was less
than that of 2021; however, the weight slightly increased and will further expand according to the mid-term investment
plan.

At NPS, global equity investment is made through passive and active management. Passive management seeks stability and liquidity,
while active management aims to achieve excess returns relative to risk through security selection. While passive management is
carried out by both in-house portfolio managers and external managers, the entire active management portfolio is conducted by
external managers. As of the end of 2022, the allocation to passive and active management in the global equity portfolio was 44.8%

and 55.2%, respectively.

In terms of sector, Information Technology accounted for the largest share, at 19.7%, of the global equity portfolio, followed by
Financials at 14.7%, Health Care at 14.6%, Consumer Discretionary at 10.4%, Industrials at 9.9%, Consumer Staples at 7.5%,
Communication Services at 6.3%, Energy at 56%, Materials at 4.1%, Utilities at 1.9%, and Real Estate at 1.7%. The three largest sectors
— T, Financials, and Health Care — represented nearly 50% of the portfolio. By geography, North America made up 64.1%, followed by
Europe at 19.2%, Asia at 13.8%, South America at 09%, and Africa & Middle East at 1.9%. North America and Europe constituted more
than 80% of the portfolio.

In 2022, equity and fixed income markets fell in tandem at a pace not seen in decades, driven by tighter monetary policies from central
banks around the world in response to a global surge in inflation. In addition, geopolitical tension and energy supply shock stemming
from the war in Europe had a negative impact on asset management. Amid such circumstances, a global equity market index, the
MSCI ACWI ex-Korea in USD terms, fell by 1791% from a year ago.

Our investments in global equity generated a negative return of 12.53% in KRW terms, influenced by increased market volatility and
heightened exchange rate fluctuations; however, the asset class delivered excess returns above its benchmark by 0.15%p, primarily

driven by passive management that achieved high excess returns and thereby offset the outcome of active management.

Return in Global Equity

(time-weighted return, %)

Return BM
In 2022 -12.53 -12.68
3-Year Average (2020~2022) 7.75 7.47
5-Year Average (2018~2022) 9.23 9.08

Investment Trend of Global Equity

2018 113.0| 17.7%

2010 |GG 22 5%

2020 gevasy 231%

2021 pilelel 27.0%
2022 pZiekel 27.1%

Note: The weight is in the Fund portfolio.

Global Equity Composition By Sector

Real Estate 1.7%
Utilities 1.9%
Materials 4.1%
Energy 5.6%

Communication Services 6.3%

Consumer Staples 7.5%

Industrials 9.9%

Consumer Discretionary 10.4%

Notes:

1) Based on Global Industry Classification Standard (GICS®) classification.

2) Others include unclassified securities, cash holdings, and futures.

Global Equity Composition by Geography
2022

North America
64.1%

1. Fund Portfolio
2. Investment Performance

3. Performance by Asset Class

(market value, in KRW trillion, %)

External-
Passive
97 (40%)

2022 External-
Active
Internal- 132.9 (55.2%)
Passive
98.3 (408%)
Others 3.5%
IT19.7%

Financials 14.7%

Health Care 14.6%
Europe Asia South America
19.2% 13.8% 0.9%

Africa, Middle East, etc.
1.9%
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3-3. Domestic Fixed Income

NPS began investing in domestic fixed income in 1988 when the National Pension Fund was established. As of the
end of 2022, domestic fixed income assets were valued at KRW 311.2 trillion, accounting for 34.9% of the Fund. The
value and weight were less than those of 2021, and will further decline according to the mid-term investment plan.

At NPS, domestic fixed income investment is made through an internally managed passive strategy and externally managed active
strategy. As of the end of 2022, the allocation to internal management and external management was 85.3% and 14.7%, respectively,
which indicates the highest allocation to internal management compared to other asset classes.

In terms of bond type and based on face value, treasury bonds accounted for the largest share, at 43.3%, of the domestic fixed income
portfolio, followed by government-related bonds at 19.4%, corporate bonds at 15.3%, financial bonds at 14.2%, monetary stabilization
bonds at 4.0%, and municipal bonds at 3.8%.

In the first half of 2022, domestic market interest rates continued to rise as the Monetary Policy Board of the Bank of Korea raised the
base rate on three occasions in response to persistent high inflation. In the second half, the Monetary Policy Board decided to raise
the base rate four times in line with the Fed'’s interest rate hikes, while domestic market interest rates showed a downward trend from
their peak in October. As of the end of 2022, the base rate was 3.25%, up 2250bp from a year ago, and a 3-year treasury bond yielded
3.725%, up 1930bp from the previous year.

Our investments in domestic fixed income generated a negative return of 5.50% amid internal and external challenges such as
the asset allocation-driven weight reduction and the surge in domestic market interest rates. However, through timely sector and
security selection, the asset class outperformed its benchmark by 0.04%p, and has delivered positive excess returns since 2018.
Internal management delivered a lower return than that of external management, but outperformed its benchmark, whereas external

management delivered a higher return than that of internal management, but underperformed its benchmark.

In 2022, the share of NPS investments in the domestic fixed income market was 12.8%, down 0.4%p from 13.2% in 2021. The decline
was primarily driven by a faster growth pace of the domestic fixed income market than the growth of our domestic fixed income
portfolio. Compared to the average allocation ratio in the domestic fixed income market, the shares of treasury bonds, municipal
bonds, and government-related bonds were above the average, while those of monetary stabilization bonds, financial bonds, and

corporate bonds were below the average.

Return in Domestic Fixed Income ‘ ‘
(time-weighted return, %)

1. Fund Portfolio
2. Investment Performance

3. Performance by Asset Class

Share of NPS Investments in Domestic Fixed Income Market . i
(in KRW trillion, %)

2020 2021 2022
Invested Weight Invested Weight Invested Weight
Amount Amount Amount

Total 311.2 133 338.0 132 3359 12.8
Treasury Bonds 128.6 15.9 145.3 15.7 145.5 14.3
Municipal Bonds 7.9 29.4 11.3 36.5 12.7 40.9
Gov.-related Bonds 61.6 17.3 65.0 17.5 652 16.8
Monetary Stabilization Bonds 14.7 9.2 9.9 7.0 13.3 12.6
Financial Bonds 47.3 89 52.0 9.1 47.7 8.8
Corporate Bonds 512 11.0 54.5 10.4 514 9.4

Return BM
In 2022 -5.50 =555
3-Year Average (2020~2022) -1.73 -1.81
5-Year Average (2018~2022) 0.60 0.52

Notes:

1) Market value is based on the bond issue amount, while the value at NPS is based on face value.

2) Short-term assets are excluded.

3) MBS is regarded as government-related bond; ABS as corporate bond; credit finance bond as financial bond.
4) The figures above might not add up due to rounding.

I (market value, in KRW trillion)
Investment Trend of Domestic Fixed Income

External
management

2018 3110 48.7% 456 (147%)

2010 | R <5
2020 2Nl 39.1%

2021 KZI0Jol 35.8%
2022

Internal
Management

BIIMY 34.9% 265.6 (85.3%)

Note: The weight is in the Fund portfolio.

Domestic Fixed Income Composition by Bond Type

Municipal Bonds 3.8%

Monetary Stabilization Bonds 4.0%

Financial Bonds 14.2% Treasury Bonds 43.3%

Corporate Bonds 15.3%

Gov.-related Bonds 19.4%
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3-4. Global Fixed Income

NPS began investing in global fixed income in 2001 with investments in Korean bonds denominated in foreign
currency, and its internal management in global fixed income commenced in 2002. As of the end of 2022, global
fixed income assets were valued at KRW 63.3 trillion, accounting for 7.1% of the Fund. The value was less than that
of 2021; however, the weight slightly increased and will further expand according to the mid-term investment
plan.

Since the second half of 2020, global fixed income investment has been made through a stable-income and high-income strategy.
Both strategies are managed on an active-style basis by both in-house portfolio managers and external managers. The stable-
income strategy pursues active management largely in treasury and government-related bonds which feature relatively less
volatility; the strategy focuses on developed markets with abundant liquidity in order to supply foreign currency liquidity during a
crisis. The high-income strategy seeks active management mainly in credit products to realize excess returns relative to the market.
As of the end of 2022, the allocation to the stable-income and high-income strategy in the global fixed income portfolio was 49.3%

and 50.7%, respectively.

In terms of type, treasury bonds accounted for the largest share, at 43.4%, of the global fixed income portfolio like the domestic
fixed income portfolio, followed by corporate bonds at 27.5%, government-related bonds at 15.4%, and securitized bonds at 13.7%.
By geography, North America represented 46.0%, followed by Europe at 25.6%, Asia at 230%, and South America at 1.1%.

In 2022, major market interest rates rose substantially as central banks in major economies tightened monetary policies in
response to high inflation caused by geopolitical risks in Europe and accommodative monetary policies during the COVID-19
pandemic. In particular, the Fed raised interest rates on seven occasions in 2022 alone, and major central banks in Europe also
raised interest rates considerably. The Fed's policy rate was lifted to a range of 4.25 to 450% at the end of 2022 from near-zero
level in the first quarter of 2022, and a 10-year U.S. treasury bond was up 236.5bp from a year ago.

In the face of an unfavorable environment with a sharp rise in market interest rates and a dramatic decline in the market value of
bonds, our investments in global fixed income generated a negative return of 504%, while foreign exchange gains and high excess
returns relative to its benchmark helped to mitigate some impact on the performance. In particular, the asset class outperformed
its benchmark by 0.88%p, the highest excess returns in the Fund portfolio.

By strategy, the stable-income and high-income strategy delivered excess returns relative to their benchmarks by 1.01%p and
0.72%p, respectively, driven by shorter duration positioning compared to the benchmark during a period of rising interest rates.

Return in Global Fixed Income . .
(time-weighted return, %)

Return BM
In 2022 -5.04 -5.92
3-Year Average (2020~2022) 0.68 0.33
5-Year Average (2018~2022) 3.58 342

1. Fund Portfolio

2. Investment Performance

3. Performance by Asset Class

. (market value, in KRW trillion)
Investment Trend of Global Fixed Income

Stable-Income
31.2 (49.3%)

2018 266 4.2%
2010 NG -
2020 pivisel 5.4%

SR¥e]) 6.7%
SE¥] 7.1%

2021
2022

High-Income
32.1 (507%)

Note: The weight is in the Fund portfolio.

Global Fixed Income Composition by Bond Type

Securitized Bonds 13.7%

Gov.-related Bonds 15.4% Treasury Bonds 43.4%

Corporate Bonds 27.5%

Global Fixed Income Composition by Geography

2022

North America Europe Asia South America
46.0% 25.6% 23.0% 11%
Others
4.3%
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3-5. Alternatives

NPS began investing in alternative assets in 2002 with domestic venture capital. Since then, the exposure and
size have been constantly expanding to include domestic and overseas real estate, infrastructure and private
equity, as well as overseas hedge funds. As of the end of 2022, alternative assets were valued at KRW 146.2
trillion, accounting for 16.4% of the Fund. The asset class recorded the largest increase in the value and weight as
traditional assets, such as equity and fixed income, fell in tandem.

At NPS, alternative assets are a relative concept to traditional assets such as equity and fixed income. Due to its risk-return profiles
being different from traditional assets, the asset class helps contribute to stable returns over the long-term horizon. Our main
focus is on global assets which provide relatively abundant investment opportunities, including real estate, infrastructure, private
equity, venture capital, and hedge fund. Since 2019, a program to boost a tactical investment strategy for alternative assets (tactical
investment program) has been adopted, and new asset classes such as private debt and multi-asset have been managed within a

limited weight range.

By geography, global alternative assets made up 83.3% while domestic alternative assets composed 16.7%. In order to overcome
the limitation of the small domestic markets, capture new investment opportunities, and maximize risk diversification, NPS has
constantly expanded its exposure to global alternative assets. By asset class, private equity accounted for the largest share, at
34.8%, of the alternative investment portfolio, followed by real estate at 31.7%, infrastructure at 26.3%, hedge fund at 3.0%, and
tacticalinvestment program at 4.2% (private debt 3.1%, multi-asset 1.1%).

Our investments in alternative assets generated a return of 9.47%. Despite concerns over a recession and the adjustment in
financial markets due to major central banks” aggressive interest rate hikes, the fair value of assets remained broadly unchanged
throughout the year, and alternative assets that hedge against inflation delivered improved performance. By geography, domestic
alternative assets returned 3.62%, while global alternative assets returned 11.00%. A rise in the USD/KRW exchange rate led to a

relatively high return on overseas assets.

Overall, the return on alternative assets declined in 2022 compared to in 2021; however, the asset class played a big role in
offsetting negative returns of traditional assets affected by an unusual situation where equity and fixed income markets fell in
tandem. Alternative assets underperformed their benchmark in 2022, but 3-year and 5-year average returns outperformed their

respective benchmarks, indicating stable performance in the mid- and long-term.

Meanwhile, in order to diversify investment portfolios and introduce tactical asset allocation overlay, NPS has invested in multi-
asset funds since 2021. Multi-asset funds are made up of a combination of multiple asset classes, including equity, fixed income,
currency, and commaodity, and are designed to pursue excess returns by adjusting the asset mix. Multi-asset mostly composed of
public market products delivered a negative return of 9.46% in KRW terms due to the adverse environment where equities and fixed
income fell simultaneously.

Return in Alternative Investment ‘ ‘
(time-weighted return, %)

2022 3-Year Average 5-Year Average
(2020~2022) (2018~2022)
Return BM Return BM Return BM
Total 9.47 12.62 11.66 11.39 11.37 11.03
Domestic 3.62 6.13 10.70 8.33 9.48 7.64
Global 11.00 14.23 11.78 12.13 12.07 12.23

Note: For domestic assets, fair value at the end of fiscal year is reflected, while for global assets, fair value at the end of the third quarter is reflected.

1. Fund Portfolio
2. Investment Performance

3. Performance by Asset Class

Breakdown of Alternative Investment ) -
(in KRW 100 million)

Tactical Investment Program

Total Real Estate  Infrastructure Private Equity Hedge Fund
Private Debt ~ Multi-asset
Appraised Value 1,462,322 463,960 384,612 508,354 44,179 44,974 16,243
Domestic 244261 67,610 70,452 106,199 - - -
Global 1,218,061 396,350 314,160 402,155 44179 44974 16,243

Note: For domestic assets, fair value at the end of fiscal year is reflected, while for global assets, fair value at the end of the third quarter is reflected.

. (market value, in KRW trillion)
Trend of Alternative Investment

Domestic
24.4 (167%)

2018 766 12.0%
2010 G 11 4%
2020 ClONA 10.9%

2021
2022

Ry 12.6%
Global

121.8 (83.3%)

[ZS¥Y 16.4%

Note: The weight is in the Fund portfolio.

Alternative Investment Composition by Asset Class

Hedge Fund 3.0%

Program 4.2%

Private Equity 34.8%

Infrastructure 26.3%

Real Estate 31.7%

Notes:
1) Private equity includes domestic venture capital and private equity funds, as well as global private equity funds.
2) Program refers to tactical investment program including private debt and multi-asset, and is designed to improve the execution of alternative investrment.
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(1) Private Equity

As of the end of 2022, private equity assets, including hedge fund and private debt, were valued at KRW 59.7
trillion, a combination of KRW 10.6 trillion in domestic assets and KRW 49.1 trillion in global assets. The asset class
accounted for 40.9% of the alternative investment portfolio and 6.7% of the Fund.

At NPS, private equity assets are classified largely into private equity, private debt, and hedge fund. To diversify investment
portfolios, NPS began investing in domestic venture capital, overseas hedge fund, and overseas private debt in 2002, 2016, and
2019, respectively. Through a wide range of strategies such as traditional buyout, credit/distressed, secondary, venture/growth,
and co-investment, a well-balanced private equity portfolio has been formed.

Our investments in private equity generated a return of 560%. The stock market downturn had an adverse impact on the
private market as well. Domestic private equity returned negative 1.10%, while global private equity returned 7.83%. A rise in
the USD/KRW exchange rate positively affected the performance of overseas assets. Hedge fund returned 9.07%, triggered by
fee reduction through an increase in single hedge funds since 2019, as well as more exposures to strategies with relatively low
sensitivity to public market volatility. Private debt returned 10.82%, the highest return among private equity assets, supported by

an interest rate hike stance and a strong U.S. dollar.

Return in Private Equity Assets _ _
(time-weighted return, %)

(2) Real Estate

As of the end of 2022, real estate assets were valued at KRW 46.4 trillion, a combination of KRW 6.8 trillion in
domestic assets and KRW 39.6 trillion in global assets. The asset class accounted for 31.7% of the alternative
investment portfolio and 5.2% of the Fund.

NPS began investing in domestic real estate in 2004 and overseas real estate in 2006. Since then, deal sizes have increased with a
focus on regions and sectors that have strong fundamentals. NPS strives to build a stable basis for investment management mainly
with core/core+ strategies and enhance returns through selective investments in value-add and opportunistic strategies. In addition,
the real estate portfolio has been diversified with a broader range of strategies such as real estate credit, REITs, platform, and

secondary.

Real estate deal volume and fundraising declined worldwide in 2022, triggered by high inflation, economic uncertainty, and the potential
for a global recession. However, the demand for offices and residential properties exhibited an upward trend in domestic and overseas

markets, respectively.

Our investments in real estate generated a return of 12.79%. Domestic real estate assets returned 11.86%, while global real estate
assets returned 1312%. Notably, a low vacancy rate and rising rents during high inflation in the domestic market led the domestic real
estate portfolio to outperform its benchmark, and a rise in the USD/KRW exchange rate positively affected the performance of global

assets.

Return in Real Estate v _
(time-weighted return, %)

2022 3-Year Average 5-Year Average
(2020~2022) (2018~2022)
Return BM Return BM Return BM
Total 5.60 10.66 17.72 14.06 15.12 13.06
Private 1 mestic -1.10 498 11.46 9.44 9.77 7.96
Equity
Global 7.83 12.38 20.03 15.70 17.50 15.46
Hedge Fund 9.07 7.39 9.23 7.76 8.11 8.00
Private Debt 10.82 10.41 10.18 5.89 - -
Notes:

1) Private debt investment began in December 2019.
2) For domestic assets, fair value at the end of fiscal year is reflected, while for global assets, fair value at the end of the third quarter is reflected.

Investment Trend in Private Equity Private Equity Composition by Geography 2022
(market value, in KRW trillion) (balance of invested capital)

2018 255 33.3%

2019 [NESE 34.9%

2020 k&Y 36.8%

2021
2022

gl 39.9% Global Korea North America
Wl 40.9% 35.8% 22.0% 231%

Europe Asia
Note: The weight is in the alternative investment portfolio. Notes: 141% 5.0%
1) Hedge fund is excluded.

2) Asia includes emerging markets in South America.

2022 3-Year Average 5-Year Average
(2020~2022) (2018~2022)
Return BM Return BM Return BM
Total 12.79 13.63 10.10 10.23 10.43 10.09
Domestic 11.86 9.58 17.02 10.35 13.27 8.78
Global 13.12 14.37 8.50 10.00 9.89 10.43

Note: For domestic assets, fair value at the end of fiscal year is reflected, while for global assets, fair value at the end of the third quarter is reflected.

Investment Trend in Real Estate Real Estate Composition by Geography 2022

(market value, in KRW trillion) (balance of invested capital

2018 283 370%

2010 TS 371%

2020 RIRY 34.5%
2021 RS0} 31.9%

. i Americas Europe Asia Korea Global
2022 aickd 31.7% 336% 215% 177%  135% 137%
Note: The weight is in the alternative investment portfolio. ¢ Note: Asia includes Australia.
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(3) Infrastructure

As of the end of 2022, infrastructure assets were valued at KRW 38.5 trillion, a combination of KRW 7.0 trillion
in domestic assets and KRW 31.4 trillion in global assets. The asset class accounted for 26.3% of the alternative
investment portfolio and 4.3% of the Fund.

NPS began investing in domestic port BTO in 2005 and overseas infrastructure fund in 2007. Since then, the infrastructure
portfolio has been diversified across sectors, including transportation, energy, and digital. NPS strives to build a stable basis
for investment management mainly through core/core+ strategies that offer stable cash flow and abundant co-investment
opportunities, and diversify investment portfolios through a broader range of strategies, including value-add, mid-market, energy
transition, and digital, as well as joint collaboration with leading general partners and investors, to correspond with changes in the

nmacroeconomic environment.

With the rise in demand for energy security and green climate policies across the globe, fundraising for infrastructure increased in
2022. In addition, as infrastructure is often viewed as an inflation hedged-asset, and the demand for investment in infrastructure

increased in times of high inflation.

Our investments in infrastructure generated a return of 11.87%, supported by decent dividend yields and interest income from
infrastructure assets that secured revenues through an inflation-linked mechanism. Domestic infrastructure assets returned 3.61%,
while global infrastructure assets returned 14.26%. A rise in USD/KRW exchange rate positively affected the performance of global

assets.

Return in Infrastructure _ _
(time-weighted return, %)

3-Year Average 5-Year Average
2022
(2020~2022) (2018~2022)
Return BM Return BM Return BM
Total 11.87 17.76 7.62 11.22 8.87 10.76
Domestic 3.61 4.83 4.72 5.40 593 6.28
Global 14.26 21.85 8.48 13.24 10.06 12.56

Note: For domestic assets, fair value at the end of fiscal year is reflected, while for global assets, fair value at the end of the third quarter is reflected.

Investment Trend in Infrastructure i Infrastructure Composition by Geography 2022
(market value, in KRW trillion) (balance of invested capital)

2018 228 29.7%

2019 NS 28.1%

2020 PIGIoN 28.7%
2021 ROWA 25.3% :

. Global Korea Americas Europe Asia
2022 gl 7.3 380% 21.0% 174%  133% 10.3%
Note: The weight is in the alternative investment portfolio. Note: Asia includes Australia.
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1. Stewardship Activities and Responsible Investment

1-1. Overview

As a long-term investor aiming to protect and enhance the value of assets under management, NPS has a fiduciary duty to act
in the best interests of the contributors and beneficiaries of the National Pension Plan. To this end, NPS conducts stewardship

activities, including responsible investment and the exercise of shareholder rights, to achieve long-term and stable returns.

In January 2015, the grounds for integrating environmental, social, and governance (ESG) factors into investment decision-
making were set out through amendments to the National Pension Act. In July 2018, NPS adopted Responsible Investment
& Governance Principles, or Stewardship Code, and enacted the Guideline for Stewardship activities to establish systems for

stewardship activities.

Legal Basis for Responsible Investment

1. Stewardship Activities and Responsible Investment

2. Key Activities
3. Looking Ahead

1-2. Key Principles

NPS may incorporate ESG factors into investment decision-making. NPS manages and invests the National Pension Fund in
compliance with the investment principles laid down in the Guideline for National Pension Fund Management. In order to achieve stable

growth of the Fund, NPS conducts responsible investment and exercises shareholder rights.

Key policies relating to responsible investment and the exercise of shareholder rights are determined by the National Pension Fund
Management Committee (FMC), and general principles and specific standards on responsible investment and the exercise of
shareholder rights are approved by the Special Committee on Responsible Investment & Governance. As decided by the FMC and the
Special Committee, NPS undertakes responsible investment including ESG integration and management of ESG-related focus areas,
and exercises shareholder rights by voting, selecting companies in focus list, sending open letters, making shareholder proposals, and

initiating litigation.

Key Principles and Activities

. . Responsible Investment & Governance Principles
Responsible Investment Principles P P

(Stewardship Code)

National Pension Act

Article 102 (Management and Operation of Fund)

(4) Where the Minister of Health and Welfare manages and operates the Fund pursuant to paragraph (2) 3, he/she may take into account
environmental, social, and governance factors related to investment targets, to achieve a long-term and stable revenue.

Guideline for National Pension Fund Management

Article 4 (Investment Principles)

5. Sustainability: To fulfill the fiduciary duty, particularly given ESG factors, to enhance the sustainability of assets under management

Article 17-2 (Principles on Responsible Investment & Governance)

In a bid to enhance transparency and independence of stewardship activities and improve long-term returns, stewardship activities shall
be conducted in accordance with the Responsible Investment & Governance Principles approved by the FMC and referred to by the Korea
Stewardship Code, 'Principles on the Stewardship Responsibilities of Institutional Investors.'

Guideline for Stewardship Activities

Article 3 (Basic Principles)

(1) Stewardship activities shall be performed with the objective of increasing the assets of the Fund.

(2) Stewardship activities shall be faithfully performed in the best interests of current and former contributors and current
beneficiaries of the National Pension Plan.

(3) Stewardship activities shall be performed in a manner consistent with enhancing long-term shareholder value.

(4) Stewardship activities may be performed by incorporating environmental, social and governance (ESG) factors into investment
decision-making to deliver long-term, stable returns.

(5) Stewardship activities, including responsible investment and the exercise of shareholder rights, shall be performed in accordance
with the Guideline for National Pension Fund Management, Responsible Investment & Governance Principles, and this Guideline for
Stewardship Activities.

(1) Achieve long-term and stable returns o ) o )
(1) Formulate and publicly disclose Stewardship Activities Policy

(2) Formulate and publicly disclose Conflict of Interest Prevention
Policy

(2) Implement RI according to the Guideline for Stewardship
Activities
(3) Implement RI on equity and fixed income assets

) ) ) . ) 3) Regularly monitor investee companies
(4) Incorporate non-financial factors, including environmental, (3) Regularly P

social and governance (ESG), into investrent decisions (4) Formulate a guideline for stewardship activities and conduct

harehold t
(5) Conduct shareholder engagement with investee companies sharenolcer engagemen
(5) Formulate and publicly disclose Voting Right Policy, and

6) Consider RI when selecting and assessing external managers ) ) )
©) g g s publicly disclose voting results and reasons for each vote

(7) Encourage investee companies to publicly disclose ESG-

) : (6) Regularly report stewardship activities
related information

(7) Enhance capabilities and expertise in effective implementation

8) Enh biliti d tise in R
(8) Enhance capabilities and expertise in of stewardship activities

(9) Regularly report Rl activities

Guideline for National Pension Fund Management

Article 17-3 (Responsible Investment and Exercise of Shareholder Rights)

Responsible investment and exercise of shareholder rights shall be undertaken,

(1) With the objective of achieving stable growth of assets under management;

(2) In good faith in the best interests of the contributors and beneficiaries of the National Pension Plan;

(3) In a direction towards increasing shareholder value over the long run;

(4) In compliance with standards, process, and procedure as stipulated in the Guideline for Stewardship Activities approved by the
FMC; and

(5) By NPS in principle. However, certain matters shall be determined by the Special Committee on Responsible Investment &
Governance following NPS's analysis. Such matters include (i) matters deemed difficult for NPS to make a decision in relation
to the exercise of voting and shareholder rights; (i) matters requested by at least one-third of incumbent members of the
Special Committee based on the likelihood of having a significant impact on long-term shareholder value; (jii) matters relating to
selection of companies subject to confidential dialogue; (iv) matters relating to selection of companies subject to confidential and
public Focus List; (v) matters relating to shareholder proposal (excluding shareholder proposals defined in Article 154 (1) of the
Enforcement Decree of the Financial Investment Services and Capital Markets Act); (vi) matters relating to sending open letters,
etc.

(6) NPS may delegate the decision of voting direction to external managers.
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Guideline for Stewardship Activities

Article 4 (Stewardship Activities)

(1) For fixed income and equity investments, confidential dialogues and the following responsible investment activities may be carried out:
1. Incorporation of non-financial factors such as ESG into investment decision-making;
2. ESG-related focus areas, etc.

(2) For listed equities held by the Fund, confidential dialogues may be conducted and the following shareholder rights may be exercised:
1. Voting;
2. Conducting confidential dialogues, selecting companies in a confidential and public focus list, sending open letters, making
shareholder proposals, etc. on Focus Areas;
3. Conducting confidential dialogues, sending open letters, making shareholder proposals, etc. on Unexpected Concerns;
4. Initiating litigation.

(3) Shareholder engagement defined in paragraph (1) subparagraph 2 may be conducted through activities stipulated in paragraph (2).

(4) Stewardship activities may be performed for any matters deemed necessary by the Chair of the National Pension Fund
Management Committee (FMC), or any matters decided by the FMC.

1-3. Milestones

NPS began responsible investment (RI) with externally managed domestic Rl funds in September 2006. Since then, NPS has been
committed to taking part in a range of Rl activities. In June 2009, NPS joined the Principles for Responsible Investment (PRI). In
2015, ways to promote dialogues with domestic listed companies on dividend policies were developed. In December of the same
year, an ESG Evaluation System for Domestic Equity was established. In 2016, an ESG Information Sharing Platform was built to
provide ESG-related information to portfolio managers so that ESG aspects can be integrated into an investment decision-making

process.

In July 2018, Responsible Investment & Governance Principles, or Stewardship Code, was adopted. In November 2019, a Plan
to Facilitate Responsible Investment was formulated to lay the foundation for applying Rl activities to more asset classes in
the portfolio. In December 2019, a Guideline for Active Ownership of Domestic Equity was developed to expand the scope of
shareholder engagement. In July 2020, an annual Responsible Investment & Governance Report was issued to disclose stewardship
activities conducted by NPS in a transparent manner. In November 2020, a Guideline for ESG Integration for Domestic Equity was

devised to apply ESG Integration to the internally managed domestic equities.

In May 2021, negative screening was adopted in line with the FMC’s announcement on coal phase-out (exclusion of coal mining
and coal-fired power industries). In June 2021, a Guideline for ESG Integration for Internally Managed Domestic Fixed Income was
developed to apply ESG Integration to domestic fixed income (corporate bond). In December 2021, a Guideline for Responsible
Investment on Composition and Operation of Boards of Directors was issued to enhance the predictability of NPS’s direction of

responsible investment activities by sharing such information with investee companies.

In February 2022, the Guideline for Stewardship Activities was amended to expand the scope of the exercise of voting rights
associated with global equity (portfolio weight: 0.5% and above — 0.3% and above). In March, e-voting was first utilized for domestic
equity. In June, NPS joined the IFRS Sustainability Alliance (previously SASB Alliance), and commenced checking whether a
responsible investment report is issued when selecting securities firms. As such, NPS constantly has constantly made endeavors to
bolster responsible investment.

Stewardship Activities Milestones

2009

Jun. - Joined the Principles for Responsible Investment (PRI)

2016

Apr. - Added a provision on Responsible Investment to Guideline
for National Pension Fund Management
(Investment Policy Statement)

Dec. - Established an ESG Information Sharing Platform
for domestic equity

2018
Jul. - Adopted Responsible Investment & Governance Principles
(Stewardship Code)

- Enacted a Guideline for Stewardship Activities

2020

Jul. - Amended the Guideline for Stewardship Activities for
Domestic Equity

Sept. - Developed ways to improve materiality assessment
procedures and standards on unexpected concerns

Nov. - Developed a Guideline for ESG Integration for
Domestic Equity

2022

Feb. - Amended the Guideline for Stewardship Activities
- Expanded the scope of voting on global equity
Mar. - Commenced e-voting for domestic equity
Jun. - Joined the IFRS Sustainability Alliance (previously, SASB Alliance)
- Included the issuance of a responsible investment report as an
evaluation factor in the securities firm selection process

1. Stewardship Activities and Responsible Investment
2. Key Activities
3. Looking Ahead

2006

Sept. - Launched externally managed domestic RI funds

2015

Jun. - Formulated ways to promote dialogues with domestic
listed companies on dividend policy

Dec. - Established an ESG Evaluation System for domestic
equity

2017

Jul. - Developed an ESG Controversial Issues Evaluation
System for domestic equity

Sept. - Applied ESG Integration to internally managed
domestic equity

2019

Jan. - Developed a Guideline for Stewardship Activities
for Domestic Equity

Feb. - Decided on the disclosure scope of voting direction
prior to shareholder meetings

Nov. - Established a Plan to Facilitate Responsible
Investment and adopted RI Principles

- Added a new principle of 'Sustainability' to
investment principles set out in the Guideline for
National Pension Fund Management

Dec. - Formulated a Guideline for Active Ownership of
Domestic Equity

2021

May - Adopted Negative Screening
Jun. - Formulated a Guideline for ESG Integration for
Internally Managed Domestic Fixed Income

Dec. - Issued a Guideline for Responsible Investment on
Composition and Operation of Boards of Directors

- Formulated ways to consider Rl factors when
selecting and monitoring external managers in
domestic and global equity and fixed income
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2. Key Activities

2-1. ESG Incorporation

(1) Internal Management

(@ Periodic ESG Evaluation

NPS has developed its proprietary ESG Evaluation System to analyze non-financial factors, including ESG, in a systematic manner.
Using the system, ESG evaluation is conducted twice a year for all listed companies on KOSPI and KOSDAQ 150, KOSDAQ listed
companies in which NPS's shareholding ratio is over 5%, issuers of domestic corporate bonds, and listed companies that have
issued non-corporate bonds. The ESG Evaluation System is composed of 61 ESG indicators in 14 items that affect enterprise value
in terms of ESG. Considering the characteristics of each industry, different weightings per industry are applied to each category
to calculate ESG score and rating. The ESG evaluation system was further improved in 2022. ESG controversial issues, such as
environmental pollution, industrial safety, and unfair transaction of subsidiaries, were added to the system to reflect them when

determining ESG scores and rating of all companies subject to ESG evaluation.

Following the evaluation, ESG information, including ESG evaluation results, is provided to portfolio managers in internally managed
domestic equity and fixed income through the ESG Information Sharing Platform so that such information can be considered,
alongside financial factors, during the investment decision-making process. NPS will continue to improve and upgrade the ESG
Evaluation System, including ESG indicators, in consideration of internal and external circumstances.

ESG Evaluation & Internal Management ESG Integration Process

ESG Controversial

« All listed companies on KOSPI

Periodic ESG reflected in ESG score and
and KOSDAQ 150, KOSDAQ . Issues )
) o ) Evaluation . rating
listed companies in which Evaluation
NPS’s shareholding ratio is
over 5%, issuers of domestic
corporate bonds, and listed o o
companies that have issued Periodically Periodically
non-corporate bonds
ESG
Information + ESG factors are considered in the
Sharing investment decision-making process

Platform

Internally Managed Domestic Equity (active & passive) and
Internally Managed Domestic Fixed Income (corporate bond)

+ ESG controversial issues are

1. Stewardship Activities and Responsible Investment

2. Key Activities
3. Looking Ahead

@ ESG Integration

Since 2017, NPS has adopted ESG integration to internally managed active domestic equity. In November 2020, the strategy was
expanded to apply to internally managed passive domestic equity, and a Guideline for ESG Integration for Domestic Equity, which
presents enhanced implementation measures, was established to apply ESG Integration to the entire internally managed domestic
equity. In addition, in June 2021, the Guideline for ESG Integration was amended to apply to internally managed domestic fixed
income (corporate bond).

According to the guideline, in-house portfolio managers in domestic equity and internally managed domestic fixed income (corporate
bond) examine ESG-related information when new securities are to be added to investment universe. If such securities are placed
under the second lowest ESG rating, portfolio managers provide written opinions and attach an ESG report in an examination
report. Moreover, if it is observed that securities with the lowest ESG rating are added above their benchmarks, the reason and
investment opinions are reviewed and such securities are constantly monitored.

(2) External Management

NPS manages externally managed RI funds as one of the externally managed domestic equities. The funds follow an internally
developed benchmark, the NPS-FnGuide Responsible Investment Index, designed to reflect the unique characteristics of externally
managed Rl funds.

In selecting external managers for the RI funds, NPS takes into account a range of aspects such as expertise, ethics, investment
strategies, investment process, and compliance with the Guideline for Investment in Rl Funds. Once selected, external managers
may conduct diverse responsible investment strategies. Since November 2020, NPS has required external managers managing Rl
funds to submit a responsible investment report, and such reports are harnessed as a way of monitoring external managers.

In addition, in December 2021, NPS devised ways to consider Rl factors when selecting and monitoring external managers managing
domestic and global equity and fixed income. Moreover, the requirement of submitting a responsible report was expanded to apply
to all external managers in domestic and global equity and fixed income, in a bid to encourage them to strengthen their responsible

investment.

Responsible Investment by Asset Class . .
(in KRW trillion)

Asset Class 2020 2021 2022
Internal Management 93.4 84.3 62.0
Domestic Equity
External Management 8.0 77 63.4
Internal Management (corporate bond) - 382 37.7
Domestic Fixed Income
External Management - - 456
Global Equity External Management - - 142.6
Global Fixed Income External Management - - 328
. 101.4 130.2 384.1
Total Amount of Responsible Investment (12.2%) (137%) (43.2%)
AUM 833.1 948.1 889.8

Notes:
1) Externally managed domestic RI funds only are included in 2020 and 2021.
2) The amounts above are derived from the asset classes to which Rl strategies and standards apply.
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2-2. Negative Screening

In November 2019 when the FMC formulated the Plan to Facilitate Responsible Investment, it decided to additionally review the
necessity, application scope, and process of negative screening. Accordingly, in February 2021, the FMC decided to review the
adoption of negative screening in the field relating to climate change first. In May 2021, the FMC announced the adoption of negative
screening on coal mining and coal-fired power industry as part of efforts to combat climate change, and decided to prepare an
action plan through commissioned research.

In December 2021, in line with the decisions made by the FMC, NPS commissioned research to analyze the application scope,
standards, and selection method of the target industry as a preparation process for the adoption of negative screening. In April
2022, the results of the commissioned research were reported to the FMC. NPS has constantly supported the development of
a step-by-step action plan, including the scope and standards of the target industry, selection method of target companies, and
implementation timing by asset class and geography, by gathering opinions from various stakeholders based on the research
results.

2-3. Voting

NPS exercises its voting rights on listed companies in good faith and in the best interests of the contributors and beneficiaries of
the National Pension Plan according to the National Finance Act and the Guideline for National Pension Fund Management. Voting is
conducted in accordance with the Guideline for Stewardship Activities which stipulates voting criteria, procedures, and methods, as
well as by referring to advice from a third-party agency specializing in agenda analysis, to vote in a professional and faithful manner.

NPS’s committees, including the Investment Committee, deliberate and decide on matters concerning voting activities based upon
NPS'’s shareholding ratio and a company’s weight in NPS portfolio. However, voting directions of certain agendas are determined
by the Special Committee on Responsible Investment & Governance, (i) when NPS requests the Special Committee to determine
voting direction as it deems difficult for NPS to make a decision, or (i) when over one-third of the Special Committee’s incumbent
members requests NPS to refer it to the Committee as it deems to have a significant impact on shareholder value over the long
term. In addition, in a shareholder meeting in March 2020, the FMC decided to delegate voting rights of some holdings to external

managers according to the Guideline for Proxy Voting.

Moreover, NPS strives to determine voting positions by listening to and considering companies’ stances on agenda items at
shareholder meetings. As such, NPS has been in constant communication with the market in light of the exercise of voting rights.

NPS discloses the results of voting activities and reasons for voting against, including applicable provisions in guidelines, within
14 days after a shareholder meeting is held. However, voting directions of certain agendas can be disclosed before a shareholder
meeting. The agendas include (i) agendas of a company where NPS’s shareholding ratio is more than 10% or its weight is more
than 1% in NPS portfolio, and (ii) agendas whose voting direction is determined by the Special Committee. In 2022, NPS disclosed
83 shareholder meetings prior to the meetings.

In 2022, NPS exercised voting rights on a total of 3439 agendas in 825 shareholder meetings for domestic equity, including 2,625
For (76.33%), 803 Against (22.35%) and 11 Abstentions/non-vote (0.32%). Reasons for voting against included the appointment
of directors and auditors (251, 31.3%), amendments to articles of incorporation (114, 14.2%), remuneration cap for directors (342,
42.6%) and others (96, 12.0%).

1. Stewardship Activities and Responsible Investment

2. Key Activities
3. Looking Ahead

Voting Result Reasons for Voting Against

3439 in total in 2022 803 in total in 2022

Abstentions/ Others
z\l‘lo(r;\;/%es 96 (12.0%)
Against Appointment of

Directors of Auditors

803 (234%) 251 (31.3%)

Amendments to
For Articles of Incorporation
2,625 (76.3%) 114 (14.2%)

Remuneration Cap for
Directors and Auditors
342 (426%)

2-4, Shareholder Engagement

With the aim of achieving long-term and stable returns, NPS has focus areas and conducts shareholder engagement. Focus areas
include a dividend policy, remuneration cap for directors, violation of laws and regulations, repetitive vote against, and ESG rating
downgrade. Shareholder engagement in focus areas is undertaken in stages according to the Guideline for Stewardship Activities for
Domestic Equity, including selection of focus list, confidential dialogue, selection of confidential focus list, selection of public focus list,

and shareholder proposal.

NPS formulated the Guideline for Active Ownership in December 2019 to enhance enterprise value and undertake shareholder
engagement in a transparent and fair manner. The focus of the Guideline is not on involvement in management affairs, but on
enhancing shareholder and enterprise value by helping develop improvement measures through sufficient dialogues in relation to focus
areas and unexpected concerns. When an issue requiring shareholder engagement occurs, NPS seeks to check the facts and conducts
sufficient dialogues to address issues according to the Guideline for Stewardship Activities for Domestic Equity. Only when it is difficult

to expect improvements from a company, is active ownership engagement conducted.
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Stewardship Activities on Focus Areas and Unexpected Concerns

Focus Areas

Unexpected Concerns

Objectives

To enhance shareholder value and long-term profitability

Action to be taken

Request a company to make improvements
on focus areas

Request a company to make improvements
on unexpected concerns

Selection of a
Company subject
to Confidential
Dialogue

* (Target) Companies falling under the criteria
of focus areas, among companies with NPS’s
shareholding ratio exceeding 5% or the company’s
weight exceeding 1% in the portfolio

+ (Activities) Set up an amicable communication
channel to encourage a company to establish action
plans and countermeasures to enhance shareholder
value
*In principle, it is conducted confidentially. However, an open

letter is sent if no willingness to make improvements is
shown, such as refusing a dialogue.

« (Target) Companies selected for confidential
dialogue by the Special Committee through a
materiality assessment when an ESG-related
controversial issues* arises
* Including events or issues that may affect enterprise value

« (Activities) Set up an amicable communication
channel to encourage a company to establish action
plans and countermeasures to enhance shareholder
value
* In principle, it is conducted confidentially. However,

an open letter is sent if no willingness to make
improvements is shown, such as refusing a dialogue.

Selection of a
Company in
Confidential /
Public Focus
List

* (Target) Companies showing no improvements
despite a series of dialogues for a certain period

» (Activities) Designate a company in focus list and
continuously encourage it to make improvements
*In principle, it is conducted confidentially. However,

if no improvements are made until a year end, the
Special Committee decides whether to publicly
disclose the company in a public focus list

N/A

Active
Ownership

» (Target) Companies showing no improvements
despite a series of dialogues for a certain period

+ (Activities) Make shareholder proposal, etc. after
reviewed by the Special Committee and approved
by the FMC in accordance with the Guideline for
Active Ownership
* As for issues relating to dividend policy and remuneration

cap for directors, shareholder proposal (not involved in
management affairs) is first made based on the decision
by the Special Committee.

+ (Target) Companies showing no improvements
despite a series of dialogues for a certain period

« (Activities) Make shareholder proposal, etc. after
reviewed by the Special Committee and approved
by the FMC in accordance with the Guideline for
Active Ownership

66
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3. Looking Ahead

NPS formulated the Plan to Facilitate Responsible Investment in November 2019 as part of efforts to enhance long-term returns
by increasing market trust as public pension fund and minimizing investment risks. In line with this plan, NPS has developed a

roadmap to facilitate Rl activities.

3-1. ESG Investing

NPS applied the ESG Integration to internally managed domestic equity and internally managed domestic fixed income (corporate
bond), and seeks to apply it to global equity and fixed income going forward. In 2022, ways to apply ESG Integration to global
equity and fixed income were formulated based on the results of commissioned research conducted in 2021 and thorough
discussion with investment departments, and the ways were reported to the Special Committee on Responsible Investment
& Governance. According to the measures, NPS will apply ESG Integration to global equity and fixed income by amending the
Guideline for ESG Integration.

Furthermore, as part of effort to enhance capacity and expertise in responsible investment, NPS has dispatched a professional
in charge of stewardship activities to the London Office to strengthen its network with global pension funds. Going forward, NPS

will gradually increase the number of manpower engaging in stewardship activities in overseas offices.

3-2. Exercise of Shareholder Rights

NPS has announced its plan to expand shareholder engagement in the domestic equity portfolio from the current focus on
governance to include environmental and social factors, as well as to undertake shareholder engagement for global equity. To this
end, climate change (environmental) and industrial safety (social) are added to focus areas on the domestic equity portfolio, and a
detailed action plan will be developed to conduct shareholder engagement going forward. For global equity, commissioned research
was conducted to benchmark the best practices of leading peers, and based on the results of commissioned research and the
characteristics of investment in the asset class, NPS will develop ways to implement shareholder engagement for asset class.

In July 2018 when adopting the Responsible Investment & Governance Principles, or Stewardship Code, NPS established the criteria
and grounds to file a derivative suit and damage claim suit, in a bid to contribute to increasing shareholder value over the long-term
horizon. Currently, NPS is working on the development of standards to file a derivative suit, which include detailed implementation

measures.

Going forward, NPS will review cases subject to a derivative suit by comprehensively considering the impact on fund performance,
the possibility of winning, and the enhancement of enterprise value in the long term, in accordance with applicable criteria and

grounds, when necessary.
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1. 2022 Financial Statements

Independent Auditors’ Report
(Based on a report originally issued in Korean)

To Minister of Health and Welfare and

the National Pension Fund Management Committee

Opinion

We have audited the financial statements of National Pension Fund (hereinafter the “NPF”), which comprise the statement of financial
position as at December 31, 2022 and December 31, 2021, and, the statements of financial operation, and statements of changes
in net assets for the years then ended, and notes, comprising a summary of significant accounting policies and other explanatory

information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of December 31,
2022 and 2021 and the results of its operation, and the changes in its net assets for the years then ended in conformity with the
National Accounting Standards of the Republic of Korea.

Basis for Opinion

We conducted our audit in accordance with Korean Standards on Auditing. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the NPF in accordance with the ethical requirements that are relevant to our audit of the financial statements in Korea, and we have
fulfilled our ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with the National
Accounting Standards of the Republic of Korea, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the NPF’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management
either intends to liquidate the NPF or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the NPF’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Korean Standards on Auditing will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with Korean Standards on Auditing, we exercise professional judgment and maintain

professional skepticism throughout the audit. We also:

1. 2022 Financiall Statements

2. Key Statistics
3. FMC Meetings

+ |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

+ Obtain an understanding of internal control relevant to the audit 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 Group’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related

disclosures made by management.

+ Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on
the Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,

future events or conditions may cause the Group to cease to continue as a going concern.

+ Evaluate the overall presentation, structure, and content of the financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Gramt Thormntem Dag‘oo

Seoul, Korea
February 15,2023

This audit report is effective as of the independent auditor’s report date. Accordingly, certain material subsequent events or
circumstances may have occurred during the period from the auditors’ report date to the time this audit report is used. Such
events and circumstances could significantly affect the accompanying financial statements and may result in modifications to
this report.

Grant Thornton Daejoo(CHE3| ARl /A MEEHEA), a Korean Accounting Firm is a member of Grant Thornton International Ltd(GTIL), “Grant Thornton”
refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients and/or refers to one or more
member firms, as the requires. GTIL and each member firm is a separate legal entity. Services are delivered by the member firms. GTIL does not provide
services to clients. GTIL and its member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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® Appendix 1. 2022 Financiall Statements N
2. Key Statistics N
3. FMC Meetings E
%
Statements of Financial Position =
As of December 31,2022 and 2021 g
o
(In Korean Won) (In Korean Won) E
&
Assets Assets jé
. Current Assets 217,250,029,313,455 236,680,756,798,176 h. Foreign bonds 27,656,566,698,535 27,660,757,485,682 ’%
1. Cash and cash equivalents 1,916,529,090,135 1,491,030,022,224 (2) Equity securities 426,070,268,097,176 432,338,692,887,235 22
2. Short-term financial instruments 12,570,000,000,000 15,400,000,000,000 a. Domestic discretionary contract assets 108,996,064,466,370 128,595,537,770,326 §
(1) Bank deposits 12,570,000,000,000 15,400,000,000,000 b. Foreign discretionary contract assets 177,016,927,240,003 191,102,749,122,833 =
3. Short-term investment securities 199,208,751,452,794 217,181,069,513,805 c. Stocks 3,637,065,668,652 4,107,144,792,696
(1) Debt securities 39,120,798,701,766 31,946,445,064,942 d. Equity investments 11,636,893,833,421 11,837,508,653,969
a. Government bonds 8,885,050,759,986 10,494,932,429,303 e. Beneficiary certificates 5,441,881,138,030 5,214,374,754,959
b. Public bonds 9,957,026,153 59,957,658,055 f. Foreign equity securities 119,341,435,750,700 91,481,377,792,452
c. Municipal bonds 1,218,291,635,147 1,397,066,462,862 3. Long-term loans 4,133,008,956,487 4,486,399,382,125
d. Special bonds 3,827,403,147,483 2,760,461,966,191 (1) Long-term loans 4,167,514,095,734 4,519,923,379,750
e. Financial bonds 5,534,756,253,450 3,524,770,703,302 Allowance for bad debts (34,505,139,247) (33,523,997,625)
f. Credit financial bonds 3,195,433,447,625 2,253,222,142 856 Ill. Property, plant and equipment 15,128,981 17,534,856
g. Corporate bonds 13,539,601,664,874 8,040,165,871,050 1. Fixtures, fittings and office equipment, gross 22,589,000 22,589,000
h. Foreign bonds 2,559,738,543,786 2,426,126,332,693 Accumulated depreciation (7,460,019) (5,054,144)
i. Electronic short-term bonds 99,944,309,590 989,741,498,630 IV. Other non-current assets 658,479,623,995 577,939,932,834
j. Foreign Currency CP 250,621,913,672 - 1. Long-term other receivables 26,905,033,686 -
(2) Equity securities 160,087,952,751,028 185,234,624,448,863 (1) Long-term accrued interest income 75,265,264,340 -
a. Domestic stocks 61,987,376,709,023 84,279,445,853,980 Long-term allowance for other accounts receivables (48,360,230,654) -
b. Foreign stocks 98,100,576,042,005 100,955,178,594,883 2. Other assets 631,574,590,309 577,939,932,834
4. Other receivables 2,224,572,627804 2,175,345,846,628 (1) General business accounting assets 435,424,679,034 384,801,518,145
(1) Accrued interest income 1,975,520,490,612 1,892,744.,060,672 (2) Welfare business accounting assets 196,149,911,275 193,138,414,689
(2) Accrued other income 139,682,961,790 106,712,911,044 Total assets 890,776,852,743,481 W 949,040,391,549,716
(3) Other accounts receivable 109,443,966,343 190,802,216,296 Liabilities
Allowance for other accounts receivable (74,790,941) (14,913,341,384) 1. Current liabilities 275 374,650,439 283,515906,613
5, Short-term loans 374921,924,522 335243351492 1. Derivatives 152,198,184,057 47917.939,531
(1) Short-term loans 376,401,067.792 337,983813,504 2. Other accounts payable 118,509,276,645 230,205,555,631
Allowance for bad debts (1,479,143,270) (2,740,462,012) 3. Accrued expenses 4571712797 4,542 880,351
6. Other current assets 955,254,218,200 98,068,064,027 4. Withholdings 95,476,940 849,531,100
(1) Derivatives 891,177,405,779 60,853,409,188 I1. Other non-current liabilities 35,765,884,060 37,517,096,820
(2) Prepaid income taxes 64,076,812,421 37,214,654,839 1. Security deposits received from NPS 35,765,884,060 37,517,096,820
Il. Investments 672,868,328,677,050 711,781,677,283,850 Total liabilities 311,140,534,499 321,033,003,433
1. Long-term financial instruments - 20,000,000,000 Net assets
(1) Bank deposits - 20,000,000,000 |. Basic net assets 335.261,900 335,261,900
2. Long-term investment securities 668,735,319,720,563 707,275,277,901,725 IL. Reserve and surplus 759,798.002.780,633 711.442.492.916.212
(1) Debt securities 242/665051,623,387 274936,585,014,490 1. Reserve for national pension benefits 448,512,561630,776 426,618,608,609,846
a. Government bonds 106,995,905,817,337 121,413,981,907,564 2. Surplus 311.285441,149.857 284,823,884,306,366
b- Public bonds 445447993411 890,186604,190 Il. Net asset adjustments 130,667,374,166,449 237.276,530,368,171
¢. Municipal bonds 9.544,276,404,301 8,860,549,801,381 1. Accumulated gain on investment securities valuation 130,665,086,764,555 237,329,667,804,138
d- Special bonds 46,190212,859,887 53,056,346,945:449 2. Other changes in net assets 2287401894 (53,137,435.967)
e. Financial bonds 18,106,625,958,739 20,681,744,181,295 Total net assets 890,465,712,208.982 948719358 546,283
f: Credit financial bonds 8,961,423,955,749 9.443,631,797,568 Total liabilities and net assets 890,776852.743481 949,040.391549.716
g. Corporate bonds 24,764,591,935,428 32,929,386,291,361
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S
Statements of Financial Operation =
For the years ended December 31,2022 and 2021 g
o
(In Korean Won) (In Korean Won) i
2022 2021 2022 2021 %
I. Net program cost 606,587,807,907 W 600,909,935,736 (2) Gain on disposition of long-term investment securities 8,035,001,561,960 11,590,793,877,820 jé
1. Program(A): Pension service 4, Other income 14,014,289,602,880 9,722,925,574,083 E
(1) Gross cost 56,498,905,254,515 54,113,221,464,378 (1) Dividend income 7,273,550,241,617 6,990,410,541,801 %
(2) Revenue (55,924,528,506,840) (53,550,314,839,689) (2) Gain on foreign currency transactions 1,987,432,662,315 951,431,327,308 %
(3) Net program cost 574,376,747 675 562,906,624,689 (3) Gain on derivative transactions 4617,238,107,284 1,623,188,978,381
2. Program(B): Buildings and Welfare (4) Reversal of allowance for doubtful accounts 9,787,733,626 33,063,333,107
(1) Gross cost 56,933,515,828 59,297,674,524 (5) Reversal of impairment loss on assets 33,333,332,800 33,333,334,400
(2) Revenue (24,722,455,596) (21,294,363,477) (6) Miscellaneous income 92,947,525,238 91,498,059,086
(3) Net program cost 32,211,060,232 38,003,311,047 V. Net operating cost (26,451,218,843,491) (37,474,969,601,215)
1l. Management and operating expense 52,938,204,044 58,507,883,227 VI. Non-exchange revenue 10,338,000,000 10,199,000,000
1. Transfers for management and operating 52,938,204,044 58,507,883,227 1. Other financing and transfers 10,338,000,000 10,199,000,000
IIl. Non-allocated expenses 10,086,479,961,160 4,279,798,245,383 VII. Net operating results (26,461,556,843491) (37,485,168,601,215)
1. Commission expense 22,923,705,451 19,151,935,204
2. Bad debt expense 43,032,211,836 22,763,909,389
3. Loss on valuations 152,904,303,901 48014,184,746
(1) Loss on derivative valuation 152,198,184,057 47.917,939,531
(2) Loss on foreign currency translation 706,119,844 96,245,215 Statements of Cha nges in Net Assets
4, Loss on disposition of assets 5,205,571,336,651 2,238,833,180,468 For the years ended December 31, 2022 and 2021
(1) Loss on disposition of short-term investment securities 2,832,800,797,180 1,297,347,196,332
(2) Loss on disposition of long-term investment securities 2,372,770,539,471 941,485,984,136 (In Korean Won)
5. Assets impairment loss - 100,354,736,250 Basic Net Assets Reserve and Surplus Net asset Adjustments Total Net Assets
6. Taxes and dues 118,601,641,004 80,738,373,478 Prior Year
7. Depreciation expense 2,405,875 2,756,807 I. Net assets at January 1, 2021 W 335,261,900 ¢ 649,553,897,590,227 W 184,173,396,871,960 W 833,727,629,724,087
8. Other expenses 4,543,444,356,442 1,769,939,169,541 1. Reported amount 335,261,900  649,6563,897,590,227  184,173,396,871,960  833,727,629,724,087
(1) Loss on foreign currency transactions 2,416,401,553,741 1,029,848,832,868 Il. Operating results - (37,485,168,601,215) 4 (37,485,168,601,215)
(2) Loss on derivative transactions 2,015,529,426,687 643,070,082,804 IIl. Adjustments 5 24,403,426,724,770 53,103,133,496,211 77,506,560,220,981
(3) Miscellaneous 111,5613,376,014 97,020,253,869 1. Gain on investment securities valuation - - 53,083,000,927,430 53,083,000,927,430
IV. Non-allocated revenues 37,197,224,816,602 42,414,185,666,061 2. Other increase in net assets - 24,403,426,724,770 20,132,568,781 24,423,559,293,551
1. Interest income 7,639,954,009,213 6,797,801,315911 IV. Net assets at December 31, 2021 W 335,261,900 W 711,442,492,916,212 W 237,276,530,368,171 W 948,719,358,546,283
(1) Interest income on financial instruments 399,654,403,075 215,906,706,380 Current Year
(2) Interest income on bonds 6,849,423,376,418 6,170,104,650,567 I. Net assets at January 1, 2022 W 335,261,900 W 711,442,492916,212 W 237,276,530,368,171 W 948,719,358 546,283
(3) Interest income on loans 390,876,229,720 411,789,958,464 1. Reported amount 335261,900  711,442,492916212  237,276,530,368,171 948,719,358,546,283
2. Gain on valuations 894,617,388,593 62,670,441,822 II. Operating results S (26,461,556,843,491) S (26,461,556,843,491)
(1) Gain on derivative valuation 891,177,405,779 60,853,409,188 IIl. Adjustments 5 335,261,900 (106,609,156,201,722)  (84,715,203,180,792)
(2) Gain on foreign currency translation 3,439,982,814 1,817,032,634 1. Gain on investment securities valuation - - (106,664,581,039,583)  (106,664,581,039,583)
3. Gain on disposition of assets 14,648,363,815,916 25,830,788,334,245 2. Other increase in net assets - 21,893,953,020,930 55,424,837,861 21,949,377,858,791
(1) Gain on disposition of short-term investment securities 6,613,362,253,956 14,239,994,456,425 IV. Net assets at December 31,2022 i 335,261,900 W 759,798,002,780,633 W 130,667,374,166,449 W 890,465,712,208,932
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The National Pension Fund has adopted National Accounting Standards abiding by the Article 11, Clause 1 of the National
Accounting Act, effective from 2009, and detailed accounting standards approved by the National Accounting Act Business
Accounting Deliberation Council (BADC) in the preparation of its financial statements.

(1) Basis of Financial Statement Presentation

The NPF maintains its official accounting records in Korean Won and prepares financial statements in Korean language which
is in conformity with National Accounting Standards. The accompanying financial statements have been translated into English
from Korean language financial statements. Certain accounting principles applied by the NPF that conform with National
Accounting Standards in the Republic of Korea may not conform to those standards used in other countries. Accordingly, these

financial statements are intended for those who understand National Accounting Standards of Republic of Korea.

(2) Pension Contributions and Disbursements

Pension contributions are recognized as their revenue that is based on the amount deposited into the National Pension Fund
Account in the Bank of Korea as of the balance sheet date. The fund is transferring out as Pension Benefit Transfer-Out fund
to general business accounting fund for paying out pension benefit. The difference between pension contributions and pension
benefit transfer-out is accrued as an expense item in the Statements of Financial Operations and is reflected as net assets in
the Statements of Financial Positions.

For the period from the introduction of National Pension Scheme which was January 1, 1988 to December 31, 2022, the total billed
pension contributions were KRW 744,410,970 million. Of this contributions, KRW 737,087,883 million was collected and KRW 7,323 087
million (1.0%) was not collected as of December 31, 2022. The uncollected amount was not recognized as revenue. The accumulated
billed pension contributions for workplace based insured persons are KRW 637,899,991 million and the accumulated uncollected amount
is KRW 2,275,154 million (0.4%). The accumulated billed pension contributions for individually regional based insured persons are KRW
106,510,978 million and the accumulated uncollected amount is KRW 5047933 million (4.7%,).

If the uncollected amount had been recognized as receivable by billing basis, the effect of such recognition should be as follows; Total
assets in the statement of financial position (accumulated uncollected amount less the estimated bad debt amount) and net assets
(Pension benefit reserve) would be increased. There would have been no effect on the result of financial operation since the total revenue
(earnings from uncollected amount in the current period) and gross cost (pension benefit reserve transfers, etc.) in the Statements of
Financial Operation would be increased in the same amount.

(3) Cash and Cash Equivalents

Cash and cash equivalents include currencies, substitute securities of currencies including checks issued by others, savings and
checking accounts, and securities and financial instruments with high liquidity that can be converted into cash without serious

costs and interest rate risk and of which maturities are three month or less at the time of purchase.

(4) Long-Term and Short-Term Financial Instruments

The NPF recognizes time deposits, time installment deposits, structured products owned by the NPF for short-term funding
purpose, and products with a maturity of less than one year as short-term financial instruments. The rest of financial
instruments besides cash and cash equivalents and short-term financial instruments are classified as long-term financial

instruments.
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(5) Securities

Based on the maturity, securities are categorized into short-term and long-term securities. The short-term securities include
debt and equity securities with a maturity of less than one year, or expected to be disposed within a year as of balance sheet
date. The long-term securities include such securities with a maturity of more than one year, or expected to be disposed in more
than a year as of balance sheet date.

The historical costs of securities are the sum of market value and incidental expenses at acquisition of the investment securities.
In the investment securities, the NPF uses moving average method to calculate the historical costs for equity securities, including
stocks and equity investment, while using specific identification of cost method for debt securities. When historical costs of debt
securities differ from face value, the effective interest rate method is applied to amortize the difference over the remaining term
of the securities.

Both for long-term and short-term investment securities, the fair value available to measure at the balance sheet date is used
to evaluate the securities. The difference between the book value and fair value of the securities is appeared as a reconciliation
item in the statement of changes in net assets.

For equity securities, market price is considered as fair value and is the closing price at the balance sheet date. For debt
securities with unavailable market quotations, an average debt value determined by independent credit rating agencies
authorized as debt evaluation agencies is used to determine fair value.

The fair value of beneficiary certificates, including discretionary contract assets, is their trading price presented by fund
managers. The fair value of non-marketable securities included into underlying investment assets is calculated by using rational
evaluation model and estimated value suggested by outside professional evaluation agencies.

For equity securities with unavailable market quotations, fair values are evaluated by external independent valuation companies
applying reasonable valuation models and estimates. For foreign equity investments, net asset values provided by external asset
management companies are used to estimate fair values. However, loans, BTL/BTO and SOC investments of which investment
amount are less than KRW 10,000 million, and investments in individual companies (projects) and real estates of which

investment period is less than one year at balance sheet dates are not subject to such fair value evaluation.

When recoverable value of securities decreases below the book value and the decrease stays significantly long to recover, the
NPF recognizes the difference between recoverable and book value as impairment losses in net operating cost.

(6) Allowance for Bad Debts

The NPF provides allowance in accordance with estimate amount of loss from short- term and long-term loans and advance
payments based on rational and specific method. Abiding by its guidelines for asset quality classification, the loans are classified
into five levels in consideration with the borrowers’ credit risk ratings, “normal,” “precautionary,” “substandard,” “ doubtful,”
and “estimated loss,”. The minimum loan loss rates according to the guidelines for loans range from 0.5% (0.2 % for loans
guaranteed by Korean government, local government or government invested organizations) for normal, 2.0% for precautionary,
20% for substandard, 50% for doubtful and 100% for estimated loss.

(7) Derivatives

The NPF evaluates rights and responsibilities according to contracts for derivative instrument and sums them as assets and
liabilities in the financial statements. The gain/loss created by the contracts reflects as a part of net operating cost when they
occur. The derivative instrument designated as hedging the exposure to variability in expected future cash flows of an asset or a

liability is attributable to gain/loss on valuation of derivatives in the statements of changes in net assets.
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(8) Provisions, Contingent Liabilities
Provisions are recognized when the Company has a present legal or constructive obligation as a result of a past event, it is

probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation.

Contingent liabilities which are not recognized as liabilities because they are either possible obligations, as it has yet to be
confirmed whether the entity has a present obligation that could lead to an outflow of resources embodying economic benefits
or present obligations that do not meet the recognition criteria in this Standard (because either it is not probable that an outflow
of resources embodying economic benefits will be required to settle the obligation, or a sufficiently reliable estimate of the
amount of the obligation cannot be made) is disclosed in the notes.

(9) Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses. Historical
cost includes expenditures that are directly attributable to the acquisition of the items. ltems of property, plant and equipment
are measured at cost, which includes capitalized borrowing costs, less accumulated depreciation and any accumulated
impairment losses. Property, plant and equipment are depreciated on a straight-line basis over estimated useful lives.

The estimated useful lives of the NPF’s property, plant and equipment are as follows:

Estimated useful lives

Fixtures, fittings and office equipment 8~11years

(10) Foreign Currency Translation

The NPF converts foreign currency-denominated monetary assets and liabilities into Korean won based on basic rates
announced by Seoul Money Brokerage Service at balance sheet dates. Foreign currency translation gains/loss reflects into the
calculation of net operating cost. For foreign currency-denominated investment securities, the difference between fair value,
which is the amount in KRW translated at reporting period, and book value is presented as a part of adjustments in the net
asset statements. The Korean won equivalent of assets and liabilities denominated in foreign currencies are translated in these
financial statements based on the basic rate of KRW 1,267.3 to USD 1.00 on December 31, 2022, as announced by Seoul Money
Brokerage Service.

(11) Transactions with General Business Accounting and Welfare Business Accounting

The NPF appropriates the amount transferred to purchase assets for general businesses for “general business accounting
assets” in the statement of financial position, while the amount transferred to operate welfare businesses for “welfare business
accounting assets.” In addition, the amount transferred to general business accounting to pay pension benefits and spend for
operation of the NPF is all reflected on the statements of financial operations as Pension Benefit and management and operating

expense.

The NPF recognizes the changes in net asset values due to the net income (loss) of general or welfare business accountings as

general/welfare business gain/loss in the statements of financial operations.

2. Key Statistics

1. 2022 Financial Statements

2. Key Statistics
3. FMC Meetings

(in KRW 100 million)

| 2018 2019 2020 2021 2022
The Fund (market value) 6,387,811 7,366,538 8,337,276 9,487,194 8,904,657
Financial Assets 6,382,168 7,360,790 8,331,384 9,481,060 8,898,353
Domestic Equity 1,089,138 1,322,609 1,766,957 1,658,077 1,253,730
Domestic Fixed Income 3,109,927 3,207,512 3,260,993 3,399,907 3,111,856
Global Equity 1,129,610 1,665,277 1,927,517 2,566,248 2,408,940
Global Fixed Income 265,874 304,622 448,827 638,963 632,882
Alternatives 766,195 842,952 906,596 1,193,054 1,462,322
Short-term Assets 21,426 17,819 20,493 24811 20,171
Welfare Sector 1,446 1,663 1,800 2,005 2,036
Others 4,196 4,085 4,092 4,128 4,267

Note: Financial assets include tactical FXexposures.

(in KRW 100 million)
The Fund (book value) 5,655,446 6,063,088 6,493,363 7,110,127 7,581,487
Revenues 7,505,543 8,147,514 8,841,382 9,756,896 10,576,464
Contributions 5,286,164 5,764,165 6,276,336 6,811,739 7,370,879
Investment Income 2,212,350 2,376,172 2,557,805 2,937,800 3,198,349
Government Subsidies, etc. 7,029 7177 7,241 7,357 7237
Expenses 1,850,097 2,084,426 2,348,019 2,646,770 2,994,978
Pension Benefits 1,770,000 1,997,644 2,254,185 2,545,552 2,885,753
General & Administrative Expenses 80,097 86,782 93,834 101,217 109,224
(person)
Pension Contributors 22,313,869 22,216,229 22,107,028 22,347,586 22,497,819
Workplace-based Insured 13,817,963 14,157,574 14,320,025 14,580,825 14,785,761
Individually Insured 7,694,885 7,232,063 6,898,118 6,827,009 6,845,744
Voluntarily Insured, etc. 801,021 826,592 888,885 939,752 866,314
Beneficiaries 4,769,288 5,163,110 5,588,154 6,070,124 6,642,643
Old-Age Pension 3,778,824 4,090,497 4,468,126 4,894,452 5,396,729
Disability Pension 75,734 77,872 78,079 77,726 76,718
Survivor's Pension 724,132 792,774 841,817 892,195 951,470
Lump-sum Allowance 172,598 201,967 200,132 205,751 217,726
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Attachment
3. FMC Meetings

Session
(Date) No. Agenda Result

2021 National Pension Fund Settlement (Proposal) Resolved

Adjustment in Target Range of External Management on Alternative Assets (Proposal) Amendment

Amendments to the Guideline for Stewardship Activities (Proposal) <Rediscussed> Resolved

1 202110th FMC Meeting Minutes (Summary)

Feb. 25 S S T S T T T S P S
(Feb. 25) Interim Reporting of Commissioned Research on the Development of Range and Standards of Coal
Mining and Coal-fired Power Industry <Confidential> Reported

Report of 2022 Target Active Risk Allocation Result by Asset Class

National Pension Fund Status as of Dec. 31, 2021 (Preliminary)

Amendments to the Guideline for National Pension Fund Management (Proposal)_ Change in Risk

Resolved
Tolerance Index

1st Proposal

Review of Change in the Purpose of Holding Hanjin KAL Stocks Resolved

2022 1st FMC Meeting Minutes (Summary)
Status of Establishment of Mid-term Asset Allocation Plan (2023~2027) <Confidential>

Final Reporting of Commissioned Research on the Development of Range and Standards of Coal Mining
and Coal-fired Power Industry <Confidential> Reported

Sub-Committee’s Progress for Amendments to the Guideline for Stewardship Activities (Proposal)
<Confidential>

National Pension Fund Status as of Feb. 28, 2022 (Preliminary)

Mid-term Asset Allocation Plan (2023~2027) (Proposal) <Confidential> 2nd Proposal

2023 Fund Management Plan (Proposal) Resolved
2022 2nd FMC Meeting Minutes (Summary)

— Reported
National Pension Fund Status as of Mar. 31, 2022 (Preliminary)

2021 Fund Management Performance Assessment (Proposal)
- Resolved
2021 NPSIM Performance-based Incentive Ratio (Proposal)

2022 3rd FMC Meeting Minutes (Summary)

_————————————— Reported
National Pension Fund Status as of Apr. 30, 2022 (Preliminary)

Change of 2022 Fund Management Plan (Proposal)_Deficiency Amount, including Pension Benefits Payment

Amendments to the Guideline for National Pension Fund Management (Proposal)_FX Short-term Resolved
Assets Limit Raise

2022 4th FMC Meeting Minutes (Summary)
Conclusion of Currency Swap Arrangement between NPS and Bank of Korea

FMC Sub-Committee’s Discussion Progress for Amendments to the Guideline for Stewardship

2021 FMC Activity Report

Reported

National Pension Fund Status as of July 31,2022 (Preliminary)

2023 Target Excess Return (Proposal) 2nd Proposal 2022 ResponSib|e

Resolved

Improvement of Infrastructure Performance Assessment Benchmark (Proposal)
e e Resolved Investment & Governance

Ad nt of Global Investment Policy <Confidential>

2022 5th FMC Meeting Minutes (Summary) Re pO rt
- Reported
National Pension Fund Status as of Sept. 30, 2022 (Preliminary)
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| . Responsible Investment

1. What is Responsible Investment?

National Pension Service (NPS) conducts responsible investment (RI) in line with its Rl strategies in order to achieve long-term
and stable returns. At NPS, responsible investment is categorized in two forms: ESG Incorporation and Active Ownership. ESG
Incorporation is a way to consider environmental, social and governance (ESG) factors in investment decision-making, and Active
Ownership is involved in voting and constructive dialogues to improve ESG-related risk management and enhance enterprise value.

ESG Incorporation is conducted in three approaches: ESG Integration, Screening and Thematic. ESG Integration considers
both financial factors and non-financial factors, including ESG; Screening uses filters to determine which companies, sectors, or
industries are eligible or ineligible to be included in a portfolio; Thematic approach seeks to achieve risk-adjusted return and ESG
outcomes altogether. Active Ownership includes the exercise of voting rights at shareholder meetings, as well as shareholder
engagement, such as dialogues and shareholder proposals.

NPS Responsible Investment Scheme

Adoption

PRI Definition Remarks

Status

1. ESG Incorporation

) ) ) + ESG rating is considered for
; + Consider financial factors and non-financial ) )
@ ESG Integration . ) ) - ) Adopted internally managed equity and
factors, including ESG, in decision-making .
fixed income (corporate bond)

+ An action plan on negative
To be screening is under development in
adopted line with the FMC’s announcement
of coal phase-out

» Include (positive screening) or exclude (negative
@ Screening screening) certain industries which are considered
positive or negative from an ESG perspective

« Pursue risk-adjusted returns and ESG outcomes

Thematic Not yet =
® altogether v
2. Active Ownership
) . L . + NPS votes on domestic and global
@ Voting + Exercise voting rights at shareholder meetings Adopted e g

+ Shareholder engagement not involved in
management affairs: Dialogue with companies
(confidential dialogue, confidential/public focus list) Dialogues are conducted with

« Shareholder engagement involved in management companies in the domestic equit;

® Engagement . == gA Adopted 5 . ) au

affairs: shareholder proposal, etc. (after publicly portfolio in relation to focus areas
disclosing focus list) and unexpected concerns

« Litigation: Shareholder derivative suit, damage claim
suit, etc.

2022 Responsible Investment &
Governance Report

2. Legal Basis

The legal grounds for responsible investment (RI) to incorporate ESG factors into investment decision-making have been put in
place since January 2015 through amendments to the National Pension Act. In line with this, a new provision on the implementation
of Rl was added to the Guideline for National Pension Fund Management in April 2016. NPS’s stewardship code, Responsible
Investment & Governance Principles, and related guidelines were amended and enacted in July 2018 to form a legal basis for
the exercise of shareholder rights. In December 2019, a Guideline for Active Ownership was enacted as detailed implementation
measures to exercise shareholder rights in a broader manner. In November 2019, a Plan to Facilitate Responsible Investment was
formulated to add a new investment principle, ‘Sustainability,’ to the existing five investment principles: Profitability, Stability, Public
Benefit, Liquidity and Independence.

Legal Basis for Responsible Investment

National Pension Act

Article 102 (Management and Operation of Fund)

(4) Where the Minister of Health and Welfare manages and operates the Fund pursuant to paragraph (2) 3, he/she may take into account
environmental, social, and governance factors related to investment targets, to achieve long-term and stable revenues.

Guideline for National Pension Fund Management

Article 4 (Investment Principles)

5. Sustainability: To fulfill the fiduciary duty, particularly given ESG factors, to enhance the sustainability of assets under management
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3. Responsible Investment Policies

NPS conducts responsible investment in the best interests of the contributors and beneficiaries of the National Pension Plan
with the objective of achieving stable growth of the National Pension Fund. To this end, NPS has adopted Responsible Investment
Principles (Rl Principles) and Responsible Investment & Governance Principles, or Stewardship Code; has considered non-financial
factors, such as ESG, in accordance with standards, methods, and procedures set out in the Guideline for Stewardship Activities
when managing and investing the Fund; has exercised shareholder rights to pursue independence and transparency.

Guideline for National Pension Fund Management

Article 17 (Responsible Investment)

(1) Where the Fund is administered and managed by means of trading and lending of securities, environmental, social and governance
(ESG) aspects may be integrated into investment decisions, in order to deliver long-term stable returns. The principles of
responsible investment shall be prescribed by Exhibit 4.

Article 17-2 (Principles on Responsible Investment & Governance)

In a bid to enhance transparency and independence of stewardship activities and improve long-term returns, stewardship activities shall
be conducted in accordance with the Responsible Investment & Governance Principles approved by the FMC and referred to by the
Korea Stewardship Code, ‘Principles on the Stewardship Responsibilities of Institutional Investors.’

Article 17-3 (Responsible Investment and Exercise of Shareholder Rights)

Responsible investment and exercise of shareholder rights shall be undertaken,

(1) With the objective of achieving stable growth of assets under management;

(2) In good faith in the best interests of the contributors and beneficiaries of the National Pension Plan;

(3) In a direction towards increasing shareholder value over the long run;

(4) In compliance with standards, process and procedure as stipulated in the Guideline for Stewardship Activities approved by the FMC.

Responsible Investment & Governance Principles

Responsible Investment Principles (Stewardship Code)

(1) Achieve long-term and stable returns

1)F late and publicly disclose St dship Activities Poli
(2) Implement Rl according to the Guideline for Stewardship () Zortm. o emel u eyl s Bt il Aol ol

Activities (2) Formulate and publicly disclose Conflict of Interest Prevention

. L Polic

(3) Implement RI on equity and fixed income assets @R )I/ | SN :
egularly monitor investee companies

(4) Incorporate non-financial factors, including environmental, S =

social and governance (ESG), into investment decisions (4) Formulate a guideline for stewardship activities and conduct

L . shareholder engagement
(5) Conduct shareholder engagement with investee companies gag

(5) Formulate and publicly disclose Voting Right Policy, and

6) Consider Rl when selecting and assessing external managers . ) .
© g g g publicly disclose voting results and reasons for each vote

(7) Encourage investee companies to publicly disclose ESG-

6) Regularly report stewardship activities
related information (6) Regularly rep p

(7) Enhance capabilities and expertise in effective implementation

8) Enh biliti d tise in RI
(8) Enhance capabilities and expertise in of stewardship activities

(9) Regularly report Rl activities

Guideline for Stewardship Activities

PART 1 (General Provisions): Purpose, Scope of Application, Basic Principles, Stewardship Activities, Decision Making Body
PART 2 (Responsible Investment): Subjects, Non-financial Factors (ESG), Incorporation Method

PART 3 (Exercise of Shareholder Rights)

- Voting (Subjects, Basic Principles, Specific Voting Guidelines, etc.)

- Stewardship Activities on Focus Areas (Confidential Dialogues, Selection of Confidential/Public Focus List, Open Letters,

Shareholder Proposals, etc.)

- Stewardship Activities on Unexpected Concerns (Subjects, Provisions Applicable Mutatis Mutandis)
PART 4 (Public Disclosure, Submission, etc): Notification and Public Disclosure, Public Disclosure and Submission, Responsible
Investment & Governance Report, Internal Control, Record Keeping, Capacity Building, etc.
Exhibits: Voting Guidelines for Domestic Equity, Voting Guidelines for Global Equity, Voting Results, Focus Areas Selection Criteria

2022 Responsible Investment &
Governance Report

4. Responsible Investment Governance

NPS conducts responsible investment in accordance with policies approved by the National Pension Fund Management Committee (FMC),
the highest decision-making body. The Special Committee on Responsible Investment & Governance, consisting of full-time expert
advisors and external experts, supports the FMC in decision-making on responsible investment activities, as well as reviews and decides
on key matters concerning ESG incorporation and exercise of shareholder rights.

At NPS, the Global Responsible Investment & Governance Division is in charge of the implementation of responsible investment. The
division, comprised of 16 members as of the end of 2022, consists of two teams: the Responsible Investment Team and Corporate
Governance Team. The Responsible Investment Team supports the development of responsible investment policies and guidelines; maps
out responsible investment strategies and action plans that help portfolio managers consider ESG Integration in investment decision-
making; conducts research, including ESG evaluation and ESG controversial issues monitoring; and carries out ESG-related shareholder
engagement. Meanwhile, the Corporate Governance Team supports the development of policies and guidelines for the exercise of
shareholder rights; formulates action plans; conducts research on corporate governance; exercises voting rights on listed companies;
holds dialogues with companies concerning focus areas.

Responsible Investment Governance

National Pension Fund Management Committee (FMC)

Ministry of
Health and « Decide on key policies on stewardship activities
Welfare + 20 members, including 6 ex officio members (incl. Minister of Health and Welfare

as Chair) and 14 representatives appointed in each group
National Pension Fund Management Practice Evaluation Committee (PEC)

« Conduct a preliminary review on agendas to be proposed to the FMC
+ 20 members, including 6 ex officio members (incl. Vice Minister of Health and
Welfare as Chair) and 14 representatives appointed in each group

Special Committee on Responsible
Investment & Governance

Special

+ Review and decide on key matters relating to stewardship activities

Special Confr??i:tll on .Committee on - Review principles and standards of responsible investment and
Committee Responsible Risk Management exercise of shareholder rights
on Investment Investment & and Perfo.rmance - Review the implementation of responsible investment and the
Policy Governance Evaluatlon.& exercise of shareholder rights
Compensation - Decide on matters relating to the exercise of shareholder rights

- Review matters relating to responsible investment
+ 9 members, including 3 full-time members and 6 external experts
recommended by each group

National
2?:\;':’: Responsible Investment Team Corporate Governance Team
. + Support the development of responsible + Support the development of policies and
Investment Strategy and Responsible investment policies and guidelines guidelines on the exercise of shareholder
Investment & Governance « Formulate responsible investment rights
strategies + Conduct research on corporate governance
Global Responsible « Support the implementation of responsible « Formulate action plans on the exercise of
Investment &Governance investment shareholder rights
+ Conduct research relating to responsible + Exercise voting rights on listed equity
investment holdings
. + Conduct dialogues with companies +Conduct dialogues with companies
Responsible Corporate concerning unexpected concerns concerning focus areas
Investment Governance + Annually issue a Responsible Investment &  « Disclose activities relating to shareholder
Team Team Governance Report engagement
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FMC Meetings on Responsible Investment in 2022

Session

Date Agenda

2022 Responsible Investment &
Governance Report

»]st

2nd

5lh

Amendments to the Guideline for Stewardship Activities (Proposal)

Feb.25  |nterim Reporting of Commissioned Research on the Development of Range and Standards of Coal Mining and Coal-fired Power
Industry <Confidential>

Review of Change in the Purpose of Holding Hanjin KAL Stocks

Final Reporting of Commissioned Research on the Development of Range and Standards of Coal Mining and Coal-fired Power

Hpn 28 Industry <Confidential>

Sub-Committee’s Progress for Amendments to the Guideline for Stewardship Activities (Proposal) <Confidential>

Sept.23  FMC Sub-Committee’s Discussion Progress for Amendments to the Guideline for Stewardship Activities (Proposal) <Confidential>

Session

Date

Agenda

Meetings of Special Committee on Responsible Investment & Governance in 2022

Session

Date Agenda

15(

2nd

3rd

4th

5th

6th

Selection of Companies Subject to Materiality Assessment on Unexpected Concerns (Proposal)
Selection of Companies Subject to Confidential Dialogues on Unexpected Concerns (Proposal)
Jan.24  Decision on Disclosure Scope of Voting Direction Prior to Shareholder Meetings (Proposal)
Voting Criteria for Board Gender Diversity (Proposal)
Voting Position on Agendas at Extraordinary General Meeting of POSCO (Proposal)
Amendments to Specific Voting Criteria for Domestic Equity on Labor Director System (Proposal)
Selection of Companies Subject to Confidential Dialogues on Concerns over Violation of Laws and Regulations (Proposal)
Selection of Companies Subject to Materiality Assessment on Unexpected Concerns (Proposal)
Feb.17  Reporting on Voting Rights to be Exercised in Annual General Meetings in March
Reporting on the Result of Periodic ESG Evaluation on Domestic Equity and Fixed Income in the Second Half of 2021
Reporting on the Result of Periodic Monitoring on Stewardship Activities and Proxy Voting
Reporting on a Plan to Conduct Confidential Dialogues on Unexpected Concerns (Proposal)
Selection of Companies Subject to Confidential Dialogues on Unexpected Concerns (Proposal)
— Early Exclusion of Companies Subject to Confidential Dialogues on Unexpected Concerns (Proposal)
Criteria for Voting Direction on Matters Affecting Enterprise Value and Infringing on Shareholder Rights and Interests (Proposal)
Improvement Measures to Provide Information including Voting Schedule for Domestic Equity (Proposal)
Improvement Status of Companies Subject to Confidential Dialogues and Selection of Confidential Focus List on Dividend
Policies (Proposal)
Improvement Status of Companies in Confidential Focus List and Selection of Public Focus List on Dividend Policies (Proposal)

|dentification of Improvement Status of Companies Subject to Confidential Dialogues and Selection of Confidential Focus List on
Mar. 10 Remuneration Cap for Directors (Proposal)

|dentification of Improvement Status of Companies Subject to Confidential Dialogues and Selection of Confidential Focus List on
Repetitive Vote Against (Proposal)

Identification of Improvement Status of Companies Subject to Confidential Dialogues and Selection of Confidential Focus List on
Concerns over Violation of Laws and Regulations (Proposal)

Identification of Improvement Status of Companies in Confidential Focus List and Selection of Public Focus List on
Remuneration Cap for Directors (Proposal)

|dentification of Improvement Status of Companies Subject to Confidential Dialogues and Selection of Confidential Focus List on
Repetitive Vote Against (Proposal)

Identification of Improvement Status of Companies in Confidential Focus List and Selection of Public Focus List on Repetitive
Vote Against (Proposal)

Voting Position on Agendas at Annual General Meeting of SK D&D (Proposal)
Mar. 17 Voting Position on Agendas at Annual General Meeting of HYOSUNG (Proposal)
Voting Position on Agendas at Annual General Meeting of POSCO (Proposal)
Voting Position on Agendas at Annual General Meeting of LG Chem (Proposal)
Voting Position on Agendas at Annual General Meeting of Hanjin KAL (Proposal)
Voting Position on Agendas at Annual General Meeting of Shinhan Financial Group (Proposal)
Voting Position on Agendas at Annual General Meeting of Hanwha Systems (Proposal)

|dentification of Improvement Status of Companies Subject to Confidential Dialogues and Selection of Confidential Focus List on
Remuneration Cap for Directors (Proposal)

Identification of Improvement Status of Companies in Confidential Focus List and Selection of Public Focus List on
Mar. 24 Remuneration Cap for Directors (Proposal)

Voting Position on Agendas at Annual General Meeting of KB Financial Group (Proposal)

Voting Position on Agendas at Annual General Meeting of Hana Financial Group (Proposal)

6[h

h

7

8th

»] Oth

»ch

1 2th

13[)’\

14"

Mar. 24

Apr. 22

May 30

June 23

July 8

July 27

Oct. 18

Nov. 21

Dec.9

Voting Position on Agendas at Annual General Meeting of Woori Financial Group (Proposal)
Voting Position on Agendas at Annual General Meeting of DGB Financial Group (Proposal)
Voting Position on Agendas at Annual General Meeting of Korea Investment Holdings (Proposal)
Voting Position on Agendas at Annual General Meeting of KCC Glass Corporation (Proposal)
Voting Position on Agendas at Annual General Meeting of Netmarble (Proposal)

Voting Position on Agendas at Annual General Meeting of Kakao (Proposal)

Voting Position on Agendas at Annual General Meeting of Hankook & Company (Proposal)
Voting Position on Agendas at Annual General Meeting of SK (Proposal)

Voting Position on Agendas at Annual General Meeting of Kumho Petrochemical (Proposal)
Voting Position on Agendas at Annual General Meeting of HDC Hyundai Development Company (Proposal)
Voting Position on Agendas at Annual General Meeting of SK Innovation (Proposal)

Voting Position on Agendas at Annual General Meeting of HDC Holdings (Proposal)

Voting Position on Agendas at Annual General Meeting of Celltrion (Proposal)

Voting Position on Agendas at Annual General Meeting of Dongkuk Holdings (Proposal)

Review of Change in the Purpose of Holding Hanjin KAL Stocks (Proposal)

Selection of Companies Subject to Materiality Assessment on Unexpected Concerns (Proposal)
Selection of Companies Subject to Confidential Dialogues on Unexpected Concerns (Proposal)

|dentification of Improvement Status of Companies Subject to Confidential Dialogues and Review of Implementation of Active
Ownership on Unexpected Concerns

Final Reporting of Commissioned Research on the Development of Range and Standards of Coal Mining and Coal-fired Power Industry
Selection of Companies Subject to Confidential Dialogues on Concerns over Violation of Laws and Regulations (Proposal)
Selection of Companies Subject to Materiality Assessment on Unexpected Concerns (Proposal)

Deliberation on Process of Filing Derivative Suits (Proposal)

Reporting on the Result of Periodic Monitoring on Stewardship Activities and Proxy Voting

Identification of Improvement Status of Companies Subject to Confidential Dialogues and Selection of Confidential Focus List on
Dividend Policies (Proposal)

|dentification of Improvement Status of Companies Subject to Confidential Dialogues and Selection of Confidential Focus List on
Concerns over Violation of Laws and Regulations (Proposal)

Selection of Companies Subject to Confidential Dialogues on Repetitive Vote Against (Proposal)
Reporting on a Plan to Conduct Confidential Dialogues on Unexpected Concerns (Proposal)

Selection of Companies Subject to Confidential Dialogues on Dividend Policies (Proposal)

Selection of Companies Subject to Confidential Dialogues on Remuneration Cap for Directors (Proposal)
Selection of Companies Subject to Confidential Dialogues on Unexpected Concerns (Proposal)
Reporting on a Responsible Investment & Governance Report

Selection of Companies Subject to Confidential Dialogues on Concerns over Violation of Laws and Regulations (Proposal)
Selection of Companies Subject to Materiality Assessment on Unexpected Concerns (Proposal)
Reporting on Voting Activities for Domestic Equity

Reporting on the Result of Legal Advice on the Right to Determine Whether to File Derivative Suits
Selection of Companies Subject to Confidential Dialogues on Unexpected Concerns (Proposal)

Selection of Companies Subject to Materiality Assessment on Unexpected Concerns (Proposal)

Ways to Apply Responsible Investment to Overseas Securities (Proposal)

Reporting on the Result of Periodic Monitoring on Stewardship Activities and Proxy Voting

|dentification of Improvement Status of Companies in Confidential Focus List and Selection of Public Focus List on Violation of
Laws and Regulations (Proposal)

|dentification of Improvement Status of Companies Subject to Confidential Dialogues and Selection of Confidential Focus List on
Violation of Laws and Regulations (Proposal)

Selection of Companies Subject to Confidential Dialogues on Violation of Laws and Regulations (Proposal)
Selection of Companies Subject to Confidential Dialogues on Unexpected Concerns (Proposal)

Reporting on Progress of Confidential Dialogues on Violation of Laws and Regulations

Reporting on the Result of the first periodic ESG Evaluation on Domestic Equity and Fixed Income in 2022
Interim Reporting on Confidential Dialogues on Unexpected Concerns

Reporting on the Result of Periodic Monitoring of Stewardship Activities and Proxy Voting

Reporting on the Result of Discussion at the FMC'’s Sub-Committee on Amendments to the Guideline for Stewardship Activities
(Proposal)
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5. Stewardship Activities Milestones

NPS began responsible investment (RI) with externally managed domestic RI funds in September 2006. Since then, NPS has been
committed to taking part in a range of Rl activities. In June 2009, NPS joined the Principles for Responsible Investment (PRI). In
March 2013, the Responsible Investment Team was created under the Investment Strategy Division to bring together all the voting
rights that had been exercised separately by domestic and global equity investment teams, thereby paving the way toward adopting
stewardship activities. In 2015, ways to promote dialogues with domestic listed companies on dividend policies were developed.
In December of the same year, an ESG Evaluation System for Domestic Equity was established. In 2016, an ESG Information
Sharing Platform was built to provide ESG-related information to portfolio managers so that ESG aspects can be considered in the
investment decision-making process.

In July 2018, Responsible Investment & Governance Principles, or Stewardship Code, was adopted. In January 2019, the Responsible
Investment Team was expanded and reformed into the Global Responsible Investment & Governance Division, consisting of the
Responsible Investment Team and Corporate Governance Team. In November 2019, a Plan to Facilitate Responsible Investment
was formulated to lay the foundation for applying Rl activities to more asset classes in the portfolio. In December 2019, a Guideline
for Active Ownership of Domestic Equity was developed to expand the scope of shareholder engagement. In July 2020, an annual
Responsible Investment & Governance Report was issued to disclose stewardship activities conducted by NPS in a transparent
manner. In November 2020, a Guideline for ESG Integration for Domestic Equity was devised to apply ESG Integration to the
internally managed domestic equity portfolio. In May 2021, negative screening was adopted in line with the FMC’s announcement
on coal phase-out (Exclusion of coal mining and coal-fired power industries).

In June 2021, a Guideline for ESG Integration for Internally Managed Domestic Fixed Income was developed to apply ESG
Integration to domestic fixed income (corporate bond). In December 2021, a Guideline for Responsible Investment on Composition
and Operation of Boards of Directors was issued to enhance the predictability of NPS’s direction of responsible investment activities
by sharing such information with investee companies, and to help them voluntarily run their corporate governance.

In February 2022, the Guideline for Stewardship Activities was amended to expand the scope of the exercise of voting rights
associated with global equity (portfolio weight: 0.5% and above — 0.3% and above). In March, e-voting was first utilized for domestic
equity. In June, NPS joined the IFRS Sustainability Alliance (previously SASB Alliance), and commenced checking whether a
responsible investment report is issued when selecting securities firms. As such, NPS constantly has constantly made endeavors to
bolster responsible investment.

Stewardship Activities
Milestones

2006

Sept. - Launched externally managed domestic RI funds

2013

Mar. - Created the Responsible Investment Team
under the Investment Strategy Division

2016

Apr. - Added a provision on Responsible Investment to Guideline
for National Pension Fund Management
(Investment Policy Statement)

Dec. - Established an ESG Information Sharing Platform
for domestic equity

2018

Jul. - Adopted Responsible Investment & Governance
Principles (Stewardship Code)

- Enacted a Guideline for Stewardship Activities

2020

Jul. - Issued an annual Responsible Investment & Governance Report
- Amended the Guideline for Stewardship Activities for Domestic
Equity
Sept. - Developed ways to improve materiality assessment procedures
and standards on unexpected concerns
Nov. - Developed a Guideline for ESG Integration for Domestic Equity

- Joined the Asia Investor Group on Climate Change (AIGCC)

2022
Feb. - Amended the Guideline for Stewardship Activities
- Expanded the scope of voting on global equity

Mar. - Commenced e-voting for domestic equity

Jun. - Joined the IFRS Sustainability Alliance (previously, SASB Alliance)

- Included the issuance of a responsible investment report as an
evaluation factor in the securities firm selection process

2009

Jun. - Joined the Principles for Responsible Investment (PRI)

Sept. - Added a provision on Responsible Investment to Voting
Guideline

2015

Jun. - Formulated ways to promote dialogues with domestic listed
companies on dividend policy

Nov. - Adopted new benchmark for externally managed domestic
RI funds

Dec. - Established an ESG Evaluation System for domestic equity

2017
Jul. - Developed an ESG Controversial Issues Evaluation System
for domestic equity
Sept. - Applied ESG Integration to internally managed domestic equity

2019

Jan. - Expanded and reformed the Responsible Investment Team into
the Global Responsible Investment & Governance Division
(consisting of the Responsible Investment Team and Corporate
Governance Team)

- Developed a Guideline for Stewardship Activities for Domestic
Equity

Feb. - Decided on the disclosure scope of voting direction prior to
shareholder meetings

Sept. - Joined the International Corporate Governance Network (ICGN)

- Joined the Asian Corporate Governance Association (ACGA)

Nov. - Established a Plan to Facilitate Responsible Investment and

adopted Rl Principles

- Added a new principle of ‘Sustainability’ to investment principles
set out in the Guideline for National Pension Fund Management

- Developed a Guideline for Proxy Voting

- Formulated ways to grant additive points to companies with
Stewardship Code in place when selecting and assessing external
managers

Dec. - Formulated a Guideline for Active Ownership of Domestic Equity

2021

May - Adopted Negative Screening

Jun. - Formulated a Guideline for ESG Integration for Internally
Managed Domestic Fixed Income

Dec. - Issued a Guideline for Responsible Investment on Composition
and Operation of Boards of Directors

- Formulated ways to consider Rl factors when selecting and

monitoring external managers in domestic and global equity
and fixed income
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1. ESG Integration

NPS has been committed to laying the groundwork for the implementation of ESG Integration for a long period of time. Beginning
with the development of the ESG Evaluation System for domestic equity assets in December 2015, NPS has formulated an internal
ESG research framework and established related strategies, creating an environment to adopt ESG Integration which currently applies
to internally managed domestic equity and fixed income (corporate bond). In line with the Plan to Facilitate Responsible Investment
approved by the FMC in November 2019, the application scope of ESG Integration has been gradually expanded.

As for internal management, ESG Integration is materialized based on ESG evaluation. NPS implements ESG Integration by
incorporating ESG factors, coupled with financial factors, into an investment decision-making process for internally managed domestic
equity and fixed income (corporate bond) using its internal ESG evaluation system. As for external management, NPS considers ESG
factors during the external manager selection process.

(1) Internal Management
@ Periodic ESG Evaluation

NPS has developed its proprietary ESG Evaluation System to analyze non-financial factors, including ESG, in a systematic manner.
Using the system, ESG evaluation is conducted twice a year for all listed companies on KOSPI and KOSDAQ 150, KOSDAQ listed
companies in which NPS’s shareholding ratio is over 5%, issuers of domestic corporate bonds, and listed companies that have
issued non-corporate bonds. The ESG Evaluation System is composed of 61 ESG indicators in 14 items that affect enterprise value
in terms of ESG. Considering the characteristics of each industry, different weightings per industry are applied to each category to
calculate ESG score and rating.

ESG Evaluation Indicators

2022 Responsible Investment &
Governance Report

Environmental

Items (14)
Climate Change

Environmental
Impact
Management

Green Products
Development

Indicators (61)

Greenhouse Gas Emissions and Energy Management System, Voluntary Climate Change
Adoption, Carbon Emissions, Energy Consumption

Environment Management System Certification, Environment Management Objective, Clean
Production Management, Water Consumption, Air Pollution, Waste Emissions, Chemical
Emissions

Green Product Development Activities, Green Patents, Green Product Certification, Product
Environmental Improvement

Human Resources
Management and
Human Rights

Industrial Safety

Wage, Investment in Human Resources, Employment, Family-friendly Corporate Culture
(Childbirth-Childcare), Years of Service, Human Rights, Labor Practices

Health and Safety System, HSE Team, HSE Management System Certification, Designation of
Workplace with Frequent Incidents

Counterpart Selection Process, Fair Trade Compliance Program, Partner Company Support

Internal Control
and Compliance

Social Fair Trade
Activities, Violation of Subcontracting Law, Behaviors Undermining Fair Trade
Product Safety Product Safety and Consumer Protection System, Product Safety System Certification, Product
and Consumer Safety and Consumer Protection Accidents, Consumer Centered Management Certification,
Protection Consumer Dispute Settlement Channel
Information Information Protection System, Information Protection System Certification, Information
Protection Leakage Incidents
Shareholder Right Management Protection System, Shareholder Opinion Collection System, Disclosing Date of
Enhancement Shareholder Meeting, Recent 3-year Dividend Payout Status
Composition and  Separation of CEO and BOD Chair, Independence of BOD, Composition of QOutside Directors,
Operation of BOD  BOD Diversity, BOD Activities, Director Remuneration Policy
Committee under  Outside Director Candidate Recommendation Committee, Compensation Committee, ESG
Governance BOD Committee
. Outside Director Ratio in Audit Committee, Ratio of Auditor or Members with Long Tenure,
Audit System . : ) .
Audit to Non-Audit Service Fee Ratio
Affiliation Risk Affiliation Contingent Liability to Net Assets, Affiliation Sales Ratio, Affiliation Purchase Ratio

Internal Control and Compliance Systems, Anti-Bribery Management System Certification,
Non-Compliance with Internal Control and Compliance
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Based on the commissioned research conducted in the second half of 2020 on both the improvement of an ESG evaluation system
for domestic equity and the establishment of ESG evaluation system for domestic fixed income, NPS enhanced the ESG evaluation
system for domestic equity and adopted an ESG evaluation system for domestic fixed income in 2021. The ESG evaluation system
was further improved in 2022. ESG controversial issues, such as environmental pollution, industrial safety, and unfair transaction
of subsidiaries, were added to the system to reflect them when determining ESG scores and rating of companies subject to ESG
evaluation. Going forward, NPS will continue to improve and upgrade the ESG Evaluation System, including ESG indicators, in
consideration of a range of internal and external circumstances.
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As of the end of 2022, 954 domestic listed companies were evaluated and rated as follows:

2022 ESG Evaluation Result (Equity)

AA A BB B C D Total
94 180 201 323 149 7 954
(9.9%) (18.9%) (21.1%) (33.9%) (15.6%) (0.7%) (100.0%)

As for fixed income securities, 1,043 domestic listed companies, issuers of domestic corporate bonds, and listed companies that
have issued non-corporate bonds were evaluated and rated as follows:

2022 ESG Evaluation Result (Fixed Income)

AA A BB B C D Total
109 196 233 361 139 5 1,043
(10.5%) (18.8%) (22.3%) (34.6%) (13.3%) (0.5%) (100.0%)

Following the evaluation, ESG information, including ESG evaluation results, is provided to portfolio managers in internally
managed domestic equity and fixed income through the ESG Information Sharing Platform so that such information can be
considered, alongside financial factors, in the investment decision-making process.

@ ESG Integration

ESG Evaluation & Internal Management ESG Integration Process

« All listed companies on KOSPI
and KOSDAQ 150, KOSDAQ Periodic
listed companies in which ESG
NPS’s shareholding ratio is Evaluation
over 5%, issuers of domestic

ESG
Controversial

Issues
Evaluation

corporate bonds, and listed

companies that have issued

Periodically Periodically

non-corporate bonds

ESG
Information
Sharing

+ ESG factors are considered in the
investment decision-making process

Platform

Internally Managed Domestic Equity (active & passive) and
Internally Managed Domestic Fixed Income (corporate bond)

2022 Responsible Investment &
Governance Report

Since 2017, NPS has adopted ESG Integration to internally managed active domestic equity. In November 2020, the strategy
was expanded to apply to internally managed passive domestic equity, and a Guideline for ESG Integration for Domestic Equity,
which presents enhanced implementation measures, was established to apply ESG Integration to the entire internally managed
domestic equity. In 2021, the Guideline for ESG Integration was amended to apply to internally managed domestic fixed income
(corporate bond). According to the guideling, in-house portfolio managers in domestic equity examine ESG-related information
when new securities are to be added to investment universe. If such securities are placed under the second lowest ESG rating,
portfolio managers provide written opinions and attach an ESG report in an examination report. Moreover, when examining the
investment universe, securities placed under the lowest ESG rating are checked to identify whether they are included above
their benchmarks”. If it is observed that securities with the lowest ESG rating are added above their benchmarks, the reason
and investment opinions are reviewed and such securities are constantly monitored. As for internally managed domestic fixed
income (corporate bond), in-house portfolio managers examine ESG-related information and conduct thorough reviews on an
issuer with a low ESG rating, when considering adding new securities to the investment universe or investing in new securities.

(2) External Management

NPS manages externally managed RI funds as one of the externally managed domestic equities. The funds follow an internally
developed benchmark, the NPS-FnGuide Responsible Investment Index, designed to reflect the unique characteristics of externally
managed RI funds. In selecting external managers for the Rl funds, NPS takes into account a range of aspects such as expertise,
ethics, investment strategies, investment process, and compliance with the Guideline for Investment in Rl Funds. Once selected,
external managers may conduct diverse responsible investment strategies. Since November 2020, NPS has required external
managers managing Rl funds to submit a responsible investment report, and such reports are harnessed as a way of monitoring
external managers.

In addition, in December 2021, NPS devised ways to consider Rl factors when selecting and monitoring external managers
managing domestic and global equity and fixed income. Moreover, NPS has required all external managers managing domestic
and global equity and fixed income, including external managers managing Rl funds, to submit a responsible report, in a bid to
encourage external managers to strengthen their responsible investment.

Responsible Investment by Asset Class . »
(in KRW trillion)

Asset Class 2020 2021 2022
Internal Management 934 84.3 62.0
Domestic Equity
External Management 8.0* 7.7* 63.4
Internal Management (corporate bond) = 38.2 37.7
Domestic Fixed Income
External Management - - 456
Global Equity External Management - - 142.6
Global Equity External Management - - 328
. 101.4 130.2 384.1
Total Amount of Responsible Investment (12.2%) (13.7%) 43.2%)
AUM 833.1 948.1 889.8

* The amount of externally managed domestic equity in 2020 and 2021 refers to the amount of externally managed domestic RI funds, while the amount of
externally managed domestic equity in 2022 includes all externally managed responsible investments, including externally managed domestic Rl funds.
X The amounts above are derived from the asset classes to which Rl strategies and standards apply.

1) Securities under Rating D or below are not permitted to outweigh their benchmarks (This rule has applied to internally managed active domestic equity
since 2021 and to internally managed passive domestic equity since 2022).
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2. Negative Screening

In November 2019 when the FMC formulated a Plan to Facilitate Responsible Investment, it decided to additionally review the
necessity, application scope, and process of negative screening. Accordingly, in February 2021, the FMC decided to review the
adoption of negative screening in the field relating to climate change first. In May 2021, the FMC announced the adoption of negative
screening on coal mining and coal-fired power industry as part of efforts to combat climate change, and decided to prepare an
action plan through commissioned research.

In December 2021, in line with the decisions made by the FMC, NPS commissioned research to analyze the application scope,
standards, and selection method of the target industry as a preparation process for the adoption of negative screening. In April
2022, the results of the commissioned research were reported to the FMC. NPS has constantly supported the development of
a step-by-step action plan, including the scope and standards of the target industry, selection method of target companies, and
implementation timing by asset class and geography, by gathering opinions from various stakeholders based on the research
results.

3. Voting

(1) Criteria and Process

NPS exercises its voting rights on listed companies in good faith and in the best interests of the contributors and beneficiaries of
the National Pension Plan according to the National Finance Act and the Guideline for National Pension Fund Management. Voting is
conducted in accordance with the Guideline for Stewardship Activities which stipulates voting criteria, procedures, and methods, as
well as by referring to advice from a third party agency specializing in agenda analysis, to vote in a professional and faithful manner.

Voting Process

Approval by
Investment

Disclosure Notification
of Shareholder

Meetings

Proposal Compliance Disclosure of

to Custodian
Banks

Analysis Review Results

Committee
(Clo)

Difficult to decide

Special
Committee
on Responsible
Investment &

| Y
| 4
Requested by chair or one-third of incumbent members of

the Special Committee to refer to the Committee Governance

NPS’s committees, including the Investment Committee, deliberate and decide on matters concerning voting activities based
upon NPS’s shareholding ratio and a company’s weight in NPS portfolio. However, voting directions of certain agendas are
determined by the Special Committee on Responsible Investment & Governance, (i) when NPS requests the Special Committee
to determine voting direction as it deems difficult for NPS to make a decision, or (ii) when over one-third of the Special
Committee’s incumbent members requests NPS to refer it to the Committee as it deems to have a significant impact on
shareholder value over the long term. In addition, in a shareholder meeting in March 2020, the FMC decided to delegate voting
rights of some holdings to external managers according to the Guideline for Proxy Voting.

2022 Responsible Investment &
Governance Report

Moreover, NPS strives to determine voting positions by listening to and considering companies’ stances on agenda items at
shareholder meetings. As such, NPS has been in constant communication with the market in light of the exercise of voting rights.

(2) Disclosure and Status

NPS discloses the results of voting activities and reasons for voting against, including applicable provisions in guidelines, within
14 days after a shareholder meeting is held. However, voting directions of certain agendas can be disclosed before a shareholder
meeting. The agendas include (i) agendas of a company where NPS’s shareholding ratio is more than 10% or its weight is more
than 1% in the Fund portfolio, and (i) agendas whose voting direction is determined by the Special Committee. In 2022, NPS
disclosed 83 shareholder meetings prior to the meetings.

In 2022, NPS exercised voting rights on 3439 agendas in 825 shareholder meetings for domestic equities.

Voting Results in 2021 Reasons for Voting Against in 2021
3,378 in total in 2021 549 in total in 2021
Abstentions/
Non-votes
21 (06%)
. Appointment
Against .
. of Directors
549 (16.3%) of Auditors
178 (32.4%)
For

2,808 (831%)

Amendments

to Articles
of Incorporation
85 (15.5%)

Remuneration Cap for
Directors and Auditors
178 (32.4%)

Voting Results in 2022 Reasons for Voting Against in 2022
3439 in total in 2022 803 in total in 2022

Abstentions/
Non-votes
11 (0.3%)

Appointment
of Directors
of Auditors
251 (31.3%)

Against
803 (234%)

For
2,625 (76.3%)

Amendments

to Articles
of Incorporation
114 (14.2%)

Remuneration Cap for
Directors and Auditors
342 (346%)
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Voting Activities
in 2022

N ol

@ Approval of Financial Statement

Regarding an agenda to approve the financial statement of Company A which did not pay out
dividends, NPS voted For given that the company publicly discloses its dividend policy, etc. (it plans
to implement the dividend policy at a time when revenues, including free cash flow, become stable
as itis currently going through intensive investment.)

Regarding an agenda to approve the financial statement of Company B which paid out dividends
in excess of net profits for the recent three years, NPS voted For given that the company had paid
out dividends according to its disclosed dividend policy, as well as it is one-off loss and related to
impairment loss.

Regarding an agenda to approve the financial statement of Company C where the BOD proposal
was conflicting with shareholder proposal, NPS voted For the BOD proposal in consideration of the
dividend policy disclosed by the company, dividend payout status in the past, its financial status,
comparison with peer firms in the same industry, etc.

@ Appointment of Directors and Auditor (Audit Committee Members)

NPS voted Against the appointments of an inside director in Company D, who held additional
positions in 16 companies including the company; an outside director in Company E, who
was a full-time employee in the company within the recent five years; a full-time employee
in Company F, who was employed in a corporation that has a major stake in the Company F
within the recent five years; an outside director in Company G, who represented an affiliate of
the company in lawsuit; an Auditor candidate in Company H, who is a relative of the largest
shareholder.

In addition, NPS voted Against the appointments of an inside director in Company | which
was given legal sanction from the Fair Trade Commission due to illegal assistance and
undue benefits, and an inside director in Company J which was given legal sanction from the
Commission due to cartel, as the person was considered to have impaired enterprise value and
infringed on shareholder rights and interests; and an outside director in Company K which was
given legal sanction on mis-selling of financial products, as the person was considered to have
neglected duty of oversight and have impaired enterprise value and infringed on shareholder
rights and interests.

® Amendments to Articles of Incorporation

NPS voted For the appointments to Articles of Incorporation of Company L, that newly add the
company’s obligations such as compliance with laws and regulations relating to sustainability
management, safety management, and construction, establish the HSE Committee within
BOD, and disclose sustainability management.

@ Approval for Remuneration Cap for Directors

NPS voted Against remuneration cap for directors in Company M as it was observed, after
reviewing information on remuneration, that the amount of remuneration and business
performance were not aligned, and the company did not provide its opinion on the matter.
Meanwhile, NPS voted For remuneration cap for directors in Company N as it was observed
that the amount of remuneration and business performance seemed to be aligned based on
submitted information including severance pay.

2022 Responsible Investment &
Governance Report

4. Shareholder Engagement

NPS has adopted the Responsible Investment & Governance Principles, or Stewardship Code, to fulfill its fiduciary duty to improve
the long-term profitability and stability of the National Pension Fund, as well as to enhance independence and transparency in
the exercise of shareholder rights. Through such endeavors, the scope of the exercise of shareholder rights has been expanded
to address remuneration cap for directors and violation of laws and regulations, and shareholder rights have been conducted in
accordance with standards and procedures of the Guideline for Stewardship Activities and the Guideline for Stewardship Activities
for Domestic Equity.

At the outset of the adoption of the Responsible Investment & Governance Principles, NPS began exercising shareholder rights
with agendas that are not involved in management affairs® in consideration of concerns over potential intervention and short-swing
profit. Following this, the exercise of shareholder rights on agendas involved in management affairs was allowed when all conditions
are met and only upon approval from the FMC. A case in point was the shareholder proposal on limiting the powers of directors
of Hanjin KAL to help enhance its shareholder value, based on concerns over damage to shareholder value due to the deviant
behaviors of management of Korean Air Lines and Hanjin KAL? in February 2019.

In line with the increasing call for enhancing predictability and transparency as well as alleviating concerns over interference in
management and autonomy, NPS developed a Guideline for Active Ownership in December 2019, which describes principles,
standards, and procedures of active ownership activities in a transparent manner. NPS remains committed to conducting
shareholder engagement according to relevant guidelines and by doing so, NPS aims to encourage investee companies to voluntarily
establish their own measures to improve shareholder value.

(1) Shareholder Engagement in Focus Areas

With the aim of achieving long-term and stable returns, NPS has focus areas® and conducts shareholder engagement. Focus
areas include a dividend policy, remuneration cap for directors, violation of laws and regulations, repetitive vote against, and ESG
rating downgrade.

Shareholder engagement in focus areas is undertaken in stages according to the Guideline for Stewardship Activities for
Domestic Equity, including a selection of focus list, confidential dialogue, selection of confidential focus list, selection of public
focus list, and shareholder proposal. If a company in the focus list shows no improvement despite a series of shareholder
engagements, NPS may exercise its voting rights for associated agendas or appointment of directors at a shareholder meeting
or send open letters.

refers to shareholder rights that virtually have an impact on a company, including shareholder proposal in relation to appointment of directors.
3) In line with the decision made by the FMC, shareholder proposal was conducted. At an annual general meeting of Hanjin KAL in March 2019, NPS’s
shareholder proposal was rejected (For: 4866%, Against, etc.: 51.34%).
4) According to the approval by the FMC on Mar. 7, 2023, the Guideline for Stewardship Activities was amended to remove ‘ESG rating downgrade’ and add
‘climate change’ and ‘industrial safety’ in focus areas.
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Shareholder Engagement Process on Focus Areas

No improvement No improvement No improvement shown

shown after shown after at the end of the
year selected
as focus list

one-year
dialogue

one-year
dialogue

Active
Public
Focus List

Confidential
Focus List

Confidential
Dialogue

Ownership

(Shareholder
proposal, etc.)

Improved Improved Improved X Decision made by

the FMC

Dialogue

4
N

Closed

X Companies selected by and improvement status examined by the Special Committee

Selection Criteria of Companies Subject to Focus Area

In case a company lacks a reasonable dividend policy or has not paid out dividend in accordance with a

Dividend Policy reasonable dividend policy

Remuneration Cap In case shareholder rights and interests are infringed as a proposed remuneration cap is not aligned with
for Directors the company’s remuneration and business performance

In case a company falls into the followings based on objective facts, such as investigations by authorities:
Violation of Laws (D Embezzlement or breach of trust;
and Regulations @ Provision of illegal assistance to related parties or another company (lllegal assistance);

® Provision of undue benefits to related parties (Undue benefits)

Repetitive Vote Against In case a company shows no improvement despite NPS’s repetitive votes against at shareholder meetings

ESG Rating Downgrade In case a company’s ESG rating is downgraded by more than two ratings to below Grade C

2022 Responsible Investment &
Governance Report

@ Dividend Policy

NPS selects companies subject to confidential dialogues from among companies that have not established nor disclosed a
reasonable dividend policy, or have not paid out dividend. In 2022, NPS sent letters to and conducted dialogues with 38 companies
on dividend policies. By forming an amicable communication channel, NPS encouraged such companies to voluntarily set out
their dividend policy and communicate with the market, rather than presenting specific dividend figures or levels. As a result,
the companies have disclosed their reasonable dividend policy on the Data Analysis, Retrieval & Transfer (DART) of Financial
Supervisory Service (FSS) and their websites, giving rise to an increase in the predictability of investors on dividend payouts.

NPS conducted confidential dialogues with representatives of Company O and Company P, including their BOD and management,
to explain the process and purpose of NPS’s shareholder engagement in relation to a dividend policy. Prior to the dialogues, the
companies did not have a dividend policy in place, but through the confidential dialogues, they deeply understood the necessity and
purpose of establishing the dividend policy. As a result, the companies publicly disclose their dividend policy including dividend payout
calculation criteria. Company O began considering the establishment of an investment plan to an extent that maintains net debt
at 50%~100% level of EBIT, as well as returning 30% of net profits to shareholders. Company P began paying out dividends every
six months and maintaining a dividend payout ratio at the level of 10% and above. As such, the disclosure of a dividend policy has
helped investors understand the companies’ decision-making criteria on dividends and enhance the predictability of the companies’
dividends.

@ Remuneration Cap for Directors

NPS selects companies subject to confidential dialogues in consideration of actual remuneration relative to remuneration cap, from
among companies that NPS voted against at recent shareholder meetings with a reason of excessive actual remuneration at odds
with business performance. In 2022, NPS sent letters to and conducted dialogues with 13 companies. NPS formed an amicable
communication channel with such companies and encouraged them to develop action plans that help enhance shareholder value.
As a result, the companies voluntarily made progress in their remuneration cap policies, including establishing a Remuneration
Committee and adjusting their remuneration cap.

NPS conducted confidential dialogues with representatives of companies, including their BOD and management, to discuss
A the process and purpose of NPS’s shareholder engagement in relation to remuneration cap for directors, A concerns over
addressing such agendas at shareholder meetings as a mere formality, and A the linkage between business performance and
actual remuneration provided to inside directors, when the gap between remuneration cap and actual remuneration is large. After
the confidential dialogues, they deeply understood the purpose of having the confidential dialogues and investors’ concerns. As
a result, the BOD of Company Q has established its Remuneration Committee, reformed the remuneration system for inside
directors, developed a detailed variable pay system considering the characteristics of the industry and in line with performance,
and narrowed the gap between actual remuneration and remuneration cap by setting a remuneration cap considering expected
remuneration. Company R has enhanced the transparency of its remuneration system by disclosing remuneration cap for stock-
based compensation, given that the existing disclosure of remuneration cap for directors, which was paid in cash, did not provide a
full explanation of long-term incentives to shareholders in the process of the adoption of the restricted stock unit as part of long-

term incentives.

N
o
)
N
=
-]
o
=z
>
=
5
)
pd
(2]
(@)
=z
=
c
=
S]
>
=z
=
c
>
=
)
=
)
(@)
By
_|




@ Attachment

100

®) Violation of Laws and Regulations

NPS selects companies subject to confidential dialogues from among companies which may damage enterprise value or impair
shareholder rights and interests due to embezzlement, breach of trust, illegal assistance or undue benefits, based on objective facts
such as charge by prosecutor and sanction by the Fair Trade Commission. In 2022, NPS sent letters to and conducted dialogues
with 17 companies. NPS formed an amicable communication channel with such companies and encouraged them to develop action
plans that help enhance shareholder value.

NPS selects companies subject to confidential dialogues on concerns over violation of laws and regulations on a quarterly basis, and
conducts confidential dialogues even on unresolved issues in the past such as issues whose ruling is not finalized by the Supreme
Court. In 2022, NPS conducted confidential dialogues with representatives of Company S, including their BOD and management,
to explain the process and purpose of NPS’s shareholder engagement in relation to embezzlement of management, and to check
facts, measures taken, and improvement measures concerning behaviors that may have concerns over violation of laws and
regulations. After the confidential dialogues, Company S deeply understood the necessity to actively respond to such cases by
improving its internal compliance system to prevent the recurrence of similar cases. As a result, the company has developed ways
to manage risks and improve its compliance system, and formulated a plan to claim against damage based on the liability ratio
decided by the court and in accordance with internal regulations once the punishment of executives is confirmed.

In addition, NPS conducted confidential dialogues with Company T which was found to be sanctioned by the Fair Trade Commission
due to illegal assistance, and afterwards, the BOD of the company established measures to prevent recurrence of similar cases
across the company by amending its guideline for affiliates and streamlining internal control activities.

@ Repetitive Vote Against

NPS selects companies subject to confidential dialogues in consideration of the number of voting against, room for improvement,
and portfolio weight, from among companies which NPS voted against more than twice with the same reason concerning agendas
relating to the appointment of directors and auditor within the recent five years. In 2022, NPS sent letters to and conducted
dialogues with 11 companies to build consensus on the reason for voting against in line with the Guideline for Stewardship Activities
and encouraged them to formulate action plans that help enhance shareholder value. As a result, the companies made progress,

including implementing action plans.

NPS conducted confidential dialogues with representatives of Company U and V, including their BOD and management, to
explain the process and purpose of NPS’s shareholder engagement, as well as the reasons for repeatedly voting against. After
the confidential dialogues, they deeply understood the purpose of having the confidential dialogues in relation to repeatedly
voting against. As a result, Company U, which received repeated voting against due to having a full-time employee of a
company with a major stake in Company U within the recent five years, has added a new provision ‘review of the independence
of outside directors’ to the regulations of its Committee under its BOD. Company V, which received repeated voting against
due to negligence on the duty of oversight, has made improvement by establishing measures to prevent recurrence and
enhancing internal control.

® ESG Rating Downgrade

NPS selects companies subject to confidential dialogues based on a qualitative assessment on the reasons for ESG rating
downgrading and NPS’s asset exposures, from among domestic listed companies whose ranking dropped by more than two ratings

to Rating C or D compared to the previous ESG evaluation. In 2022, no companies had such results.

2022 Responsible Investment &
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(2) Shareholder Engagement on Unexpected Concerns

With the aim of delivering long-term profitability and enhancing shareholder value, NPS fosters shareholder engagement in
unexpected concerns in relation to ESG when concerns over damage to enterprise value or shareholder rights and interests
arise. According to the Guideline for Stewardship Activities for Domestic Equity, NPS conducts shareholder engagement
in companies with ESG controversial issues” in stages: conducting materiality assessments, selecting companies subject
to confidential dialogues, and making shareholder proposals. If no improvement is made despite a series of shareholder
engagements, it is linked with voting on the appointment of directors and auditors at shareholder meeting. If it deems that
no willingness is shown to make improvement, including refusing confidential dialogues, an open letter may be sent to such

companies.

Shareholder Engagement Process on Unexpected Concerns

No improvement shown

Materiality Selected ) Active
after one-year dialogue
Assessment on Confidential Ownership
ESG Controversial Dialogue (Shareholder
Issues proposal, etc.)
Improved X Decision made by
the FMC

X Companies selected by and improvement Dialogue

status examined by the Special Committee Closed

In 2022, NPS sent 48 letters to and conducted materiality assessments on companies with ESG controversial issues, including
investigations by authorities, violation of environmental laws, and casualties occurring at workplace. NPS sent letters to and
conducted dialogues with three companies to form an amicable communication channel and encourage them to develop action
plans that help enhance shareholder value. As a result, the companies voluntarily made improvement, including establishing
measures to prevent recurrence.

NPS conducted confidential dialogues with representatives, including the BOD and management, of Company W in relation
to industrial safety such as casualties occurring at workplace. The company deeply understood the necessity and purpose
of actively implementing corrective measures, establishing improvement measures to prevent recurrence, and disclosing
information on such matters in a transparent manner. As a result, the company has made progress in relation to safety,
including improving work process and equipment to prevent recurrence, discussing safety issues on a regular basis at BOD by
establishing the ‘safety first’ management principle, strengthening governance and organization relating to safety, establishing
safety systems and programs, expanding safety manpower and education, disclosing more information, etc.

5) Including issues and incidents that have impact on enterprise value

N
o
)
N
=
-]
o
=z
>
=
5
)
pd
(2]
(@)
=z
=
c
=
S]
>
=z
=
c
>
=
)
=
)
(@)
By
_|




@ Attachment

102

(3) Active Ownership

NPS formulated the Guideline for Active Ownership in December 2019 to enhance enterprise value and undertake shareholder
engagement in a transparent and fair manner. The focus of the Guideline is not on involvement in management affairs, but on
enhancing shareholder and enterprise value by helping develop improvement measures through sufficient dialogues in relation to focus
areas and unexpected concerns. When an issue requiring shareholder engagement occurs, NPS seeks to check the facts and conducts
sufficient dialogues to address issues according to the Guideline for Stewardship Activities for Domestic Equity. Only when it is difficult

to expect improvement from a company is active ownership engagement conducted.

Active Ownership Activities

Description

Target + Companies that show no improvement, from among companies in public focus list and companies subject to
Company confidential dialogues on unexpected concerns

Engagement - Case-by-case in consideration of a range of factors including industrial characteristics, business conditions,
Standards feasibility of shareholder proposal, cost-effectiveness, and implication for the market

* The Special Committee on Responsible Investment & Governance decides on companies that show no
improvement, reviews the need for and the contents of a shareholder proposal, and reports it to the National
Pension Fund Management Committee (FMC).

- The FMC decides the need for and the contents of the shareholder proposal based on the review of the Special
Committee.

Selection
Process

Shareholder - The FMC makes a final decision on the contents of a shareholder proposal within a permitted range of the
Proposal Commercial Act and the Financial Investment Service and Capital Market Act.

(4) Litigation

NPS may file a shareholder derivative suit or damage claim suit in accordance with the standards and procedures of the
Guideline for Stewardship Activities for Domestic Equity, with a view to contributing to maximizing shareholder value over the
long term. NPS does not exercise any influence on investee companies or directors, nor file a claim to meet the request of other
shareholders. NPS takes legal action only when it is observed that such action would contribute to maximizing shareholder value

over the long term in consideration of the possibility of winning and cost effectiveness.

2022 Responsible Investment &
Governance Report

lll . Global Investor Network for Responsible Investment

NPS became a signatory to the Principles for Responsible Investment (PRI)® in June 2009, a global network of investors that have
publicly demonstrated their commitments to responsible investment, and since 2016, it has submitted PRI Transparency Reports.

In order to implement the Responsible Investment & Governance Principles, or Stewardship Code, and enhance associated
capabilities, NPS joined two investor-led organizations dedicated to corporate governance and investor shareholder engagement in
September 2019: the International Corporate Governance Network (ICGN)” and Asian Corporate Governance Association (ACGA)®.
Moreover, NPS joined the Asia Investor Group on Climate Change (AIGCC)? in November 2020, an initiative to enhance awareness
of climate change, expand a network and encourage action among institutional investors in Asia about the risk and opportunities
associated with climate change and low carbon investing.

Furthermore, NPS joined the IFRS Sustainability Alliance (previously SASB (Sustainability Accounting Standards Board) Alliance)™®

)

a global membership program for sustainability standards, in 2022, in line with the increasing calls for developing standards for a
global baseline of sustainability disclosures and identifying the materiality of ESG factors per industry.

Going forward, NPS will remain committed to ramping up its capacity and expertise in ESG based on research, best practices, and
guidelines provided by the ICGN, ACGA, AIGCC and IFRS Sustainability Alliance, and harness them when making decisions around
ESG investing and exercising shareholder rights.

Global Network for Responsible Investment

©
[ | PR I Principles for N o Eg
[ ] | Responsible . <82 z
£50_Eg
EEn Investment ACGA 22550‘5

; ICGN IFRS Sustainability
\ International Corporate Governance Network AI I ia n ce

6) The Principles for Responsible Investment (PRI) is a global initiative launched by UNEP financial Initiatives and the UN Global Compact in collaboration with
financial institutions as an international network of investors working together to put its six Principles for Responsible Investment into practice. As of March
2022, the PRI has 4,902 signatories with total assets under management of around KRW 162,445 trillion.

7) The International Corporate Governance Network (ICGN) is the world’s largest investor-led organization to promote effective standards of corporate
governance and provide a range of research and networks. The ICGN has more than 800 members from 45 countries as of December 2021.

8) The Asian Corporate Governance Association (ACGA) is an independent membership organization dedicated to enhancing financial environment
ecosystem including corporate governance practice throughout Asia, and conducts analysis in rules and regulations on corporate governance. The ACGA
has 111 members from 19 countries as of 2022.

9) The Asia Investor Group on Climate Change (AIGCC) is launched to encourage action among Asia’s asset owners and financial institutions about the risk
and opportunities associated with climate change and low carbon investing and provide capacity for investors to share best practices and to collaborate on
investment activities, credit analysis, and policy engagement. As of 2022, the AIGCC has 69 members, including pension funds, asset managers and relevant
organizations.

10) The IFRS Sustainability Alliance (previously SASB Alliance) was founded in 2011 as a not-for-profit, independent standards-setting organization to establish
and maintain industry-specific standards that assist companies in disclosing financially material, decision-useful sustainability information to investors.
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IV . Looking Ahead

1. ESG Investing

NPS formulated the Plan to Facilitate Responsible Investment in November 2019 as part of efforts to enhance long-term returns by
gaining market trust as public pension fund and minimizing investment risks. In line with this plan, NPS has developed a roadmap
to expand responsible investment coverage in its portfolio, prepare associated strategies, induce external managers to internally
foster responsible investment activities, and lay the foundation for facilitating responsible investment. Based on this roadmap, NPS
will develop specific action plans and accordingly take action.

(1) Expand RI Coverage in Portfolio

NPS has applied ESG Integration to internally managed domestic equity and internally managed domestic fixed income (corporate
bond), and seeks to apply it to global equity and fixed income going forward. In 2022, ways to apply ESG Integration to global
equity and fixed income were formulated based on the results of commissioned research conducted in 2021 and discussion
with investment departments, and the ways were reported to the Special Committee on Responsible Investment & Governance.
According to the measures, NPS will apply ESG Integration to global equity and fixed income by amending the Guideline for ESG
Integration.

(2) Develop Phased Action Plans on Negative Screening (Coal Phase-out)

The National Pension Fund Management Committee (FMC) has announced coal phase-out to reduce carbon emissions under the
recognition of the necessity of risk management in line with the increasing severity of climate change and the importance of ESG
investment principles, triggered by the spread of COVID-19 and more stringent regulations on carbon emissions worldwide, including
carbon border tax. Following this, the FMC further declared that it would stop investing in new coal-fired power plants at home and
abroad, and conducted commissioned research to develop a detailed action plan on negative screening. Going forward, a step-by-step
action plan will be formulated based on the results of the commissioned research and opinions from diverse stakeholders, and NPS will
implement the action plan according to decisions made by the FMC.

(3) Create Foundation to Promote Responsible Investment

NPS will continue to improve its ESG Evaluation System and review ways to consider ESG-related information for the purpose
of maximizing returns in a long-term and stable manner. In addition, as part of efforts to enhance capacity and expertise in
responsible investment, NPS has dispatched a professional in charge of stewardship activities to the London Office to strengthen
its network with global pension funds. Going forward, NPS will gradually increase the number of manpower engaging in
stewardship activities in overseas offices.

2022 Responsible Investment &
Governance Report

2. Exercise of Shareholder Rights

The FMC has announced its plan to diversify its shareholder engagement from its current focus on governance to include
environmental and social factors, and to expand the scope of asset classes subject to shareholder engagement, such as dialogue, to
global equity in line with the Plan to Facilitate Responsible Investment. NPS will implement the decisions made by the FMC on a step-
by-step basis, and furthermore make a derivative suit according to the Guideline for Stewardship Activities for Domestic Equity and
related standards for derivative suit.

(1) Expand the Scope of Shareholder Engagement

The FMC has decided to expand the scope of shareholder engagement when developing the Plan to Facilitate Responsible
Investment. Accordingly, NPS announced that it would expand shareholder engagement activities for domestic equity and begin
conducting shareholder engagement for global equity. To this end, for domestic equity, ways to add climate change and industrial
safety to focus areas were reviewed through commissioned research, in a bid to expand the scope of stewardship activities
from the current focus on governance to include environmental and social aspects. Based on the results of the commissioned
research, climate change and industrial safety are added to focus areas, and a detailed action plan will be developed to conduct
shareholder engagement going forward. For global equity, commissioned research was conducted to benchmark the best
practices of global leading peers, and based on the research results, ways to implement shareholder engagement considering

regulatory policies in each country and the characteristics of each industry will be developed.

Asls To Be
Domestic Focus Areas centered Focus Areas with Environmental
Equity on Governance and Social Factors added
@ Dividend Policy @ Dividend Policy
@ Remuneration Cap for Directors — @ Remuneration Cap for Directors
®) Violation of Laws and Regulations ®) Violation of Laws and Regulations(Embezzlement,
(Embezzlement, Breach of Trust, etc.) Breach of Trust, etc.)
@ Repetitive Vote Against @ Repetitive Vote Against
® ESG Rating Downgrade ® Climate Change

® Industrial Safety

Development of Action Plans for
Global No Focus Areas Shareholder Engagement

Equity No Guideline for Stewardship Activities Establishment of the Guideline

for Stewardship Activities for Global Equity
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(2) Initiate Litigation

In July 2018 when adopting the Responsible Investment & Governance Principles, or Stewardship Code, NPS established the
criteria and grounds to file a derivative suit and damage claim suit, in a bid to contribute to increasing shareholder value over
the long-term horizon. Currently, NPS is working on the development of standards to file a derivative suit, which include detailed
implementation measures.

Going forward, NPS will review cases subject to a derivative suit by comprehensively considering the impact on fund
performance, the possibility of winning, and the enhancement of enterprise value in the long term, in accordance with applicable
criteria and grounds, when necessary.

(3) Promote Capacity Building in the Exercise of Shareholder Rights

Since July 2018 when the FMC reviewed and decided on a Plan to Adopt Responsible Investment & Governance Principles, NPS
has exercised shareholder rights on focus areas and unexpected concerns in accordance with the Guideline for Stewardship
Activities and relevant guidelines, and exercised voting rights using an internal system and electronic ballot system. Going
forward, NPS will faithfully exercise voting and shareholder rights in accordance with the Guideline for Stewardship Activities and
relevant guidelines, and constantly review the necessity of amendments to and improvements in such guidelines.

2022 Responsible Investment &
Governance Report

V. Stewardship Activities Statistics

1. Voting Activities in Domestic Equity

In 2022, NPS voted on a total of 3439 agendas in 825 shareholder meetings for domestic equity holdings, including 2,625 For
(76.33%), 803 Against (22.35%) and 11 Abstention/non-vote (0.32%). The reasons behind 803 votes Against included the
appointment of directors and auditors (251, 31.3%), amendments to articles of incorporation (114, 14.2%), remuneration cap for
directors (342, 42.6%), and others (96, 12.0%).

(@ Votes Cast
No..of No. of No. of Voting Result
vear Cor;:zzr;ltzsirl:lPS S::;;zgiser Votes Cast For (Weight) Against (Weight) nonészrean(:li\(l)er;gh B
2022 1,143 525 S (7%3’223;) (2522%) (o.;;%)
2021 L0 /73 3,378 (823’.5?03.%/0) ( 6?32%) (oé;%)
2020 1,033 854 8,397 (8?%2;) ( 5?32%) (0.2%1%)

(@ Reasons for Voting Against

2020 2021 2022
Reason
Number Weight (%) Number Weight (%) Number Weight (%)
Appointment of Directors and Auditors 245 458 178 324 251 31.3
Amendments to Articles of Incorporation 37 6.9 85 155 114 14.2
Remuneration Cap for Directors 155 29.0 178 324 342 42.6
Others 98 18.3 108 19.7 96 12.0
Total 588 100.0 549 100.0 803 100.0

() Reasons for Voting Against Appointment of Directors and Auditors

2020 2021 2022
Reason
Number Weight (%) Number Weight (%) Number Weight (%)
Long Service (10+ years) 33 13.5 22 12.4 10 4.0
Full-time Employee in the company,
affiliate or a company with a major stake 77 314 45 253 71 28.3
within the recent five years
Poor Attendance on the Board (75% or below) 24 9.8 15 8.4 13 5.2
Excessive Dual Office Holding 43 17.6 31 17.4 3B 13.1
Negligence on Duty of Oversight 10 4.1 19 10.7 25 10.0
Others 58 237 46 258 99 39.4
Total 245 100.0 178 100.0 251 100.0
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2. Shareholder Engagement Activities

NPS conducts shareholder engagement in investee companies on focus areas and unexpected concerns by sending confidential
-open letters and conducting confidential dialogues in accordance with applicable guidelines. In addition, companies having ESG-
related issues or under investigation by authorities are subject to NPS’s shareholder engagement, such as sending confidential
letters and conducting dialogues. Moreover, upon request of companies, NPS engages in shareholder activities including
explanations of investment performance and agendas of shareholder meetings.

In 2022, NPS undertook 272 shareholder engagement activities with 139 companies, including sending letters and conducting

confidential dialogues.

Shareholder Engagement Activities

Total
(Letters and
Confidential Dialogues)

No. of Companies? Letters Sent Confidential
ltem : P (Confidential-Open) Dialogues

2021 2022 2021 2022 2021 2022 2021 2022

Dividend Policy 30 38 41 47 20 25 61 72

Remuneration Cap for Directors 12 13 12 13 29 23 4] 36

i:::z Violation of Laws and Regulations 26 17 36 15 39 25 75 40
Repetitive Vote Against 11 11 11 12 16 23 27 3

ESG Rating Downgrade 1 0 1 0 5 0 6 0

Unexpected Concerns 26 39 31 50 7 11 38 61

Others” 52 21 45 0 20 28 65 28
Total 158 139 177 137 136 135 313 272

Notes:

1) Others include fact checks and explanations of agendas at shareholder meetings.
2) It indicates the number of companies which NPS sent letters to and conducted confidential dialogues with.
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GUide to the Website National Pension Service publicly discloses fund

management-related information in a transparent manner
so that such information is easily accessible to pension
contributors, beneficiaries, and other stakeholders. For more
details on asset composition and investment performance,
please visit the NPSIM website at http://fund.nps.orkr or the
NPS website at http://www.nps.or.kr

Visit the NPSIM’s website at http://fund.nps.or.kr.
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Click on the Publications icon.

Search Information.

Disclaimer

This annual report is published to disclose information about investment status and investment performance of the National

Pension Fund. Please note that the information may differ as of the date of searching, and further information check may be

needed due to absence of detailed explanations this report. This report reflects the results of the performance assessment

on the National Pension Fund for the period ended December 31, 2022, approved by the National Pension Fund Management

Committee. More details are available on the websites of the Ministry of Health and Welfare at www.mohw.go.kr and NPSIM at

fund.nps.or.kr. The original annual report was drafted in Korean. This document is an English translation of the original. In case of

any discrepancies between the English and Korean text, the latter will prevail.

* Investment performance assessment for a year is finalized upon approval of the National Pension Fund Management Committee at the end of June of the

following year.
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