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PREFACE

This Pre~Investment Housing Survey of Korea was prepared
at the request of the AID Office of Housing by consultants from
the National League of Insured Savings Associations and the Foundation
for Cooperative Housing.
Its purpose is three-fold:
1 To present a thorough survey of the housing sector in
Korea, including,
a) a review of the local public and private institutions
operating in the production and financing of housing;
b) an assessment of the loecal construction industry;
and
c¢) an analysis of the best available data on the local
housing market.
2. To analyse specific questions raised by the AID Mission
in Seoul in connection with ongoing programs in the field of housing
and housing finance.
3. Based on the above data and analyses, to make recommenda-
tions on specific programs and institutional improvements that
will permit the most effective and the most efficient utilization
of the Housing Guaranty resources in Korea.
The Yeam visited Korea from May 24 to June 16, 1971. Members
of the Team included Mssrs. Robert Murphy, President of Knicker-
bocker Federal Savings and Loan Association of New York, Carlos



ii

Ayerbe, architect-engineer from the staff of the Foundation for
Co-operative Housing; and Albert N. Votaw, regional inspector
for administration, of the League Staff.

The Team was initially headed by Mr. Peter Kimu, Deput, Direcbor
of the Office of Housing, who participated in initial discussions
with ROK and USOM officials and provided policy guidance for the
Team.

Mr. Murphy assumed major responsibility for the analysis
of the Korea Housing Bank, Mr. Ayerbe for the technical sections,
and Mr. Votaw for the balance of the report and for overall editing.

The Team also wishes to express its appreciation for the
assistance offered by USAID/K Director Michael H.B. Adler and
Messrs. Thomas E. Olmstead, Marvin J. Winship and Rufus Long
of his staff; to His Excellency Nem Duck Woo, Minister of Finance,
and members of his staff; to officials from the vartous ROK agencies
who provided valuable data; and to staff members of the East Asia

Bureau and of the Office of Housing.
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1. SUMMARY OF FINDINGS AND RECOMMENDAT IONS

1.0 HOUSING NEEDS

According to preliminary data from the 1970 census there were
5,860,000 families in Korea, living in 4,370,000 dwelling units. This
represents a shortage of 1,492,000 units or 25% of the required amount.
One of two Korean families must share its house. This situation 1s
unlikely to improve in the near future: ROK housing construction projections
for the Third Five Year Plan (1972-76) still leave a shortage of 1,341,000

units or 21% by the end of the plan.

The situation withig the urban areas is much more serious. Housing
deficiencies in Seoul, Pusan and Taegu (1969 data) were 51%, 56%, and 59%
respectively. This means three and sometimes four families per dwelling
unit in lower income areas. In Seoul 2 million persons--almost 40% of the
city's population--live in 170,000 squatter units--averaging 12 persons per

room, 7/8 of a square meter living space per person.

Even taking into account the less serious condition in some of the
smaller cities, the overall urban housing shortage was 487%, as compared

with an 11% deficiency in rural areas.

The urban housing crisis in Korea 1is a derivative of three main
factors:

a) Population shifts and pressures, i.e. the rural-urban migration,
natural increase, and--specifically Korean--refugee pressures.

b) The destruction of the existing stock. The Korean War caused
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the loss of 600,000 units--one-fourth the available housing stock at that
time; and the condition of many of the older units has deteriorated beyond
repalr as a result of the country's extreme weather conditions.

c) Rising expectations. Korea's impressive recent economic growth
has increased not only the awarenecs but also the effective demand for

better housing.



2,0 SPECIFIC PROGRAM PROPOSALS

2,1 General goals

To meet these great housing needs, the Government of Korea
(ROK) has relied primarily on private-sector housing production. However,
conditions in the Korean capital market preclude private participation in
long-term housing finance. These conditions include an absence of any
long-term capital, an extraordinarily high interest rate, and a universal

speculation in rising land prices.

Although government-sponsored housing may have represented a
relatively small percentage of housing production, it did represent an
effort to meet the housing needs of lower income families. In recent
years, as a result of pressures growing from insufficient budgetary
support together with the basic inability of the capital market to provide
long-term funds, governmental institutions have tended to shift their
emphasis from lower-income, subsidized efforts towards higher-income pro-
grams that derive financing primarily from extra-budgetary sources (i.e.

advance payments by purchasers.)

While a major objective of the HG Program in Korea should be to
encourage greater private sector participation in middle and lower-middle
income housing, the Team suggest that a major portion of the initial pro-
gram be negotiated, because this can move more quickly into construction
than the compeditive program, Construction itself should pose no special
problems: the building industry is more than adequate to the requirements

of the proposed program.
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The Team recognizes that housing and housing finance institutions
will reflect conditions found in the capital market, and that the HG pro-
gram cannot be isolated from general market trends. Nevertheless, it has
attempted to incorporate in its proposals measures that it hopes will
encourage stability of ownership and discourage speculative activity with

respect to HG-financed units,

The Team also is convinced of the neccesity of incorporating
some form of maintenance of value instrumentality into Korean housing

finance and savings programs.

The financing of housing for families of moderate incomes is
additionally difficult because of the extremely skewed income distribution
so that the costs of providing safe and sanitary housing in Seoul quickly
rise beyond the means of many Koreans. A great deal remains to be done by
ROK to attempt to develop more innovative approaches for lower-income

housing.

The Team, therefore, recommends the following:

a) An immediate action program designed to get into production
as quickly as possible the maximum number of units suitable for owner-
ship by stable middle-income families. This program will operate within
the existing institutional framework but will incorporate several demon-
stration features, (This immediate program is outlined in the balance of

Section 2,)
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b) Long-range goals and objectives (Section 3.1)
c) Some intermediate steps that can be taken (Section 3.2

and 3,3)

2.2 Amount and Nature of Immediate Action Program

The Team recommends a first year guaranty authorization of $15
million, as follows:

a) $10 million to be negotiated with a public, non-profit sponsor.

b) $5 million to awarded to a private, profit-seeking sponsor or
sponsors, either Korean or American-Korean joint ventures, following a

public announcement soliciting competitive proposals.

Every effort should be made to get the negotiated program under con-
struction during 1972, To this end the Team recommends that following
East Asia Bureau approval in principle of the ProgramsTDY technical
assistance be provided as appropriate to the public sponsor to assure

prompt and proper submission of the proper application and documentation.

In view of the housing need and potential in Korea, the Team has no
doubts but- that subsequent guaranty amounts will be substantially greater.
It is considered desirable that sufficient funds for future programs be

authorized sufficiently in advance to permit a regular annual housing input.

2,3 General Criteria for Initial Program

2.3.1 Sales price ceiling: $9,000 for condominium apartments
$8,000 for houses
At this price a three bedroom unit can be constructed 66 M in size,
provided that the cost of land 1s held to reasonable proportions. This

unit will offer heating and hot water, both of which are highly desirable



and unavailable in units of this price at the present time. It is hoped that
the superiority of the unit, together with other controls proposed below,

will reduce speculation.

2.3.2 Down payments: A minimum of one-fourth to one-third for non-property

owners, although substantially higher than usual in HG programs, is recom-
mended. This is in line with the 25% down payment required for previous
programs in the East Asia Region. It represents a substantial improvement
over present down payment requirements in Korea, which amount to 70% or
more of the selling price. This equity should represent real savings, as

contrasted with profits from land speculation.

Actually, down payments of 50% or more are consistent with market
behavior, and maximum down payments may be desired by purchasers who already

own property and who are selling cheaper and less adequate housing.

At the present time the majority of homes are bought for cash, and the
major portion of the payment consists of the appreciation in the value of
previously owned property. To the extent that the down payment is saved
by non-property owners, it will represent cash savings of one sort or

another, rather than speculative profits.

2.3.3 Interest Rate

The Team recommends that consideration be given to utilization of a

maintenance of value mechanism in the mortgage, (see Long Range Goals and

Objectives - 3.1.2,) and that the basic interest rate to the consumer be

set at the rate paid the U.S5. Investor plus the 1/2 of 1% AID fee.
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One possible technique 1is mortgage adjustment., The Korea Housing
Corp., makes use of an adjustment clause in its lower-income housing pro-
grams and reports that this has created administrative and public rela-
tions difficulties. The Team believes, however, that these can be over-
come through more universal use of the technique, particularly if it can
be associated with both a savings program and an increasing program of

financing for middle-income housing,

It, therefore, is further recommended that is this type of
instrument be used, it be adopted by the Korea Housing Bank for all mortgage

programs,

Should it not be feasible to incorporate readjustable mortgages,
then the cost of devaluation should be passed on to the homeowners through

a Reserve Fund or higher interest rate.

With Readjustment Without Readjustment
INTEREST TO U.S. INVESTOR 8% (current rate) 8%
AID FEE 1/2% 1/2%
DEVALUATION RESERVE - 6 1/2%

8 1/2% 15%

NOTE: The figure of 6 1/2% for the Devaluation Reserve is given as an
example only. Selection of an appropriate Reserve amount must follow
considerable discussion with ROK.

In addition ROK may wish to charge a fee for its guaranty.
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A fee also must be paid to the administrator for servicing the
mortgages. This fee is usually stated as a percentage of collections,
rather than a percentage of the outstanding balance, but is normally the

equivalent of an additional 3/4% per annum.

Other monthly charges may include, where applicable, insurance
premiums for fire and extended risk and for term life insurance, and fees
for maintenance of common areas and for an automatic home owners associa-

tion.

2.3.4., Monthly Housing Payments: no less than 15% and no more than 25%

of gross family income. However, in making these calculations it will be
necessary to give due weight to anticipated increases in income in order not

to limit unduly the market through over-restrictive buyer qualification.

2.3.5. Competitive Program. In addition to the above, it is recommended

that the criteria for the competitive program indicate that priority con-
sideration will be given proposals for housing located in proximity to new
industrial developments and designed for occupancy by workers. Additional
special consideration should be given to such programs developed in con-
nection with housing cooperatives, workers housing, credit unioms or other
such proposals indicating the possibility of longer-range and continuing

development.

2.4, Special Conditions for Initial Program. The Team recommends the

following additional conditions for implementation of the initial projects.,
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These conditions are designed to encourage ROK active participation in

keeping down unit prices.

2.4.1. A ROK/G guaranty of full dollar payment of principal, interest

and AID fee on a continuing monthly basis .

2,4,2, ROK will assure provision of construction money from either the
KHB or a commercial bank in an amount no greater than 25% of the
total cost of construction at the market rate of interest without
fees, discounts, commissions, early penalty interest rates, or
other charges. General use of these fees raises the effective
interest rates for construction money from 24% to in excess of
30%. Substantial ROK participation in KHB and the commercial

banks should make such intervention possible.

2.4.3. ROK will assure provision of land at cost (in terms of a constant
value Won) on condition of certain anti-speculation provisions.
Both KHC and the City of Seoul presently benefit from the infla-
tionary rise in land prices, and new land development programs are
profitable ventures. Provision of land at its cost by either
public agency should substantially reduce sales prices particularly
for single-family homes, thereby, benefitting the new homeowners

the program is designed to attract.,

2,4,4, To encourage more permanent tenure and to dampen speculation, we
propose that the following provisions be applicable in the event

of sale or pre-payment:
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a) In the case of those units for which land has been provided
at cost by a public agency, the full amount of the increase in land value
should be paid over to the public agency. (The amount of the increase
should be determined in any event by the Ministry of Finance in connection
with implementation of the Anti-Speculation Tax; therefore, implementation
of the this proposal should be relatively uncomplicated.) Provision for
this should run with the land independently of the mortgage for a
stipulated period of time, say 10 years.

b) Further to reduce speculation we nropose a substantial pre-
payment penalty, to be revised downward in accordance with the length of

time the property is held by its original purchaser.

2.4,5. In the event of pre-payment, by the individual home buyer, the money
should remain with the Borrower in order to finance additional
housing to be reloaned under the same terms and conditions as the
original loan.

It is assumed that despite any precautions that may be taken to
attempt to reduce speculative land sales, the HG projects cannot be
isolated from over-all market tendencies prevalent in Korea. This
waiver of immediate return of pre-payments to Investor will be
helpful in order to maintain the supply of }Jong-term capital funds

suitable for relending in the housing market.

2.5, Recommended Program Participants

2.5.1. Borrower: (For both the negotiated and the competitive programs)

Korean Exchange Bank, a wholly-owned subsidiary of the official
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Bank of Korea, responsible for handling all foreign exchange. KEB
also can provide a guaranty of dollar repayment which, we are told,

is the equivalent of an ROK guaranty.

Non-Profit Sponsor: The Korea Housing Corporation is recommended

for the initial negotiated program because it appeared to the Team
to be technically the best qualified of the potential non-profit
sponsors interviewed., KHC also has available sites and has clearly
demonstrated the capacity to sponsor substantial construction pro-
jects.

Actual construction contracts should be let to private builders by

competitive bidding.

Administrator (For both negotiated and competitive programs): Choice

of an Administrator is critical to the long-term success of the HG
Program. The Administrator must represent the interest of the ROK,
AID and Investors for the term of the guaranty and must be responsive
to their requests. 1Initially the Team felt this role would appear to
be most suitable for the Korea Housing Bank. However, this insti-
tution's previous performance has given rise to considerable criti-
cism; and KHB has been unresponsive to USOM requests, particularly

with respect to management of certain counterpart loans.

Therefore, the Team recommends investigation also of Korea Trust

Bank, Korea Development Bank, or KHC itself (which administers its

own 8% loans program on a lease-purchase basis) for this position,
However, in terms of the long-range strategy suggested in this report,

gelection of KHB as Administrator appears indicated,
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2,6, Projects Ready for Early Financing

206010 Bamp_o Area
KHC owns 53,000 M2 of the reclaimed Bampo Site on the south bank of

the Han River which is suitable for construction within the sale
price limitations of the HG Program. KHC's current proposal for the
site calls for upper-income condominium apartments to be financed
by purchaser deposits, However, if financing can be made available,
KHC has indicated it is prepared to present a new proposal involving
less costly units. Because of KHC experience in constructing such
units, the Team believes an acceptable proposal can be developed

fairly promptly.

2,6,2. Private Developers

A number of private developers own vacant land in the vicinity of
industrial developments, construction on some of which already has
been started, Development of these, of course, must be undertaken
competitively; but they are included to indicate the kinds of pro-
posals a competitive announcement could easily stimulate.

Kum Ah Industrial Co., Ltd., owns 45,500 M2 near Inchon, planned
for construction of 2,000-2,500 single-family homes costing $6,200,
HYUN/DAE Construction Co., owns a 167,000 M% tract near Honam (near
Pusan) adjacent to new Industrial district providing employment for
6,700 persons. DAIIL Lumber Co., Gaebon-Dong Site has a site suit-
able for 2,000 units under development near a large industrial dis-.
trict. About 100 units costing $9,000 are currently under con-

struction.
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3.0 INSTITUTIONAL RECOMMENDATIONS

3.1. Long-Range Goals and Objectives

3.1.1. New Housing Finance System

It is extremely difficult in Korea at the present time to distinguish
in function the various government-owned or controlled commercial banks
(into which category we include the Housing Bank), except that certain of
them have been assigned specific tasks by ROK (i.e. housing, financing large
industry, foreign exchange, etc.). Each derives its capital in almost
exactly the same manner, and they deposit in one another as instructed by
ROK. What is needed for housing is a new system, distinct and separate
from the existing commercial banking system, and designed for the specific
purpose of encouraging savings, on the one hand, and to provide for the

construction and long-term financing of housing, on the other.

The Team feels that such a new system should be under government super-
vision but should be composed of privately-financed stock corporations with
a clear and distinct name to identify their savings and housing component
and with the broadest powers to raise capital through the issuance of stocks,

bonds, and debentures, but with a major emphasis on savings.

An integral part of this system would be a government agency with a

dual function: -

1) To regulate and supervise these private savings and housing banks
in the public interest (i.e. type of risk, type of loan, accounting
procedures, reserves, surplus, net worth requirements, etc.); and

11) To serve as a banker's bank, a credit window designed to raise

capital in the capital market for relending to participating
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member housing banks and to stabilize the savings capital of the
capital of the private banks in the event of regional dislocations or

savings out-flow,

An additional fee-funded government agency also could be created to

insure depositors' savings.

Undexr this program the Housing Bank will be either transformed into
the supervisory and secondary market agency or dissolved; in either event
its branches and the main banking operation will be offered for purchase

to the private sector.

3.1.2., Maintenance of Value

The Team is aware of previous ROK consideration of a Maintenance of
Value mechanism and believes that careful, serious consideration once more
should be given to an alternate technique, primarily as a means of encouraging
significant amounts of private capital into the long-term financing of home

ownership on conditions acceptable to Koreans of moderate income.

Under present conditions the adjustment to inflation is accomplished
through high interest rates. These severely restrict utilization of savings
for long-term mortgages, and in fact the only current such program involves

subsidized interest rates.

The Team believes ROK should give serious consideration to mort-
gage adjustment as a possible alternative technique. Mortgage adjustment
has been used in other countries, such as Israel, Brazil and Chile.

Conditions were different in these countries (in particular the rate of
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of inflation in Brazil and Chile at the time of adoption was substantially
greater than it is today in Korea), and the Team wishes to caution that this
suggestion needs a most careful evaluation, which was beyond the scope of

the Team's work.

The Team believes its important that if an adjustment mechanism

is to be adopted, it be applied both to savings and to mortgages.

Basically the technique involves the periodic adjustment of
savings and outstanding mortgage balances (and hence monﬁhly payments) in

accordance with a pre-determined index.

The two variables that need to be examined in the specifically

Korean context are the frequency of adjustment and the index to be selected,

The Team believes that the index selected should be statistical in
nature (such as cost of living, consumer price or wages) rather than one

determined by another administrative action,

Similarly the Team believes a regular, periodic review of the

index 18 preferable to one contingent upon another administrative action.

In any event it must be stressed that MOV can only supplement, not
replace, firm and successful ROK measures to counter inflation and that to the
extent these measures are successful, confidence in the Won remains the

ihjor encouragement to savings and to long-term capital investment.

3.1.3. Lower Cost Housing

The Team recommends increasing emphasis by ROK on techniques for

developing lower cost housing.
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The Team recognizes that some efforts are being made, particularly
by the City of Seoul, such as the Citizens Apartments program and the

recently announced strategy for dealing with squatter settlements.

But a much greater effort needs to be undertaken and sustained

as a part of national housing policy to develop experimental and innovative
programs for the very low income and irregularly employed and for those
regularly employed but who under present conditions cannot afford decent,

safe and sanitary housing on an unsubsidized basis.

Wherever possible such programs should be self-liquidating, with
subsidy limited to control of land costs or assumption by a sponsoring

municipality of certain overhead costs.

The Team is aware of the very great difficulties involved and is
not prepared at the present time to offer meaningful specific suggestions,
but it feels that the problem is of such importance that a major effort must

be undertaken.

3.1.4. Land Bank

Given existing land costs, ROK should encourage KHC and the various
major municipalities to reclaim and to acquire vacant land for future develop-
ments. This program which, as has been demonstrated, can be self-liquidating,
should represent in the long run the major element in municipal and KHC

housing action programs.

In connection with this, land should be made available from the Land
Bank at its cost expressed in a constant value Won to sponsors of planned

housing developments designed for moderate-income families, with sales price



limitations and anti-speculation controls,

3.2 Intermediate Institutional Changes

3.2.1. The Korea Housing Bank

a) Although KHB in the long run should divest itself of its operations
in order to become a supervisory, regulatory, chartering and
secondary mortgage institution, in the intermediate period it
undoubtedly will continue to operate the ROK-subsidized mortgage

program and its commercial banking operations.

b) 1In terms of its ongoing programs, KHB should cooperate with KHC in
making available construction financing and its long-term mortgage
program, for as long as it continues to be directly involved, to
sponsors of planned moderate income housing developments, as out-

lined below.

¢) KHB should develop a maintenance of value instrument such as
mortgage adjustment or a Reserve Fund for use in connection with
its existing program. One additional benéfit of this will be to

make its portfolio more marketable,

d) Basically, KHB is in need of a major self-analysis., This, in
the opinion of the Team, is something that cannot be provided by
outside experts. What is required is an understanding, initially
at the level of the Minister of Finance, of the necessary changes in
practices and attitudes that can earn for KHB the confidence of

the community it should serve. Perhaps initially there should

be ar-sense of urgency of the tasks to be accomplished., More
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systematic organization and more businesslike approach also are
needed. The Bank has benefitted from considerable short-term
technical assistance and participant training: the Team believes
the capacity property to exploit such assistance must be
internally generated.

3,2,2, The Korean Housing Corporation

a) KHC should abandon two programs which, albeit profitable, could
be equally well met by the private sector: rental apartment
developments for foreigners and condoninium apartment develop-
ments for the upper-income market.

b) In selling off its foreigners apartments, KHC might be able to
accept in trade as down payments (or acquire with the proceeds
of such sales) tracts of vacant land assembled by investors.
KHC thus could benefit by increasing its holdings of vacant
land.

c) KHC's current balance sheet shows an annual "profit" on its
operations. However, more careful study is necessary to deter-
mine the impact of the spin-off of these two operations of KHC's
overall financial health, including the overhead that must be
attributed to its other operations,

d) KHC should cooperate with sponsors of middle-income housing
developments by making available land, as previously described,
and technical assistance.

3.3 ROK Intermediate Housing Strategy

There are intermediate steps which ROK can take to encourage greater

participation by the private sector in housing finance.
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3.3.1 Pmployee Savings Societies

ROK should encourage participation by large employers in various
schemes to generate savings and housing for workers. It should offer its
collaboration in terms of land assembly, the provision of construction
and mortgage financing, and supervision to assure the technical quality
of construction, provision of anti-speculation controls, and audit and
perhaps insurance of savings societies to protect depositors,

ROK participation should be so designed as to be. compatible with the
supervisory and deposit insurance features of the recommended long-range
home finance system,

Industry for its part should encourage the organization of savings societies
of all kinds with the purpose of savings for housing through regular pay-
roll deductions. Employers could offer interest-free loans in an amount
related to employee savings to help with downpayments; sponsor lotteries
with the number of chances to be a factor of the percentage of wages

saved and maintained in savings; offer to match in amount any drawing from
a "Kyé" society (a form of rotating mutual lending society) which is

placed and maintained in savings; and other incentives.

These incentives should be so set up as to remain in effect only as long as
savings are maintained or used for housing. Upon withdrawal of savings or
sale of the home, the employer contribution could revert to the savings
soclety in order to increase its capital.

Fmployers also could participate in mortgages, together with KHB and future
HO loans,

It is important that housing so sponsored not be tied to continued employ-
ment with the sponsor,
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3.3.2 Private Savings and Home Owners Banks

ROK should encourage formation--under appropriate regulations - of
privately financed savings and home owners banks, exclusively devoted
to housing and related fields, including acquisition of KHB branches where

this appears feasible.

The Team feels that the average Korean, given the assurance of a safe

and privately owned depository, could be motivated to save, at perhaps

even slightly lower than current market rates, particularly if there is the
promise of ultimate homeownership. The Team also feels that there exist
private individuals and corporations who could operate profitably and
effectively through formation of a savings bank for the specific purpose

of developing honusing.

Although commercial banks are currently paying 22% on savings, the Team

feels it possible that such an institutuion might initially attract savings
at 18%, thereby charging 20% for mortgages. At this rate, there are serious
problems with longer term financing. However, financing at this rate for a
medium term (5 to 10 years) is very competitive with all but the very limited
subsidized mortgage program of KHB; and the technique is institutionally
sound and capable of rapid devel opment as interest rates generally decline

and the capital market becomes stabilized.

3,4 Technical Assistance Needs

At the present time the Team feels no special technical assistance

needs will arise in connection with the immediate implementation proposals
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that cannot be met through the regular staffing patterns and procedures of

the HG program.

However, we feel that in order to be able to achieve the maximum permanent
institutional advantages, the Misnion should fund a direct hire Housing
Officer to assure proper continuity, and to expedite coordination of appli-

cations and processing.

Special short-term TDY assistance should be offered by A/H in connection with
the negotiated Sponsor, particularly with reference to technical aspects of
the application, and to site planning and dwelling unit Jhyout; and in dis-
cussions of the proposed mortgage adjustment instrument,

Inspection Services--both construction and fiduciary--need consistent and
regular monitoring. The Team feels this must be done through A/H personnel

stationed permanently in the Region.

Subsequently, as capital market developments permit, ~OK probably will
benefit from both short-term end long-term te-hni -al assisten—e involved

in studying exicting legislation and preme ring re -ommended legislation, if
any. to establich a permsnent housing finence cystem, and to sscsume -ertain
clesrly - defined responsibilities in ~onne-tion with any newly - -rested

regulatory, se~ondary merket and deposgit insurence mechenism or me-heanisms,
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II, ZIHE MARKET, HOUSING PRODUCTION, FINANCING AND INSTITUTIONG

In preparing its findings and recommendations the Team first of all
made a study of existing housing sector activities in Korea, and particularly
in Seoul. This section identifies available housing market statistics in
order to present preliminary data on effective market within the pobéntial
HG market; describes how housing im produced and financed in both the
private and the rublic sector; and identifies major public sector institu-
tions. Section III presents technical data. |

4.0  HOUSING MARKET

PUNSUSPOREL

———

el ‘Available Statistics

ROK maintains considerable- albeit not always intermally
consistent- data on almost all phases of e?onomic lifé except income
distribution.

The {212$W§g¢_Sugggx_analylea income distribution nationally
in three major categories: mining, manufacturing, and ser¥ices;
but the income distribution analysis is not refined either by
sub-industry or by geographic area. According to this study,

70% of the workers engaged in manufacturing were making less than
the median average monthly wage of $66; within the service
industries 65% make less than the median of $93.

To these base figures must be added the annual special
earnings-- bonuses, gratuities, allowances and various supplements-
which are regularly paid and which, for those industries covered
in the Wage Survey, amount to an average increase in monthly income
of 16.3%. These special carnings vary greatly. For people with
a high school education or less, the special carnings average

12 - 15% per month. For college graduates the average is 19%j
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many, of course, receive more-- a college faculty member reports
receiving his monthly salary on the basis of a l6-month year,
representing an effective 33-1/3% special bonus over his

listed salary.

Special earnings are least in such industries as
transportation, storage and communication-- 11%% pro-rated
on a monthly basis-- and greatest in such industries as finance,
insurance, real estate and business services-- averaging
25% per ﬁonth.

The existing data cover all wage earners, whereas male
workers generally earn more than their femsle counterparts. The
¢ex differential from the median average is least in such industries
as electricity, construction, trades and restaurant-- 5%;
and ranges upward through 10% in transportation and finance, to
13% in community, social and personal services.

Wages generally are higher in the major cities-- by 6%%
P—__""H ns— A———

in Seoul, by 13% in Pusan.
P ——

Two-thirds of the 907,000 persons employed in Seoul were
concentrated in the higher-paying tertiary industries, according
to 1967 data. Seoul also contains the highest concentration of
employes in relatively high-paying industries such as banking
and insurance (median avergggmggggb}x_yage‘$195), electrical

($127), engineering ($122) and other white collar and professional

occupations.

QB staff have given 60,000 won ($185) as the "average"

month come for participants in its housing installment savings L//

s

program. Salaries of middle to upper-middle level civil servants

range from this figure to $300 a month.
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.2 Effective Demand in the HG Market

Le2,l Duta
Preliminary 1970 census data indicate 568,197 dwelling units in Seoul, Of
these, 170,000 squatter and slum units housed 2 million persons, The re-
maining 3.5 million residents - or some 600,000 families ~ live in approxi-
mately 400,000 units, There are, therefore, approximately 200,000 families
sharing living quarters in non-squatter areas, and it is assumed that among
them will be found most of the buyers for the units to be marketed under
the HG program, / ?70

Extrapolations based on data in the,National Wage Survey, adjusted to
provide for the various differentials referred to, provide a basis for
estimating the numbers of wage and salary earners in Seoul, within various
income categories, A socioeconomic study of threé Seoul neighborhoods also
indicates that 277 of families have more than one wage earner, and an addi-
tlonal estimate has boen made of double-income families at these incomes,

If these oxtrapolations are correct, there.are about 580,000 households in /7

-t g
e —
-

Seoul that may gonerally be termsd middle-incoms

rom—aa, .

i 4 O e

——

hle 1
E.ilr=*~4 LrYiope of ¢ 1o Incoms Howseholds in Secul
Monthly Earnings Number of Households
“,ﬂvou - ‘/0000 '

$50-100 / o 318,300

$101-10Y 4410 ~73,¢ 18h:9oo

§185-250 74 440 - 129 ™" 11,600
8051310 1o HoD TS 7AY 00T gR g

More than $310 /24 we’ 15,500

\  fotal 588,600
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The following tables indicate tho range of maximum sales prices and
mortgage amounts that could be carried by famllies of various income levels
at varying interest rates,

Table 2
Mortgages and Sales Prices Marketable
to $§5§Mon§ﬁ Income Group
Monthly Payment Amount of Mortgage at 8 1/2% Sales Price
2 V/ T VS R V-
down down down
204 of income $10 20 years: $1,150 $1,500 $1,700 92,300
25 years: $1,250 $1,650 $1,900 $2,500
.25% of income $12.50 20 years: $1,450 $1,900 $2,200 $2,900
25 years: $1,550 $2,100 $,300 $3,100
Amount of Mortgage at 15%
$10 20 years: $ 750 $1,000 £1,100 $1,500
25 years: & 900 $1,200 $1,350 42,800
$12,50 20 years: $ 950 $,300 #,L00 $1,900
25 yoarss $1,100 $1,500 $1,650 $2,200
-uUp A -
Teble 3

Mortpapes and Sales Prices Marketable
Yo ﬁ 5%7koniﬁ' Income Group

Monthly Payment Amount of Mortrape at 8 1/2% Sales Price
571 " V5 R V-

down down down

20% of income $20 20 ¥ears: $2,300 $3,100 $3,L50 4,600
25 yoarss $2;500 $3)300 $3:7‘50 45,000
25% of income $25 20 years: $2,900 $3,900 ¢L,350 ¢5,800
25 yoars: $3,100 8,100 $L.650 $6,200
Amount of Mortpago at 15%
$20 20 yoars: $1,500 $2,000 $2,250 $3,000
29 yoars: $1,770 $2,300 $2,600 $3,500
ées 20 yoarss $1,900 $2,500 $2,850 $3,800

2% yoars: $2,200 $2,900 $3,300 $1,L00



Table I
Mortgage end Sales Prices Marketable
to £$185/Month Middle Incoma Group
Monthly Payment  Amount of Mortgage at 8 1/2%  .1/4. ﬁg A2
down dom. down
20% of income $37 20 yesrss $4250 $5700  $6400  $8500
25 years:s $4600 $6100  $6900 $9200
25% of income $46 20 years: $5300 $6500  $7350 $10,600
25 years: $5700 $7600  $8500 $11,400
Amount of Morteage at 15%
$37 20 years: $2,800 82,800 $3,700 $5,600
25 years: $3,300 $4,950  $4,400 $6,600
$46 20 yearss $3,500 $5,250  $4,650 $7000 .
25 yearss $4,100 $6,100 $5,500 $8,200
! .,.45 :
Mortenern end Snlopg Pricea Marketable
o #250/Month Middlo Income Group
Monthly Payment  Amount of Morteage at 81/2% 14 © 13 12
. 20% of income $50 20 years: 85,750 7700  $8600  $11,500
25 years: $6,200 300 $9300 $12,400
25% of income $63 20 years: $7,200 $9600  $10,800 $14,400
25 yearss $7,750 $10,300° $11,600 $15,500
Amount of Mortgaga at 15%
$50 20 yearss $3,800 $5,100 85,700 $7,600
25 yearass $4,400 $5,800 $6,600 ¢$8,800
3 20 yearas $4,700 86,200 $7,000 £9,400
25 25 years: $5,500 $7,300 ¢8,200 $11,000



-27-

Le2,2 Analysis of Effective Demand
A very great potential exists for units that could be marketed to the

$50-100 and $100-18L a month income groups. However, construction costs
are such that it is extremely difficult to provide new housing within a
range of monthly payments that could be supported by this group,

z;/// A strong market also exists for the 8185 a month income group., This

—_—

can be met at exlsting construction costs but is not at the present time
because of the unavailability of sufficient long-term financing,
Provision of heat and hot water should increase the desirability of
units within the proposed price limitations.,
Bxisting projects providing these amenities are selling well at sube
stantlally higher prices, The City of Seoults 1971 middle-income project
of 1,56l units has been completely sold out for cash, at the following prices:
216 units at $6,700 .
E?a 8,600 .\
360 13,000
336 17,700
KHC has already received 300 applications to buy for cash units priced

at $0,000 in a proposed new project.
In analyzing effective demand it is important to keep in mind that under
existing conditions the majority of Koreans do not have the opportunity to

e e

v e ———

make regular monthlylpaymonts on pqqgiggivéRental payments are predominately

on a key money basis; monthly rentals appear to be a feature.of very low _

1ncome units, Similarly the majority of home ownors pay cash,
_Egﬂgbg,gnly existing lonp-term mortgage program, that of the Korea

T ——
Housing Bank, loans are limited to a celling of $2,150, and thus require

S e————

monthly paymonts of only about $30, or about 16% of the average monthly
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income of borrowers. KHB officials have indicated that they favor a prue-
dent 15-20% ratio of housing payments to income, and this reflects pub-
1ished dg-; .;;:n;di;;x average housing expenses.

In this connectiox; it must-be emphasized that-although Koreans are ac-
customed to spsnding 15-20% on housing, this is done in the virtual absénce
of long-term financing. Korean incomes have been rising and a continued
rise may be antlicipated, In this light -~ and if no adJustable mortgage

instrument is used - it may be advisable to extend credit to an individual

who is willing to pay substantially more for housing in the first year -
say up to 357 - with the expectation that this percentage will be sub-

stantially reduced over the long term,



$.0 HOUSING PRODUCTION

TABLE 6,7
Number of Units Bullt in'Xorea 1966=-1970

Year Public Sector Privaté Sector Total
1966 12,132 (13%) 81,817 (87%) 93,321
1967 9,559 (10%) 85,009 (90%) 9k,568
1968 6,745 ( 7%) 89,489 (93%) 96,225
1969 25,258 (2L%) 79,287 (76%) 10h,5L5
1970 12,622 (11%) 102,398 (89%) .115,000

TABLE 7

Building Permits for Private Construction - Seoul

Type_of construction 1968 1969 1970 1971 (4 Mo.)

Detached Homes 22,473  2L,23L4 30,212 3,367
Apartments 1,695 2,400 3,105 615
Totals 2,168 26,634 33,317 3,982

5.1 Ths Private Sactor

As the above tables indicate, the private sector plays the primary
~— —— e

r-—/

role in housing.

§.1. 1 Tata on Individunl Frms

Kine major construction firms and developers and two consulting
firms were interviewed during the survey.

The following is a brief narrative of each of the firms, together
with a ghort description of potential projects being considered b, the
firms for future development.

5:1.1,1 Daiil Lumbar Co. Ltd.

Daiil has been actively involved in the construction of office
bulldings, madium cost housing and port facilities. Two projects
are being considered by Daiil in the (Gae Bong Dong and Noonsari

areas. Please rofor to ReferenceNo. 1 for additional information.
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5.1.1.2 Hyundai Construction Co. Ltd,

Hyundal has vast operations throughout Korea, especially in the
field of industrial and high rise construction. Flease refer to
RefexrenceNo, 2 for additional information.

5.1.1.3 Sampoong Construction Company

The company is principally devoted to the construction of multi-
story apartment and of{ice buildings, and residéntial construction.
It owns land for development. Flease refer to ReferenceNo. 3 for

additional information.

S.1.1.4 Tong Yang Group

5..1.5

5.1.1.6

5.1.1.7

The Group is involved in cement manufacturing, foods, construc-
tion and engineering, maritime transportation, and manufacture of
asbestos cement builidng materials. It owns land for development.
Please refor to Reference No, L for additional information.

Das Lim Concrete Products, Inc.

This firm is engaged in development of a 2,000-unit new town for
v——"‘/.,—-
upper-middle income familiés about 47 miles from Seoul. Flease refer
toReference No. 5 for additional information.
Chin Yang Dopartmeant Mansion Co.

This £irm has developed a large condominium apartment and com-
mercial complex in downtown Seoul. Flease refer toReference No. 6
for additional information.

Chosun BEngineering Corp.

This is a medium-sized firm which provides supervision, while
subcontracting ths actual construction, a practice common in Korea.
It has been general contractor on AID-financed construction and has
doveloped m_xbctivieionu in Sooul suburbs, usually with KHB financing.

Please refer toReference No. 7 for additional information.



5010108

5.1.1.9

501 o110

S.1.1.11

50102

DM1lingham land Corporation

Dillingham is one of the largest expatriate firms now operating
in Korea, Its principal line of businees include the construction
of hotels, office bulldings, apartments, commercial, industrial,
land development and roads, It is currently constructing a luxury
condominium apartment bullding for expatriate occupancy. Please
refer toReference No. B  for additional information,

Rusagell, Assoclates Inc,

Russell is a subsidiary of Russell Associates of Hamdem, Conn,,
the firm is relatively new in Korea and plans to get into the housing
construction business in the Republic, Please refer to Reference
No. 9. for additional information,

Trans Asia Corporation

The co mpany 18 engaged in Korea in construction supervision and
in professional consulting work, Please refor toReTerence No, 10
for additional information,

Waco Engineers and Assoclates

This firm is also engaged in consulting work and has submitted
a proposal for a housing program, Please refer to Refl erence No,
11 for additional information,

Refarence Materlal

1ist of contractors, builders, Korea, Reférence no, 12
Directory of Membor Firms, KMCCA, Reference No, 12
1ist of Professional A and E Associations, Korea, Keference po, 12
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,/éf; The Public Sector

ROK emphasis on housing was first expressed through policles designed

to replace housing destroyed during the Korean war. Government Relief
housing ropresented L3% and L9% of total housing production in 1953 and
1954 respectively. By 1957 ROK policy shifted from direct participation
in construction to primary emphasis on private-sector housing production.

Original ROK budget estimates for housing investment during the first
Five-Year Plan (1962-66) were set at $l1 million. This figure was almost
halved to $21.5 million in 1963. A total of 60,000 units were programmed.
Actual construction totalled 40,000 units, 12% of the 327,000 units bullt
during 1962-66,

Projections for the Second Five-Year Flan (1967-TL) originally called
for a total production of ‘800,000 urits; tals has subsequently been
acaled down to 500,000 units bacause of increases in building costs. Of
this total only 30,000 umts were to be government sponsored, actually
less than those built during the First Five-Yéar Plan, or 6% of total
housing production.

‘Actusl housing production through 1970 has totalled 10,000 units, of
L’/’ which 54,300 - or 13% - were publicly sponsored. '

Table 8: Housing Construction by the Public Sector 1967-1971

\’/ny/koroa Housing Bank (KHB) 47,0L0 units
(Since 1968)

By Koroa Housing Corporation (KHC) 5,045
.)'7 City of Sooul and other 5,426
runicipalitios

Notes (Thore is considerahble overlap in the above data., Some of KHB
oanc are nade to purchasors of KIC housing, KHC also constructs
projects for othor govornmontal umits.)



In addition to the above major public sponsors of housing, there

are the following:

y,

a)"Minigt?yﬂgf~general Administration; constructs sales housing
for government employee;; v o
1970 - 40 units
1971 - 1,830 units - programmed
~b) Office of Veterans; makes 25 - year 4% loans to disabled

veterans or to war widows for construction off individual

homes; funds are raised through a' housing lottery:

Y ('Y
® oo

1970 - 535 units (average loan $800)
1971 - 2,000 units programmed (average loan $3,200)
,0) _gigigtny of Health & Social Affairs - flood relief housing.
d) The Ministry of Agriculture & Fbreéif& sponsors two exclusively
ruralﬂfrograms:
= grants to encourage farmers to resettle and farm deforested
area. In 1970 a total of 1790 grants were made, averaging
$510 each.
= repacemont of thatched farmhouse roof with roofs of per—

manent materials.
5.3 Methods of Financing Houaing

The following data have been developed for Seoul, which while the
most important markoet, otill accounts for only 20-25% of the total
private soctor in Korea, Privato housing construction is generated

L T y—

from four sources:
"’—ﬁ:ndmdual has his own homo built on his own lot, using his
own financial resourcos,
2¢ An individual has his own home built on his own lot with tho
assistance of a loan from tho Korea Housing Bank,
3¢, A home-builder or dovelopor constructs individual homes for sale,

lis A developer constructs apartmants for aala aw st
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3.1 FKorea Housing Bank Progran L_\ '/ f’
The Korea Housing Bank offers the only-long-term mortgage pro-

gram in Korea, During the period 1968-70 KHB made ybgyo loans,
During these same three years, a total of 315,770 units were built,
In 1970 KHB financed 9,399 of 115,000 units built. Thus long=-term
financing is available for only a small proportion of the units
btuilt,

The term of KHB }ans is 15 Arears, Interest rate for purchases

f KHC nici - dh is 8%; 1 individ
of KHC or municipally-sponsored housing is 8%; loans _.t.._gw uwals
are at 1L%,

ra———
[£ the homs owner wishes a loan from the Korea Housing Bank, he

pp———

must first purchase the }_ﬁﬁ?_}‘t an average cost of $3,000. Using
m;l_lateral , KHB will lend a ln;n_x;l.mum-of-{ﬁi'ylig towards

the construction of a house. A modest house will cest $3,700,

above and beyond the land. KHB financing, therefore, in this case
covers about 30% of the total cost of the house and land, for a
moderately priced unit. These KHB limitations are designed to exclude
upper-income housing, and to make the resources available to the
largest posaible number of borrowers.

In goneral, financing of housing in the Public Sector ifswighar-

- ——

acterized by the following:
—T T

1, Even vhen loans are avallable from KHB, a very high initial

" equity position is necessary,

- 2o In the absenco of financing, most public programs are moving
towards production of more expensive housing for higher income
groups, which can more eanily accumulate the cash required for pay-
ment in advance, and for which extra-budgetary interim financing is
avallable through these advance payments,

5¢302 Private Financing

‘The team found private bank loans for home purchase available in
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only one instance., In this case one developer had encountered mar-
ket difficulties, and the bank holding the construction loan offered
essentially an extension of the construction loan to home buyers:
80% ratio loan to value, term S years, interest rate 2L%,

In the private sector housing is essentially sold for cash.
Contracts for purchase of land, for the purcﬁaae of homes or aparte
ments, or for construction of a home provide for a schedule of pay-

nts to be completed prior to _occupancy,

Sourc;;“;f‘;unds ;;;“ﬂéhe purchase are mostly unofficial; sale
of éiigiihg property, taling advansage of inflation, or return of

}tal.hgy money; "mattress savings", augmented by participation in
Kye jsocieties (a_fg;p»pf_rptating rmutual lending society very common
in ;;;; and in the Far East), small consumer loans to friends and
acquaintances (at an interest rate of about L% per month), or in-
heritance., Borrowings from private sources are relied upon only ar
a last resort because of the crippling interest rates,

A Korean family will launch itself on the housing escalator by
saving for five years or so and by augmenting these savings through
the Kyes and through small loan transactions (the traditional con-
tribution of the Korean housewife to family economies) in order to
buy a small older house or apartment fﬁr, say, $1,500 to $3,000 ,
Relying upon contimiing inflation and the escalation of real estate
prices adding to family savings and the wife's small loan manipula-
tions, the family hopes to obtain the means to move up into increas-
ingly adequate housing every few’years.

5.3.3 Role of Land Spocvlntion

Lnnd epoculation 1a ondbmic in the Seoul area, Over the last few
years increases in land prices have averaged 30%, representing a
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subatantial hedge against mﬂatifgp,wwhose ;a;_u_n_a_g_l rate during

( l thq samo period averaged 113, For those whose transactions
;1:;0 been both timely and woll located, of course, the benefits have
been much more substantial,

As was indicated previously, the purchase and resale of one!s
home represents for most Koreans the surest way to economic upward
mobility, This pattern is repeated on all levels, from the squat-
ter, who can receive $18 to $30 from sale of his resettlement plot
and move back into another 1llegal area to await re-relocation and
recapitalization; to the Korea Housing Corporation and City of
Seoul, both of which sell off parcels from their land improvement

————

progrnma (and in the case of the City other holdings) at market
pr:l.ces, thereby benefiting from the contimied increase in land
prices.

5.311; Rental Payments

Payments for new rental units and for most middle-class rental
housing in Seoul are primarily on a "cho\nseh" or.key-money basis,
with the tenant making payment which entitles him to occupancy of
the unit for six months or a year, This deposit 18 returned at the
end of the contract period, One study of a long-established resi-
dential neighborhood in the center of Scoul indicated that three-
quarters of those who rented made "chonseh" payments, Thus occupa:;
cy of the dwelling unit becomes a sort of consideration for what /
amounts to an interest-free loan, and entreprencurial profit comet
from use of the tenant!s monoy -ona-year Korea Development Bank
bonds pay 33%, commercial banks pay 22% on time doposits, interest
rates on the flourishing curb market can easily reach 5-7% per |
month = rather than from the real estate operation in itself.
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The unofficial money market represents a signmificant element in
the Korea capital market. In an earlier study prepared for the AID
Mission the total volume in this market in 1964 was estimated at

 $170 mi1lion, (This compares with $L400 million of primary securities

held by individuals and private corporations in the official capital
market.)

0f this total about $70 million or LO¥ are held in the so-called

curb market, consisting of what may be called full-time participants
et =

such as money lenders and brokers, as well as landlords and shopkeepers
for whom money-lending is a highly lucrative side-line. Loans on the
curb market are made primarily to small and medium enterprises.

(Another $l1 million was estimated as being involved in the vyes,
the balance in various other occupationally based tipea of mn 1
lending societies.)

Interest Rate Structure

A highly variegated and camplex interest rate structure persists
in Koroca as a result of a long-time ROK policy to manipulate prefer-
ential interest rates in accordance with developmental goals. Thus,
for exemple, although the Korean Housing Bank charges subsidized in-
terest rates of 6% and 1L¥ in its limited oxisting mortgage progranm,
it pays 22% on savings, and the rate for commercial bank loans is 2L%.

Cbviously Korea's persistent inflationary difficultios contribute
to these high rates. Consumer prices, since various anti-inflationary®

| ——

steps wore taken in the ndd-zab;vhnvo increased an avorage of 11¥ per

P e e,

year. Over the smae period the Korean Won has "floated" or been de-
valued an average of a little mors than 6% a year in relationship to

the ddL;ar,"mA
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ROK restraints also contributed. Prior to the interest rate

reforn 1n 1965, the gov.e_r@_wgt:yqpogﬂoglh ceiling on al}py;abi;;igﬁé;:gﬁ )
rates dlacouraged capital from the officlal market. Capital instead
sought the unofficial market.

This situwation has improved somewhat. Commercdal bank lending
rates, which moved to 30% at tho time of the interest rate reform,

have since that time drifted downward to 2L%.
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6.0 SURVEY OF THE PUBLIC SECTOR INSTITUTIONS

During the course of the survey three Korean national inatitutions were
reviewed: The Korean Housing Corporation (KHC), the City of Seoul, and
the Korean Housing Bank (KHB). These institutions are all involved in
the development, construction and financing of housing in Seoul and in
] the principal cities (KHC and KHB). "

P R
"6.1.1 Operations and programss:, o
The Korean Housing CorporagE;;’ZKHO) was organized 1962 as a

/

v

successor to the Korean Housing Administration (eat. 1941).. As
a government corporation capitalized at-$30 million in order to
contribute towards stabilization of the naticnal housing problem,
the KHC has the following functions:

a) Construction, sale & management of housing

b) Construction & management of community facilities and utilities
c) land development

d) Research for improvement of building materials.

KHB and its prodacessor agency have constructed %Eiff? dwelling
“units.

KHC operates three types of sales housing programs on its own
behalf in 11 cities: |

1) A lease-purchase program of single-family house for lower-

5’// income families. Homes in the 1970 program were 43 M2 in size
—

and sold for §3,600; on terms of two-thirds down, the remaining

one-third a loan fram the Korea Housing Bank to be prepaid at

8% over 15 years./ KHC administers. these loans itself and
retains title to the property until loan maturity. Collection
R ——



gfgerience has been good,
11) Mbdium-cost apartments for sale using the maximum Korea
Housing Bank loan ($2,300) to be repaid at 14% over 15
years. Units in one current project range in pri;;";}om
$3,140 to $10,800 are from 43 to 66 M in size. .
The required downpayments vary from 74% to 80% of the pur-
chase price, to be made in four installments.
111) Upper-income sales apartments, ranging in size from 86 to
198 M? and in price up to $35,000 to be purchased exclusively
in cash with no financing. The proportion of KHC activity
in this market is increasing beaauses (1) The jmarket
is strong, and (2) construction can be financed from
purchaser pre- payments.,
Other KHC programs include: 1) sales housing for other ROK
agencies; 2) construction and management of rental apartments
'//,»for foreigners (a highly profitable venture that AID/Korea
kae_rfggpmgnded be spun off in order to provide capital for
'Eigg}gf}ngome pgpgipg);land 3) aﬂggggvgg!glgphent program initiated

2
in 1967 that has prepared 2.5 million M for its own sites and for
sale to individuals and other developers,

= The following charts illustrates tho housing programs undere-
taken by KHC in 1970 and plar-.ed for 1971,



Table 9
KHC OONSTRUGTION ACTIVITY IN 1970
N Total
Project Areazof No. of Construction  average
Location Construction Family Units - 0%t Price
(Mi11ion)
Kal Bong B ¥ 1,006 $31.9 $ 6,300
Kai Bong 43-66 W 818 16,9 $21,200
upper cost
apartment for
sale
Several Sales housing 16-180 M2 864, 67,0 $ 7,200
for other public
agencies
Riverside Foreigners, rental ‘
Housing 86-125 M 957 83,2 $ 8,750
TOTAL 3,639 1/ 199.0

1/ Completed in 1970 = 2,424 units

Land Development

Area Cost

Million §
Kai Bong lst Site 87,800 M* 4,29
Kai Bong 2nd Site 97,000 M2 20,64
TOTAL 184,800 M4 24,93

GRAND TOTAL 223.93
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6.1,2 Potential projects to be developed by KHC,

'\,/K) Bampo area.

Table 10
KHC CONSTRUCTION aCTIVITY IN 197Q
' ’
.
Total
Project Type of Area of No. of Construction Average
Location Program Construction Family Units Cost Price
9 Million § TN e
Kai Bong Low cost 43 M 500 21.4 , 9 7,500
housing for "
leuse-purchuse
.Han River Middle and 59-66 M? 1,248 88.5 $20,000
Arep and upper cost
Ban Po apartments for
Sale
Several Sales housing 16-56 M2 1,442 102.6 $ 8,000
for other public
agencies
Nam San Foreigners, rental 56-122 M? 475 66.2 $12,000
housing
TOTAL 3,665 274,70
Tuble 1l
KHC LaND DEVELOPMENT aCTIVITY IN 1971
Project Cost of
Location Area Progrum
Million §
Kai Bong lst Site Land development 1,056,000 M2 13.3
Kai Bong 2nd Site Land development 1,650,000 Mz 32.2
TOTaL 2,706,000 M2 45,50

KHC has begun oxtensive fill of the Bampo area located on the banks of
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the Han River in the south of Seoul. The site is served by muajor
transit arteries und connected to the metropolitan transit system.

KE? pluns to start construction of apartment housing by early 1972, upon
completion of the land reclamation and fill project. The followimg is

a description of the land and the project:

a) Land Ownership: KHC is the owner of 53,000 M2 of land in the area.

b) Land value: Approximately $17.60 per M2
//

¢) Physical characteristics: The site is about 20 minutes from

downtown Seoul. Land is being filled by the KHC to a level 2 mts.,
above the maximum recorded flood level (1925), the material used for
fill is sand und gravel from the river bed.

d) Land planning and zoning reyuirements: The master development plan

for the project is now being submitted by KHC to the Central City
Planning Board of the Municipal Government for approval. It features
major peripheral streets, shopping areas, schools, playgrounds, parks

and community buildings.\\Eﬁfﬂifflgjiing—;o\gpdesign the apartments to

accomodate .ne limitations in selling price as set out by the
\ — e e e s e rin e oA ¢ o et e Y

“IG/AID--IQEEETL.————~

8) Apartment design: Reinforced concrete structure, ribbed slab

flooring, brick and cement block partitiona, pile footings, use of
prefabricated elements (slab panels, sills, frames), central hot
water heating, finished floors and walls, wood windows and doors, -
The Engireering Department of KHC 1s in charge of the design.

£) Utilities: Water supplied by the city of Scoul water department.
Sanitary system to be built by KHC; 1nc1udc§ the construction of a

sewuge treatment plunt, Electricity to be supplied by the Korea
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Electric Company; adjacent to the property the Company has a 22,000
volt line which could be used to serve the project. The city is
responsible for maintenance and provision of the water, garbage and
sewer services, The Korean Electric Company maintains the electric
service to the project.

g) Facilities: The Municipality will provide for the construction of
a school in land donated by KHC. The cost of the school will not be
charged to the project. Playgrounds and parks chall be provided ac-
cording to the Public Housing Law., Commercial space (land) will be
sold to private developers for construction of °9§Tfffial facilities.
There are no plans at the present time for constructiagh;f fhéuéom-
munity facilities., KHC plans to build a sg&ggigg pool for the project
and will reserve space for future construction (by developers) of
other community facilities. Refer to Appendix 4 for cost of
utilities.

~B) Development plans

C is interested in finding long term financing for construction of

the lover cost apartments and indicated it would accomodate its

R

programs to HIG terms. The construction of the apartments would be
done by private builders through public bidding on a competitive
basis. KHG would require the customary performance and stability
/;snda (10% of cost of construction for each item for 1 year). As
of the date of the interview (June 14, 1971) KHC had received ap-
rlications for approximately 300 apartments of the $20,000 price

for its Bampo project.
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6.1.3 Reference material:

Organizational Chert, Korea Housing Corporation - Appendix No. 1
Status Book, Korean Housing Corporation

Reference No, 13

Guide to Riverside Village, Korean Housing Corporation
Reference yo, 13

Information of Bampo projact; Refer:ence No. 13

Interview notes. Reference No. 13
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6.2 Municifal Pr zrams f}>‘é&)««,,$2’ V/)

el
The City of Seoul has undertaken a considerable program
of housing in Seoul, which is being carried out by the Depart-
ment of Construction, acting through private contractors.
“'This program was initially directed towards low income groups
but moved later on  towards wdn- subsidized higher income
groups, because of lack of funds.

6.2.1.1 low income housing proglie.

City of Seoul started comstruction in 1968 in Seoul of
s~
subsidized apartment projects called Qitizens Apartments Egr sale
//
to squatters and former slum dwellers. Financ ig comes from

oity funds, although in the first year there was ROK financia.

participation.
Table 12
Xear No. of Units
1968 1,200
1969 1,500
1970 420
197 1,110 (Programmed, cut back from
(/// original 3,000)
1972 3,600 (1.e., 20% over previous year's

Construction of this program dropped off in 1970 because
£ construction dofects discovered in units built in 1969, including
ollapso of one building killing 60 rooidents. As a result of
Efia tho mayor of Seoul rosigned. The City's current fiscal pro-

lems make construction of even its reduced program for 1971
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doubtful. '

During 1968-70 the oity constructed two-room shell apartment
units 36 “2 in area of construction. The units had one water tap,
and each 10 units on a floor shared a common sanitary facility.
Cost of these basic units wa.QL,OOO.

Before these units could be occupied, however, t‘he cost of
the interior finish and a pro-rata share of the common WC had to
be paid in advance by the purchaser, as a down payment. Three
alternatives were offered, ranging in cost from $400 to $840.

The city contributed 0510 as a construction subsidy, the balance
of 700 was advanced to the purchaser as a loan, repayable in 15

years at 8%.

——

Table 13
Prices Basic construction 330,000 won $1,000
Interior, WC (ave.) 230,000 700
560,000 $1,700
Payments  Downpayment:: (40%) 230,000 $700
City Subsidy (20%) 100,000 300
Loan from City (40%) 230,000 700
560,000 $1,700
Monthly Payments
Loan Repayment 2,000 won $6.15
Electricity 200-600 $0.61 to
$1.80
Water 200-400 $0.61 to
$1.20
Heat Winter 2,000 $6.15
Summer 800 ~ 1,000 $2.50 to $3.00

Total Gross Rontal:  3,200-$5,000 ($10-15)
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Problems involved in organizing purchaser options for apartment

completed units. The newer units cost more ($2,600,) requiring

/
ingeriors led the City in 1971 to build elightly larger (40 M°)
y
'\/

the following payment schedules

Down Payment (20%)

City Subsidy 257,000 800
Loan from City 440,000 1,300
Total Sales Price:
855,000 won 2,600
Monthly Payments
Loan/Repayment 4,000 won $12
Utilities 1,200 - $3.70 to $9.20
3,000 won

Total Gross Rents 5,200 = 7,000 won ($16 to $21.50)

Garbage removal, repairs to the buildings and other management
and maintenance expenses are paid by the city, which maintaina
a management staff on each project site. Collections pose difficulties,

e

and delinquencies run 20 - 30%., The city has a program for eviction

of non-payers to a squatter resettlement area, btut no eviction
action has becn undertaken.

According to tho managor of one 1,300 unit project visited
by the Toam, about one-third of the occupants are four to five

months in arrears, About half of tho occupants sublease one of
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their two rooms, charging either a monthly rental of $12-15 o

key money of $300. .—
;’/,/6}2Ju2 Bﬂdihaiﬁ&&gﬁéé;zummz
Iq,194;.thé/éity started a program for construction of
middle-income projects in 12-13 story elevator apartments. About
“2:;00 units were built the first year. 1,584 units are presently
under construction to be terminated in 1971,
/" The purpose of the program is to make available improved
housing for residents of the low-income projects. Financing is
// drawn exclusively from purchaser deposits, the units must be
fully prepayed before occupancy.
The units range in size from 50 M? - 132 M2. Construction
cost in 1970 was $75 per M?, making a sales price range of $3,700
to $10,000.

——n b ot

The 1971 program calls for construction of a better quality

unit at $130 per Mz, thersby increasing sales price range to
$6,550 - $14,500.
These unigp mus%'bé'pre-paid in from four to eight installments.
6.2.18) ﬂ%ﬁ?;gnhnaum_nnuummz
A pr;éram comparable to the one described above for city
employees and other special categories of office workers, is

also scheduled to be started in 1971, with 595 units. programmed.

e o e et

Construction, pricing and pre-payments are cssentially the same
as for tho midddls-incoms program. In this case thore will be a
capital subsidy by the city, Tho amount of the subsidy has not
been detormined yet.



6£,2,1.4 Land Reclamation Programs: L’///,///

The city also 1s cooperating with the Korea Housing

e o . 2

Corporation in the ultimate reclamation of 1,150,000 M~ for

Gohstruction of projects by KHC and for sale of individual
lots,

One such site (Kwang Joo) has been deslgnated as a
squatter resettlement area, Squatters are éiven 66 M2 lots,
which they are to improve prior to recelving title. A copy
of the Kwang Joo area development plan is included in
Reference 16,

Construction of 1,600 apartments has been started on
xoido Island. Long-range plans call for development of a

massive project on the South side of the Han River,

6.2,1.5 Squatter Area Rehabilitation

_Egsngity.gas recently announced a new phase in its
effort to solve the squatter housing program without great
displacement or capital investments beyond its means, Under
this program which was announced towards the end of the Team's
visit and which it did not have the opportunity to study in

———

depth, squatter areas will be-studled and.plotted,-basic

e

services will be installed_ (ire+—water—and-sewage-lines),.and
T T
then squatters will bg_g;;ggahed—lots—on—whioh‘they-will

improve their existing structures.,

<
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6.,2.2 Programs of Other Municipalities

Housing programs sponsored by other municipal governments

include:
Table 15
Municipal Housing Programs: Number of Housing Units
" Programmed
City 1970 1971 (planned)
Pusan 892 500
Taegu 578 480
Inchon 280 214
Kwangju 96 252
Taejun 208 224
Other cities 252" . 256
SUB~-TOTAL: 2,306 1,926
Seoul
Low Income 420 1,110
Middle Income 2,200 1,584
Civil Embloyees 596
’ 5,216

6.3 Korea Housing Bank/(th) C/”’//,
6.3, Financing/?fgg;;;s:

‘Established in 1967 as a government corporation to provide

financing for home construction and purchase, KHB represeuts

the major ROK contribution to housing production, The bank

-~

offers construction loans at 24% to both public and private

developers, Long-term loans to purchasers of Korea Housing
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Corporation or municipally sponsored housing is at 8% for

15 years; loans to individuals are for the same term at 14%,

Maximum loan in both cases is $2,150, and maximum house slze

. .2~- ’ °

is 66 M.

SR
As of the end of 1970 about half the public and two-thirds

of the private activity was in Seoul,
As the bank received funds from the central government
t 2%, but must pay 22% to attract savings, the volume of
lknding it céﬁ“;frer at the lower and therefore the subsidized
iﬁterest rates is limited by the annual capitalizatinn«by~RQK.

\\An analytic report on KHB is presented in/Appendix 21 and
Ratlatet A

resource material 1s provided in Reference No .



III, TECHNICAL REPORT

7.0 GENERAL DESCRIPTION OF THE REGION

7.1 Country background

7.1.1 Geography

7.1.2

7.1.3

7.10“

7.1.5

7'106

The Republic of Korea 1s located on the mountaineous
Korean Peninsula,labout 600 miles long and 135 miles wide,

projecting southeast from mainland China.

Climate

Summers are hot and humid, with temperature reaching
34° ¢, Winters are dry and very cold, temperatures of
-15° are not uncommon.
Seismic disturbances

There 1s no record of seismic activity 1n Korea.
Population

The area of ROK is 38,000 square miles, its population
more than 32 million. The overall population density of
8“3 persons per square mile 1is very high.
Population distribution

Population distribution, because of the mountalineous
areas, 18 very uneven, with extremely high densitlies con-
centrated along the western and southern coastal areas.
Size of major citles

Seoul, located in the west-central portion of the pen-

insula, less than 30 miles from the demilitarized zone,

is the country's capital and largest and fastest growing
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“oity, with a_population estimated la-39%6-ef5w5-niliton.

l Two other cities have more than 1 million population -
FEEEEEf the port city at the southeastern tip of the pen-
insula, with 1,880,000; and Taegu, about 55 miles north
b hnt.

of Pusan in the heart of the country's most extenslve
farming area, with 1,083,000,

In addition to residents of the three major centers,
an additional 5.2 million Koreans live in cities of 50,000
population or more. Thus 13.6 million, or more than U0%
of the population, are city dwellers. |

Population growth in these cities and in the towns

averaged 4.5% per year during the 1960's and urbanization

is expected to convinue.

TABLE 17
POPULATION OF MAJOR CITIES

//Citx Population 1971
Seoul _ .. 5,500,000
Pusan 1,880,000
Taegu 1,083,000

nchon 590,000
Kwangju 471,000
Taejon 373,000
Junju 248,000
Masan 188,000
Soowon 165,000
Chongju 134,000
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7.2 Major Industries

TABLE 18

LIST CF MAJOR INDUSTRIES AND EMPLOYMENT

Industry Number of Workers
Agriculture 5,389,000
Services 1,396,000
Manufacturing 1,204,000
Commerce 1,204,000
Construction 381,000
Transportation 283,000
Fishing 177,000
Mining & Quarrying 101,000
Public Utilities 30,000
Total 10,165,000

Manufacturing has been one of the fastest growing sectors

in the Korean economy, its output growth 1in real terms during
1 1965-68 being 25% per year, twice as fast as the growth of GNP,
according to a study by an international organization.

Production of consumer goods represented the largest com-
ponent in 1968 - 58% - followed by capital goods - 21.5% -
and intermediate goods - 18.4%.

Small and medium-sized enterprises were responsible for U40%
of total production in 1968, although there is a marked ten-
dency towards 1ncrq@sing size of industrial units.

Industrial production is concentrated in the Seoul and Pusan
centers.

7.3. The City of Seoul

7.3.1 Geography
The City of Seoul is located in the Northwestern

section of the Republic of Korea, North Latitude 37°-32'
to 37°-41' East Longitude 126°-45' to 127°-11'. The
olty stretches on both sides of a valley formed by the

River Han, surrounded by rocky hills.
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7.3.2 Climate
The climate of Seoul varies between a minimum tem-
perature of -15° C and maximum of 34° C. The median
annual precipitation is 1,200 mm.
7+3.3 Population

’

TABLE 1 V//
POPULATION GROWTH OF SEOQOUL

Year Area (Km?) Population (000)
1913 36.18 317
1936 133.94 727
1944 136.00 947
1949 268. 35 1,418
1960 268.35 2,445
1963 613.04 3,254
1965 513.04 3,470
1970 5,509
1976 6,700

7.3.4 Population Distribution

Distribution Plan

According to data from the Bureau of City Planning of
the Seoul Metropolitan Government, the population dis-
tribution of the Seoul Metropolitan area is concentrated

as shown in the density map on page 56.
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TABLE 20
Perinheral Population Distribution

Residential __ 1968 ___Plan (1991)
Areg Population Density Population Density
Circle (km®<) (000)  Person/ha (000) Person/ha Remarks
Total: 451,40 4,806 109 7,610 170
5 km circle 52.05 2,006 385 1,345 280 Down-
(in radius) town
10 km ocircle 145.15 2,225 154 3,628 250 ‘Zone of
Transition
15 km circle 189.56 539 28 2,369 125 Subuirban
20 km circle 64.7 36 5 258 40 Green Area

7.3.5 Planned City Development

Concentration of future population in Secul beyond the 10 km,
circle has been planned by the Seoul Bureau of City Planning as

follows:
_ Dlstrict Population
Bunpyung 300,000 persons
Mia 300,000
Chungryangri 400,000 "
Chunho Loo,000 "
Youngdong 600,000 "
Youngdungpo' 800,000
Kimpo 250,000
7.3.,6 land Use Plan
Zoning
%E%?%bntial 20:87 X
Commorcial 15,33 Kmg
Quasi-industrial 66.29 Kn?

Oreen 27449 Km@
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7.3.7 land Developmcnt Plan
502,88 Km? out of total metropolitan area of 720,87 Km? are

planned for development in 1991, 130 Km2 have been developed as of

1970,
7.4 Reference Miterial
Outline of Seoul City Planj Reference No. 1l

Map of Seoul Reference No., Ui
Master Flan for Yoldo and Han River Side Referencerv No. 15
City of Seoul Projects -Reference No. 16
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8.0 METHODS OF CONSTRUCTION, MATERIALS, LABOR

8.1 Typical construction methods

.2

Traditional methods are widely used throughout Korea in the construc-
tion of housing units and apartment bulldings, Extensive use is made
of cement components such as concrete blocks, asbestos cement roofing,
and reinforced concrete structural systems., No evidence was found of
use of sophisticated construction systems, such as 1ift slab, tilt-up
or similars, Wood is used to a minor scale because of the lack of pro-
duction of lumber in Korea. Most wood is imported from Malaysia and Indo-
nesia. Asphalt tile is commonly used as floor finish; wall paper and paint
are ropular wall finishes. See attached Typical Wall Section on page 61
Central air conditioning is commonly used in the newer high rise
office buildings and hotels, Apartment buildings have no Air condl-
tioning with exception of high cost ($35,000%p) projects, such as the

'apartments being built by Dillingham in Scoul. Individual room units

are purchased by the homeowner, their use is increasing in popularity,
Heating is provided by the use of radiant and radiator hot water sys=
tems in upper income housing construction, The traditional system used
for heating in 2ow cnst housing is the ONDOL method.

Basically Ondol heating makss use of hot air circulation through-
clay pipe semi-circular ducts located below the floor. The heating
element 1s the ld.tchen stove., Coal briquettes are used as fuel, This
system is cheap and offective., It has been used in Korea for many cen=-

turies, .Sce attached sketch, on page 62.

Preo-fabrication

Tho profabrication industry is slowly starting to develop in Korea,
So far thore is not a line of profabrication which may provide for tha
entire compononto of a housing unit, Moot profabricated wsoctions are



made of concrete, These include window sills, stalr sections, wall
panels and prestressed joists and beams, There is not a market large
enough which could justify the development of an extensive prefabri-
cation industry.

8.3 Materials and labor

Most building materials are produced locally. The exceptions are
vertical transportation equipment, large electrical equipment and wood,
The quality of the local building pfoducts is good, However, several
builders complained of defects found in pipe fittings, bathroom fix-
tures and hardware,
Skilled and semi-skilled labor is available in Korea., Availability
of acdequate labor force should pose no problem for the implementation of
a housing program of the magnitude proposed in this report. The
builders were unanimous in pointing out tne eagerness, willingness and
achievement of the Korean laborers in learning new methods and trades.
Please refor to-Appendix Mo, ©6 for average wages and to Appendix
Noo 2 for price of materlals,
8.4 _Research
\;//j ‘§\{" The Korean Housing Corporation has a section of its Technical Divi-
v sion dedicated to the research and testing of new materials and methods
of housing construction,

8.5 Bquipment,
There is light and heavy construction equipment in Korea avallable

for house and apartment construction, Local developers and builders
make extensive use of carth moving equipment, compactors, heavy duty

transports, cranos, mixors, metal scaffolding, otc.
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9.0 HOUSE AND URBANIZATION DESIGN

The size of houses within reach of the different income groups may be

summarized as follows: | ( (/M
Program House Area C
Slum erradication programs 20-40 M2 oy
Low income groups Lo-50 M2 / ;\.
~Medium income groups 60-70 M2 "} Lo
High income groups Over 120 M 2 ‘ f
Refor to attached floor plans,on page 64 and 65. P

The average lot size varies from 2 1/2 to 3 1/2 times the area of

construction,

All plans and calculations must be made by registered professional ar=

chitects and engineers according to governmemt regulations,
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- 10,0 WATER, SEWAGE DISPOSAL, ELECTRIC POWER

IOQL Water
The Water Department of the City of Seoul is in charge of the construc-

tion, supply and maintenance of water for the city. The city p.ans to
extend its program of construction of water systems to serve the com=
minities located beyond the 15 Km, circle in the next ten years,

TABLE 21
Water System Improvement Plan (City of Seoul)

Average Daily
Percentage Consumption per Daily Water

Year Population Servad Capita Served Supply

1970 5,509,000 87% 2L9 1it, 1,110,000 m3/n
1981 7,500,000 95% h2o n 3,340,000
1991 17,600,000 97% 540 o k,780,000

See attached m2p for location of main water planf.a and reservoirs in the

Seoul area, on page ..67.

10.2 Sewerage
The City is in charge of the construction, provision and mainten-

ance of the sewerage system for Seoul, Flans have been prepared for
completion of the sewer system to serve the commnities located within
the 15 Km, radius in the next twenty years, See attached map for lo-

cation of sewage treatment plants, on page 68.
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' TABLE 22
Construction of Sewerape Facilities and Improvement Programs (City of Seoul )

A, Collection Systen
Total Plan 5,000 Km Pipe and concrete box culvert

Yoear Coggletion

1970 1,L5L Km (27%)
1981 L,250 Km éesz)
1991 5,000 Km (100%)

B, Sewage Treatment Plan

Plan t 5 Plants

Existing : 1 PlaBt (Under construction)
Drainage area: 56 Km

Gapacity : 250,000

C. Mpghtsoil Disposal Plan

Plan ¢ L Places
Existing: 1 Place (Under construciion)
#Sungsan MNightsoil Disposal Plan
Disposal capacity: 60 Klit./D
(for 750,000 persons)

10,3 Flectricity

TABLE 23
Fleotrical Power and Consumption (Korea)

National Per Capita Installed

Consumption Consumption Supply Power Cap,
Year (000,000 KWH) (XKwH ) 000,000 KWH (000,000 KW)
1966 3,008 103 3,885 1,069
1976 23,000 6L6 217,278 5,035
1986 71,400 1,756 78,5L6 16,085

The supply of clectrical power presents no particular problem for a pro-
gram of the magnitude proposed in this report.

10.4 Reference Matorial

1, OQutline of Sooul City Plan

Buroau of City Planning
Seoul Mtropolitan Gov't, Reference tio, 12

2, Mstor Plan for Yoldo & lian
Rivors Sido, Sooul Korva )
Sooul Motropolitan gov'it, Referanerv No, 13



11,0 CONSTRUCTION COSTS

11.1 House and apartment construction

11.1.1 Case 1 (house)

Tong~Yang Construction and Engineering Co. provided information on
various aspects of the housing units which the company plans to
build in Shindo-Myon, The site is about 30 minutes by car from
downtown Seoul, The house planned is a typical example of current
construction in Seoul, as folléms:

a) Area of Construction 50 to 66 N

b) Arvea of 1ot 210 I

o) Design specifications: 2 bedrooms, multiple use living room,

ondol heating, kitchen, one bath, expandable house concept.

d) Construction specifitations: See Drawing, pages ll.l and- 42.

®) Selling Price:

1, Cost of land, streets, preparation of ground

£i11, electricity (house) m,hﬁo ($7.00/M2)
2., Cost of water and sewer systems 400
3. House construction 1,300 ($75/)2)
L, Indirect costs and overhead 900
Sub Total  $7,080
Se Profit 108 100

Selling Price '$7,780
7/ ’
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£) Special considerations:

The quoted amount of $7,780 was calcial&ted by Tong Yang

assuming that the items listed below are not included in

the selling price:

1, Paving of streets by Clty.

2, Construction of electric netj-street illumination to
be provided by Korea Electric Co.

3. Provision of water and sewer mains to site boundary t¢
be provided by City.

11.1.2 Case 2 (house)
Daiil Iumber Co., 1s currently building 200 houses in the Gae-

Bongz-Dong district about 35 minutes by car from downtown Seoul,
The Company plans to build about 2,000 houses in the project,
Three (3) basic designs are offered as follows:

: Area of land Cos Construction  Selling
Type  Area of lot Construction  at $13/} Cost , Price

A 290 8 89 1P 43,770 45,880 [ 8 9,650
($56/12)

B 310 }F 89 “2 $ls,030 $5,970 ! $0,000
- ($le)

0 300 o 82 ¥ $3,500 $6,200 ~ $10,100
($75/w2)

N e et

a) Design speciticationsz 2 and 3 bedrooms, living room,
kitchen, one bath, dining room, patio, terrace.

b) Construction spocifications: Cement block walls, tile roofs,
finished floors (Terazo, mosaic), finished walla fpnint) ply=
wood, wall papor ), wood windows and doors, hot water pipes
for hoating radiator in living room, finishod ceilings
(vall paper, oil paint),
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¢) Selling conditions: 12% upon selling of ,contract; 23% 45 days
after signing contract; 23% 90 days after signing contract; 52%
upon occupancy.
Refer to ReferenceNo. 1

Case 3 (apartments)

The City of Seoul is building 1,58l apartments in Yeoido Island., The
apartments are all sold and will be ready for occupancy in November
1971, Construction was bidded by local firms, Eleven contractors were
selected, Total timé of construction: one year.
a) Apartment area 50; 66; 100; and 160 M.
b) Apartment building: 12-13 stories; approximately 100 units in
each bullding,
o) Design specifications: Refer tokeference No. 16
d) Construction specifications: reinforced concrete structure, slab
floors, concrete block walls, finished floors (asphalt tile),
painted walls, finished celling, phone, TV antenna,
e) Facilities: schools, library, gym, groen areas, parks, play-
grounds, health centor, police, fire station, parking.
£) Selling price, including land, urbanization and construction:

Aroa of
Construction Total Cost Selling Conditions
Down Pymt., 6 Payments 1 last payment
Upon Signing Every 2 13 months after
of Contract Months signing contract
50 @ $ 6,500 $ 650 $ 650 \:m,950
66 w2 8,550 855 855 2,565
100 M2 12,900 1,290 1,290 3,870
125 )2 17,500 1,750 1,750 \s, 250

fofer toReference No, 16..



11.1.!4 Case )i (house and apartments)

According to data furnished by the mniatry of Construction, the cost
of various types of housing in the Seoul area ares

Data for Houses

Type of Area of Area of Cost of Land Cost of Tctal

Dwelling Lot Construction & Urbanization Construction Cost
low Cost ' ‘
House 1/ 80 12 40-50 ¥ 1?0 $2,80 $3,920
(sui (356/2 )
Medium
Cost House 1/ 165 W 66 )F $2,97 ,$h,2219
g Cost (8 ) ($%5/F) 7,260
08
House 330 R 200 1 415,18
($6/3°) (mo?/n?) $35,580

y Ondol heating, outside latrine, one water point
For apartment housing the Ministry of Construction provided the following
information (See RefergnceNo. 17):

Data for apartments

Type Area of Construction Total Cost

‘"Market" apartments 66 to 178 M° $8,600 to 825,000
Condominium apts, 29 to 82 M 84,300 to 41L,000
(1den) 110 to 148 917,000 to $21,500
(4dem) 180 to 210 M $26,700 to $39,000

31.1.5 Case 5 (houses and apartments)
' According to data furnished by the Korean Housing Corporation (KHC), the
average costs of dwelling units built by KHC in 1970 in several projects

arait
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Type of Dselling Area of Construction Total Cost per unit
Yow Cost Homes L3 ¥ $3,600

Medium Cost

Apartments 43 to 66 e $8,140 to $0,800
Higher Cost

Apartments 86 to 196 ¥ up to $35,000

11.2 Cost Analysis

11.2.1 M
The average cost of land in selected Seoul areas, including urbanization

and land improvement work (streets, water, sewerage, electricity) may be

calculated as follows:

Table 2l
Average cost of land (districts)
location Price per w2
Shindo Myon $ 7.00
Gae Bong Dong £3.00
Yeoido $15.00
Bampo $7.60

The average cost of land in relation to distence from downtown Seoul,
including the cost of urbanization work, may be calculated as follows:
Table 25

Average cost of land (distance from downtown )

plstance from
ggwntown Price per M2

5-10 kms $46.70 and up
10 iims and more $9.25 to $8,50
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“11.242 Housing sonstruction |
Average cost of construction for houses in Seoul may be caloulated as

followss
Table 26
Average cost of Construction in Seoul (houses)
Type of construction Area of Construction Cost per M
Low cost housing | LO to 65 $55 to $70
Medium cost housing | 65 to 90 ¥ $75 to $80
High cost housing over 90 M | over $95

11.2.3 Apartmont construction

The average cost of apartments in Saoul may be calculated as follows:

Table 27
Average cost of Construction in Seoul (apartments)
_Me of construction Area of Construction Cost per M2
low Cost apartments 37 to L5 M2 $45 to $58
“Medium cost apartments 50 to 100 e $75 to $80
High cost apartments over 130 )F $110 to $150

11.3 HReference Matorial:

1, Prico 1ist of construction materials. Appendix No, 2
2. Unit cost of selected construction items. Appandix No, 3
3. Average cost of utilities. Appendix No. 4
s Avorage cost of eoquipment rentals, Appendix No. 5
5. Averagoe construction labor wages, Appendix No. 6

6. Construction costs for Korea, HRefenance Mo. _18



19.0 INIERIM FINANCING -

-

Because of the peculiarities of the Korean hquafhg market, most
developers limit their interim financing as much as possible and

- e s B0 o e bV

’,JEEEEEI;;‘ﬁse of purchasers' deposits and pre-payments. However,

construction financing can be made availlable from the Korea Housing
Bank or from other cormercial banks at a face rate of 24% The real
co8t of short-term bank louns is usually significantly higher—-perhapa
(2927- because of various commissions and other charges. Banks also
have the tendency to set up short-term loans so that penalty interest
payments (an additional 50% of the given rate) fall due if the note
is not peid off significantly in advance of the due date. "//
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13.0
13.1 JApproval of Projects

The sectional office of the.Seml Metropolitan Government

is in charge of reviewing all construction plans and specifications
and of issuing the respective approvals and construotion permits.

The sectional office has 40 typical house plans for emall houses
(50 - 60 M) which sells for $1.50 to interested owners. The usual
apghiteots: fae fo:;ggaae;éa-$6l5.\

.:Therowner of the project or his representative (architect, builuc.,
developer) must furnish tﬁe following information to the city for
securing a building permits

1) Name of registered architect and resident engineer in charge
of design and inspection. (There are about 500 registered architects
in Seoul and about 900 registered builders in the Republic.)

2) Area of construction, ratio of building area to lot area.

3) Evidence of compliance with local zoning regulations,

4) land title.

5) Architectural and engineoring plans and calcuations for
oonstruction.and urbanization, '

6) Conatruction and urbanization specifications,

7) Estimates and sales plan,

The process of approving plans by the City.takes about 4 days.
City inepectors conduct poriodic checks of ongoing construction to
assure compliance with ocity regulations and provisions.

The hilding pormit foo for an averago house costing around $15,000
10 $37.00 The bullder has to placo a doposit (rofundable upon torm-

ination of tho crantruction) of $2.80 por M® of construction aroa.

There is no fee for connection of house to water and sewor mainrs.
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13.2 Zoning Regulations,
Refer to City of Seoul Plan, Reference No, . 12 for zoning

areas,

Interpretation of zones in map of city:

Zoning Ares Lolor
Parks and Playgrounds Blue
Housing, Residential Yellow
Light Industrial Lilac
-Office and Commercial Red

13,3 Butlaing Gogea,

The City of Seoul is preparing a building and construction code.
Other codes and regulations in effect in the country:

- City Planning law (Seoul)

= Construction Law (National)

= Fire Prevention law (National)

S —— C- .
- Public Housing law (National)™

‘/
3.1 Bonds.

The usual procedure is for the owner to require the builder to

post a guaranty bond for 10% of the cost of the construction against

construction defects for one year. The Assocliation of Architects

PT——

. and Engineers issue such bonding to its members.



1L.0 QUSTOMARY FACILITIES

1Y Schoola

The Municipalities are willing and, in effect, do provide for
the construction of public schools in land donated or sold by the
Sponsors. The cost of the construction of such facilities is not
charged to the pelling price of the houses.

1L.2 Parks and Plavgrounds

The Sponsors must provide areas for parks and playgrounds according
to the Public Housing law and regulatory Presidential Decree. The
cost of the facilities is charged to the project.

1h.3 Places of. worship.
It is not customary to provide land for churches.

1k.ls Shopping. Centors.

It 18 not customary to provide land for shopping centers. However,
in recent high rise apartment projects thore was noted a combination
of first floor stores facing the street with apartmente in the upper
floors,

14.5 Commnity contors.

Not customary,
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15,0 CUSTOMARY UTILITIES AND SERVICES
151 Utdlities:

Water, sewer, electricity, illumination of streets, telephone,
j‘ATV antennas (high rise)
1%.2 Services:
Garbage collection, maintenance of streets and public utilities,

post office, fire stations, palice protection, schools
15.3 Coat of utilities and servicea.

" Table 28

Aversge Cogt of Utilitles in Seoul
Ebx_n.Ihmilx_Qf_ﬁix_E:mhszg.Lixing E

Dar Mondh
£ Hon £ Mon
1. Water " 0,03 10 won per M3 0.92 300 won
2. Electric 0.025 8.25 won per Kw 12,40 4,000 won
3. Gas 0.12 40 von per M 4.60 1,500 won
L+ Telephone 0.005 4 won per call  4.60 .1,500 won
5, Garbage 0.61 . 200 won

6. Bus, within
10 Km $0.005 (15-25 won)

15.4 Public Transportation

Bus is the most acceptod means of public transportation in Seoul.
The squipment secmed to bo in fairl, good condition, although traffic
jams are common at peak hours. Tho buses are crowuod, and complaints
are froquont about sorvice to outlying areus. The City is construocting

a subway systom. Nc informaticn available for complotion of the
lines,
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}A/ AVAIIABILITY OF LAND
Iand is the most improtant single cost element in housing in

Seoul. It can represent one-third to one-half of the price of a

single-family home,
16.1 Qumership of Iand

Ownership of land in the outlying and as yet undeveloped sections
of the metropolitan Seoul area still appears to be for the most part .
in multiple ownership, primarily by farmers. However, a;)uth of the
Han River, in the main direction of city growth, there appears to have

" been considerable land assembly by a few large-scale speculators.
g 'As also was indicated, both the City of Seoul and KHC have sub-
stantial land reclamation programs undér way. The City has acquired
substantial land south of the Han River for future development.
16.¢ Custonary Mathods of Acquiring lend for Development

Discussions with developers of major tracts outside the City
of Seoul disclosed the following lands available for project develop-
ments:

~ 180 Acres about 5 miles from downtown, purchased in 1964 from
a speculator who had himself bought it at auction from Seoul City
four years previously. Price undisclosed.

= 46 Aores in same area purchased in 1964 from various members
of a single family.

- 86 Acres about 10 miles from downtown, purchased through agents
over three years from more than 100 indiwvidaals. Price rose during
this time from 40 cents to $2.80 per Mz.

In the above case the developer estimates urbanization will cost

" him $.,.67 per MZ; urbanised lots sell for $1/ per >, | ‘
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=470 Acres for a new town 46 miles from Seoul along the Seoul-
Pusan Expressway, purchased directly over two years from 350 owners.
Two-thirds of the land was not in use, the balance mostly in orchard.
Prices quadrupled during the negotiating peritod from 33 cents to
$1.40 per M,

16.3 Ehysical characteristics of the available land.

Available land within a six mile radius of the city's center
are either expensive hil];aide sites requiring extensive terracing
or public-sponsered reclamation projects.

The reclamation sites are filled with river bed gravel and san(
are level, and are ready for development., (Yoido and Bampo.,)

Outlying available suburban land, mostly in é.gricultural use,
consists of river bottom paddy fields or, somewhat farther out, slightly
rolling land. (Noonsm)

Geologically the Fan River valley widens in the area of Seoul, .
forming mounds or alluvial deposits. Other low hills or moungds are
formed of granit@, of granite gneiss and crystalline achist, or of
deteriorated aqueous rocks--the latter two groups of Pre-Cambrian

Origino
16.3.4 Source: Master Plan for Yoido and Han River Side

‘ ‘Reference No., 13.
y /////’
7

6«4 JTax Policy

Four taxes are levied on land by Korean governmental agenciles:

Py

(acquiaition tax and real estate tax by local governing bodies, a

registration tax and anti-speculation tax by the central government,
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16.4.1 Acquisition tax - 2% of the sales price of the property,
as evaluated by the taxing agency.
" 164d\2 Property tax - 0.2% of the assessed valuation of the
- land, 0.3% on buildings. Assessment at approximately 100% of value.
16.4.3 Baglstration tax ~ 1.5% of governmental estimated
sales price of peroperty (1% for farmland or for gifts, 0.5% in the
case of inherited land.) Cities, kgrea Housing Corp. and other public

agencies are exemppﬁfromﬂtﬁE’%;;.

16,444 fti-Speculation tax - effective January 1, 1968,

in order to control real estate speculation by taxing 50% of the seller's

profit on the sale of land or on that part of thg sales price of pro-

—t

perty attributable to the land.

emarmsnnn

The tax 1is applied within the administrative limits.of the countryts
8lx largest cities and along a corridor 4 km. on either side of the
Seoul~Pusan expressway.
In applying the tax the Ministry of Finance first estimates what
iis belief the sales price of the property should have been, for
the land and for the improvements.
(An appeal procedure is established in the event the actual sales

price 1s less than the government estimate.)
From this estimated sales price for land, the following deductions

are made:

~The government estimate of the price the seller paid for the land

hen he purchased it.
-actual expenses of land transfer.

~10% of the price paid for the land for every year the land has baen held,

i

\ Th;/ﬁot proceedes after this calculation are taxed 504,

—
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A number of sellers are exempt from the tax: public bodles, foreign

[ g T R

embassies, sellers of land needed for city planning purposes, sellers of

individual home sites where the lot does not exceed 10 times the area of
the improvement, agricultural land held by farmers for more than eight
years, land for education or for the transfer of new factories,

The ROK regards this tax as a major deterrant to land speculation,

Table 29 Index of Land Prices

ONe= .
Date Increase (%) Seoul Increase(%) Pusau wcrease (3) ¥ 2r§:§ed
Jan, 1966 100 100
43.8 25 22 100
Jan, 1967 42 143.8 - 125 122
[ ) 2 .1
Jan, 1968 20,2 133.8 3 150,1
506 ]-102 10.6
Jan, 1969 215, ' 150,1 166.2
847 2h.3 9.k
60,5 33.6 10,5
July 1970 ‘ 376.7 280,6 199.9

The above table indicates a sharp drop in the increase of land
prices after the tax was made effective in 1968; however thare may also
be other reasons, Government controls slowed down property transfers
palpably during 1968, and speculative activity was curtailed as a result
of lack of confidence following the North Korean commands raid on Seoul
and the Pueblo incident. The 66.5% increase in land prices in Seoul
during the first six months of 1970 is directly attributable by Ministry
of Finance sources to speculative activity in connection with the city's

—- land acquisition program south of the Han River.

revenues in 1970, appears nelther of sufficlient magnitude nor so set up

as to have a major impact on land prices.
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Board of Directors
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APPENDIX 2

June 8, 1971

Price List

The Korea Housing Corporation



Kowcack - [=527 1m0

Ttem Siee Undt . p_w,._?::? nce .;;.m,k
bteel bar ton 46,000~ T4rc-
Cement 1,2.638 . bag 300-
041 Paint exterior ) 557-

" interior " 450-
Color Paint exterior " 532~
" interior "o L97-
Rust Proof Paint " 502~
Lindedf 0il " 392~
Block 6" type each L

" 6" half type " 26~

" 6" type " 9=~

" én conor " 53

" L type " _ 35=

" 4" half type " 2=
Korean Pine e 195 464w
American Pine " 255 4,53
Lawan( philipine lumber) " 32,940~
Sand (fine) n 220~
Sand (coarse) oo [320-
Gravel " " 15300~

2" " 980~

Roofing paper 30 Kg 50. 4

Roofing felt 25 " 22,17

Roofing felt 25 " 46.3
( special made)

Asfalt " 20~
Water Preofing Liquid ‘ ‘l T2e



It Size

Metal lath 300

Coalking Compound
Clay Brick
Concrete Brick

Clay Tile

Mosalc tile

Celamic tile
Aafalt tile
Terracotta
Concrete pile 3mx 250mm
" LMY 250"
" 6" % 250"
" , 7" X250
" 7" X 300"
" 7" X350
" 7" X 400"
" 48" X 350"
: o 24001
"o 9" X350M
" 9" A L00"
" 10" X 300"
" 10" A350"
" 10" X 400"

L] 11n X 350"

Unit

Ml

each

n

M

n

each

"

Price

87.70
432~

311,10

4,50
7726~

4,20~

720-

731,80
870~
3,600~
5,400~
8,400~
9,900~
13,200~
16,500=
20,900~
18,500~
23, 100-
21,000-
25,300-
22,300=
25,900
31,000~
30,000~

Remark



It

_Concrete Pile

Clay pipe
Concrete pipe

Asfalt Paving
material

1, Steel pipe(W)

"

"

31%e

1% 400
111 X 4,50
121X 350"
12" X 400"
121X 4500
13" X 400"

13" X 450"

14" X 350"

14" X LOO"

140 X 450
D=2}, L-40Cm
D=2}, L-60Cm
D=60 L-100Cm
D=75 L=-100Cm

#78 Actiaas

100 ¢

g "
65
50 "
10 "
32 "
25
20 "

each

ton

37, 400~
140, 400~
3hy 400~

39,100~

44,600~
47,900=
50, 200~
83, 100-
53,800~
55,700~
520~
1,100~
1,720=
2,000

2,552~

Kemark

1,805 Wom/ permeter

758
581
1,458
326
283
231
158

"

"



&, Steel pipe(B) 100 ﬂ 754Won/ per meter

" 80 51,  w

" 65 393 "

" 50 306 "

" 40 221 "

" 320 192 "

" 25" 154 "

" 20 v 105 "

3.S1tice valVe 100 ,J 12,700Won/ per meter

" 80 " 7,500

" . 65" 5,060 "

" 50 v 2,730 "

" 4o 2,170

. 32 v 1,680 v

" w25 " 1,130 "

" 2 " 870 "

" B 680 "
Lavatory (565 X80x205) 12,000 Won/ set
Water closet ( 360%655x360) 23,000 Won/ Set

Ls Iron sheet (T=,5-12 MM) 75,000 Won/ Ton
5, Angle . 57,000 Won/ Ton

6. Steel Plate 58,000 Won/ Ton



7. Insulation pipe
6lass wodl

"

"

"

"
L

L

n

8, Conwector (0.6 MM x 32% x 108 MM x 132each )
(1.2NM 2 2R )

9. Flange 100ﬂ '
gon
b5n
50n

10, Boiler

Conduit pipe

"
"
L)

L

cover

15%25 M/M

20%25
' 25125
32¥%25
LO¥25
50x25
65225
80X25
100240

19
o
31"
39"
51

"

"

237 Won/M

27
310
346
383
436
508
581
1,270

4,300 WonAM
1,20 Won/each

300
240
200

63
7
98

"7

157

L

L

"

1,260,000 Won/ Ton

2, 1090 WOHA‘I



Wire

n
¥
"
"
L

IV Cable 2C

IV 1.2
1.6
2,0
7/1.0
/1.2
7/1.6
7/2.0
7/2.3
7/2.6
19/1.8
19/2.0
19/2.3
29/2.6
19/2.9
37/2.2
37/26

7/1.0
/1.2
/1.6
7/2.0
7/2.3
7/2.6
19/1.8
19/2,0

N
M

"
"

12
19
28
53
76
136
206
266
310
452
553
721
919
1,136
1,389
1,771

179
235
374
550
703
873
1,253
1,397



IV Cable 2C

"

19/2.3
19/2.6
19/2.9

'37/2.3

37/2.6

SW Box with cover

Con Box

Outlet

Templersw 1P

n

Concent (double )

"

each

1]

1,790
2,303
2,832
3,427

95
75
185
210
120
125
87
97



Carpenter 830

Maison 590
Concrete worker - 490
Steel worker 650
Painter 700
Plaster 660
Labor 430
Plumber 670
Sheet metal worker 560

‘fnsulation worker 700



Heavy Equipment rent

Concrete Mixer per hour 900 Won
Dozer " 4,300
Winch " g5
Deazel hammer | " 2,650 ¢
Crain (20 T) : " 3’2()0' "

Dump Truck (6 T) 1,450



APPENDIX 3

AVERAGE COST OF SELECTED CONSTRUCTION ITEMS
KOREA ~-SBBUL AREA

Item Material Labor Total
Unit Won $ Won $ Won $

Concrete Mix M3 4055 12,40 450 1.38 4,505  13.78
Steel Bars ton 46,770 143,30 4,585 14,00 51,355 157.30
Steel Rein- |
forced Conceete 4

(light) M 9,670 29.70 980 0.30 10,650  30.00
h.wall block M2 710 2,10 165 0.49 875 2,59
8" vall block W 875 2.70 180 0.55 1,055  3.25
Clay burned

brick wall " 2,180 6,50 290 0.90 2,470 7.40
Cement brick

wall " 990  3.00 290 0.90 1,280 3.90
Cement Mortar " 90  0.28 155 0,47 245 0.75
Mosaic Tile " 590 1.80 340 1.05 930 2.85
Ceramic Tile 935 2,90 | 320 1,00 1,255 3.90
011 Paint M2 120 0,39 60 0.18 180 0.57

SOURCE: KOREA HOUSING CORPORATION
y JUNE 1971

NOTE:/sl = 326.Won



Des

Description

1.
2,
3.
b,
L

Water
Electric
Gas
Teiephone

Garbage

APPENDIX 4

AVERAGE COST OF UTILITIES IN SEOUL
FOR A FAMILY OF SIX MEMBERS LIVING

£
0.03

0,025
0.12
0.0u5

Unit Price
Won

10 won per M3
8.25 won per Kw
40 won per M3

4 won per call

" IN A THREE BEDROOM HOUSE (50 - 70 M2)

Average Cost

Per Month
_s ¥em
0.92 300 wpn
12.40 4,000 won
4,60 1,500 won
4,60 1,500 won
0.61 200 won



AVERAGE OOST OF CONSTRUCTION -

EQUIPMENT RENTALS
KOREA, SHOUL AREA

BQUIBMENT RATE
Concrete Mixer per hour
Dozer (heavy) "
Winch "

Deazel hammer
Crane (20 T) "
Dump Truck (6 T) "

SOURCE: KOREAN HOUSING CORPORATION
JUNE 1971

900
4,300
85
2,650
3,200
1,450

APPENDIX 5

o

2.75
13.30
0.38
8.15
10.00
4.45



APPENDIX 6

AVERAGE CONSTRUCTION LABOR WAGES
KOREA, SEQUL AREA

TRADE _on/bay s foay
Carpenter 830 2.55
Maison 590 1.80
Concrete worker 490 1.50
Steel worker 650" 2.00
Painter 700 2.15
Plaster 660 2.00
Labor 430 1.30
Plurber 670 2.00
Sheet metal worker 560 1.70
Insulation worker 700 2.15

SOURCE: KOREAN HOUSING CORPORATION
JUNE, 1971



Appendix No. T

Other Documenta Consultad

"Inocome Distribution and Consumption Structure in Korea," December 1966.
The Institute of Soclal Science, Chung-Aug University. Research Project
USOM-EPB

- .970 Report on Wege Survey.
Monthly Economic Statistics, publ. Bank of Korea-
Monthly Statistics of Korea, publ. Economic Planning Board
- The Kye System in Korea's Unorganized Money Market: An Analysis and
- Polfcy Recommendations - undated, by James C. Saber, San Fran -cisco
State College, and Nam Yong Choi, Pacific Vegetable Oil Co.

Life in Urban Korea, issue of Transaction, vol. KLVI, 1971, publ. Royal
Asiatic Soclety, Korea Branch

“The Korea Housing Bank, Its Functions and Activities, annual reports for
1969, 1970, and 1971 : —_— T —

/ﬂo'x'"ea Housing Corporation, annual report 1970.

"Housing Problems in Urban Korea," by Chung-Hywn Ro, Director, Institute
of Urban Studies, Yonsei University, 1969

oo




APPENDIX NO, 8
LIST OF OFFICIALS AND INSTITUTIONS INTERVIEWED

1. United States Mission to Korea

Mr, Michael H. B, Adler, Dirsctor

Mr, Thomas F, Olmsted, Assistant Director, Economic Affairs
Mr. Marvin J. Winship, Trade and Investment

Mr, Rufus long, Banking Advisor

Mr. Louis A, Gattoni, 3esearch Advisor

2. ROK and Official Agencles

Ministry of Finance
Mr. Nam Duck Woo, Minister of Finance
Mr. Kim Dong I1, Assistant Chief, Second Finance Section
Mr. Choi, Director, Office of Direct Taxes
Mr. Lee, Deputy Director, Office of Direct Taxes

Ecoromic Planning Board
Mr. Kimm Joo Nam, Assistant Vice Minister

Ministry of Construction
Mr. Jung Kyun Ciang, Deputy Chief, Housing Division
Mr. Kahn

Minicipality of Seoul
Mr. Jong Wan Cnol, Vice Mayor II
Mr. Yu Pyong Hwa, Chief, Bureau of Construction
Mr, Ch Sang Mak, Bureau of Construction
Mr. Kim Chong-Kun, Department of City Planning
Mr. Lee Ul Siam, Bureau of Planning and Budget

Korea Housing Bank
Mr, Nam Kwun Paik, President
Mr. Park Si Hun, Vice President
Mr, Chae Hun Kim, Director
Mr, Ghimn Sirh Hiern, Fconomist

Korea Housinm Corporation.
Mr. Cnoi Noo Yong, Governor
Mr. Won Tae Les, Director
Mr, Lee Chul Pyo, Diroctor, Research Department
Mr, P11 Kyoon Kim, General Manager, Riverside Village
Mr, Sung Fup Lim, Architect

3. Private Sector, Korean Inatitutions

Chin Yang Department Mansion Co,
Mr, Chun Yorg Joon, Managing DMrector

Chosum Engineering Co.
M. Kim Jin Hyung, President



L.

Dae Lim Concrete Products
Jr. Bong Hi Lee, President

Daiil Iumber Co. Ltd.
Mr. KL Mok lee, Vice President, 2801-2807
Mr. Choe P, Sun, Manager
Mr. Chong Ko Yoon, Duty Assistant Manager, 24-24-3901-9, Ext, 339

Hyundai Construction Co. Ltd.
Mr, Chung, In Yung, President, Tel Switch 287221
Mc. Joon Shik Kim, Director, Tel 22-3963 1926, Switch 28-7221

Kum-Ah Industrial Co,

Mr. Tuck Ho Yoo, Vice President, 22-3L76
Sampoog Construction Co. '
Mr. Lee Jung Bae, Vice President, Tel. Off. 26-0188-1181-9
Mr. Kwhan Lee, Architect Chief, Tel., Off. 26-0187, Ext. 334
Mr. Kim Ok Keun, Executive Director, Tel 26-0187-1191-9

Seoul Unified Fr.:ireecring Dev. Corp.
Mr, Sah, Chun Hong, President, Tel 229082, 232569, 288362
Mr. Myung Hwan Lee, Superintendent

Tong Yang Group
Mr. Yang Koo Lee, Chairman of the Board
Mr. Jay J. Park, Office Manager, Tel. Off, L3-5011.6610
Park Sang “on, Assistant to Chairman

Private Sector - American and Joint Ventures

M1lingham Corporation
Mr. John R. Jenscn, Vice President-Property Development, 946-0771
Mr. Fgan lishimoto, Vice President, 9L6-0771
Mr. Yoon S. Cho, Manager of Seoul Office, 23-8636 °

Korea Capital Corporation
Mr. Paul (harles MoCann, President

Trans Asia Fngineering Associates Inc.,
Mr. Kyu lee, Vice President, Tel; Yongsan 3209, 3478, 6911, Seoul L2-3885
Mr. W. Gifford Cheesman, Assistant Secretary, 3209, .6911, Seoul L2-3885,

42-1595

Russell Assoclates
Mr. Chong C. Kang, President, 24-3801-6, Ext. 1211

WACO Engineers and Associatues
Mr. Goorsa . “urd, General Engineer CO Owner, L2-3860
Mr. Harold G, FKkins, " W, 1j2-3860



5.

Universities

Korea Institute of Science and Technology

Ml'o Hyung Mﬂn Kim’ Head,
Ssoul National University

City & Regional Planning Group, Tel 94-01L0-9

Mr, Hyung-Kul Kim, Professor, College of Englneering
Mr. Hram J. Walker, Fullbright teaching assistant, Urban and

Regional Planning

Sogang University
Mr. Luke Jinchang Im, Fh.

Yonsei University
Chung-Hynn Ro, Dean
Mr. Lee, architect

D., Associate Professor, Tel. 32-0141-9



APPENDIX 9

AID HOUSING SURVEY TEAM

Observations and Recommendations by Robert J. Murphy, Jr,

The Housing Survey Teara iuas, during the past three weeks,
made an cxtensive study n! the hou. . , >roblems in Korea. They
have reviewed the many government ane .o vate housing programs
that new eXiSt ind the riatier in which they are financed, It seems
obvieu$ taal .o st curren. nousing is created for the high income
gToup.at their own expense without financing., The second largest
~BIfoTt is'Tiade for the very low income group, which is very
/:ubstantially subsidized. The great vaccum in the creation and
financing of housing appears tc be for the, more or less, middle
income group. Government agencies such as the Korea Housing
Bank and Korca Housing Corporaticn do not appear to be creating
“or iinancing.ver, than 10% o) all housing starts. The 90% balanc
”ié'providcd by the private scecior srumarily {or the benefit of the
high income group, and cvenm the Covornment Programs tend to
run now idrgely Yo the rnigh income grour since this is more profil
ablgs and the C#Plhl 1§ piovided by the purchnser.'

Bneﬂ], 8¢ 3 result of cur study, we arc Gonfident that an AID
program 1 desirable anc workable in Korea, but .t should be

epiened toward financing housing for the rraddle and low middle
income group. T Housing Team report will be forthcoming for
review by AID Massion and AID Washington

Our major cenvsra ia such an AID Program - if approved - is to

be ggsured thatin: funds provided n{ainly from the private sector

in the U, S, such as savings and loans through AID and the Korean

goveram@nt wil: be made available competitively to both government

and private gector housing efforts on a best project, best cost basis. -
] e e T ST l

The second part of the housing team's assignment was ‘somewhat

more difficult. -in-essence, we were asked to make recommendations

as to how the flow of Korean capital for the financing of homes might
- be improved, so that more housing might become available to more



http:should.be
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Korecans on a long-term mortgage basis within the limitations of
their individual affordability and job stability,

Our first rcaction was that therc is no well-defined consistent
program for housing, nor any awareness on the part of the public
as to the advantages of saving, nor any real hope tha they can
avail themselves of a decent home on a straighi-forward simple
ecconomic basis.

Secondly, it is extremely difficult to distinguish in function the
five wholly owned sovernment commercial banks or the other
partially but substantially government-controlled commercial
bank, c¢xcept that government banks have becn assigned specific
funciionr such as; 1) to put their money in housing; 2) to finance
large industry; 3) to handle the exchange problems, and so on,
Actually, thesc banks are all strictly commercial banks., They
acrive their capital in almost exactly the same manner. They
deposit in one another as instructed in accordance with the

priori 'e§ of the Korecan Government,
- ) -

w‘\ﬁhat is needed 15 a new system distinctly separated from the
existing commercial banking system and designed for the specific

purpose of encouraging and increasing savings on the one hand

and to prov1de for the constructmn and financing of housing.
primarily on the other.
\ - - PP i MY \ .

I must strongly recommend that zinew banking system or system
of banks, undcr government supervision and regulation, be formed
in the Private Scctor as opposed to the Government Sector. They
should have a clear and distinct name such as "The Savers and
Home-Owners Bank" so that they stand out in the public eye as to
their nature and purpose. These banks should not be exactly
similar to the insurance savings and loan of the U, S., but they
should be stock corporations with the broadest powers to raise

capital through the issuance of stocks, bonds, debenture, but with
a major emphasis on savings capital,

SIS e
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Initially, this would require legistration allowing privatc

individuals or corporations to form and opecrate these private

savings and housing banks such as the '"Pusan Savings Bank"
or '"Scoul Home-owners Bank' ctc.

Sccondly, there should be a government agency whose sole
\%unction is to regulate and supervise these private banks in the
sUBII¢ intercst and to define the type of risk| type of loans they
may undertake.in housing or related ficlds; their accounting
procedures; rescerves surplus and net worth rcéquirements, ete,
This government agency should also be a banker's bank. It
should act as a credit window for the private savings banks
raising money in the capital market and making it available for
housing to the private banks, either for investment for new horr
or to stabilize the savings capital of the private banks in the
event that they should have an out-flow of savings, especially’
during periods of very tight money.

I am convinced that the average Korean, given the assurance of
a safc, securc and privatcly owned depository, with which they
can identify, could be motivated to save perhaps even at a
slightly lower rate than current market rates, particuarly if
therce is the promise of ultimatcly obtaining their own home
within their affordability over a period of years. In this connec-
tion, there should be another government agency which acts
«~ purcly and simply as an insurance corporation. This would not
be at government expense but at the expense of the private bank
whereby they would be required to pay an annual insurance
premium in relation to their savings capital, which would be
funded and make it possible for the government to assure every
savings dcpositor that his deposits were insured and therefore
secure regardless of the success or failure of an individual
private savings bank. I am further convinced that there are
rmany private individuals and corporations who would welcome
the opportunity to form a savings bank for the specific purpose
of dcveloping housing and could be extremely efficient at it, It
is our experience that the middle income group can save, wish
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to save, and will save particularly since they represent the
largest market for financed housing.

~As for the Housing Bank - it scems logical that the new system

" could be 1mp1cmcht‘E'crfl—1rough them and their existing 30 locations -
but I think it might be difficult for them to change radically and
quickly in their attitudes, habits, character and/or stripes.

- However, I recommend that the Housing Bank be adapted to the
new system, that their branches and ma_iri Of,fg?? t;anking opera-

* ~fions be offered for purchase to the Lpublic.‘”‘s'cctc‘i/r ‘and that
government reclinquish their position, The high administrative
personncl of the Korea Housing Bank might then become designa-
ted government agency to supervise, regulate, and provide credit
for the "Savers and Home-owners'' private banks,

It is our conclusion that this type of system which encourages
savings and facilitatcs homcownership, particularly for the middle
income group, has worked extremely well for very many ycars in
many countries stretching from Europe to Australia. Finally, we
consider the environment very favorable for the introduction of
such a system in Korea,

)

Robert J. Murphy, Jr,
June 10, 1971



APPENDI¥-No, 10

INSTITUTION INTERVIEWED: Sogang University, Seoul, Korea

REPRESENTATIVE: Luke Jinchang Im, Associate Professor
of Economics

DATE OF INTERVIEW: June 7, 1971

BY: Carlos Ayerbe, FCH

Mr. Jimchang spoke on the housing coo e movement in Korea

and pointed out that:

1.

2.

There is not at the moment a legal structure for the oper-
ation of housing cooperatives in the country. The Ministry
of Construction is in the process of submitting a Housing
Cooperative Bill to the cabinet meeting and subsequently
to the Parliament. The bill provides for the establishment
of housing co-op regulations in Korea. This bill has the
backing of the government but has been resisted by the
Korean Housing Bank and the Korean Housing Corporation.
Professor Jinchang estimates that the bill has a 50-50
chance of passing through the Parliament. It will prob-
ably take all of the remainder of this year for the
ensuing legal steps leading to the final approval of the
bill.

Some of the features of the bill:

a) Provides for individual title and single mortgage type
of home ownership.

b) Gives legal entity (personeria juridica) to housing
coops.

c) Membership for those without housing only.

d) Establishes five people as a minimum number of members
to constitute a housing coop.

e) No property tax levied on members for 3 to 5 years. '
£) No acquisition tax for members for 3 to 5 years.
g) No sales land tax to sellers of land to coops.

h) Gives priority to the coops for the purchase of
government=~-owned land.



3.

1) Gives coops priority for securing loans from the Korean

Housing Bank at 20-year terms for land acquisition.

J) Gives priority to coops for the purchase of construction
materials from the Korean Housing Corporation at below-
market prices.

Valorization of Real Estate

Mr. Jinchang pointed out that real estate increases in
value about 30% annually on the average. This is an
approximate figure and is related to medium-cost housing
located in acceptable neighborhoods. The rate of inflation
is about 20% per year, although the government figures
indicate a lower rate (about 10% per year).

Property Taxes

The city government has a property tax and urban improvement
tax which is levied on housing. The appraisal office (tax
assessor) of the city reviews the value of real estate once
a year., Tax is based on such appraisal.
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~ REPORT ON KOREA HOUSING BANK

-

1.0 General Observations

The Korea Housing Bank (KHB) has been established and eggsgtggwlike.a_cgmmqrg{al

bank with a special interest in housing. It is similar in structure and, we believe,

st *

outlook to the other special;interest government~-controlled commercial banks.
The team's general observations were that the Bank was adequately organized and
had the technical know-how to make and service loans, but that what was needed in
[t e

Korea was a new housing finance system, not just a better organized commercial bank.

ot #=3: =T » PATVP LA WA NRI AT ALY
v

Pt

Speéf?ic comments on KHB operations, therefore,are designed to encourage opera-

tions and an outlook compatible with the overall recommendations for the proposed

new system,
e

\/)Ai The McMurray-Schwulst Recommendations

In 1967 Consultan®sJoseph P. McMurray and Earl B.VSchwulst made a basic
analysis of the desired KHB operations and program, and McMurray returned for a
follow-up report in 1968.

Their recommendations may generally be considered to fall into three categories:

a) Recommendations to AID

b) Recommendations to ROK

¢) Recommendations to KHB

In general it may be said thgt recommendations to ROK and KHB have been more
generally implemented than those to AID. ,v,/}f.v

KHB staff 1s aware of these basic AID/policy recommendations.aﬂg.préﬁé;ed two ™
reports on their implementation prior to arrival of the Team; (éopy attached,)

A review of these recommendations and of the Bank's commentg.in‘the‘light of the
Team's investipgations leads one to the general comment that KHB has been ijiﬁh‘

ful in implementing these recommendations where it was in its interest as‘a



commencial bank to do so.

' The Bank has bee?’Eggg_gggnesséui-*n-eafry4ag—euc-thase.rﬁl§£i!f}?

“modest recommendations relatiEE_Eg_EEE.QLLIac&ion-uf‘tHE‘kinds~QN_funds -
C——
government subsidies excepted- suitable for relending as long-term mortgages.
_‘—_’___,‘_--",-" T . oo N ,‘.’

1,2 General Accounting

In the context of its regular operations we feel there are a number of
accounting changes which, if made, would enable KHB-- and potential participants
o e - "
from the private sector whose involvement the Team recommends should be en-

couraged-- more properly to analyze its own situation,

For example, the Bank does not appear clearly to distinguish in its own
thinking as well as in its own accqunting between short and -iong term loans.
(It lumps together housing construction and rehabilitation as one program,
thereby including construction loans to public sponsors, the mortgages these
loans become, and its miniscule two-year renovation loan program.)

Similarly, KHB does not appear to dl{fsﬁgntiate between the cost of o-

¢ e e T—

perations and the cost _of capital, Ws feel it might be helpful if KHB drew its
W. AN et AT v s e

balance sheet in such a fashion as to identify net operating income prior to

deduction of interest costs paid to savings or creditors.

We further suggest that KHB develop more meaningful analyses of operating ex-

S € e e e g

pense ratios, which also would be extremely useful in the development of private
S AORI S g = | Aty
participation in home financing as recommended by the Team,
KHB carries income from the ROK subsidy, from sale of assets and from the
lottery program designed to finance one of its subsidized loan program as non-

operating items. It would seem that at the very least the last of these is

more an operational item,
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Reserves, while apparently acceptable in light of the Korean Commercial
h——-—q—.,

Banking Code, are substantially lower than good practices would indicate e

for a housing finance institution. These totaled $403,000 in 1970, as against

$43.5 million in time deposits; and $91.7 million in loans (of which $75.5
million were long-term mortgdge loans.)

1.3 Source of Long-Term Funds

KHB's future program for promoting funds for the construction of housing

for low and moderate income groups depends on the availability of long-term

credit, Unfortunately, the %Egk appears to be relying increasingly on subsidized
ROK loans. |

At the present there are four major sources of long-term funding for KHB home
mortgage programs:

a) Government subsidy

b) Lottery

¢) Savings

d) Loan amortization

1.3.1 Subsidy
The Government subsidy is balanced off by the publicly sponsored housing

programs. Although KHB anticipates.gggzggggqmygggggipgs_frqqﬁpQK in 1971, borrowings

during the next Five Year Plan(1972-76 ang_g;ggrammed—at‘a_mggh~zgggsgg_£3te_ -

To compensate, KHB's main attention has been directed towards USAID, either the

HG program or what it euphemistically has termed long-term "borrowing from foreign

investors" of $10 million a year for the next five years at market interest rates

e —————r e

dmhﬂfiffive-yeat grace period. ————

R e . P -—‘—-"""W"/ ;\
It is the Team's feeling that the HG program should be carried without subsidy.
\---—‘. ..:‘.’7-\';__.- L

As a matter of policy any subsidy involved in housing should be limited to much

]lower income groups than those currently benefiting from KHB loans.
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1.3.2 Lottery

One cannot suggest lotteries as a major source of funding., As a matter of
policy, the lottery program would probably be much more useful if conducted in
conjunction with savings promotion campaigns, as suggested in the McMurray-
Schwulst recommendations.

Use of the lottery and isolation of its proceeds in a special limited-

1 3 3 Sapings
KHB|ha8 programmed a 10X increase in housing installment savings in 1971

over that programmed in 1970; and has programmed a.further t;;eeggele‘to six-fold

increase during the period of the Third Five Year Plan(1972-76). In point of fact

housing installment deposits in 1970 were only two-thirds of the amount programmed,

and the outstanding balance had actually decreased during the first four months of

1971, according to deta presented the Team,

The effective interest rate of this program is 12 3/8% and participation appears

limited to the minimum necessary to be eligible for a mortgage. It would appear

that at the very least a more attractive interest rate will be necessary in _connection

0 YL wra-m e e gmes e e W

R U . - P
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with any more generalized and flexible savings program.

[EEST S catiah el SR VO 2T

Another aspect involves advertising and promotion. KHB's expenditures in this

P Gandadaial®

area'represent a much smaller percentage of total operating revenue than is accepted
practice in the U.S., whereas in view of Korean conditions a higher percentage

would be indicated. But in addition to spending more, KHB must develop a much more
energetic and imaginative campaign; and this should be supported by ROK sanction,

e
encouragement, and clear and repeated statements of ROK policiee'and goals.
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1.3.4 Loan Amortization

One of the follow-up McMurray recommendations, made in 1968, was that KHB
cut back its_Esrgﬁfrom 15 to 10 or 12 years. The Bank, instead, found it
necessary to increase the term to 20 years,

There is no. question but that increasing the term reduces monthly payments
substantially, and the Team initiated its study with a bias in favor of long-term,
high ratio loans in order to extend home' ownership possibilities to the maaimum
number of families. However, under the present circumstances the Bank's program

——— o

.does not reach the lower-income families among the regularly employed, and this

_,4“' -

approach does not seem feasible. Given the peculiarities of the Korean capital

market it may well be necessary for KHB seriously to analyze the potentials of a
e T L Ny .
\//grogram offering loans at higher interest rates and for shorter terms,

wmmv e ., 8 Ay i s o e - e A
First step might well be an analysis of its existing mortgages to determine

just what level of monthly payments mortgagers can carry at 25% of their current
income,
Given the high rate of turnover in the real estate market and of assumption

of KHB mortgages, it should be possible for the Bank to renegotiate the majority

-

of its current portfolio within the next 3-5 years. If the term of these mortgages
7 -

18’ reduced while still keeping monthly payments within 25% of income it should

ée possible substantially to increase the resources available. for relending as a

result of this more rapid amortization.

2,0 Purpose and Basic Organization

i 2,1 Purpose
cp The Korea Housing Bank (KHB) was organized in 1967 with the assistance of
n —— —

AID to promote funds for the construction of housing for low and moderate income

I

s e o=

( groups and to insure the efficient supply and management of funds for housing

[ . e e T e e
construction, —




2.2 Organization
2.2,1 Government Participation

KHB is a public corporation under the supervision of the Minister of Finance.

By statute ROK must subscribe more than half its total capital; the balance is
to be sought in the private sector. At the time of the Team's visit ROK-subscribed
capital totaled $15.1 million, provided interest-free. A total of $4 million in
the form of two-year bonds bearing interest rates of from 21.8-24% had beén subscribed
by the so-called private sector (Korea National Bank, five commercial banks, and |
. 17 1ife insurance companies)--the majority by the other government controlled banks.
ROK also guarantees full redemption and interest payments for housing de-
bentures issued by KHB and subsidizes KHB's long-term mortgage program,
2.2,2 Staffing
KHB's chief executive officer - or Governor - is appointed by the Minister
of Finance with the concurrence of the Minister of Construction. The Governor
is chairman of the Board of Directors, which includes six other government
appointees and three private stockholder representatives.
Under the Governor is a Vice-Governor and four Directors. These have

general supervision over the Bank's 11 departments:

Savings Promotion
Loan ianagement
Securities

Banking

Technlcal Services
Secretariat
Personnel

Business

General Services
Audit

Planning and Research

Attachod is the Bank's Organization Chart.,
I n 1970 KHB employed 330 persons in its head office and
791 in 29 branches and sub-branchos,



2.2.3 Branches
In addition to its Heud Office in Seoul, KHB operates 2l

branches and 5 sub-branches, In Seoul are 1l branches and all five sub-
branches, There are three branches in Pusan (the country's second largest
city), two in Taegu (third largest city), and eight others in various
centers with populations of more than 100,000, Seven of the country's nire
provinces, thus, have at least one branch, Branches were to be opened for
the remaining two provinces, but this could not be carried out as planned
in 1970,

- Branches have authority to accept deposits and make loans,
Their loan quota 1s established monthly by the central office, based on the

avallabllity of resairces and KHB overall policy,

Mstribution of KHB Housing Loan Portfolio as of 12/31/70

Mumber
Province or City of Branches Total Loan Portfolio
Seoul 11 branches $53, 990, 000
S sub-branches
Pusan 3 8,987,000
Kyongsi 2 L, 007,000
Kangwon 1 1,593,000
North Chungchong - 373,000
South Chungchong 1 2,917,000
North Cholla 1l 1,620,000
South Cholla 1 3,293,000
North Kyongsang 1l 2,493,000
South Kyongsang 2 2,067,000
Cheju - 200,000



2.2, Orowth
XHB assets at the end of 1967 totalled $25.5 million. Growth
sinca that time is indicated by the following (dollars based on the

exchange rate at the end of that year): /Q
¢

orowrs oF kB (VP

1968 1963 1970
Total Assets $5h,987,ooo' $87,430,000 £17,288,240
Total Loans 845,671,000 $72,599,000 $ 91,735,000
Long-Term Housing Loans$39,120,000  $61,282,000 $ 75,515,000
Total Deposits $1,802,000 $36, 770,000 $ 57,620,000
/ﬁ__,-

3.0 Source s of Funds

A receives lendable funds from deposits, from the sale of housing

t‘)_gl\ds , from goverrnment loans from the sale of its own stock, and from

a lottery. It accepts both demand and time deposits. In the latter
category are W@mrparticipation in which is required /

of all mortgagors.
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KHB Sources of Funds (000)
1968 1969 1970
Demand Deposits $ 5,276 $ 12,23L $ 14,166
Time Deposits 3,132 18,360 36,352
ousiné Installment Savings _ 3,39L 6,176 __ 1,102
Sub-total Deposits $ 11,802 $ 36,770 $ 57,620
_JHousing Debentures 13,300 20,000 26,500
Government Loans 5,286 7,072 9,732
KHB Stock 18,036 18,793 18,500
Lottery -—- 269 827
Total $ L6, L2l $ 82,90L $13,179

(The above dollar amounts are caleculated on the basis of the

exchange rate in that year).

Interest rates on these funds vary tremendously, from 1.8% on

Py S TR B

passbook savings to an effective rate after discounting of 33.37% for

three-year Housing Debentures,



3.1 Time Deposits

KHB accepts numerous types of time deposits bearing interest rates of

from 1.8% to 22.8% per year, the wide variation in rates being more a function

ppm——

of ROK policy than of market forces.

Passbook Savings 1,07 per year
Notice Deposits % per year

(requiring 30 days
notice before
withdrawal )

Time Deposits

3 month 194 per rmonth

A month 1.5% per month

1-2 years 1,97 per nonth
lational Savings 22,%% per year

Assoc. deposits

Time deposits with the bank have increased steadily in the last three
years: $3.1 million in 1968, $12.2 million in 1969, $36.6 million as of the
end of 1970, Of this last amount $7.9 million consisted of deposits with less
than 12 months to run, not an abnormal percentage.

. A substantial percentage of the time deposits are made by other government-

controlled banks as a way of transferring resources into housing in accordance

with ROK policy.
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3.2 Housing InstaI&ment Savings

———— e— —

These are two\qypes of savings programs designed tg’ggggact future home

~ ——— et e

owners, A depositor contracts to receive a specified savings amount after
N e aad

p—

making regular monthly deposits for a specified period of time. At the end

of the contract period, which may be 12, 18 or 24 months, the specified contract
savings amount is credited automatically as an offset against the depositor's
outstanding mortgage loan balance. .

The required monthly deposits per*W 10,000 contraet savings amount are
‘W 786 for the 12 month program, < 508 for 18 months, and # 370 for 24 months,
This represents the equivalent oﬁA12;3/8Z interest.

The participant is eligible for his loan after six months regular participation,

In its_fiiiiﬂﬁm?r°8F39 KHB attempted to add incentives to savers. The loan
for which a saver was eligible was based on how long and how much he was willing
to save. Savers for 12 months were entitled to borrow an additional amount
equal to their savings balance, savers for 18 months one and a hali times, savers
for 24 months two and one half times.,

KHB also built in an interest rate differential : that portion of the loan
to be repaid before completion of the savings contract carried an interest rate
of 20%; loan amortization after completion of the 12-, 18- or 24-month loan
contract was at an interest rate of 10%,

In the Class B program savers are eligible for loans irrespective of the

length or amount of their savings contract. The interest rate of 14% on the
mortgages is somewhat higher than the 10% offered under the Class A Program,
Inasmuch as Koreans are attracted to the program because of the housing
loans offered rather than for its savings features, they much prefer the
straight-forward "Class B" program even at the slightly higher interest rate.

As of April 30, 1971, a total of 27,692 subscribers were paying into the Class B

‘\‘ . s
program, of whom 24, 729 already had received their loans,



During 1970 KHB attracted less than $1 million through this program,

I ———
increasing total housing installment eavings from $6.2 to $7.1 million, This

was only two-thirds of the amount budgeted, and the Bank's program for even
inoreased housing installment savings in 1971 appears opﬁimistic at best,
(As a matter of fact, a special KHB tabulation prepared for the Team as of
April 30, 1971, showed a net drop in Housing Installment Savings, to
$6,814,000.)

3 mmnahnnmﬁa_y/
\\\\\Eme of KHB's most successful programs involves issuance of

hort-terﬁ (one to three year) government-guaranteed, negotiable
ousing debentures., Introduced in June, 1968, in an attempt to
nduce the general public into owning bonds and debentures, the Bank
o0ld two and one~half times more than programmed during 1970,

The debentures are available in both large and small denominations
nd are eligible for sale on the Korea Stock Exchange.

Face interest rates ranged in 1970 from 16.8 - 24%, depending
n term. They have been issued at discounts varying from 16 - 25%
lepending on term and time of issue, so that they yleld a higher interest
ncome than time deposits or other forms of deposits for comparable
leriods,

In 1971 the effective rates of interest after discounting were
17.88% for maturities of one year, 31.76% for two years, and 36.37%

‘or three years,



The bonds also may be cashed before maturity, after a short waiting
period, and still earn a very competitive interest.

In an attempt to attract small savers KHB also has issued its housing
bonds in denominations of~#=500 to 5,000 ($1.60 to $16). By the end of 1970
sales in these small denominations totaled almost $3.3 million. KHB expects
that small denomination sales will total 11% of its greatly expanded 1971
program, However, this amount--$2.7million-- will barely cover redemptions of
the small denomination bonds.

KHB programmed sales of $21.6 million large denomination bonds in 1971,
which afcer redemptions due that year, will net an increase in savings of
about of $8.8 million.

Proceeds from the debentures are used for the Bank's short-term loan

\‘/,)‘%Eerations, and do not contribute direaEI§‘ES'§Z§§I;g low and moderate income
familien., The effect vé‘tﬁf@fgﬁff;zzzgj—;;;;; thediscounts, are substantially

———e

higher than the interest rates charged on the short-term loan operations, which

in turn must be discounted.

34 ﬁnxnnmnt.mm)
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’ﬁéﬂés loans to KHB at concessional 2% rates with interest payments
deferred until 1973 in the case of ROK funds, until 1978 for the AID counter-
part funds.

The loans totalled .as ifelloway .-

4oan amount lotal loan
19681 $1,786,000 (RO $5,286,000
\'3;500,000 (AID)
19691 1,786,000 7,072,000

19701 2,667,000 9,732,000
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These loane are for the specific purpose of relending at 8% interest to

public sponsors of housing projects.

3441 Administration of AID counterpart funda
As a contribution tothe Bank's program AID made available sggg_$3.5_~__§§
million (1 billion Won) in counterpart fun@gﬂgggwgpg,purppsq_gffinancing

pp—— 4 o

-~

multiple~-family housing ooptructign by public agqgcies (Korea Housing

Corporation and municipalities).

Ninety-five percent of the funds were committed during Egégl,the first
year of the project agreement, although the actual transfer of funds from
ROK to KHB took place during October and November of that year. The balance
was utilized in 1969.

Accordiné’;;’;HB's 1968 and 1969 Reports on Audit, only 37% of the
counterpart ban funds were used for apartments, as stipulated in the loan
agreement, Of the balance, 27.5% was used for construction of single-family

omes, 15% for disaster housing and 20% for site preparation,

This was corrected by accounting entries in April, 1971, making the
appropriate transfers as between counterpart and non-counterpart funds.
The’ 1970 Report on Audit notes that this was possible because KHB has in-

//véated $8.4 million (2.5 billion Won) of non-counterpart funds in apartment
/’/mortgagea. This matter ig_gtill under investigation by AID,

According to its original reporting KHB allocated about $700,000 of
the counterpart funds to apartment construction in Seoul. AID meanwhile
discovered that counterpart funds had been advanced to KHC~;;‘financa con~

wee

struction of a multi-million dollar upper-income rental complex for foreigners

residing in Seoul. AID ordered KHC to stop construction and to reimburse
the counterpart fund for the monies incorrectly used. KHC did shut down
the job, but in the absence of alternate funding is able neither to con-

tinue construction nor to reimburse the countorpart account.
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Acoording to the Loan Agreement KHB was to submit reporte to ROK

and the following to the AID Mission:

1. Project reports identifying location, design, community facilities,
estimated construction costs, financial responsibility of the
contractor and sponsor(s).

2. Annual complete financial status repart.

3. Annual operational program.

Reports were made to ROK but ng'po AID. The 1970 Report on Audit

notes that KHB wlll submit these iﬁ the future.

AID also wrote in February, 1971, requesting ROK views and suggestions

on the various matters in the Reports on Audit. As of the time the Team left

o

Korea, no response had been received by the Mission.

C m——— e s I e e

/’/’/. KHB's use of these counterpart funds and its failure to properly report,
/" or to respond to inquiries have given rise to much adverse criticism by the

8ion personnel involved and reflect poorly on the Bank's competence to

JUREEEEE g ’ e — ..

of e loans to disabled veterans and war widows., In 1970 $610,000 was loaned
on lottery proceeds of $1,096,000, The 1971 budget allocation provides for

38% of the proceeds to be loaned out; 50% is budgeted for prizes, 12% for expenses,

4,0 Disposition of Funds

KHB loans are available in seven general categories. Two involve subsidized
interest-rate, long-term mortgage programs, Five are relatively short-term loans

at market interest rates, which could be made by any commercial bank.
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The following table indicates the development of the Bank's loan port=-

folio. (Dollar amounts are calculated on the exchange rate in that year,)

7/

é\/m Loan Portfolio (000)

1968 1969 1970
Houging Loans
Individual Mortgages $39,120 $61,282 $75,51:
Construction Loans _ 6,551 7,612 6,054
Sub~-total Housing $45,671 $68,894 $81,569
General Non-Housing —eme $ 3,795 $10,166
Total $§45,671 $72,599 $91,735

Interest rates on individual mortgages ranges from 4 to 22%Z. Hous

- o >

e e 0 o

construction loans are made at rates of 18 to 24%, regular commercial loans
ISR Dol daatd < v .

at 18.8 to 26%.
In its normal procedure KHB does not differentiate its loan programs
by term, but rather by purpose, i.e. "Housing" vs. "Non-Housing". Within
the "Housing"classification the distinetion between construction loans (what
KHB terms working capital loans) and individual mortgages (which KHB identifies
as "end user loans") does not completely parallel that between short and long-
~term.
We have reclassified KHB loan programs in the following presentation in
order separately to describe those programs involving long-term mortgages, even

though our classification doea not completely agree with that of KHB.
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4.1 Long-Term Housing Loans

/ e
4.1;(\—Egnsfruction of a housing unit. These loans totaled $16.5 million

in 1970, representing almost two-thirds of KHB's activity that year, KHB's
activity that year. KHB's long-term holdings have traditionally represented

from 83% to 85% of its total loan portfolio,

Public Sector: Loans to the Korea Housing Corporation (KHC) and to .
municipalities totaled $2.7 million in 1970 - $1.2 million to the Korea
Housing Corporation for 1,000 apartment units and 20 free-standing homes in
Seoul; $1.5 million to various municipalities throughout the country for
1,944 units. Public sector outstanding mortgage loans totaled $14.1 million
or 18% of the Bank's outstanding long-term housing portfolio in 1970.

The loans are for 20 years at a (subsidized) interest rate of 8%. However,

—naert
this low interest rate is possible only as long as borrowings from ROK at 2%
are available. When these fgg?s are exhaustgg, Kﬂp charges 18%. The Bank
reported to the Team that outstanding mortgage loans originated through KHC
by the end of 1970 totaled $8.3 million, of which $6 million are at 8% and
$2.3 million at 18%. |

Calculations made by the Team would indicate that the interest advantage
to KHB between 2% and 8% more or less balances off the loss for that portion
of éhese loans for which KHB charges 18% but must use funds 6btained at an
even higher rate of interest,

K%B gpgulattbhs permit loans to public organizations without limitations

‘

as to/;ntion'of loan to value. In practice the limitations on individual loans

apply:
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-up to 80% of appraised value of construction only (with a maximum loan
of $2,150) in the large cities and provincial capitals;
~up to 70% of appraised value (maximum $1,960) elsewhere.
In view of the maximum loan KHB will make, and in view of the cost of
land, which must be acquired prior to applying for the loan, and of housing cons-~

truction, KHB loans in effect represent only 20-30% of the value of the-house and

Th ind . 4 B D "
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Private Sector: Loans in the private sector represented the bulk of KHB's

1970 activity totaling $13.8 million for 6,072 units (5,625 single-family homes

and 447 apartments).

\//’KHB 1970 Loan Activity in the Private Sector

Borrowers No. Units Loan Value
Individual Borrowers 4,858 $11,000,000
Groups of Individuals 679 1,500,000
Contractors

for homes 98 170,000

for apartments __441 1,170,000
TOTAL 6,072 $13,840,000

. As of the end of 1970 KHB outstanding mortgage loans in the private sector

A

totaled $63.5 million, of which $43.6 (or 70%) was loaned in Seoul.

The ternm of the lanE“EE.ZO years,  Participation in a sav{ngs program 1s

"‘n-w*’—" pu— _ -

~—1condition precedent to borrowing. There are two programs offered, at different

o e

interest rates.
By far the largest portion of the portfolio is loaned at 14% provided the
subacriber algns up for a pre-scheduled loan repayment program and maintains his

monthly paymerts regularly for at least six months, (The so-called Class B program) .
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Under the Class A Program the loan carries an interest rate of 10% for
that portion of the amortization beyond the contract saving period. If the
loan were made prior to expiration of the Savings contract it carried 20%
interest for that period.

Koreans, preferring quicker availability of loan funds, greatly prefer
the Class B loans, by which they can borrow the maximum with a minimum of

delay. At the end of 1969, participation in the two programs was as follows:

Class B - 142 $38,500,000
Class A
10% $1,900,000
20% 6,186,000
Sub~Total Class A 8,086,000
Total $46,586,000
KHB amortizes housing installment loans at a gggggggg_gggghlz_payment ‘
for the term of the loan despite application of the contract savings account to, ;7

N
reduce the loan principal, theIeby obtaining the equivalent of a discount. b

ery Loans - 25-year, 4% loans to disabled veterans

4,1.2 Housf;g Lot
and war widows, through the Office of Veteranms. KHB loaned $610,000 on 252

homes under this program in 1970, two-thirds of the amount programmed.

4,2 Short~Term Loans

Generally speaking, KHB must discount its. short term loans in order to
bring up their effective interest rate to about 3027- a point where it
approximates the cost of money to KHB, Another(;;;ctice, generally used
in the business, is to permit short-term loans to run delinquent so that in-
terest is collected at the penélty rate and even to set up conditions so that

penalty interest falls due before the term expires. Interest rate penalties

are assessed at an additional 50% of the face rate.
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4.2.1 Renovation. Kib makes 20% two-year loans for the renovation
of existing homes. The program, which KHB carries in its own data as part of
its overall housing(synscruction program, has been miniscule - $40,000 on 154
units in 1970,

4.2.2 Purchase of Newly built Housing Unit. Except in the case of

refinancing a long-term loan to a public sponsor or a contractor, these are
five-year loans ot 22% interest. KHB's 1970 activity totaled $400,000 and

involved 209 units,

4,2.3 Housing Site Development. Loans to developers of sites ex-

ceeding 12,000 M2 of up to 80% of appraised value for two years. Interest
rate to public sponsors is 18%, to private sponsors 24%. In 1970, $1.9 millionm
was loaned for this purpose, almost three times the amount programmed, but
representing less than 8% of the Bank's activity that year.

4.2.4 Production of Construction Materials. Loans to producers of

e e g,
i,

building materials for moderately-priced housing provided the materials are of
————
better quality and cheaper than otherwise available are available at up to

50% of appraised value of the facilities or materials involved, with a maximum
of $100,000. Two types of loans are possible; for the installation of equipment
or facilities the term is 5 years, 1nteresF rate 15%. If the loan is to provide
opérational funds, the term is 2 years, interest rate 24%. Only $13,000 was
loaned for this purpose in 1970.

4,2.5 Commercial loans. The Bank was authorized in 1969 to use up

to 16% of its total savings for commercial loans at prevailing commercial

loan terms and rates--i.e. 22% and up. Volume in 1970 was $6 million, 50% over
the anticipated amount and almost one-quarter of the Bank's activity in that year.
Cutstanding commercial loans totaled 11.1%.o£ KHB's total portfolio at the end

of 1970, a substantial increcase over the 5.1% they represented at the end of 1969,

Th;._incrcaoo-waa'chiefly"nt~cho~expcnsc of thp short-term housing loans,
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5,0 fenoral Cperations

5.1 Profil ani "oss

] .

e e et e S
deficit is made up by various 70K subsidies in the form ol non-intercst bearin-

Wring its first three years the Bank has operate! at a defieclt, This

stock purchases, 2% concessional loans (including “3.,5 million on AIN :ounter=-
art funds), and by an annual operating subsidy.

The following table indicates the development of operations du:?ng its

first three full years of operation, according to the “ep rts of Au

the years involved,

Ki3 Operating Results, 1968-70 (000)

L ¢ -

Tevenue $3,5L6 ¢ 9,270 113,077
xpenses (including 3,906 10,353 1L,598
payment of interest .

Neficit -360 (10%)  -1,079 (17.5%) «1,523 (11.7%)
R0K subsidy 520 1,034 86l

other non-operating gains _22 268 952
(primarily sale of lottery

tickets)

Net Profit after Subsidys 182 (5%) % 223 (2.L7%) $ 293 (2 1/L7)
Neduction for under-
estimate of Dopreciation: 25 2k 100
Corrected lot $ 157 (LJ3%) $ 199 (2.1%) $ 193 (1.59%)

*Under Korean auditing practice underestimation of depreciation
is permitted '"when it is considered necessary in the operating
results." The correction has been added by the Team,
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As is to be expected with a new agency, the ratio-of operating expenses -~

to gross income, including ROK subsidy, has been quite high, more than 50%
s
during its first full year of operations., This was reduced to 34X in 1969
and to 27% in 1970, which although is still high by U,S. standards, is encouraging.
Salaries represented 192 of gross income in 1969, 17% in 1970, an acceptable
ratio, Office expenses in both years were less than 1%, Advertising represented
2.2% in 1969, 1.2% in 1970, less than would be recommended in the U,S,
Interestingly enough, for a bank that loans at interest rates that are
generally considered to be less than those paid on deposits, throughout its
history KHB's income from interest has continually been more than its expenses—-
by about $2,.4 million in each 1969 and 1970.
This results primarily from the concessional interest rates paid on ROK

loans, and from the discounts, fees and various other techniques utilized by

KHB to increase the effective interest rates of its loans.

Schedule of Interest Ieceived and laid (9)

1969 1979
Interest 7eceived
Loans 8,335 {1,094
Teposits with other banks LNl 364
Other L16 719
Total -n;,i)'? 0“’., gt;!
Interest Paid
Deposits 42,237 $ 4,6
llousinz Mposits 548 916
Credit Control account 39 22
Borroiings 10 162
Honsing Debentures 3,13 1,99
Other 8 Y
Total %, 705 179,500

Difference +82, 367 +5 2,371
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5.2 GCollaction and Delinquencies
Although KHB loan regulations permit qualification of buyers to spend up

to“ﬁ;% of their iqcome on housing, in actual practice KHB holds this percentage
to less than;20%1~)a practice facilitated by the maximum loan limitations and
very high eq&it&‘requirements.

Because of this very conservative practice, although delinquencies on all
loan programs have averages 2 to 2.5% during the last three years, the delin-
quency rate for home owners involved in both publicly and privately sponsored
programs has been less - 0,6% in 1968,

Qverall Delinquency Rate
1968 1969 1970
Total 2.3% 2,1% 2.5%
less than 3 months 1.1% 0.9% 6
3+6 months 0.1% 0.5%
6~12 months 0.2% 0.1% 0.4%
more than 1 year 0.9% 0.4% 0.5%

*The following tabulation based on the 1969 Report of Audit indicates loan
portfolios and delinquencies by interest rate. These have been identified
with the Bank's various programs. In connection with the relatively high de-
linquency rate on construction and commercial loans, the financial advantage

to the Bank of collecting the 50% interest penalty should not be overlooked.
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Loans Outstanding and Delinquencles,1969

Percent
Interest ate Program loan Total Delinquencies Delinguent
Long=Term Housing Loans
n Public Sponsorship 5,230,000 111,300 2,1%
103 Class A Installment
Savings 1ioans ' 1, 900, 000 33, 500 1.8‘;
1% Class B Loans 38,500,000 - 8,100 0,027
. Publicly sponsored housing
183 and site development 1,070,000 ——-
Class A Installment
207 Savings Loans 6,186,000 140,002 2.2%
Sub-total Housing loans $50,886,000 $292,800 0.6%
Other loan programs
4Ly, 6, & 9% 01d KRB programs $10,612,500 $90,400 0.9%
157 Production of materials 110,000 11,700 10,67
22% Construction financing L6k,000 S
' —Construction, site
23 development, etc. 7,231,000 874,000 12,17
N
263 Non-housing commercial 1,229,000 77,000 6.33
more : '
than 26% Non-housing commerical 102,000 56,800 (:55.61
e v ™ S—
Sub-~total other loana $19,748,500 $1,109,900 5.,6%

When KHB was organized 1t assumed the housing portfolio of the Korea

e i e v ar s —

Reconstruction Bank, which included substantial delinquencies and interest due
totaling 606,000, KHB reduced interest due to $155,000 during its first full
year of operations and collections have continued, albeit at a less spectacular

rate, so that the total interest duec on these old accounts totaled $57,000 as
of the end-of 1970. '
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KHB also has established provision for an annual assessment of 0,27 of the loan

e, |

amount (except for loans to KHC) as a reserve for delinquencies. This reserve

LA 2T LN

totaled $253,000 by the end of 1970, which the bank Audit stated was sufficient

for its purpose in light of the security held,



RESUMENDATIONS BY EARL B, scuwmsr Aprid 16,1968_ \
The KVB initiate a tond programg %

‘aud

——ve b ma——

8 Sale of ¥ 1 - 2% billten primarily to commvercial bmka. Banda
negotiable with maturities up to 3 years at the market rate. Pomit
bonds to be elipible as required reserves for banks at a low 1ntcru ate,

Aoticnss The bank has issued, ever since the rscommendation, 1,k bil2ton
won worth bonds to commercial danks with maturity of 2 years and interest
rates arong 2L - 21,8 per-cent per ammua, An outstanding balance as of
end of 1969 is the tiguro at.at.ad in the above,

be Sale W 2 =~ 2% billicn of mgotiablo bonds in the open market in the U.S,

Actions; There had been good and best try to float bonds in thes U,S, open
market evar since the recommendation, but as you should very clearly be known
that thers had baen no provisians for the Extended Risk Guarfanty Program
applicable to the Xori, it has been very impractical to both of us and
prospective buyersa to s:i togeiher fer such issue, Since the Provran is

now to be wery woll L:aluds the couniry, I hcpe at this stage, froa near
future, it vould be vorth to continue our ever given try for ‘the flcatation
of housing bonds in t:a 1S, Open Herket, with and under good and rmutual

~assistance and coppceraticn betwsen us and US governmantal economic or private

prospective investors in Korea.

ce Sala of w t0) mi1licm in short term negotisble notes to ‘dhe public at
rmarket interest ates. Troceeds dnwvestad only 4n construstizia loanc.

Actionsg The bank has imnned about 5 million won bonds to the genaral publis
vith maturitjes of ane to three monthes and rnas piven differert {nterest rates
with the lonser maturity 4he hipher intersad rats, ALl of these are heen
fully redeszsd, The short term nazer was {ecuved 1) ty general attractions to
the public for bond investrant 25 brcoden the market of bonds in phblic who
had been far away from the comercial bond rurcket and 3) to induce them for
the purchase of a longer tern bond, We thersaftar has been issuing bonds with
maturities over ono year and up to two year,

d, Desgine sarings bonds in small denominaticns with various features to
attrzct saall savers,

Actions]} The Bank has issued bonds in denominations of 500 won to %,000 wen
with one year maturity, Theas bonds are paled intaerest rate which is little
higher than timo deposit for giving public nore attraction for longer investment

namely 21.0% to the face value and saladle with advance discount of interest
amount at the time of purchese, it therefore gives hicher yield to the buysr.
Total sale as of the end of 1970 amaunts 990 million won,

2s Increase taxes on land and especially on vacant land, Impou a capital
gein tax an sale of real estate. v Refer to the Dr, Mc¥wray's ¢ Recommen~
datlon, July 15, 1958,
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3. Promote acquisltion of land for building sites by cooperatives,

Actioneg The Hin try of Oonatrnction is undertaking the legisrative astion
gor a New Act for'this pnnpoao, and assurs the Act will be enacted in new
mgress.

L. AID findmd finence an advisor tothe KHB in savinge managenment, savings
promotion and morta:e lending, B

Astions; This is the recommendation to the AID wvhich I consider Mr, Rufus
A,Long should have taken action in coordination and cnoperation with the Bank
long time ago, #n4 wander what has been done to this,
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o . ' Mmoo Fuclmandiln
ecommendations by Dr, Joseph Fo Hedurrav, July 19, 1948 6 j: < »n

1. KHB finarce :nly aulti-faxily dwelling urite of nit lees than 59 Enits - five
s¢ery walx=:p wits- end should require good design and supervise the land

planning as? Zazdssapings No single units shoald te financed.

) Statuss The Baiv extends loans to multi-farily unit constructors with sriviladged
v% 9 17w inter:st rates, THis hes besn dome for the purtose of providing
A 4 ' fnzeniive to private construction firms to promote such dwelliny units,
teside ¢ the losns extended to local governments as well as to the
?i;‘“,,a"" I'srea fousing Corporation,

2+ Inaururaste a program of éczation on the {ncrease in the value of land, levise
ather land wnd capital gaino taxes to discoursge speculation in land.

Statust An Act “as been eracted sinse 198 fer such purpose bedng recornsnded
Vo _')'; . to 2o-iral the unreasonabdle price rise throvgh land speculations in
s mujos cities especislly. This act may be called as ® Spaculation Contrel

Y 4 |y 2
W et e e st - — -
3 Set up promotional activities to induce aavings and enccurage dbroad national

* {nterest in ho:sine programs.'Such efforts to include a 1ottery and housing
cooperative tazhriques, AID is to fazilitats the latter by financing s full-tims
conraltart on ccoperative hosuing for at least cre yeear.

IS [
Statuss The hark 1s provided vith a privilalpe to offar depositcrs to the housing
) ”i,tnstnllxant savings program for an ircome tax ceduction priviledvel eq }
. =077 10% of the arsagaiblo income Lax 1o dedustable for the lrcome level of
dlato s about 30,000 won per monthe This the bank sdvertises it to any potential
depositors of house builddrs in futurej such as exployens of the EUSA,
Lotterins have been in continued issue in every month since 1957,
Aiditicn.to this and awsy from amy othor banks' savings activisies; the
Rank issues in roll bends of such nature as rsadeerable by cash, land
or $4eliing unit as sach oase of tand 80 desms more attraciive to the
e general public, :
%> A8 to the full-time consultant, AID in Korea has not taken any official
and formal action as yet, and way remuin for future sction, 77 T/

et o d s s e a

- et o

vt e

ke Developea bullding supply industry to fabricate or manuZscture standardsizad
products and to prefatricats f%ems that can be more economically nade in a plart
rother than at a site,

Statuss Por this -particular purposu, the bank is equiped with loans for constru-
tion material productions and devaloprent for economic, in addition to
the standardisation and prefabricotions, the resulting ststus up-todate
of *Hin rarticular loans are as cenclegond, It is to be noted that
the standardisation of consiruction waterial wogld requira rore longer
tilaa t5 ba fully utilired by esch home builderg, and the prafabrication
vp %5 teke mcre longer time for realisation, sfuca the deransion and
dosrity of the honsing rsrket in ccmparisicr tle the procduction cost
{3 to be very carefully cuncluded at this stag for tte narket,
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AID increase its finwncial assistance tothe XKHB in the form of couterpart

funds as znch as 10 W million dodllarn, AIT should ancoirape the axtensien
of the axtended risk guarsntee program to South Koreiowsd KEoadbdkikad) sl X

Status: Tt has been very sincerely hoped, but uvnfar-tunately, has not yet
been materialized, Continued and stranecus affcrts dervied from
the enthusiatic and keon attenticn of AID approriare official as
to thia particular point should bring fraitful result in early
fature day for the hathj coutercart losn to the Benk and tre
oxtensicn of Ectardod Risk Quartantee Program to the nank for
any investors so rescmranded through and {n cooporation with the
AID or any other US officel authopity,

To pay the market interest rato on deposits:

tatus: The bank pays exantly ddentical interest retes to every deposits
as any othar bank does, sinse the interest rates are 2ll been comp-
letely seme through cut the barks in the ciuntry as this Fas been
vopulated by the agreewant off interests and 1its rates arong the Banks,

To rely arn losger temm type deposits and bonds as a nourcs of lcan funds,

Status: Major stress has being been devoted on um‘. deposits ond lorger
torn raturity bonds. The risk guarantee grormam iy also be much
daeirous und should be very affective on $his purpose for having
long term funde for long-term finencing gcr housing with lovw inter-
est rates charged,
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Classification gs:%
Small Denominaticns

Land and Dwellings
Secured

Total

. General Bonds

S=211 Denominations

Total

Rousing Bonds Issnance and Refund z_o‘r_g in 1N}

as aof Dsc 31, 1970
(in nillion wom)

Meathly
- Total

Jan.° Feb. Mar. Apr. May . June July Aug. Sep Oct. Nov. Dec.
10 £10 208 N0 0 705 710 A0 <05 “10, €10 05 F,000

100 100 100 100, “ 100: 100 100 100 100 100 1,000.

500 SO 500 SO S0 S0 S0 O 0O SO 5,te0
'10. 1,210 11,205 1;510'1,010° 1,305 1;310°1,210 1,108,210°1,2i05 F05 140N
7i B85 101,106 ¥1' B! LN Fo @9 & o 2@ Lo

W A BTIC 23 17 49 m aar
7 B5, 101,10 ¥5 552 ¥ &< 708 il 20 25 s,

————e

Balance £,005  £,/9° 9,03 10,90811,€7312,30 13,0013,09613,71914,1171L (4L 15,50k 1€, 17,7

lo



Organization Chart

Operational Board

President

Vice President

Directors

Secretariat

Auditor

Planning & Research Dept

Personnel Dept

General Services Dept

Business Dept

Savings Promotion Dipt

Securities Dept

Loan Management Dept

Technical Services Dept

Persons

Total: 1121
Head office: 330
Branches & Sub-

branches: 791

Auditting Office | ———

Banking Dept l

29 Branches & Sub.branches ,

Head office: 10 departments,
1 office with 16
sections  and
1 supplemental
office

Branches: 22

Sub.branches; 7




Financial Statement
As of December 31, 1970

(With Comparative Figures of 1969)

ASSETS:

Cash
Loans:

Housing loans
General loans other than housing
Total Loans
Call loans
Fixed assets in service
Less: Accumulated depreciation
Net Fixed Assets
Deferred charges and interest paid in advance
Other assets

TOTAL ASSETS
LIABILITIES:
Deposits received

Houring deuentures

Borrowings from government

Accrued interest and prereceived interest
Other liabilities

Total liabilitier
STOCKHOLDERS' EQUITY:

Capital Stock; Authorized 10,000,000 shares of par value
W1,000 each: Issued 5,550,000 shares

Retained earnings:
Appropriated

Unappropristed earned surplus
Total retained earnings
Total stockholders’ equity
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

0
(In thousand won)

4,571,515

24,470,663
3,050,715
27,521,378
676,000
1,046,531
(61,845)
984, 686
730,948
701,944
35,186,471

17,285,922
8,095,410
2,800,000
652,465
594,071
29,427,868

5,550,000

120,835
87,768
208,603
5,758,603
35,186,471

1969

2,373,323

19,979,138
1,074,437
21,053,575
994,652
(38, 689)
955,963
433,969
538,106
25,354,936

10,663, 345
5,797,480
2,000, 0000
418,684
880, 541
19,760,050

5,450,000

79,811
65,075
144,886
5,594,886
25,354,936
11



