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TECHNOLOGY
FOR
ABETTER
WORLD

Economic
Value

Making the world a better place to live
through technological innovation
is the new strategy and goal of SK hynix.

Growing into a leading global semiconductor manufacturer, SK hynix achieved record-breaking earnings
for two consecutive years moving towards its vision of becoming the world’s best semiconductor
manufacturer. However, there is a deep obligation for us to turn our financial success into sustainable
growth. As the ideal of global citizenship matures, there is a growing demand for social responsibility not
only from customers, shareholders, and government but also from stakeholders outside the market such
as the local community and NGOs.

SK hynix recognizes social responsibility as an integral part of gaining the trust of our stakeholders and
taking our corporate value to the next level. We have already declared the DBL(Double Bottom Line)
Management Principles in pursuit of both economic and social value creation and have taken initiatives
to balance these two values while gaining competitive advantages.

Every change at SK hynix is driven by “technological innovation”. While focusing on reducing costs based
on scaling and yield ramp-up as a key part of memory technology, we are committed to expanding the
partnership with our customers to create new values through technological breakthrough and innovation.
At the same time, we are making corporate-wide efforts for @ environmental protection, @ supply
chain management to strengthen the semiconductor ecosystem, @ social contribution with
the focus on solving problems in the local community, and @ creating a diverse and inclusive
corporation that promotes equal opportunities. Through this process, the total social value created by
the company is measured and we can visualize the results.

SK hynix is moving towards our ultimate goal of achieving maximum satisfaction of our stakeholders by
maintaining a healthy balance between economic and social values, and is disclosing our commitments
and progress in embedding sustainability into our daily operations through this 2019 Sustainability
Report. We would like to ask for your continued interest and support in making SK hynix a company that

everyone could take pride in.

-

Lee Seok-Hee A o
[ i K
CEO of SK hynix eI 0 B S A <
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Corporate Profile

Making a better world with
all members of society by leading
the tech-based ICT ecosystem

PURPOSE

We Do Technology

The core of technology,
making the world a better place

Tenacity & Commitment
Advanced Tech.

Leading Technology

’_Iﬁ,_ﬁj Trusted Partnership

Prosperity Together Shared Social Value

VALUES DRIVERS

Brand Identity

Technology Innovator
for a Better World

Brand Slogan
We Lo Technology

I
SKh’.h'ynix

SK hynix is ushering in a new future by leading the technology-based ICT ecosystem.
With tenacious commitment and technological innovation, SK hynix is striving to make a future where
all stakeholders and members of society enjoy shared growth. By establishing a system of a new brand
identity, SK hynix is aiming to become a maker of a better world at the core of advanced technology.

Semiconductor is the driving force
and the future of the ICT industry.

The advent of new digital devices, such as Al and self-driving, and

the expansion of the IoT environment are gradually spreading the
semiconductor sector and the demand forit. SK hynix has introduced
innovative solutions by producing a lot of system semiconductors like CIS,
mainly focusing on the memory semiconductors,including DRAM and
NAND Flash, which are essentials in a variety of ICT devices such as mobile,
serverand storage solutions.

Since the first test production of 16Kb SRAM in 1984 for the first timein the
country, we have put countless research and development efforts into
securing the world’s first, smallest, ultra-high-speed, and low-

power high-value product portfolio. In 2018, we surpassed the biggest
management performancein the country for two consecutive years with
each generating KRW 40.4 trillion in sales and KRW 20.8 trillion in operating
profit, ranking SK hynix as the world’s third-largest semiconductor
company. With the industry’s best technological competitiveness, SK hynix
will lead the global semiconductor market by providing innovative products
to customers at the right time.

PRvideo clips of

SK hynix

Brand Film PR Film
Company Name SK hynix Inc.
CEO Lee Seok-Hee
Establishment February, 1983
Business Domain Manufacturing and sales of semiconductor devices
Headquarter 2091, Gyeongchung-daero, Bubal-eup, Icheon-si,

Gyeonggi-do, South Korea

Products and Services Memory semiconductors: DRAM, NAND Flash, MCP, etc.
System semiconductors: CMOS image sensor(CIS), etc.

® 0 o6 ® ®

SERVER MOBILE AUTOMOTIVE COMPUTING

Stock Exchange Listings Korea Exchange, Luxembourg Stock Exchange



https://www.youtube.com/watch?v=n4LnZ5W64DU
https://www.youtube.com/watch?time_continue=4&v=7IA109YeGp8
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@ Sales Offices @ Sales Companies @ Production Companies @ R&D Companies
1 Dublin UK 8 Chongging  China 1 Weybridge UK. 6  Wuxi China 1 Icheon Korea 1 Zhubeicity  China
2 Paris France 9 Shenzhen China 2 Raunheim Germany 7 Shanghai China 2 Cheongju Korea 2 SanJose USA
3 Helsinki Finland 10 Osaka Japan 3 Noida India 8 Taiwan China 3 Wuxi China 3 Minsk Belarus
4 Penang Malaysia 11 Seattle USA 4 Singapore Singapore 9 Tokyo Japan 4 Chongging  China 4 Milano Italy
5 Hanoi Vietnam 12 Austin USA 5 HongKong  China 10 SanJose USA
6 Xian China 13 Houston USA
7 Beijing China 14 Raleigh USA




SK hynix Sustainability Report 2019 OVERVIEW

SUSTAINABILITY PERFORMANCE

Sec.02

SUSTAINABILITY

APPENDIX

Social Value Creation

SK hynix pursues financial growth
with social innovation, measures
the social values it creates and
shares them with its stakeholders
every year.

--Economic Indirect

Contribution Performance

KRW 9, 8 87-4 billion

- Business Social Performance

s Y AT

- Social Contribution

Performance

KRW 76 billion

Sustainability Strategy

SK hynix sets its sustainable
management strategies to

drive social value creation,
strengthens the semiconductor
ecosystem through effective
supply chain management,
contributes to solve social
issues, and promotes diversity
and inclusion to create a healthy
organizational culture.

- 4 Areas

1 3 Projects

- Support for SDGs

1 OGoa\S
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Measuring Social Value

Social Value

Approach to Social Value

Based on the Social Value measuring system of the SK Group, we measure and improve both financial and
social performances sharing the results with our stakeholders

@

EconomicIndirect
Contribution Performance

288
B[

Business
Social Performance

Social Contribution
Social Performance

Value of indirect business
contribution to the economy
- Employment

- Dividend

- Taxation

Measuring Social Value

Measurement
Methodology

Social Values created in product development, productand
sales

- Environment

- Production process and sales of eco-friendly products
- Society

-Improvement of the laborenvironmentand shared growth
- Governance

-Improvement of governance

Measuring the outcome of Social Value created
- Overall corporate activities, such as product development, production, sales, HR, and supplier cooperation

Social Values through social
contribution activities

- CSRProgram
- Donation
- Volunteer

Developed through the advice from external experts and discussion among SK affiliates since 2017
- Collected opinions from expertsin economics, accounting, sociology and social economics
- Modified measurement principles and standards based on pilot measurement projects of SK Affiliates

AStudy of the Measurement of Social Value as an Outcome of Management Activities

Story of SK hynix DBL(Double Bottom line)

DBLMS is a method used by SK hynix to achieve its business view by playing a key role in
social and economic development. It contributes to human well-being as a guideline for
its management system for balanced pursuit and achievement of social values(SV) and
economic value(EV). Based on DBLMS, SK hynix is making a sincere effort to establish and
upgrade its business plan, implement, assess and compensation system. In addition, all
members strive to internalize the organizational culture of SV and EV in their original work
based on DBLMS.

Story of SK hynix DBL(Double Bottom Line)

DBL Management System is a guideline
for Social Value creation of SK hynix employees
Action Plan for Realizing SKMS: “Companies not only contribute to economic
development, but also grow with society through the creation of social values.”

Encouraging break-through
thinkingand trying
Members’voluntary pursuit
of social values and the role of
theleaders

Transforming the way we
establish business plan

Includingsocial value creation o) L
measureswhen planningnew

4 : L.
business projects

Plan Implement

DBL Management
System

Measurement
Principle

Input — Output — — Impact

Monetize Social Values based on robust and objective standards
- Environment(Production process): Estimated cost to counter the environmental pollution generated
- Society(Product/Service): Measurement of better performance compared to other alternatives that existed
before
* Monetary standards released by international organizations, governments and industry associations are used to
calculate social values

c™n

Compensating based on DBL ¥ Establishing detailed
Establishingdirectand G |$ @ DBL assessment system
indirect compensation system L Equalizingsocial value-
based onthe achievement of Compensation Assess creation performance with

social value creation

economic performance

DBL is maximiz th Economic Value and Social Value


https://www.youtube.com/watch?v=f-1vgmYRlYM
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Finance

Total assets

KRW63,658.3 billion

Driving healthy corporate growth based on capital
of shareholders and investors

Manufacturing «w34,952.6 i

Facility

Improving productivity and cost efficiency through
continuous investment in infrastructure

Intelligence 2,895 bion
R&D

Strengthening intellectual properties through

R&D and becoming a leading global semiconductor
company based on open innovation

Human resource «w3,877.3biion

Expense for
employees'salaries and benefits

Investing in human resource development including
recruitment of talents

Environment
SHE Expenses

KRW276.6 billion

Investing in reduction of environmental impact
and GHG(Green House Gas) emissions to create
eco-friendly workplace

Society w2377 vition

Supportfor communities and suppliers

Creating social values based on mutual growth with
stakeholders such as local community and suppliers

APPENDIX
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Sustainability
Strategy

PROCESS & METHOD

Promise & Activities

Our Strategic
i commitment

OUR VALUE CHAIN

(i

B

0%°% 2= |
R&D Procurement of Product Sales&product ~ Customeruse
raw materials & production application
energy resources
SUSTAINABILITY STRATEGY
Environmental Supply Chain Glocal Social Diversity and
Protection Sustainability Contribution Inclusion Culture
Management
. pout 000
2022 ECO Vision, ESG Consulting Social problem Diversity &Inclusion
ECOAlliance SharingHope resolution Center
forYouth Happinesssharing
CenterforWorking ofemployees

EnvironmentHealth  Local community-based

contribution

SOCIAL VALUE

Indirect Economic
Contribution Performance

Salary krw 3,028. 6 billion
Dividend krw 1,026 vbillion
Tax krw 5,832. 8 billion

krRw 9,887.4 billion

Business
Social Performance
KRW-64 3. b billion
Environmentiproduct&service) -
kRw 186.1 billion
Governance -

Krw -457. 5 billion

Environmentipro

Society

Social Contribution
Social Performance

kRw 2O billion
kRw 558 billion

krRw 0. 2 billion

CSRprogram
Donation
Volunteering

KRW 7 6 billion

ECONOMIC VALUE

Sales

4014451 billion

Operating profit

20, 84 3. 8pillion

Net profit 5,54 0biliion
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Sustainability Strategy

SK hynixincorporates the DBL(Double Bottom Line) management system into its practice in pursuit of both economic and social value creation. In response to the changing industrial environment,
we established a sustainability strategy to promote mutual growth with our suppliers, local communities and employees through environmental responsibility, social contribution and value creation.

@

000
&
iversity and Inclusio
Culture

Supply Chain

Sustainability
Management

2022 ECOY Vision ES§ B e and Soq:al problem i tion and Diversity and Inclusion Center
Sharing Hope for Youth happiness sharing of employees

Environmental
Protection

Glocal? Social
Contribution

) Supporting mutual growth program Providing solutions on social problems
Pursuing values centered on people and X T )
environment forenhancing sustainability of suppliers and through ICT platform and Pro Bono
securing excellent talent (Talent donation) by employees

Establishing a creative and healthy

) . ) . N organizational culture that recognizes
ECOAlliance Center for Working Environment Health Local community-based contribution o
the diversity of its members and

develops their capabilities

Create eco-friendly semiconductor Specialized social contribution activities

. . Health support and counseling for suppliers ) )
ecosystem featuring cooperation between ) to solve community problemsin
} ) ) and vulnerable members of the community i
SK hynixand its suppliers Global operations

1) ECO: Environmental & Clean Operation 2) Glocal: A combination of Global and Localization.

It represents SK hynix’s commitment to extend its social value
globally as well as in the local community.
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Our Promise & Activities

Supporting SDGs and Social Value Creation
We are committed to creating economic and social values based on our sustainable management system and fulfilling our corporate social responsibilities through the implementation of SDGs.

Levelof
Sustainabilit Main field of . .
¥ . Main task 2018 Result Achieve- 2019Plan 2022Plan SDGs
Strategy promotion
ment
Reducinggreenhouse - . - Launchingreduction support for developing countries - Reducing greenhouse gas emissions by 40%(compared to 2016 BAU)
gasemissions Reviewing the external greenhouse gas reduction projects ) - Reducing 2.4 milliontCOzeq - Supporting reduction projectsin developing countries(300,000t CO eq)
Wasterecyclin - Development of PASS for wastewater treatment - Silver Certification of Zero Waste Landfill . Achieving 95% waste recyclin
[2022 ECO Vision] yeling agglutination - Achieving 95% waste recycling g% yeling
Establishing

strategiesand
goalsforreducing

. environmental
Environ-

Renewable energy use
expansion

- Installation of two hydropower generators using the

discharge water of the integrated wastewater treatment
plant(193MWh/yr)

- Installing solar power generation(815 MWh/yr)

- “RE100”in overseas businesssites
- Using renewable energy production in domestic operations

impact Water resource - Application of expanded use of waste water reduction TF . Recycling approximately 35.000 tons of water - Achieving 20 million tons annually
mental management - Establishment of a water-recycling facility yclingapp Y32, - Expandingwater recyclingand upgrading wastewater treatment
Protection
Clean Campus - Implementation of the Clean Campus plan - Implementinga SV practice campaign - Declaringa place of business for free disposable products
[ECOAlliance] - More than 30 companies participatingin the ECO Alliance

Establishment

J

- Announcing ECO Alliance launch ceremony and vision
- Establishingand implementing mid-to long-term

- Expanding ECOAlliance participation(Global partners, customers, IT companies, etc.)

feco-friendl: ECOAli - Specification of ECO Alli Impl tation Pl

ze:f\'io:jzthr fance pecilication 0 fance Implementation ™an environmental goals for each participating company - Discoveringand promoting the new DBL Bizin the environmental field

ccosystem - Conductingregularactivities(constructing regular sessions,

v training, excellent activities, etc.)
. ) . - Enhancing ESG consulting process and raising supplier . .
£56 Consultin - Expansion of risk assessment targets and conduction of \ Awarencss - Establishing healthy and safe semiconductor ecosystem
3 consulting(41 cases) . . - Expanding consulting targets(150 cases)

Suppliers - Expanding consulting targets(80 cases)

Strengthening - Implementation and operation of the Sharing Hope for Youth

sustainability . Bui

. programs . . ) Build atalentdevelopmentprogram
q Sh HopeforYouth - h 25%
Supply Chain management armg opetorvou - Participated in by 34 suppliers \ ncrease‘t> ep‘rogram p‘amapaAm‘tsandpbappl\;ants by25% Secureatalent pool through pre-employment training foryouth job applicants
‘ ; (Securingtalent for . . . . -43 participating suppliers, training for 225 applicants A . ;
Sustainable capacity suppliers) - Provided pre-employmentjob training for 179 youth job Plan to enhance the brogram for mid-to lone-term operation Provide support to secure talent for job recruitment
Management PP applicantsand internship program for 105interns prog 3 P - Establish local programs toincrease job opportunities foryouthin local areas
- Turned 79temporary jobs into permanent positions
Improvement ofthe N - Establishing Centerfor Working Environment Health * Developingan expansion model forother regions

level of safety and
health

CenterforWorking
EnvironmentHealth

- Establishment of plan for

the Centerfor Working Environment Health

- Expandingindividual services of suppliers and small

businesses

- Strengthening response to new occupational healthissues
(platform labor, work and life balance, new occupational diseases, Return to work, etc.)
- Stabilizing the collaboration framework between private and public organizations

Driveforsocial
problem resolution

Innovative solutions
usingICT

- 4,000 units of “Happy GPS”(10,000 unitsin total)
- Provision of 2,000 households nationwide for “Silver Friends
- Discovery of new projects such as multiculturalism among

elderly people

- Planning ICT-based New SV Creation Project
- ICT Sarangbang Center

“Social Network + Silver Care + Job Creation”

- Preoccupying of new social issues and branding social contribution

Glocal Social

. . Community-based
Contribution y

social contribution

Promotion of social
contribution closeto
thelocal environment

- Establishingahospitaland aschool

- Improvingsocial value creation programs
- Localizing social contribution programs at the headquarters

- Establishinga community-based social contribution platform

Happiness Sharing
Fund and Volunteer
Group

Utilizethetalentofthe
members
Shared platform

- Development of new volunteer activities centered

ontheuseof members’talents
(Career Mentoring: 8 high schools, 897 students)

- Area expansion and qualitative growth
- Encouragingoptional volunteer activities by establishing a

talent donation platform

- Encouragingoptional volunteer activities by establishing a talent donation platform

Establishmentof
diversityand

Diversity
and Inclusion
Culture inclusion center

Establishmentand
operation of adiversity
andinclusion center

- Establishment of a diversity and inclusion center

- Studyingthe recognition of membersrelated to diversity and

inclusion of organizational culture

- Establishing of diversity and inclusion center
- Planningand operating cultural settlement activity programs

- Achievingzero cultural conflicts according to gender, generation, religion, nationality, etc.
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Measuring : Sustainability Our Strategic
Social Value Strategy Promise & Activities commitment
2022 ECO Vision

Environmental Protection

Management Approach

Business operations without consideration
of sustainability may have a profound impact
on the global ecosystem. With an increasing
demand for environmental responsibility, the
greenhouse gas emissions and the environmen-
tal management system of a company become
important factors to consider in making invest-
ment and signing contracts. As a result, there is
a strong emphasis on how companies manage
and minimize environmental impacts of their
production process. We are committed to our
social responsibility by actively responding to
these external demands.

Principle & Strategy

With record-breaking sales in 2018, our green-
house gas emission, generation of waste and
consumption of water increased slightly due to
an increase in production volume. As a conse-
quence, we strengthened our environmental
management at the workplaces to reduce the
environmental impact despite the growing
production by including environmental impact
reduction activities in our sustainability strategy.
Furthermore, we are helping our supply chains
to acquire better capabilities to resolve environ-
mental issues as part of our effort to build an
eco-friendly semiconductor ecosystem.

INTERVIEW

Environment Team
LeeYong-JeTL

Semiconductors, which are rapidly increasing in
demand due to the development of the fourth
industry, require a large amount of chemicals
and water for production. This requires active
efforts to reduce usage as well as ensure proper
disposal of contaminants. SK hynix established
ECO 2022 Vision by reflecting on the characteris-
tics of manufacturing semiconductor products
rather than simply dealing with contaminants
and implementing regulations. In the future,
ECO 2022 Vision will serve as a compass for en-
vironmental affairs and contribute to achieving
happiness for stakeholders and local communi-
ties.

Pursuit of

@ Human & Environment:

Centered Values

-
i R (RPN W

Reducing
GHG Emissions

- Reduce GHG
emission by 40%
(compared to BAUY
in2016)

- SupportGHG
reduction projectsin
developing countries
(300,000tC0O,eq)

recycling rate

Recycling Wastes

- Achieve 95% waste

Increasingthe Creating
Use of Renewable aCleanCampus
Energy

- Achieve “RE 1002”
atoverseasoperating
facilities

- Produceanduse
renewable energyin
domesticfacilities

freeworkplace

- Declareadisposable-

Saving Water

- Recycle 20 million

tons of water peryear

- Enhance material

analysis system
and wastewater
treatment
technology

1) BAU(Business As Usual): total projected amount of emissions without any artificial measures to reduce greenhouse gas emissions
2) RE 100(Renewable Energy 100%): Use of 100% renewable energy

ECO Alliance

Participants

Activities

CorporateAlliance to Build
an Eco-friendly
Semiconductor Ecosystem

Strengthening \
social support to
create SV through

4 voluntary effortsin
B the semiconductor
' industry

“T

(including affiliates and subsidiaries)

- Voluntary participation offirst tier suppliers

- Strive for participation of second and third tier suppliers,

globalsuppliers,and IT partnersin the future

- Each company establishes mid-to long-term goals(3 years or more)

toimprove environmentalimpact

- Participants pursuejoint activities to achieve goals

-Sharetechnological expertise/know-how

- Promotejointenvironmental protection initiatives, etc.
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8 7. 3 tenthousand Nmi

BB . 2]  Amountofnatural gasusedin Chongging campus

1 5 8.79r<zo eq

Amount of greenhouse gases decrease in Chongging campus

|88t hS-3 2 471 A

st A i) 20 3 | cqElE FACE THCRE

RS
M15 WENEE e84

2022 ECO Vision

Reducing
GHG Emissions

We are committed to managing our greenhouse gas
emissions to minimize environmental impact. Since
2015 when designated as a subject to emission credits,
SK hynix has monitored and managed our greenhouse
gas emissions through our Emissions Trading Scheme
TF and four working groups including internal reduction,
emission trading, emission calculation, and external
reduction. As a result, we achieved the GHG Emissions
Trading Scheme Target and joined the Hall of Fame
selected by the Carbon Disclosure Project(CDP) Korean
Committee for six consecutive years while maintaining
our competitive edge by reducing emission risks. With
the aim to reduce 190,000 tCO,eq in 2019, we are working
toimprove the processing efficiency of the POU(Point On
Unit) Scrubber PFC while developing new GHG emission
reduction projects.

At our Chongging campus, SK hynix has managed GHG
emissions to ensure full compliance with government
regulations. To reduce GHG emissions in 2018, we
installed two additional small-sized furnaces(4tons/
h, 2tons/h), saving 73,516Nm3 of natural gases and
158.79tC0O,eq. Our plan is to save 613MWh of electricity
per year and reduce internal noise by upgrading the air
blowers at the water treatment facilities. In addition, we
will analyze our energy consumption and GHG emissions
on a monthly basis while exploring new ways to save en-
ergy to meet our 2019 GHG reduction target.
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Zero Waste to Landfill 9154 40941 1

Y
2009, 02,19, SKNR% & SUPEX Center ‘

PASS Development
96% _p——— 65% 70%
Existing = D = C[D\
Method H ol H
SKhynix Sulfuricacid WWT
waste

e Gma - F - - |3

Recycling Wastes

Going for Zero Waste Worksites

With a growing interest in waste management, there
is an increasing emphasis on waste reduction mea-
sures. SK hynix became the first Korean company
and 14™ in the world to obtain the Zero Waste to
Landfill Silver validation certified by ULY in 2019.
We are committed to minimizing waste production
through maximizing recycling of resources as part of
our efforts to reduce our environmental impact. We
plan to include Wuxi and Chongging campus into
our waste management system to turn “wastes into
resources”.

1) UL: Underwriters Laboratories

Sulfuricacid Pretreatment  Productionof Commercialization
waste (evaporation,  coagulants of PASS
purification)
Expanding Waste Heat Recycling System
Energy Saving Project Before After Annual Performance

Expansion of M10A Cooling Water Waste Heat Recovery Saved
System Savethe cost of 4 O O Otons
(completedin Dec.2018) Usedalarge steam energy !
volume of steam used toincrease of steam
duetoanincrease f§ thetemperature
L . in hotwater of waterfor Saves
Optimization of M14 Ph-1 Cooling Water Waste Heat consumption outdoor air
Recovery System handlingunits 7 01 2tons
(Tobecompletedin Sep.2019) ! of steam
Installation of WSS(Water Shower System, Achemical Reducetheuse Saved

to remove water-soluble gas) for the control of Clean Room
AMCs(Airborne Molecular Contaminations)
(completedin Dec.2018)

filteris required
forremoval of
contamination

of steamwith

humidification of
WSS

103,00 7tons

of steam

Reduced

6 O OtCOzeq

Saved

KRW 2 1 Omillion

in energy cost

Reduced

1 ,OO OtCO,eq

Saved

KRW 370mMion

in energy cost

Reduced

1 3, 685 .QtCOzeq

Improving the Waste Treatment Process

In 2018, the regulatory requirements on waste man-
agement became more stringent under the govern-
ment's Comprehensive Waste Management Policy
and the Framework Act on Resource Circulation.
The growth in semiconductor production increases
the generation of waste sulfuric acid, and recently
our generation record also shows a rising trend.
Furthermore, there is a growing concern about the
waste sulfuric acid emission as the market for waste
sulfuric acid recycling has reached its limit. To over-
come this situation and minimize the environmental
impact, SK hynix is working on improving our waste
treatment process.

As part of our effort to improve the waste treat-
ment process, we supported the development of
wastewater treatment coagulants that use waste
sulfuric acid to build a resource circulation chain and
developed PASS(Poly Aluminum Sulfate Silicate), a
new water treatment agent for replacing the existing
wastewater treatment plant coagulant PAC(Poly Alu-
minum Chloride). PASS is easier to neutralize due to
its wide pH application range and lower Cl(Chlorine)
emission compared to PAC. At present, the waste
sulfuric acid concentration and PASS Pilot design is
complete while the lab tests for PASS and biotoxicity
are in progress. SK hynix will continue our research
efforts to reach zero waste at our workplaces.
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Increasing Renewable Energy ﬂ)

SK hynix built renewable energy generation facilities at our complex.
In 2018, with two new small-size hydro generators that use the water
discharged from the wastewater treatment plant, we are able to gener-

ate 22KWh of electricity per hour on average and 193MWh annually.
641KWh photovoltaic generators with an annual capacity of 815MWh KRW 81 million
L_J;

are expected to be completed in 2019, which will allow us to save KRW
81 million peryearin costs.

Costreduction viasolarfacilities

Creating Clean Campus =

o/

SK hynix is conducting “small social value(SV) practice”
to solve social problems that occur around them. To re-
duce the amount of waste generated by the campus, we
use disposable or new multi-luxury products or even re-
placeable products. We use brown bags instead of plastic
bags forrecycling.

We also run the “Green Tray” system, a dedicated table
for those who want to eat small amounts, to reduce food
waste so that they can choose their own meals. In 2019,
all members will work together to conduct campaign ac-
tivities to increase the separation collection rate of living
waste and reduce the total amount of emissions.
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Measuring
Social Value

Water Resource Management C
\

Due to the nature of the semiconductor industry and a growing product
demand, risk management on water consumption, wastewater treat-
ment, and total amount of increasing contaminant became an integral
part of business management. To this end, we established an efficient
water resource management plan through RTDBY-assessed informa-
tion while ensuring a stable operation of supply facilities. A corporate-
wide TF was organized to reduce wastewater and improve recyclability
with the aim to recycle 62,000 tons of water. In addition, we plan to se-
cure supply of water through operation of water collection/purification
plantand partnership with K-water while reducing water consumption
through continuous efforts to increase recycling and reuse by organiz-
ingrelevant TF.

1) RTDB(Real Time Database)

OVERVIEW SUSTAINABILITY PERFORMANCE

APPENDIX

Sustainability
Strategy

Wastewater Recycling
Management Target

by 2022

- Recycle

62,000 cchvie

- Increaserecyclability by

4 O 0% (comparedto2017)

Promise & Activities

Strategic
commitment

Reduction of Water Consumption

Considering that manufacturing semiconductors
requires a significant amount of water, resource
management is a key part of our efforts to improve
environmental impact. At our Icheon campus, we
organized a TF to reduce water consumption and
wastewater discharge during the production pro-
cess at air pollution prevention facilities, and air-
conditioning facilities which require a large amount
of water. The TF has made progress reducing the un-
necessary use of water in the manufacturing process
since 2018, and with stricter requirements, plans to
recycle about 40,000 tons of waste water to reduce
water consumption of all parts of the operation in
2019. By doing so, we expect to stabilize our water
and wastewater infrastructure operation, and our
production line while optimizing our operational
basis.

The Wuxi campus is monitoring its water resource
supply in response to the water shortage risk in ad-
dition to stabilizing the water supply in the manufac-
turing process. Furthermore, since we entered into
a partnership with Deobausa on the reused water
recycling in 2008, we have increased our water-
recycling rate. In 2018, we used 10,700 tons of reused
water per day due to the increased operation of C2F

at Plant 2 of the Wuxi campus. In the future, we are
going to further reduce our wastewater production
by increasing the scope of reuse in addition to secur-
ingthe water supply.

Wastewater Reduction

The Chongging campus systemically manages
wastewater through water quality refinement and
unit level management. The WWT Environmental
Analysis Office conducts self-assessment of 5 items
at 10 different locations twice a day. Based on the
wastewater quality standards, we analyze the output
and wastewater production while managing the
amount of chemical consumption at the unit level. In
2019, we will reduce the Suspended Solids internal
target from 100mg/L to 20mg/L for wastewater pro-
duction. In addition, real-time monitoring of water
quality will be carried out for immediate response
while optimizing the chemical usage based on the
tests conducted by the analysis lab on a regular ba-
sis. In 2018, we managed to save CHY 36 thousand
in wastewater treatment cost compared to 2017. In
2019, we are going to improve the Suspended Solids
concentration level of wastewater quality through
PAC quality improvement in the condition that the
cost of the unit level treatment remains at the cur-
rent level.
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Measuring
Social Value

ECO Alliance

Stren%thening corporatealliance
to build a strong eco-friendly

semiconductor ecosystem

Eco-friendly semiconductor ecosystem with suppliers

SK hynix will achieve our company’s environmental goal of “2022 ECO
Vision” as well as create an eco-friendly semiconductor ecosystem with
suppliers. Suppliers that wish to participate in the ECO Alliance are to
build a mid to long-term environmental goal such as our “2022 ECO
Vision” and drive towards that goal of their own volition. To achieve
this, SK hynix helps suppliers to improve the skills and abilities of their
environment-related workforce and analyze the demands of global
companies, NGOs and other organizations so that suppliers can pro-
actively create social value in the environment field. Furthermore, we
will not only focus on our own company, but also share the know-how
of environment-friendly technology with suppliers in the ECO Alliance,
create and drive a joint vision and environment goals for ECO Alliance to
be the leader in building an eco-friendly semiconductor ecosystem.

A
Supplier

Participate in Supports setting:-pursuing
Alliance environmental goals

B E
Supplier Q SK hynix % Supplier
2022

ECO Vision

Supplier Supplier

OVERVIEW SUSTAINABILITY PERFORMANCE APPENDIX
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- Sharing the status of environmental
goalsimplemented by companies

- Sharingthe latestissues related to
environmental regulations

- Training related to SHE, additional
consulting, etc.

o
Promotion of Joint
Environmental Goals

— |

- Establishingandimplementing

common vision and environmental
goalsfortheAlliance

- Promotingsocialvalue creation

activitiesinthe environment sector
linked with suppliers

[

E%ﬂ ECO
Conference

O

- AnnouncingAlliance Performance
- Announcing best practices by

technology, know-how and suppliers
regarding environment

Guide for Environmental Goals

* 30 Companies Participated @

An alliance of semiconductor-related companies for
the establishment of eco-friendly semiconductor ecosystem

Guides to establish mid- to long-term environmental goals
in each sector

1\

Category Key Points

Usingrenewable energy Introduction of renewable energy

Reduce emission and sell low-carbon
certified products

Reducing GHG emissions

Savingenergy Save energy and produce energy-efficient

products

Saving water Reduce water consumption and obtain water

footprint certifications

Reducing wastewater Reduce the production of wastewater

Reducing general wastes Reduce general waste outputand increase

recyclingrate

Reducingdesignated wastes  Reduce designated waste outputand
increaserecyclingrate

Developing eco-friendly Produce energy-efficient low-power
products products

* Establishment of one or more goals required

Participation target Main activities

Establishment and implement
of mid- to long-term goals(more

SK hynix and its suppliers than three years) to reduce

the impact of each company’s
environment

9

Future expansion to secondary ECOAlliance JointActivities
and global partners, - Sharing of eco-friendly
customers, technology and expertise
andITindustries - Jointresponseto environmental
laws and regulations
- Developmentand
implementation of DBL Biz.in
environmental areas
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Social Value Strategy

STRATEGIC COMMITMENT 2

Supply Chain Sustainability
Management

Management Approach

Building strong partnerships with suppliers is
an integral part of improving cost efficiency and
competitiveness. We are held responsible when
our suppliers produce substandard products or
violate human rights, which may have negative
impacts on our corporate value and reputation.
Thus, the relationship with our suppliers goes
beyond the customers and providersinto a part-
nership for mutual success.

Principle & Strategy

In order to create social value, it is important to
integrate social responsibility throughout the
supply chain. SK hynix is committed to building
a healthy ecosystem for our suppliers based on
strong partnerships by monitoring their envi-
ronment, safety and labor practice and helping
them make necessary improvement.

INTERVIEW

SVInfra Support Center
LeeWon-KyunTL

Safety, environment and health sectors within the
industry cannot be overemphasized, as workers are
constantly exposed to the risks of work accidents
and occupational diseases. It is especially regret-
table to find small business workers working in poor
conditions without proper protective gear, or safety
standards not being observed due to lack of aware-
ness of regulations and proper working guidelines.
To address this problem, the Center for Working
Environment Health provides free industrial health
support services to SK hynix suppliers and disad-
vantaged communities. As this is the first time SK
hynix has operated this center, there is considerable
pressure and expectations to meet a high level of
outside interest. However, as a leading role model in
industrial health cooperating with other companies
and government agencies, we will continue to work
hard to create a safe working environment for the
company, suppliers, companies, and communities.

Strategic
commitment

Amplifying Supply Chain Sustainability Management

SK hynix is maintaining a healthy ecosystem for more than 700 suppliers based on win-win strategic part-
nerships as we provide support for sustainable operation and growth as well as manage risks in our sup-
ply chain by disseminating sustainable practices. In 2019, we will implement “SV Partner Consulting” to
further strengthen our support for sustainable practice.

H Building a sustainable ¥
and safe ecosystem

=

e

Management Consulting

FAVAY
A9

SHE Audit

SV Partnership Consulting

T
| | |

NEW social Value Project

=]
285

Sharing Hope for Youth

ESG Consulting Center for Working

EnvironmentHealth

- Risksensingon BP’sworkplace - Arecruitment program that

inthe ESG areas securesexcellent talentfor suppliers - Medical supportand consultation
- Supporting/proposingsolutions andsimultaneously solves forsuppliersand disadvantaged
by risk theyouth unemploymentissue communities
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ESG Consulting

SK hynix reviews the potential workforce, human rights and SHE riskin the supply
network to recommend solutions by risk to the according supplier. In 2019, SK
hynix will conduct ESG surveys targeting suppliers that are involved in business
transactions with us to provide consulting services to suppliers who show high
risk in the survey. We anticipate that this will not only solve the potential risk of
suppliers and improve their level of regulatory compliance, but also raise suppli-
ers’ awareness of ESG. SK hynix is aiming for suppliers to internalize ESG through

its own abilities.

CASE. Environmental Consulting for Suppliers of Wuxi campus

In Wuxi, we provide an environmental consulting service for small suppliers
having difficulties managing their environmental practice in cooperation
with the Chinese government. We provided resources and expertise for

environmental management to help them with permit/license acquisition,
facilities investment, and compliance with environmental laws and regula-
tions. Through these efforts, we improved their commitment to reduce envi-
ronmental impacts around their workplace and the local environment while
strengthening partnerships with the government and suppliers and building
a strong corporate reputation. In the second half of 2018, we provided con-
sultation for five companies and plan to increase it to sixteen companies in

2019.

Process

MBI 23] Kick

i il T R AN AT

ESG Survey
(ESG, Environmental, Social & Governance)

Constructssuppliersto self-evaluate through customer
requirements and domestic and international regulations
- Items: personnel composition of suppliers, administrative
disposition related to violation of the law, labor and SHE field
- Identifying suppliers with a high ESG risk through survey
analysis and providing consultation

ESG Consulting

Process: Documents reviews — Interviews with workers and
managersin charge = On-sitevalidations

- Areas: Laborand ethics (working hours, discrimination,

respect foremployees and practicing ethics etc.),
SHE(emergency training, work environment and chemical
management, etc.)

N Improvement Planning,
Monitoring and Validation

Sharingfeedbackwith suppliers for continuous risk
managementandimprovement, including detailed
improvement measures.

- Incaseof critical findings, revisiting the concerned suppliers
tofind additional measuresto reduce or eliminate them

- Setting futureimprovement goals based on validation results

Sharing Hope for Youth RO

1INy

SK hynix runs Sharing Hope for Youth, a collabora-
tive practical talent cultivation program that offers
practical semiconductor training to applicants and
provides internships and employment for outstand-
ing suppliers in order to resolve youth unemploy-
ment and alleviate the labor shortage in small and
medium companies. We select subjects for training
and internship from applicants aged 34 or under
through resume evaluation, online aptitude testing
and interviews. In 2018, 179 out of 1,200 personnel
received training. All applicants were interviewed
at their desired company and were given internship
opportunities. A total of 76 trainees succeeded in
full-time employment. Selected subjects not only re-
ceived practical semiconductor training from work-
ersin the industry but also gained internship and
employment opportunities. We plan to select 250
trainees for our second term and we will do our best
to build the groundwork to improve competitiveness
of the semiconductor ecosystem.

SK hynix “Sharing Hope for Youth”


https://www.youtube.com/watch?v=fF0NQOZtGTg

SK hynix Sustainability Report 2019

Center for Workin
Environment Health

To improve health and safety standards for em-
ployees of our suppliers and small local compa-
nies in Cheongju, we established the “Center for
Working Environment Health” in 2019. Various
SHE(Safety, Health and Environment) support
programs will be carried out for suppliers in the
semiconductor industry, including one-on-one
health consulting, safety and health training,
industrial disaster consulting, and workplace
improvement. They are also expected to serve
the public good by providing on-site medical
service, sharing information about industrial
disasters and disease prevention, and building
public and private network in local communi-
ties. SK hynix will continue to make our society
and workplace healthier and safer through the
Center for Working Environment Health.

Center for Working Environment Health Programs

OVERVIEW SUSTAINABILITY PERFORMANCE APPENDIX 1oy
Measuring Sustainability Our Strategic
Social Value Promise & Activities commitment

Counseling on occupational diseases and
healthissues

Counselingon prevention of
musculoskeletal diseases

Counseling on prevention of
cerebral and cardiovascular diseases

]

Counselingon
jobstress

Counselingonjob(working)
environment

- Counselingon prevention of occupational
diseasesand job-related healthissues

- Counseling on post-examination measures based
on general and special health checkup

- Examination of musculoskeletal symptoms
- Testand counselingon work posture

+ Provide customized exercise programs

- Provide rehabilitation programs before/after

returning to work

- Testand counselingontherisk of cerebraland

cardiovascular diseases

- Operational supportfor health programs at

workplace

- Health promotion programs for nutrition and

cessation of smokingand drinking

- Testand counselingon job stress

- Personal counselingon emotional health

- Counselingoninterpersonal relationship and
coworkers

- Personal counseling on personality and
adaptation

- Psychoanalysisand counseling oninterpretation

- Group programs for self-development, etc.

- Guidance onthe Occupational Safety and Health

Act and related information

- Counseling forimprovement of work environment

and chemical control

- Counselingon MSDS (Material Safety Data Sheet)
- PPE(Personal Protective Equipment) trainingand

practice
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Measuring : Sustainability
Social Value H Strategy

STRATEGIC COMMITMENT 3

Glocal Social Contribution

Management Approach

SK hynix recognizes that maintaining close com-
munication with our society and solving social
issues are a key part of our business. As semi-
conductors play a central role in improving the
quality of our lives, we bear the responsibility to
build a healthy ecosystem that we give back to
society. From this perspective, social contribu-
tion is a way to create social values and a chan-
nelto communicate with society.

Principle & Strategy

In order to make local communities a better
place to live, we engage in various social contri-
bution activities, keeping both donors and ben-
eficiaries satisfied. Furthermore, we are continu-
ously making improvements by quantifying and
measuring our performance to generate better
social values. Our primary goal is to maximize
social values through sustainability programs
tailored to the needs of local communities while
solving social issues through innovation and ICT.

INTERVIEW

Wuxi Sustainability Management Team
Son Je-Duk TL

We are committed to grow alongside with
society in social values, structures and social
contributions. | believe it is our responsibility to
empower responsible corporate’s movement.
Happiness is like sprinkling perfume. Now, | will
take the lead in implementing global social con-
tributions as if | would sprinkle perfume so that
everyone can smell it. We will plant the seeds
of happiness together to provide happiness to
those who need help, and grow up with the com-
munity and expand the infrastructure of society.

Promise & Activities

Strategic
commitment

Creating Values for Local Communities

Mutual Growth with
Local Communities

@
&

Solving Social Issues
Innovative solutions utilizing ICT

- Improvingthe quality of life of senior

citizenslivingalone through
“Silver Friend”

- CreatingCT-based senior

»

communitieswith “ICT Sarangbang’

- Preventing missing senior citizens

with dementia with “Happy GPS”

Sharing our success

and creatingvalues
for local communities

Happiness of
Donors & Beneficiaries

?

NEW Social Value Projects

Customized CSRfor Local Needs
Social contribution programs to
solvesocialissues at global business
sites

- Building hospitals and schools
- HAPPY-MORE(HAPPY-MORE INC.)V

./,
my

Creating
SocialValues

P
W

Happiness Sharing
Fund/Volunteer Group
Buildinga platform for
communication, trust building,
andtalentsharing

- Heinstein /Happy ICT Zone
- CareerMentoring Program called

Happy Dreaming

1) To provide stable jobs for disabled, SK hynix set up a subsidiary-type standardized social enterprise in October 2017.

HAPPY-MORE manufactures and cleans dust-free garment and carries out work related to materials for clean rooms.
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Solving Social Problems

“Silver Friend”, Improving the Quality of Life of Senior Citizens

As we enter into the super-aged society, the rapid growth of elderly
population has resulted in an increasing social problems related to the
senior citizens. To support social welfare for them, SK hynix has been
increasing ICT-based social contribution programs. “Silver Friend” is a
program through which we provide Al speakers and loT products for

seniors, and social welfare workers can check the seniors’ health condi- 2 O O O Helping People with Dementia and Developmental Disability with “Happy GPS”.
tions for effective management. In 2019, we established “Silver Friend @ A growing number of patients suffering memory loss and missing cases has caused difficulties of their
Doran Doran” to ensure prompt responses to emergency situations N henumberofseniorcitizens family members and has increased social expense. To resolve this issue, SK hynix developed “Tracking De-
and to build a database of their daily activities and patterns to provide shoeederencs vice for Missing Persons - Happy GPS” based on our memory business. The devices were provided to more
customized welfare services. By the first half of 2019, 2,000 units were than 6,000 dementia patients in 2017 and 10,000 patients by 2018. All of the 135 people using the device
distributed in communities where our business sites and affiliates are (o) who went missing were found and came back safely, and the average time to find a missing person was
located. SK hynix will continue to improve the quality of life for the el- wo 1 O OOO dramatically reduced from 12 hours to 1 hour, contributing to the operation of finding missing people.
derly and solve problems of aging populations. The number of senior citizens
with “Happy GPS”
“Doran Doran” Service ICT-based Senior Community “ICT Sarangbang”

@ Home life data e.g. music,
TVand lighting

@ Ensuring the safety of
senior citizens

3 Emergency Signal

We plan to build the ICT-based senior community, “ICT Sarangbang” where we help seniors by improving the quality of living,
providing health management, and creatingjobs.

Promoting a “silver community center” to support ITC-based community for senior citizens

R
M SILVER FRIEND CD 1\
Al =) ) .
Garifter H1 II “ General Support Urban Regeneration by Remodeling
citizens Center for senior . X .
citizens Social Network Silver Care Job Creation
- N - Support forcommunity activities - Improve basic physical strength - Expansion of jobs for senior citizens
/Biase‘dAon the “Doran Doran” Data (Silver Friend Classroom, Singing and provide health checks (Happy School uniform, Silver Cafe)
@ Visitand phone calls by life Room, etc.) - Dementia prevention class - Support forjob counseling
__Mmanagers o - Mitigate the gap between generations ~ (usingrobots)
@ Employee volunteer activities (e.g. movies, high-tech games, etc.)
(3 Emergency response
Infrastructure
Shuttle bus operation for reclusive Self-Careand entry Create aclean environment based on

Dreaming of the world of living together(“Happy GPS”) elderly livingalone managementsystem afeedback system


https://www.youtube.com/watch?v=lK8lINxFX5o
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Customized CSR for Local Needs

Creating SocialValues by Building Shared Infrastructure

Fulfilling Social Responsibility as We Grow

Happy Bus

At our business sites in China, we operate “Happy Bus,” a mobile
medical clinic for low-income populations, senior citizens and
people with disabilities. The bus is equipped with cutting-edge
medical facilities, and runs 2-3 times a week to provide free medi-
cal services based on the partnership with medical professionals.
In 2018, we provided KRW 400 million worth of medical services to
thevulnerable group.

Building a Medical Complex

We are building a “Health & Wellness Center” to provide medical
services, with a focus on providing necessary medical support for
local communities of our business sites in China. The facilities will
be equipped with the latest medical technology and systems as
well as qualified professionals, and ultimately serve as a future-
oriented medical complex that encompasses education, research
and innovation. It will establish a research ecosystem combining
medical technology and clinics that can provide quality medical
services and improve the quality of life.

Establishing Educational Infrastructure

In response to the increasing needs for high-quality education
from our employees and the local communities for their children,
SK hynix has been working to establish a prestigious private school
targeting to open in September 2021. It is part of our CSR efforts to
develop talentsand contribute to the local economy in a long term.

Sharing Know-how in Environment and Safety

Expanding Fire Safety Education

SHE Experience Center provides fire safety training for local resi-
dents in our business sites in China. The program includes preven-
tion of fire hazards, evacuation drills and safety trainings. By doing
S0, it raised the awareness of fire-fighting safety and improved our
corporate reputation as a safety driven company.

In cooperation with local fire departments in China, we provide
inspections of fire-fighting facilities, evacuation trainings and fire
safety experience programs for local elementary schools. With
these efforts, we raised awareness of fire safety for children and
replaced obsolete or outdated facilities and equipment.

Performance

4'5 OO people/year

“Happy Bus” Free Mobile Medical Service Project
Vulnerable groups

@ 6,800........

Wuxi Philanthropic Support Insurance-Adolescent Support Project
Adolescents &guardians

1 800 people/year

“SK L\g htof Hope” Cataract Surgery Project Beneficiaries

3 OO people/year

r “Happy Home” Elderly Welfare Project Beneficiaries
(over60years of age)

@i 2606h\ldremn poverty/year

“Philanthropy” Youth Education Project Beneficiaries
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Happiness Sharing Volunteer Group

(Q Q. Happy Plus Silver “Happy Volunteer Junior
roﬁ% Nutritious Meal Friend Dreaming” Career  Activities Engineering Class
] |

Mentoring forthe Local
Total 5'088awplo; ees

— ?_ Cor;lr%ties _;-:}j{ 3
T & 8 £ H
@ 862 employees
1 8,897h0ur

59 employees 122employees  3,967employees  78employees

3,351.5hours 280.55hours 1,342 hours 13,621 hours 301.5hours

Promise & Activities

Strategic
commitment

Happiness Sharing Fund - Volunteer Group

Happiness Sharing Fund

With voluntary participation from our employ-
ees and matching grant program, SK hynix cre-
ated Happiness Sharing Fund to donate goods
to children and elderly people from vulnerable
groups in Icheon and Cheongju and to organize
various volunteer activities. The fund is entrust-
ed to the Community Chest of Korea in Gyeonggi
and Chungbuk for transparent management.
Every year, the Happiness Sharing Fund Work-
shop and Meeting is held for business planning
and performance review. KRW 18.5 billion has
been raised from 2011 to 2018 and it will be
used for various projects for vulnerable groups
in the community. At our Chongging campus,
the “Aeshim” fund raised by our employees was
donated to employees in financial difficulties
and those who suffered from accidents. A total
of CHY 253 thousand was raised with donations
from 1,269 employees as of February 2019.

Happiness Sharing Volunteer Group

In addition to volunteering at welfare facilities,
“Happiness Sharing Volunteer Group” engages
in “Silver Friend Volunteering” and “Happy
Dreaming Career Mentoring,” where our employ-
ees use their talents to create social values. In
2018, 5,088 employees of 96 teams spent 18,897
hours on volunteer activities. The employees
can volunteer during work hours with subsidies
fortransportation and expenses.

“Heinstein,” Educating Future Science Talents
“Heinstein” is a talent development program
for children and youths in local areas in Korea
with poor educational infrastructure. Every year,
we support for coding education for more than
1,000 students, and about ten contest winners
are granted overseas tours. In 2018, they partici-
pated in the Maker Fairin Taiwan.
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STRATEGIC COMMITMENT 4
Diversity and Inclusion Culture
Management Approach Diversity and Inclusion
With rapid globalization, diversity and inclusive- Culture
ness in workplaces play a major role when it Diversity
. . . & Inclusion
comes to sustainable business practices. The .
values of individual employees form a organiza-
tional culture while the creative and collabora- =Y
tive workplace environment promotes innova- Growth Design Team / \
: A |
tionand growth. ChoiJi-EunTL . !
0
00 (oo
Principle & Strategy ﬂ@[ qzr ﬂ mlib
SK hynix respects human rights and labor stan- Many members of SK hynix are collaborating to produce one semiconductor Il
o ‘ ' ith product. SK hynix is definitely a company that needs to deal with diversity, Foundation for Cultural Awareness System&

dards while ensuring compliance with local : : Cultural Diversity Activities Programs

regulations in the regions where we operate our
business. We also support individual freedom
and human rights of our employees and respect
their diversity. We respect their personal life and
make sure that they maintain a healthy balance
between their personal values and work perfor-
mance.

selvesin.

and inclusion is more important than in any other company. When diverse
members speak out and play their part, they can make smart decisions and
be competitive and continue to grow. To this end, SK hynix is gradually pre-
paring to identify and improve its current level of diversity and inclusion. We
will continue to develop a more inclusive organizational culture and create
aworking environment in which diverse people can happily immerse them-

Foundation for Cultural Diversity

Diversity & Inclusion Center will be established to strengthen the
culturaland institutional environment so that all members can live
in an equal manner based on gender, race, nationality, religion,
etc. By doing so, SK hynix will introduce an organizational culture
in which its members can work fairly without discrimination. To
this end, we will establish direction and strategy of the center and
set the business direction. Because diversity and inclusive culture
requires a lot of thought and efforts from all members, SK hynix

took a survey for all office workers and in-depth interview with in-
dividuals from different division, age, gender and background. The
result will be used to analyze the attitudes and perceptions of our
emplyees along with the best practices of diversity, inclusion sys-
tem and human resource process of advanced companies. Based
on the basic data survey, the company will plan systems and
programs that include diversity and inclusion of organizational
culturein SKhynix’s strategy and implement them next year.

- Research and Analyze cases
to promote diversity

- Campaign and eventfor
employees

- Surveyemployees’

acceptancetocultural
diversity

- Lectureonleadership

for creating diversity and
inclusion culture

- Hostforums for gender

equalityjoined by
bothmaleand female
employees

Assessment process of cultural diversity and inclusion

- Declare guarantee of

diversity acceptance
andimprove the system
forthe prevention of
discrimination

- Develop program to create

afemale-friendly work
environment

- Manage manualsand

processes forhandling
sexual harassment

QuantitativeSurvey ~ —>

- Developmentof
questionnairesin 15
areas, includingthe scale
ofinclusion, diversity
awareness, etc.

- Utilize statistical
techniques andidentify
therelationshipand
influencefactors between
organizational culture
diversity variables

In-depth Interview

- Analyze member

experience not captured
inquantitative survey
with context, intent,and
meaning

- Professionalinterpretation

of member’sfield
experience

-

- Benchmark cases of major
domesticand foreign
companiesand establish
measures tointroduce
themin-house
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Environment

Focus on SHE(Safety,
Health and Environment)
management to minimize
impact on environment and
safety through sustainable
operation of workplace in
the value chain.

- Sustainable

GHG emissions management

Reduced by

1 5% (Scope 1)

Reduced by

1 3 % (Scope?2)

(Based on intensity compared to2017)

Society

Respect social and
environmental values to
drive sustainable growth
with our employees,
suppliers, and

local communities.

- Distribution of

economic performance

Increased by
39%

(Based on the intensity compared to 2017)

Governance

Ensure ethical and legal
compliance and fair
practice through efficient
and transparent BoD,
operation and sustainable
governance.

- Board meeting attendance by

independent directors

Increased by

100%
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Society

Governance

ENVIRONMENT | SHE Management

SK hynix’s Approach to SHE Management

SK hynix is committed to reducing risks related to SHE(Safety, Health and Environment)
in our business operations. To this end, we have taken a proactive approach in
responding to stakeholders’ demand for environmental protection and safety while
complying with local regulations in the regions we operate our business.

In order to minimize our impact on the environment, we are creating a healthy ecosystem
through innovation of pollutant processing technology and resource recycling
while reducing GHG emissions and waste production. In addition,
we have promoted safe culture programs for our employees and the supply chain with
the aim to create a “Risk-Free Workplace”.

SHE Management System

SHE Organization
To take a systemic approach to SHE management, we have SHE Management Committee and SHE Advi-
sory Committee.

SHE Management Committee Organization SHE Advisory Committee Organization

Advisory &
Execution
Committee?

SHE
|

Communi-

CEO CEO

Manu- Communication

cation & facturing RE&D €IS business Finance/ & Manufacturing Finance/ Corporate
External Procurement . Technology Procurement Cultural
. Technology External Affairs
Affairs
CcsM Site Corporate ] Corporate
. P&T P Procurement . Strategy & Procurement
Promotion  Management Cultural Promotion i
Planning
Technology e gﬁgfgratz 1) Composed of 6 outside experts
Safety 8y

Planning

SHE Management Committee SHE Management Committee is a decision-making body organized to ensure that

our SHE strategy is delivered to the field-level in a prompt top-down manner. SHE Management Committee is to
help top level management make strategic decisions considering SHE related issues and to empower SHE leader-
ship and its execution through meetings on a monthly basis.

SHE Advisory Committee SHE Advisory Committee is to acquire technical expertise from academics and agen-

cies outside of our company, and also serves as a communication channel with stakeholders. The technological
expertise secured through quarterly meetings is used to build trust on our SHE activities and minimize SHE related
risks.

AGlobal Environment Management System

We have established an environmental management system based on ISO 14001 (International Stan-
dardization Organization Environment Management System) in response to demands from interna-
tional agreements, governments, and customers. We have established a set of management policies
for chemical control, pollutant emission, waste treatment and energy while conducting reviews of our
compliance with the requirements every quarter and SHE internal reviews twice a year. We also organize
regular training programs to raise our employees’ awareness.

Environment Management System Certifications

Certification Icheon Cheongju Wuxi Chongging
1SO14001 2018.02.08~ 2018.02.08~ 2019.01.18~ 2018.08.15~
2020.01.30 2020.01.30 2022.01.18 2021.08.14

Expansion of Investmentin SHE

We have continuously increased our investment in SHE. In 2018, we established “Korea Safety Health
Environment Foundation” to nurture SHE experts and leaders, with the budget of KRW 35 billion over the
next 10 years. Our aim is to build an independent organization to draw and educate talents in SHE area
through scholarship programs, research activities to develop solutions for SHE-related issues and joint
support and collaboration projects with our stakeholders including local communities, academics, and
industries.
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Green Management

SK hynix set “2020 ECO Vision” with the aim to build eco-friendly production facilities. Strategic goals
were established in three areas and we are engaging in various activities to reduce our environmental
impact and maximize the recycling of resources while monitoring the entire process of electricity, GHG
emission and waste.

Vision Pursuit of Human & Environment-Centered Values

7

Manage water quality for a healthy ecosystem at the highest level
Secure the highest level of environmental technology to promote resource recycling
Establish a system to promote cooperation with stakeholders and contribute to national environmental protection

A A2 m
S

Mission

o

Environmental Technology Healthy Ecosystem Green Management

- Industry-first company to establish
anemission system

- Increaserecycling of waste heat
fromdischarged water

- Achievethe highest level of
wastewater recyclingin the
industry(62,000 tons)

- Achieve 95% recycling rate

- Registeritems approved for
resource recycling: 4EAintotal

- Reduce GHG emissions by
40% comparedto 2016

- Zerowaste to Landfill: Gold(98%)

- Firstcompany to get certified for
EUPEFY

- Strengthen SHE Consulting System

- Analyze - manage pollutants by
source

- Firstcompanyintheindustry
approved by the Integrated
Environmental Management
System

- Securethe highest level of
wastewater treatmenttechnology
intheindustry 1) EU PEF: EU Product Environment
Footprint

Energy Use Management

Energy Consumption Monitoring

Since 2012, SK hynix has run various energy-saving programs through corporate-wide TF and main-
tained ISO50001(Energy Management Systems) certification. Our energy management status, such as
consumption and reduction progress is under real-time monitoring through an energy portal according
to the 1ISO50001 Energy Monitoring(4.6.1 Monitoring, measurement and analysis) specifications. Based
on this data, energy consumption is projected and TF teams are assigned with specific goals. Also infor-

SUSTAINABILITY PERFORMANCE APPENDIX
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mation on energy consumption by production process, equipment and parts are fed back to the related
teams to develop better solutions for energy saving, so decisions for investments are made with priori-
ties based on the ROI, projected reduction amount against the target, feasibility, and urgency.

In the Wuxi campus, SK hynix controls the energy consumption of production facilities and systems. In
2018, we managed to save more than 813 MWh of electricity as the power supply of 63 facilities was shut
down when they were not in use, and the employees are encouraged to use stairs and turn off PCs and
lights at night.

Process Energy Saving

SK hynix has set energy management as top priority in all our business sites with the aim to achieve our
energy reduction targets. To this end, we improved our energy efficiency by optimizing and expanding
our systems and replacing outdated ones. At our Icheon campus, LED lights were installed in the new
buildings and existing lights were replaced by LEDs depending on their condition to save energy and im-
prove work efficiency. In 2018, 5,316 lamps were replaced saving 512.7MWh of electricity, and all lamps
will be replaced by LEDs in the future.

Energy Saving Performance by Site

Icheon & Cheongju Wuxi Chongging

@ Replaced lights with LED (@ Replaced lights with LED insite @ Installed small-size furnaces
Saved Saved morethan insmallareas

51 2.7 MWh of electricity 1 ,3 95MV\/h of electricity Sy

7 3 7 5 1 6 Nm3 of
(2 Replaced outdated freezerswith | (2 Optimized system operation natural gas(158.79 tCO.eq of GHG)
models with better efficiency Saved morethan

comparedto 2017
Saved 8 1 3 MWh of electricity

854.7 MWh of electricity
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Air Quality Management

Fine Dust Control

With growing concern for fine dust, we join our efforts for reduction under the 2022 ECO Vision. Since
2018, we have developed, tested and introduced new post-processing technology to improve efficiency
of facilities for reduction of Nitrogen Oxide and Ammonia, which are precursors for fine dust. By taking
a proactive approach to increasingly stringent emission limits, we managed to reduce our operational
risks. By 2022, SK hynix plans to invest KRW 120 billion to build air pollution prevention facilities at our
Icheon and Cheongju Campuses. SK hynix will actively support the environmental rights of citizens and
the government policies on fine dust and contribute to environmental protection through technological
innovation.

Reduction of Air Pollutants Emissions

Chongging campus ensures compliance with local laws and regulations as well as in-house waste dis-
posal procedures for the air quality management. Air pollutants emissions are subject to external inspec-
tions on a quarterly basis, and we achieved 100% compliance rate in 2018. Every year we identify and
update the source of air pollutants emissions and perform SHE qualification procedures on new equip-
ment as well as new chemical substances. We also review the possibility of replacing toxic substances
with low toxic ones to reduce volatile chemical substances and the concentration level of air pollutants.
In 2018, scrubbers and small furnaces were installed at our test facilities to reduce natural gas consump-
tion and air pollutants emissions. In 2019, we will continue to implement new measures to minimize the
use of natural gas and reduce pollutants.

2B 170
CHY thousand

;: Saved for natural gas consumption

509,000..

Reduced of air pollutants emissions
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Preservation of the Fresh Water Ecosystem

Our Icheon campus must meet strict emission standards as it is located in the water source conserva-
tion area. To meet the requirements, we keep the safety level for hazardous substances and monitor the
ecotoxicity with daphnia(water fleas). According to the ecotoxcity test in 2017 and 2018, our discharged
water had no impact on the ecosystem in the area. We are going to establish our own monitoring system
for regular and frequent tests to preserve the ecosystem in 2019. We will continue to take a preemptive
approach through impact analysis based on direct and indirect data collection and continuous environ-
mentalimpact monitoring.

Waste Management

SK hynix separates general and designated waste materials from the moment they are produced, and
disposes, sells and recycles each type of waste materials through professional service providers. At our
Icheon and Cheongju campuses, 278,361tons and 80,963tons of wastes were produced respectively, and
95% and 96.7% were recycled. To ensure proper disposal, we conducted a preliminary assessment and
environmental audit on 62 disposal service companies, and managed to reduce environmental impacts
worth KRW 633 million through on-site improvement in 29 cases.

In Chongging, we perform regular inspections of hazardous wastes and provide waste management
training for allemployees including those from our partner companies. We developed safety work proce-
dures for loading hazardous wastes and provided training for all workers. Furthermore, we conduct on-
site inspections and assessments when hiring and renewing contracts with disposal service providers.
Ourrecycling rate in 2018 was 90%, a 19%p increase from 2017.




SK hynix Sustainability Report 2019

OVERVIEW

SUSTAINABILITY PERFORMANCE APPENDIX

29

Environment
SHE Management

Chemical Hazards Management

Strengthening Chemical Hazards Management through Internal - External Communications

SK hynix organizes employee training programs to improve its chemical hazards management capabili-
ties and uses councils as an external communication channel to build trust with the local community.
For ouremployees, we provide information on hazardous chemical usage status and training on the safe
handling. We inform our employees about accidents while handling hazardous chemicals and about ac-
tions and procedures they should take to handle emergency situations through monthly newsletters.

In addition, we maintain close communication with our stakeholders through “Gyeonggi Province
Chemical Substance Council” composed of local governments and resident representatives of Gyeong-
gi-do and Icheon-si and chemical substance experts. At the council meeting, we share the current status
of chemical safety management, the scope of impact and emergency response plans in case of acci-
dents, such as evacuation and recovery process. Furthermore, we established the Small-Medium-Large
Chemical Safety Council with six companies located nearby. A cooperation system was set up to support
ajointresponse to emergency situations and exchange of plans to ensure compliance with the Chemical
Control Act between the sites. Since 2018, we have served as a Chair Company of “Council of Chemical
Safety Community in the Metropolitan Area,” facilitating communication and representing the council
when dealing with companies handling chemical substances near the Han River.

Society

Governance

Environmental Training and Certifications

Raising Environmental Awareness through Training

As part of its social value creation, SK hynix is improving the environmental aspects of our business sites.
In 2018, we provided trainings on waste disposal and regulations for 60 waste managers. In Chongging,
we conduct training to prevent environmental accidents and raise awareness for employees and suppli-
ersin line with local laws and regulations, and the internal SHE management training policy. In 2018, we
provided training on hazardous wastes for all employees of our company and in-house sub-contractors,
and training on stormwater management and water pollutants for the teams in charge of stormwater
managementin our company and in-house sub-contractors.

Environmental Training at Wuxi campus

Training Target Training Subjects Frequency
Allemployees Waste disposal procedures and systems Once/year
New employees Overview of wastewater/disposal/waste operations Asneeded
In-house sub-contractors Waste disposal procedures and systems Once/year

Environmental Certification 3 "
To oversee legal compliance and social responsibility at our business sites ;
in China, SK hynix conducts “Environmental Credit Assessment” by the o

government every year. The areas of assessment include pollution pre-

vention systems, environmental management, emissions by source, and
information disclosure. SK hynix Chongging campus received the highest
rating(Excellent Environmental Protection Company) in 2018.
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Safety & Health Management

Safety & Health Strategy

SK hynix is building human-centered safety and health system, and creating “Safety&Health Risk-Free
Workplace”. To continue our innovation and strengthen the foundation for our safety and health prac-
tices, we established a Safety & Health Policy and implemented mid- to long-term improvement plans.

Operation of the Occupational Safety & Health Committee

SK hynix operates the Occupational Safety and Health Committee, where both labor union and top
management conduct joint reviewing and decision-making to prevent risks and health problems of em-
ployees. The committee is composed of twenty members, consisting of ten members each from man-
agement and labor, including the chairman of the Labor Union as a representative of employees and
Safety & Health Director as a representative of the company. The committee is to discuss ways to make
industrial disaster prevention plans and areas to improve including medical check-ups of employees
and assessment of the working environment as well as preventive measures against risks and hazards.
SK hynix will continue to improve communication through the Occupational Safety and Health Commit-
tee asaway to closely cooperate between management and labor for better work environment.

Safety Management System Certifications

Certifications Icheon Cheongju Wuxi Chongging

1SO45001 OHSAS18001 —1S045001 transition to be reviewed 2019.01.18~2022.01.18
OHSAS18001 2018.01.06~2021.01.06  2018.01.06~2021.01.06  2018.08.15~2021.03.11
KOSHA18001 2018.11.07~2021.11.06  2018.11.16~2021.11.15

Establishing Safety Culture

Safety is one of the integral parts in most industries including the semiconductor, without which serious
disasters and substantial loss may occur. SK hynix has internalized safety culture, taking a systematic ap-
proach to preventing accidents. Since 2017, we have applied international safety rating systems and in-
troduced safety cultures of global top tier companies while assessing our safety and health systems and
workplace culture. To meet the needs to raise safety awareness for all employees including executives,
we perform assessments and consultations on a continuous basis.

Promoting Safety Culture in the Workplace

At our Wuxi campus, all employees signed the safety pledge as part of the Safety Pledge Signing cam-
paign in 2018. Through the company website, we promoted 43 weekly sessions of safety standards and
published Safety Guidebooks that introduced basic safety standards. A total of 2,300 guidebooks were
distributed to the employees of SK hynix and its suppliers. Safety campaign banners were installed on
our shuttle buses and at the entrances to our buildings, and safety training videos were shown, covering
emergency response plans and chemical storage instructions.

Promoting Safety Culture with the Local Community

In addition to the employees of our company and suppliers, SK hynix is promoting a safety culture in our
local communities. At the Icheon campus, we organized a fire safety awareness campaign with an MOU
we signed with local elementary schools to raise safety awareness and distributed fire extinguishers and
alarms as part of our fire safety programs. In the future, SK hynix plans to proceed the volunteer activities
of our staff members for fire safety training and practice, and support emergency training programs in
thefuture.
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Improving Workplace Safety

Emergency Response System & Trainings

SK hynix established an emergency response system to minimize damage in case of emergency. At each
workplace, monitoring is performed 24 hours a day by the ECT(Emergency Control Tower) to ensure
prompt initial response when emergency occurs while on-site response and communication are expe-
dite by the ERT(Emergency Response Team). The team also analyzes accidents and develops measures
to prevent them as part of the efforts to reduce risk factors. Depending on the emergency situations,
classified as fire, gas leakage, chemical spills, utility accidents, power failures, injuries, earthquakes and
floods, scenarios and emergency response procedures have been established.

In addition, each business site maintains and repairs emergency response equipment for each type of
accident and conducts regular emergency response training. Icheon campus organized and operated
G-ERT, a group specializing in evacuation guidance, to improve the evacuation environment. The evacu-
ation professional group G(General)-ERT conducted 1,034 internal evacuation drills and emergency situ-
ation response drills in 2018. Cheongju campus conducted 908 evacuation and response drills for each
department according to the site process risk assessment and scenario. In particular, we conducted a
total of 15 ‘Workplace Comprehensive Training’ expecting the worst-case scenario and conducted joint
emergency response training with our residential suppliers.

Emergency Response Process

Safety Simulation Drills

SK hynix conducts Safety Simulation Drills to prevent personal injuries and minimize property damages.
In 2018, we carried out Environmental Safety Simulation Drills 18 times and Electric System Emergency
Simulation Drills 192 times. We will continue to identify risk factors in all types of accidents and make
necessary improvements through these simulation drills.

Operation of S-Helper

Since 2018, SK hynix has operated the PSMY S-Helper program at each business site. The PSM S-Helper
program includes a manual training on eight work processes, identification of work performance on a
regular basis, guideline on future plan and improvement, skill-up for voluntary safety management, and
PDCA? promotion, and it is designed to identify the level of performance and improve daily work pro-
cess. At our Cheongju campus, we held regular on-site inspections by production facility for three times
and seminars on eight action items for new SHE managers for four times.

1) PSM: Process Safety Management
2) Plan, Do, Check, Act

Safety training performance of business sites in domestic

- S(Special)-ERT, F(FAB)-ERT

Dispatch
- Site Manager, Technology Immediately o Immediately | - Ifexternalsupportis required:
Safety Manager, SHE Manager | <———> Cegtratl Mogs'g’;'"g ¢ | firestation
- Safety Team Manager, ERT ystem(9999) - Affiliated member

- Industrial security(integrated
security/physical security)

Communicate with
relevant departments
onthesituation

SiteManager Communication &
Internal Technology Safety Manager (Manufacturing External Affairs, External
Technology) Organizational culture Manager

Technology Safety Manager & Site Manager
(Manufacturing/Technology)

Building
acontrol tower
Establish disaster prevention plans
(Accident Investigation
Committee organized by
Technology Safety Manager)

—

Reportsituation

Classification Area Training hours? Completed(person)
Workplace Safety Training Domestic 2,226 60,471
SHE Experience Training Icheon 75 1,195

1) Training hours per class x Number of Classes

Wuxi Safety Training Program

Recipients of Training Training Content Frequency

68 employees of suppliers Safety standards and system operation 4times/month

Waste service providers Industrial security, ethical management, and safety training ~ Once/month

Waste service providers On-site safety risk cases and standard/system Aftersigning contract

Waste service providers Detailed work procedures Priortowork
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CASE. Prevention of Accidents Using loT Technology

SK hynix uses loT-based technology to prevent accidents. Using such technologies as Smart MSDSY),
Bluetooth Meter, Drone Inspection, Smart Tag and Smart Emergency Evacuation System, we iden-
tify the vulnerabilities in our workplace and take proactive measures to prevent serious industrial
disasters.

1) MSDS: Material Safety Data Sheet

Technology Risk Factor Description

Bluetooth Meter lesed g Real-time momtormgofgasand cgmmun\catlon betweenworkersin
aclosed space and outside supervisors

Dronelnspection Blind Spot Eliminate potential risk factors through inspection of restricted areas

SmartTag Emergency Evacuation  Identify the number of peopleisolated using the employee cards

Smart Emergency
Evacuation System

Deliver real-time action guidelines to the site through analysis of

Emergency Evacuation L
emergency situations

Application of 10T Technologies

loT-based system transition

On-site high-risk accident prevention

Before work — Workin progress — Emergencyresponse  —  Mind
5 ST\ & 7>
S °§°b @©@® ditsth
Suppliers’ SMART MSDS Bluetooth Drone SMARTTAG  SMART SHE Training
safety [Material Meter(closed  Inspection [location Emergency [3Dsafety
computer Safety Data space) (blind spot) identification Evacuation experience
systems Sheet] (emergency  System center]
alarm)with  [automatic
employee  evacuation
cards] guidance]

Governance

Safety and Health of suppliers in the Supply Chain

Implementing the Safety and Health Index System of Suppliers

SK hynix introduced the Passing System to enhance safety management of its suppliers through quanti-
tative assessment by using a safety index. The system is designed to assess the safety management per-
formance of suppliers using an index based on our SHE management system. All suppliers are required
to reach the same safety level as to SK hynix in order to start business with us. After signing contracts,
inspections are conducted based on the Passing System criteria, and improvement and monitoring pro-
cesses areimplemented as well if needed.

First-tier suppliers undergo safety assessments based on safety and health management documents,
on-site safety management, and safety and health management plan of subcontractors while second-
tier suppliers are assessed using the Safety and Health Management Plan composed of 28 items in 14
categories. We will continue to promote and strengthen safety management practice in our supply chain
by expanding the Safety Point Program and Passing System Mileage Program in the future.

Passing system

Management of New Suppliers On-demand & Periodic Assessment of Suppliers

- Assessand filter companies based on safety performance
through SHE review process.

J

- Assessand filter companies based on safety performance
through SHE review process.

J

Passing System

- Assess suppliers’ safety levels compared to SK hynix safety standards
- Conferthe safety work permission
- Prohibitsigning contracts with the suppliers that failed to meet the safety standards

Safety point

- Implement penalty and reward point system against violations and accidents
- Provide rewardsand apply restrictions based on accumulated points
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Joint Safety Assessment with Suppliers

In addition to legal compliance, it is our social responsibility to create a safe and healthy work environ-
ment for suppliers. SK hynix holds council meetings with suppliers to prevent accidents on a regular
basis. The council is composed of representatives of each company and review the laws and regulations
of the countries that their business sites as well as regulatory trends and actual cases of accidents. Ajoint
review is conducted every quarter to keep track of safety and health practice and make necessary im-
provements.

Co-prosperity & Cooperation Program

SK hynix operates the Co-prosperity & Cooperation Program with the Korea Occupational Safety &
Health Agency to support safety and health practice in the supply chain. The program focuses on build-
ing a cooperation system, strengthening and supporting competency, and conducting risk assessment
in order to prevent accidents and improve safety and health practice management in the supply chain.
Using the program, we will continue to help our suppliers maintain the same level of safety and health
managementto ours.

Co-prosperity & Cooperation Program Performance

SUSTAINABILITY PERFORMANCE APPENDIX

Society

Classification Icheon campus Cheongju campus
Regular Council Meeting 49times 9times
Safety Training 61,666 person 43,521 people

CASE. Safety Quiz Festival

SK hynix held “Challenge! Safety Golden Bell” with
our suppliers as part of our efforts to raise safety
awareness and improve safety practices at our
workplace. More than 300 employees working with
manufacturing and technology facilities as well as
E&C shared their ideas and learned about regula-
tory requirements and internal safety policies. We
will continue to promote the social value of safety
and help our suppliers improve their safety perfor-
mance through safety awareness campaigns.

Governance

Employee Health Enhancement

Health Programs for Employees

SK hynix is dedicated to improving employees’ health and managing stress through various health en-
hancement programs. The programs developed by the Health Management Office includes alcohol ces-
sation program “Doctor Liver Program,” quit-smoking program “Nico-Bye Program,” obesity clinic “Fat-
Bye Program,” fitness programs “Wellness Program” and “Healthy Exercise Class.” Managing employees’
healthis anintegral part of improving their productivity and job performance as well as individual health.
To reduce and prevent work-related stress, we established “Mind Walk Center” where 9 professional
counselors provide one-on-one counseling in Icheon and Cheongju. The center also offers psychologi-
cal examinations, regular job stress management, insomnia programs, meditation programs designed
for specific job groups “Hu-REST” and Hu-BALANCING programs. More than 1,500 employees complete
the programs every year. We also focus on preventing post-traumatic stress after occupational accidents
and managed to save social and economic costs incurred by the accidents.

In 2018, we installed additional medical devices such as low/middle/high-frequency treatment devices
and massage chairs to help prevent musculoskeletal diseases. We also focus our resources on building
emergency response facilities and operating emergency response system for the safety of our employ-
ees. In 2018, we installed 10 defibrillators at the main entrances of our buildings in case of emergency
cardiac arrest.

9

professional counselors

o
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Occupational Health Enhancement Committee

With the “Occupational Health Enhancement Committee” as a
health management system, SK hynix is committed to improving
working environment and health of employees. The committee
was organized to take care of employees’ health in line with “Occu-
pational Health Assurance Committee” and “Occupational Health
Support Compensation Committee.”

This committee is a joint council body between labor, manage-
ment, and academics and composed of executive officers, man-
agers and labor union. Its purpose is to reflect balanced opinions
in our health policy and promote our management practice

MAMA MEIB} K| 492D GFY
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through internal and external communication channels, and
build trust. Through committee activities, we announced the
results of our study of metabolic syndrome of shift workers at
EPICOH(International Epidemiology in Occupational Health) in
2017, and we are going to introduce building the SHE cohort for SK
hynix employees, which is one of our key projects we are undertak-
ing through health-environmental-justice subcommittee. Going
forward, we will continue to work towards making our company
“the safest and healthiest workplace in the world” with the Occupa-
tional Health Enhancement Committee.

W

TW 017 6F 1Y IEL 1115 - 12207 JHa Bhl@lqmvr_'

Building SHE Cohort?

SK hynix recognized that limited research and short-term studies
conducted in 2014 by the Occupational Health Validation Commit-
tee were not enough to respond to the occupationalissues. In order
to identify the link between working environment and diseases, we
built a cohort through long-term observation based on exposure
classification. The cohort, which was reviewed and approved by
the National Bioethics Committee, has allowed us to reduce the un-
certainty of disease occurrence and to prevent them and provides
customized healthcare. We held more than 200 seminars for our
employees and obtained their written consent to join the cohort.
We can gain the insight of working environment information which
is not available to identify in a short period by establishing a link
between acquired information through the cohort? and analyzing
the results related to the disease with complicated causes or low
incidence. This information can be used as a basis to establish a
preemptive response system suited for semiconductor production
facilities. We can also identify the cause of the disease by focusing
on problems and group-level improvement rather than the health
management on an individual level. It is also possible to provide
customized health management programs by designating groups
with a similarly high level of disease patterns and trends within the
group, as high-risk groups. These efforts will contribute to build our
reputation as aleading company in a cohort study in private sectors
and set an example for the industry while resolving conflict and
anxiety of employees in their health management practice through
innovation.

1) Cohort: A study method to determine the cause of a disease by comparing and
analyzing information from groups exposed to disease factors and control groups



SK hynix Sustainability Report 2019

OVERVIEW

35

Environment
SHE Management

SUSTAINABILITY PERFORMANCE APPENDIX

Society

Governance

Eco-friendly Product Development

SHE Qualification System

SK hynix operates the SHE Qualification System as part of its chemical management policy, to ensure
safety and compliance in handling chemical substances. SHE Qualification is our pre-assessment sys-
tem for all SHE(safety, health and environment) practices, where we carefully examine whether chemical
substances cause any occupational disease, or there is a risk of fire or explosion upon exposure. Based
on the system, a process has been implemented for proactive risk management. We also continuously
enhance the system in response to trends in chemical issues. We make sure to meet both domestic and
global requirements for chemical management, considering safety and health of employees as our top
priority, so we earn the trust as a safe and reliable workplace from the community.

Hazardous Substance Managementin Products

With the environmental validation and monitoring system in place, SK hynix manages hazardous sub-
stances in our products throughout the entire production process from importation of raw materials to
product shipment. In the product development stage, we make sure that only the materials whose con-
formity has been validated through content analysis report and other environmental data verification
are used and the cause of contamination is identified and prevented. SK hynix also carries out inspec-
tions on hazardous substances to verify their environmental conformity and minimize environmental
impact in the disposal process by using eco-friendly packaging materials. In 2018, we further improved
our system by operating a precision analysis room, improving the analytical process of hazardous sub-
stances such as phthalate, and acquiring international certifications. To prevent non-certified materials
in the development and certification stage, we established an Interlock System. In addition, we intro-
duced a quarterly unit-focused management system for raw materials to maintain a high level of envi-
ronmental conformity in our mass production process. In 2019, we plan to develop and test substitutes

Preliminary Chemical Substance Assessment System

ﬁ%%&l%

Purchase Input
request the supplier data

Assessment System

?‘b: o
o — G

Material data Chemical substance
management system management system

!
Mo A

Apply to Material data
production facilities management system

Rejected

Approved
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SHE Qual

for the materials that are expected to expire under the RoHS in 2021, and build a system for proactive
identification and response to new hazardous materials.

Increasing Eco-Labeled Products

Eco-labeling such as carbon footprint and water footprint is a national certification system managed by
the Korea Environmental Industry & Technology Institute of the Ministry of Environment, which analyzes
and discloses the environment impact throughout the entire production process from raw material
supply to manufacturing. SK hynix have been choosing our major products every year, and working on
receiving Environmental Product Declaration(EPD) certification for the products since the industry first
achieved the certification in 2013. In 2018, two NAND products were certified for carbon footprint and
water footprint. In 2019, we will focus on our DRAM and NAND products for carbon and water footprint
certifications.

Eco-labeled Products

Carbon . Water . Date of e
Footprint unit Print Unit Certification Certification Agency
V3NAND Flash 256G . . Korea Environmental Industry &
TLC 1,610 gCO,-eq/unit 20.8 LH,0-eg/unit Jan.25,2019 Technology Institute
1Z NAND Flash 128G . . Korea Environmental Industry &
T - X - . .
TLC 17 gCOx-eqg/unit 15.6 LH,0-eq/unit Jan.25,2019 Technology Institute

Chongging SHE
LeeSeong-JeTL

INTERVIEW

With the technological advancement of the Fourth Industrial Revolution, a more careful
management system is required. With the various effects of poor SHE management be-
coming visible, we will do our best to upgrade the prevention system appropriate to local
requirements and situations.

Cheongju Safety Team
HanJung-Hwan TL

Recently, the national and social level of safety required is increasing due to major disasters
and the revision of the Industrial Safety and Health Act. In order to meet these demands,
we will strive for the safety of SK hynix’s business environment, such as strengthening the
responsiveness of regulations, improving the safety level of its members, and upgrading the
management system of its suppliers.
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SOCIETY | Responsible Supply Chain Management

SK hynix’s Approach to Responsible Supply Chain Management ——— Selection of suppliers considering society and environment

Suppliers Selection and Evaluation Process

We select and evaluate suppliers to match the direction of SK hynix through a fair process and establish
a solid foundation for cooperation. We establish internal standards for fair and transparent transactions
with suppliers and publish them at the Win-win Portal on the SK hynix website. When dealing with sup-
pliers, we utilize standard contracts that comply with the standard contract provisions provided by the
Fair Trade Commission and strive to establish a sound supply chain ecosystem by continuously checking
and improving the implementation of policies.

We select and evaluate the supply chain to align with the strategy of SK hynix through a
fair process to establish a solid foundation for cooperation. As the company understands
the win-win value that suppliers’ growth leads to the stability of SK hynix products, it
operates various support programs to enhance their capabilities.

First, in order to select partners that can generate shared value with SK hynix, we

continuously verify not only quality of suppliers but also the level of their sustainability Suppliers and their transactions

Among our suppliers, we call two types of suppliers as critical tier 1 suppliers; 1) suppliers with a pur-
chase performance of more than KRW 200 million per year with record of more than one year of transac-
tions, and 2) those with a significant impact on product quality regardless of the purchase amount. In
2018, there are 677 critical tier 1 suppliers with SK hynix. We purchased a total of KRW 9,064 billion(39%
of equipment, 24% of raw materials, 21% of infrastructure, and 14% of spare parts) from its suppliers.
Also, the company encourages local product purchases to share its business performance with the
community.

management. We support technology, finance and education to help our suppliers improve
their global competitiveness. Also, the company has strengthened various win-win

cooperation systems, including conferences and seminars, to help suppliers establish fair

trade, safety, security and ethical management.

New registration evaluation
(Temporaryand —
potential trading suppliers)

Managing evaluation results

Regularevaluation

- Performance evaluation

- Collectingand managing
evaluationresults

- Evaluation ofthe company’s
financialinformation,

. | e - Assessmentaccording to
including creditratings

- Linetestonitems,and due
diligence on companies

- Labor, Human Rights,
Environment, and Safety Review

Analyze suppliersand
deriverisk profiles

transaction performance,
accidents, etc.(regular
assessment by dividing the
divisions by the majortrading
companies and exit companies)

Assessmentand audit of
environment, safety,
laborand human rights

- Managingand monitoring

quality assessment

Monitoring and feedback
(Corrective action)
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Risk Managementin Supply Chain

Risk Management Principles & Procedures

Based on multifaceted analysis of sales, scale, preference, irreplaceability, core technology, and price
competitiveness, we select “Strategic Suppliers” for in-depth management. New suppliers are required
to pass the assessment on credit rating, SHE due diligence and hazardous chemical content, and annual
risk analysis is carried out on credit ratings, technology, quality, price, delivery and cooperation. The
results of this analysis are reflected in our supplier management strategy. In order to manage the social
and environmental risks of our suppliers, we have established the Code of Conduct for our suppliers and
ensure full compliance through standard contracts. The content of the Supplier Code of Conduct is avail-
able to access through our website and the Win-Win Portal, including labor, human rights, SHE, ethical
practice, conflict minerals and management system. We also developed and distributed the guidelines
for the Supplier Code of Conduct to promote understanding and encourage them to fulfill their social
and environmental responsibilities by signing the pledge for compliance each year.

Purchase Analysis Purchase Amount(KRW billion)

2017 18,564.4
2018 23,665.3
Purchase Details in 2018 (Unit: KRW billion)

E @ Equipment 8,5993

3,572.9

@ Raw Material

3,759.2

© Infrastructure

(Total Purchase in 2018)

2,152.6

@ Spare parts

4,986.7

© Overseas Purchase ?

594.6

@ Miscellaneous?

1) Based on Wuxi and Chongging Campus
2) Facility, sub modules, packaging materials, services,
environmental safety, part, etc

Risk Identification & Analysis within the Supply Chain

SK hynixis carrying out risk identification and analysis focused on sustainability issues and global trends
as well as social and environmental factors of local community. In particular, we identify the overall risk
level based on stakeholders’ demands(customers’ compliance with the CSR codes, pledge for com-
pliance, domestic/overseas regulatory changes, materiality assessment, etc.), consultation and due
diligence. Then, based on the results, we develop the areas of evaluation and improvement, and incor-
porate the level of their SHE compliance into the evaluation. In 2018, we have identified potential risks in
our business partnership and SHE practice and conflict minerals such as cobalt as key risk factors.

Key Risk Factors Risk Level Areas of Application

Compliancewith labor humanrights laws High Allsuppliers

Conflict minerals Low Raw material suppliers
Violation of environmental laws High Cleansing, chemical, and waste materials service providers
Occupational safety and health High Internal suppliers and waste materials service providers

@ Code of Conduct for Supplier

@ Win-win Portal


https://www.skhynix.com/eng/support/buyMaterial.jsp#tg06
https://gpis.skhynix.com/login.do
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Supplier ESG Assessment and Major Improvement Efforts

SK hynix provides ESG consulting for suppliers according to an annual schedule. In 2018, we provided
ESG consulting to 41 suppliersin the cleaning and chemical fields. We provide solutions to suppliers that
have been evaluated to have high risk in labor and SHE, and monitor them so that the solutions can be
implemented in a stable fashion. We also conduct revisits to verify whether the corrective action plans
are exuceted and the risks have been alleviated. Depending on the suppliers’ requests, we provide ESG
relevantimprovement tools and expert training to according suppliers so that they can perceive their
ESG risk and make internalimprovements.

Supplier ESG Risk Assessment

Supplier CSRRisk Assessment

Number of Suppliers Subject to
ESG Risk Assessment within

Classification AssessmentRatio Number of Suppliers with High

SUSTAINABILITY PERFORMANCE APPENDIX
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o . )

3Years (%) ESG Risk(Ratio)
Suppliers 1,108 385 111(3.9%)
Major Improvement Performance
Classification 2018 RZEE/IS Major Improvement Activities
Percentage of suppliers with high risk that 943
established corrective ation plans =~ - Improve HR policies onlaborand humanrights,

and manage work hours

Percentage of suppliers with corrective ation plans that - Share expertise onworkingin confined spaces and
made improvementin ESG performance within 100 raise safety awareness through safety workshops

12 months

Societ
Y Governance

Response to Conflict Minerals

Approach to Conflict Minerals

SK hynix certifies its compliance with the conflict mineral regulations under Article 1502 of the Financial
Regulatory Reform by establishing a management system in accordance with the OECD standards. On
an annual basis, we inspect the status of conflict mineral through TF activities, and advise smelters or
raw material suppliers to change their source of conflict minerals to ensure compliance at the procure-
ment stage. In 2018, we validated RMIV certification on smelters and supply chain according to the OECD
guidelines and RMIV investigation form while encouraging RMI certification for those that have not been
certified. We also identified the use of raw materials in relation to the additional conflict mineral regula-
tory plan on cobalt in 2019. By encouraging certification before the regulations take effect, we plan to
maintain our conflict mineral response system.

1)RMI: Responsible Mineral Initiatives

Policy change in Responding to Conflict Minerals

2010~2012 — 2013~2014 — 2015~2017

— 2018~2019

- Expandthe scope

of conflict mineral
managemente.g. cobalt

- Manage the conflict
mineral usage status

- Build anintegrated
conflict mineral
management system

- Build afiled audit system
- Establishaconflict
mineral publicdisclosure

- Establishasurvey system system
- Expand smelter-based
CFScertification
Conflict Minerals Audit Process
c = i/
Q ) por’
anfl
\ _% - /'r/@
Targetselection — Fact-finding —

- Investigate mineralinformation
based on product BOM(Bill of
Materials)

- Identify suppliers that pose a conflict
minerals threat

- Establishwritten auditplans
fortargetsuppliers

- Notifyand requestinformation
forwritten audits

- Reviewinformation

- Requestimprovementto
CFSnon-accredited smelters

- Submitsuppliers status reports
andimprovement plans

- Monitorimprovementstatus
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Building Foundation for Shared Growth

Shared Growth System

To align our shared growth policy and supply chain communication channels with our purchase strate-
gies, we organized Partner Collaboration Team under the Purchase Strategy Team. In addition, Global
Compliance and CSM Promotion are in charge of fair practice and social and environmentalimpact man-
agement of suppliers respectively to ensure shared growth practice in line with our strategic directions.

Increasing Support for 2n and Lower Tier Suppliers

In addition to 1<t tier suppliers, we are increasing our support for our 2" and lower tier suppliers with
whom we have no direct business transactions. In order to support the overall growth of the supply
chain ecosystem, we have raised a Shared Growth Fund of approximately KRW 240 billion to support the
1stand 2 tier suppliers while payment support fund of KRW 100 billion was raised and operated to sup-
port the 2" and 3 tier suppliers. In addition, we joined the Industrial Innovation Campaign organized
by the Ministry of Trade, Industry and Energy and the Korea Chamber of Commerce to help our suppliers
strengthen their competitiveness. As part of the campaign, we selected 2" tier suppliers based on rec-
ommendations from 1sttier suppliers and are going to provide consulting services for management, SHE
practices as well as certifications.

Win-Win Partnership

4\

Making sustainable
managementenvironment

Enhancing global competence Settling fair business culture

Improving quality of mutual
technology competitiveness

Creatingeconomic and social values Compliance with organizational culture
(Ethical management,

environment&safety, industry&security)

2018 Domestic Mutual Cooperation Performance

Classification Unit 2016 2017 2018
Total financial support for shared growth o KRW billion 128.1 159.3 1752
Number of suppliersinthe Shared Growth Partnership ~ Companies 63 67 108
Number of companiesin the Shared Growth Council Companies 60 61 61

1) Total financial support for shared growth: purchase for equipment localization+pattern wafer support+contribution to industrial
innovation 3.0+contribution to semiconductor fund+shared growth fund, network loan and shared growth insurance policy loan support

@ Win-Win Portal
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Shared Growth Support Program

Technical Support

Recognizing that technological competitiveness is an integral part of suppliers’ growth, we share our
technological expertise with our suppliers as well as support their technological development. Further-
more, we help them gain competitive advantages through various programs to develop and foster small
and medium-sized companies with strong potential for growth.

Development and Support for Technological Innovation  SK hynix launched the “Technological Innovation
Companies” program to support suppliers with strong potential for technological innovation. Suppliers se-
lected for the program are provided with financial, technological and management support for two years and
the developed products are guaranteed for purchase to minimize financial risks. We set up a dedicated team to
support these companies and ensure that their products are subject to prior assessment at our production line.
We will continue to help strengthen the foundation for the growth of semiconductor ecosystem by fostering
prospective small-and medium-sized companies.

Technical Support Program
. 2011-2018
Program Details Accumulated
Inlinewith
Diversification Activities  Co-develop technologies for systems, parts, and raw materials with suppliers the purchase

(KRW 134.3billion)

Store core technological data with Large, Medium and Small Cooperation

T i . . .
echnicalData Escrow Foundations for protection(SK hynix bears the cost)

19 cases peryear

Supply fine-pattern wafer produced using our process equipmentasa

developmentsampleto help suppliersimprove their development expertise 3977 wafers

Pattern Wafer Support

Financing Technological Financethe developmentof next-generation technologies with potential KRW 1 billion peryear

Development for synergy withoutinterest (2companies)
Technological Selecttechnologically innovative small-and medium-sized companies 6 companies
Innovation Companies  forsustainable growth programs P
Performance Use systems, materials and parts of small and medium-sized companies 46 cases
Assessment Project forour production line to support certification/validation



https://gpis.skhynix.com/login.do
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Financial Support
SK hynix operates financial support programs for suppliers’ financial management. Efficient financial
management serves as a basis for growth and reduces potential risks in supply chain of SK hynix.

Financial Support Program

SUSTAINABILITY PERFORMANCE APPENDIX

Responsible Supply Chain Management - Respect for Human Rights - Talent Management - Customer Satisfaction

Program Details 2011-2018 Accumulated
Provide low-interestloans for 1sttier suppliers for financing
operation and facilities(1-1.5% compared to market rate) to KRW 166.4 billion

Shared Growth support efficient financial operation

Fund

Provide low-interest loans for 2"dand 34 tier suppliers for
financing operation and facilities(1.5-1.8% compared to market
rate) to support efficient financial operation

KRW 72.5billion

Equity investmentsin promising small-and medium-sized

semiconductor companies to support their growth Size of investment: KRW 40 billion

semiconductor Actualinvestment: KRW 34.7 billion

Fund Equity investmentsin growing small-and medium-sized
companies to support semiconductor ecosystem(2017-2032)
Determinethe credit line based on the performances and provide
Network Loan loans without any supporting documents to supportfinancial KRW 1 billion
operation
Payment Support Improve paymenttgrmsforsuppllersthrough \_nterestffree loansof Fund size: KRW 100 billion
Loan delivery fundsto primary and secondary suppliers

2ndtiersuppliers are guaranteed to receive payment from 1sttier
suppliersand cashin theirbonds at the credit rating of alarge
company

223 1sttierand 2,210 2 tier
suppliersjoined the system

Win-Win Payment
System

Financial Support SV Performance (Unit: KRW 100 million)

32.8

(Combined support) loans
provided through 2n/3 tier Shared
Growth Fund

2.65

(Combined support) loans
provided through Payment Support
Fund

13

(Combined support) loans
provided through the 1+ tier Shared
Growth Fund

Societ
Y Governance

Training Support

Enhancing the competencies of employees is an integral part of strengthening our suppliers’ competi-
tiveness. SK hynix offers various training support programs for employees of small- and medium-sized
companies, including the Semiconductor Win-Win CEO Seminarintroduced in 2018.

Semiconductor Win-Win CEO Seminar [n 2018, we organized Semiconductor Win-Win CEO Seminar to en-
hance the competency of CEOs of our 2"@ and lower tier suppliers with which we have no direct business trans-
action. The seminar consists of Business Insight courses with the focus on business management and Tech.
Insight courses on semiconductor. Started in July this year, it was held five times until November, attended by
more than 70 CEOs including 2" tier suppliers and 1t tier suppliers of our group’s affiliates. We will continue to
create an ecosystem to promote mutual growth through seminars and other initiatives.

Training Support Program

Program Details 2011-2018 Accumulated

Provide consultation and share activities for legal compliance in
SHE practiceand improved
SHE managementof suppliers

SHE Consulting 41 companies

SK Shared Growth
CEO Seminar

Improve CEO’s competence and networkin the areas of
management, economy, humanities and society for 1sttier suppliers

221 1sttiersuppliers
702 tiersuppliers

Provide competency enhancement trainings for suppliers’
mid-level managersin strategy, accounting, finance, marketing,
HRand organization

MBAfor Mid-level

Managers 148 people completed

Provide job and leadership training, and e-learning programs for

Win-Win Academy suppliers’employees

6,104 people completed

s e
L L
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Management Support

SK hynix provides various management support to help its suppliers achieve sustainable growth. As part
of our efforts to provide opportunities to grow, we provide consultation to drive innovation and improve
productivity.

Growing-up Together Consulting Our new consulting program is designed to improve the competency and
productivity of not only 1sttier suppliers but also 2" tier suppliers by providing in-depth and differentiated
consulting services. The participants are selected from 2 tier suppliers recommended by 1+ tier suppliers and
consultations are tailored to the size and needs of the suppliers. The program covers three areas including cer-
tification support, Patrol Doctor for supporting management issues, and 1stand 2 tier cooperation consulting

for maximizing performance.

dvs =

Certification Support Patrol Doctor 1stand 2 Tier Cooperation

SUSTAINABILITY PERFORMANCE APPENDIX
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Shared Infrastructure Program

SK hynix is committed to solving social issues and strengthening the domestic semiconductor ecosys-
tem using the “Shared Infrastructure” platform by making both tangible and intangible assets available
for transaction.

Directions for the Development of Shared Infrastructure

Directions for the Development of SK hynix’s shared infrastructure

Strengthening Domestic Semiconductor Ecosystem by Sharing Infrastructure

4\

Roles of SK hynix
Supportthe HR developmentand technologicalinnovation for suppliers
Korean
Semiconductor Ecosystem

Shared Infrastructure
Strategic Tasks

Challengesin
Semiconductor Technology
- Excessive investment cost (less ROI)
- High level of technological difficulty
and low process margin

- Knowledge sharing: Semiconductor
Academy
- Technological cooperation:

- Need to support HR development for
suppliers
- Needtoenhancethe

Provide in-depth programs for quality,
SHE, and smart factory and support
certifications

Management Support Program

Supportmanagementissues
of suppliers,andidentify and
meet theirneeds

Maximize performance and support
developmentthrough consultation
between Istand 2 tier suppliers

Analysis/ Measurement Support

competitiveness of equipment/

Center
- Strategic support for supply chain:
Technological Innovation Company

parts/raw materials suppliersinthe
global market

Shared Infrastructure Platform
In order to enhance its technological expertise and support human resource development for its suppli-
ers, SK hynix has built the Shared Infrastructure Platform based on which it shares more than 30 years of

Program Details 2011-2018 Accumulated
Industrialinnovation  Supportdevelopmentthrough productivity improvement KR35 billion
. It
Program and innovation consulting for2"tier suppliers
Purchase support
Shared Performance ~ Sharejointinnovation performance subject tothe for22 projects with

10 companies
(KRW 5.2 billion)

Program conditions agreed between SK hynixand suppliers

know-how and forms win-win relationships with suppliers.

Semiconductor
Academy

rMm

The semiconductor academy
where SK hynix shares 30
years of cumulative on-site
knowledge and expertise
with approximately 200 sup-
pliersis Korea’s top education
institution specializing in
semiconductors.

Analysis and Evaluation
SupportCenter

2

High-quality data analyzed
with newest equipment and
expertise of SKhynix supports
the technology capabilities of
suppliers.

IPR Sharing
Support Center

=

2040,
To strengthen the competi-
tiveness of suppliers’ funda-
mental intellectual property,
IPR Sharing Support Center
shares IP expertise and jointly
applies for patents with sup-
pliers to improve the IP com-
petitiveness of suppliers.

R&D Center
for JointAgenda

I-«««ll

R&D Center for Joint Agenda
is research infrastructure
that shares capabilities by
field through integrated
collaboration between SK
hynix, suppliers, universi-
ties and other organiza-
tions based on agenda,
and secures future technol-
ogyinatimely manner.
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Semiconductor Academy

SK hynix launched the “Semiconductor Academy”, a knowledge-sharing platform to cultivate talent and
improve competitiveness for suppliers, through which we have been sharing our semiconductor exper-
tise and know-how that we have accumulated over more than 30 years. The semiconductor academy
provides 205 specialized semiconductor contents(71 offline contents, 134 online contents) including the
production process and use of devices and equipment. The offline curriculum is gaining popularity from
suppliers with 1,100 enrollments from 67 suppliers within 6 months since the launch. In 2019, we plan to
increase the number of offline participants to more than 2,000 to cultivate more semiconductor experts.

Analysis and Evaluation Support Center

In order for a supplier to develop and provide semiconductor equipment, parts and material, we must
review and verify the operations of the on-site product lines. To do so, we have been contracting external
organizations and conducting internal evaluations, but this has resulted in problems with functions and
quality due to limitations in external technology capabilities on the specialized semiconductor industry
and discrepancies with our company circumstances. In response, SK hynix has operated the “Analysis
and Evaluation Support Center” since April 2018. We supported the analysis and evaluation of 3,700
items from 19 suppliers in 2018. SK hynix provides high-quality analysis results including analytical
opinions from expert semiconductor analysts by conducting physical analysis, chemical analysis and Ml
measurement with the newest equipment. Through this, we ultimately contribute to the growth of the
semiconductor ecosystem by strengthening supplier technology competitiveness and intrinsic quality
management.

R&D Center for Joint Agenda

We have established a collaboration business model by sharing our infrastructure and creating a joint
agenda with various ideas from external institutions. This allows timely procurement of future technol-
ogy through integrated collaboration with various partners centering on agenda. We also overcome the
following limitations: sharing infrastructure and capabilities through collaboration by each sector and
lack of synergy. In order to review the possibilities of the new collaboration business model, we consider
the expansion capacity of various applications using our company CISY. We are also reviewing various
joint agenda for execution through “Open CIS Development Platform” where we share our core infra-
structure of venture companies and suppliers of each field.

1) CIS(CMOS Image Sensor) : Low-consumption powered imaging device with CMOS structure. It acts as a kind of electronic film in
electronic digital devices, such as camera phones, web cameras and small medical filming equipment

SUSTAINABILITY PERFORMANCE APPENDIX
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IPR Sharing Support Center

SK hynix has established a support center that provides total solutions to strengthen the competitive-
ness of its suppliers’ fundamental intellectual property. The Intellectual Property Resource(IPR) Support
Center shares IP expertise and jointly applies for patents with suppliers to improve the IP competitive-
ness of suppliers. Furthermore, the company has established a network of IP managers and shared pat-
ents of equipment and materials free of charge with its suppliers to protect and sustain the technology.

IPR Sharing Support Center

Free customized training and consultation
- Experts(SK hynix, SK affiliates, attorneys) provide customized training and
consultation on-site
Cﬁ#‘é’ Sharing - Share online consulting and training materials through Shared Infra Portal
/ IP Expertise (https://sharing.skhynix.com) and SK Group IP Center (https://sklegalnet.sk.com/).
Establish training courses for Semiconductor Academy
- Offline course, one-day Entry Level(Jun.), Practice(Aug.) and Advanced(Oct.) programs
- Online course, 25 common programs are available on an ongoing basis

Joint patent application for co-developed projects

- Provideintensive developmentsupport through strategic selection of suppliers
- Developitemsandjointly apply for patents

- Providefinancial support and expertise(patent service)

Joint Patent
Registration

Seminar-workshop
- Organize seminars and workshops to share information and expertise
- Operate Shared Infra Portal(https:// sharing. skhynix.com) Community Channel

A8
9%9 IP Manager

Community

Free transfer of patents
- Freetransferand licensing of equipmentand material patents

cf;B Sharing Patents
for

@ Equipment/Materials

CASE. Shared Infrastructure Portal

Thisis an online site that SK hynix created to share its tangible and intangible assets with suppli-
ers. Through this platform, we deliver technologies and expertise on semiconductors that we have
accumulated over more than 30 years and provide a program for suppliers to internally train their
employees. As of June in 2019, suppliers have reacted proactively with 4,700 members joining the
portal from 237 suppliers since the launch in April 2018, and participating in online, offline courses
and services in analysis and evaluation. We plan to expand the portal in online and offline training,
technology consulting and providing evaluation equipmentin 2019.

@ Shared Infrastructure Portal


https://sharing.skhynix.com
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Communication with Suppliers

VoC Activities

Managers in charge of purchase and shared growth visit our 15 tier suppliers to collect VoC and provide
feedback forimprovement while our CEO or executive officers in charge of purchase visit 2 tier suppli-
ers to promote technological cooperation and discuss challenges.

Council Operation

Every year, we hold Shared Growth Council Meeting with suppliers with core competencies in each field
to share ourinternal and external management status and strengthen our strategic partnerships. In May
2018, we held General Council Meeting with representatives of more than 60 suppliers. This year in par-
ticular, we focused on our support for 21 and 3% tier suppliers to help them improve their competitive-
ness. We organize the Shared Growth Day every October in order to promote communication and de-
velop a sense of pride. In 2018, representatives from 61 suppliers joined the forum on the topic of quality
management and big data, and presented awards to 14 suppliers for excellent performance. In addition,
we hold environmental safety and health committee meeting on a monthly basis to discuss major SHE
issues with suppliers in the industrial complex. We also hold Win-Win Program Seminar with suppliers to
promote our support programs every year. As of now, the seminarwas last held in February 2019.

2019 SKS 0| “| A SHHIE $ ol 3| H 7| =3

I8 do3e, oh0) B

HE SRS

Communication with Internal Suppliers

To manage the risks in our supply chain more effectively, SK hynix keeps close communication with our
subcontractors which are internal suppliers as well as suppliers. Our site managers identify on-site prob-
lems through Win-Win Council Meetings and work on resolving conflicts. Furthermore, in order to main-
tain a healthy work-life balance for employees of our internal suppliers, we changed more than 90% of
jobs to 3 shifts with 4 teams according to 52 hours per week system.

Win-Win Cooperation Wage Sharing

SK hynix has been promoting win-win cooperation wage sharing since 2015 with the aim of improving
and raising the wage level of our suppliers. We have expanded our win-win participation by sharing some
of ouremployees’ salaries, rather than directly raising funds. So far, we have provided KRW 5.9 billion for
wage increases for suppliers and KRW 700 million for medical welfare for suppliers. In 2018, we executed
5,764 employees of our suppliers and subsidiaries.

5764

Total Beneficiaries of
Win-Win Cooperation Wage Sharing

5

ol
r=4

INTERVIEW

In the midst of the difficulties of the Fourth Industrial Revolution and the new 5G era, a fine
balance needs to be struck to ensure mutual growth with suppliers who can work together.
We will continue to work toward co-prosperity and cultivate our relationship with our sup-
pliers from Business Partner to Business Family.

Partner Collaboration Team
Kim Jae-Won TL
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SOCIETY | Respect for Human Rights

SK hynix’s Approach to Respecting Human Rights

SK hynix is careful to avoid violating human rights throughout its business operations.
SK hynix supports the UN’s Universal Declaration of Human Rights and respects
the UN Human Rights Commission’s guidelines on business and human rights; Ruggie
Framework, and the Dhaka Principles for Migration with Dignity. In addition, the company
complies with labor-related laws in each country where the workplace is located and
follows the principles of the Responsible Business Alliance(RBA) (formerly EICC).
To that end, the “Human Rights & Labor Policy of SK hynix” was enacted, which contained
eight major issues including the general principle of respect for human rights, the

prohibition of forced labor, the prohibition of child labor, the working hours, the wage,

the prohibition of discrimination, and freedom of association.

Laborand Human Rights Impact

Impact Assessment Process

SK hynix is establishing an impact assessment process in order to better diagnose labor and human
rights risks across the value chain and to understand the direction of improvement. The OECD estab-
lished the OECD Due Diligence Guidance for Responsible Business Conduct(2018.5.31) to present frame-
work forduediligence. The Due Diligence clarifies the procedures for conducting the activities to identify
and prevent negative impacts across the enterprises. Accordingly, SK hynix established a human rights
and labor policy in 2013 and checks whether there are human rights violation elements in the entire
value chain, including members of the company and its suppliers.

2018 Impact Assessment Results

Management of Labor and Human Rights Impacts in Workplaces

SK hynix manages labor and human rights risks throughout its supply chain based on the RBA
VAP(Validated Audit Process). In 2018 in particular, we took preemptive measures against potential risks
by consulting on labor and human rights issues in addition to risk assessment and due diligence. Envi-
ronmental and safety inspections as well as reviews of labor practice and human rights were carried out
on suppliers handling hazardous chemicals. Based on the results, we established plans to improve the
application of extra training hours for OT and probation period, and ensured its compliance by imple-
menting a follow-up process. We also conducted interviews and inspections on the suppliers operating
within our company, and made necessary improvements on a lack of awareness and ethics training, and
minimum wage compliance. In 2019, we will increase the number of suppliers that are subject to our risk
management compared to last year and strengthen our consulting programs to overcome challenges in
the supply chain.
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Pre-lmpact Assessment of Labor and Human Rights
KfeyHuman Assessment  Vulnerable Description Relevant Policy 2018 Improvement Measures
RightsIssues target Groups
Of the four major conflict minerals used in the ) o e
Conflict Raw material Suppliers JA ) SK hynix Sustainability Guidelines: - Established a policy and annualinspection process to prohibit the use of conflict minerals(Use of conflict
1 ) ) ; product, the minerals produced in Congo and nearby o ) : ) )
minerals suppliers (children) . Conflict Minerals Policy mineralsin2019:0)
areas cause problems such as child labor
- Maintain a healthy work-life balance
- Ensured efficient management of working hours e.g. flexible operation and working hours
) Working SKHY, Employees, In Korea, where major business sites are located, SK hynix Sustainability Guidelines: - Reduced unnecessary work and overtime and operate programs to improve productivity within
hours allsuppliers  suppliers there are increasing issues with long working hours  Human Rights and Labor Policy legalworking hours
- Communication with internal suppliers: Changed to 3 shifts with 4 teams to ensure compliance with
52 hour-work system
SKHY, Dispatched - Improve working conditions and environment based on consultation with the labor union each year
Working . employees, Long-term dispatched employees and others are SK hynix Sustainability Guidelines: P & ) X - ) achy
3 - construction ; ; ) - , , - Raise the pay and provide medial welfare support through Win-Win Cooperation Wage Sharing
conditions } construction  subject to poor working conditions Human Rights and Labor Policy - . 0
suppliers suppliers (wage KRW 5.9 billion, medical support KRW 700 million)
Behavioral Employees, . ‘ SK hynix Sustainability Guidelines: Conducttrainingon humanrights for allemployees e.g. prevention of sexual harassment and disability
. . SKHY, ) Resolve issues such as offensive conduct, ) ) awareness
4 issuesinthe ) security ) Declaration of Ethics Management, : : . ) )
workplace allsuppliers <unpliers insults, and sexual harassment - A - Security personnel competency program: organize training for security personnel for prevention of sexual
P PP Human Rights and Labor Policy harassmentand disability awareness as part of efforts to prevent human rights violations
St Empl. Exposure to offensive conduct and unreasonable SK hynix Sustainability Guidelines-
5 ress SKHY mpoyees, P Declaration of Ethics Management, - Health program: operate Maeum Walk Program to preventand reduce job-related stress
management allsuppliers  treatment from external stakeholders e.g. customers ) .
Human Rights and Labor Policy
- Operate governanceto discuss safety issues with internal and external stakeholders, such as the Industrial
Occupational SKHY, Employees,  Exposure to physical danger and hazardous materials SK hynix Sustainability Guidelines: Safety.and Health Committee and the Industrial Health AdvancementCommltt.ee. )
6 safety& : ) L : - Establish a SHE cohort, operate emergency response systems, and organize training and loT-based prevention
allsuppliers  suppliers Pregnant women who exposed to high risk work Safety and Health Policy -
health activities to promote safety of employees
- Conductjointsafety inspection with suppliers and organize Safety Golden Bell
Labor & Human Rights Impact Management in the Value Chain suppliers operating within our company, and corrective measures were taken against RBA training, and
SK hynix manages labor and human rights risks throughout its supply chain based on the RBA ethics training. In 2019, we will focus on dealing with social and environmental risks in the supply chain by
VAP(Validated Audit Process). In 2018, in particular, we took preemptive measures against potential risks expanding the scope of our consultation.

through consulting on labor and human rights issues. Environmental and safety inspections as well as

laborand human rights reviews were carried out on high-risk suppliers handling chemicals. Based on the

results, plans were established to improve overtime, extra training hours for OT and probation period and L T S
follow-up process was taken to ensure its compliance. We also conducted interviews and inspections of Kim Young-Seop TL

[ believe that respect for human rights is a duty that must be observed not only for society

Areasof Ratio of Labor & Human Ratio of Labor & Ratio of Risk but also for the sustainable development of businesses. In the case of our global operations,
Assessment RightsAssessmentfor  Human RightsRisks Improvement(%) Scope of Survey (%) pre-checking is necessary to ensure that not only the members of our headquarters but also
Past 3 Years(%) Identified(%) . . . . . . .
Global Staff are not involved in human rights violations throughout our business operations
%tm?:femem 100 705 100 100 in all regions. We will also ensure that all members work in a happy environment through ap-
- propriate measures, such as checking major risks and solving expected problems in advance.
Suppliers 385 39 94.3 100

1) SK hynix does not own joint venture companies with more than 51% of ownership.(2019. 05)
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SOCIETY | Talent Management

SK hynix’s Approach to Talent Management

SK hynix believes that promoting diversity in the workplace and providing opportunities to
improve individual performance is what drives sustainable growth. We also recognize
that fair performance assessment and support for talent development provides
a foundation for securing competitive advantages. To this end, we are committed to
fostering global expertise in the semiconductor sector, creating a healthy and
open-minded organizational culture, and multi-dimensional performance assessment to
step up as a Best-in-Class(BIC) Company.

Vision Creating a culture where hygineers can achieve their best performance

through communication and collaboration

ﬂ\

Lead changesin HR to motivate employees to work
togetherand boost their performance

4\
& 2, 4

Securing Core Talents
Make businessimpactand boost
performance where needed with
passionate, talented individuals

Mission

Strengthening Digital Expertise
Develop data analysts to promote
innovation of HR change
managementand work process

HRled by employee
Driveemployee-led HR culture/
systemimprovement

Employee Training Performance in 2018

o

91,069.....

Total No. of Trained Employees

1 20 Hours/Person

Training Hours per Person Training Cost per Person

Developing Semiconductor Experts

Customized Adaptation Programs for New Employees

In response to growing demands for tech talents and HR management, SK hynix offers On-Boarding
Program for new recruits with improved and diversified approaches. With a new employee curriculum
tailored to millennial generation, we encourage voluntary participation in our learning process that
consists of “ldea Speak-up” programs. We present a systematic vision for growth and provide an on-site
learning process through customized intensive courses for each organization. We also offer mentoring
and leader 1-on-1 programs to help new recruits adapt to their teams.

SK Hynix University(SKHU)

In order to develop engineers specializing in semiconductors, we provide systematic eight year job train-
ing for new recruits of technical office staffs. At SKHU, they gain basic and in-depth knowledge in semi-
conductors. There are ten colleges in SKHU and each one consists of various departments and majors.
Professors of SKHU are composed of our internal experts and retired industry experts.

Personalized Learning Blog

The My Page section of the SKHU system was improved to a form of a blog for a personalized learning ex-
perience. Employees can use this My Page to set the areas of their interest and receive recommendations
on training programs and notifications for new programs via e-mail.

Female Leadership Development Program

We have increased the number of female employees eligible for our female leadership development
programs. The Core HR Development Program is designed to develop top-level engineers by setting
goals while creating a sense of motivation through close communication between members and lead-
ers. Participants are provided with various training programs needed for development and minimal
restrictions, and these programs are linked to each other to support their development. It allows us to
retain our talented female employees and develop their leadership.

1 ,062 KRW 1000/Person
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Virtual Master’s Program

SK hynix has signed an MOU with KAIST to introduce the Virtual Master’s Program for our employees.
We implemented a remote video learning system in Daejeon and Icheon so our employees can take
courses given by KAIST professors. They can take classes remotely and need to attend classes on
KAIST campus only once a week to receive the Master’s degree while managing work and classes.
Through this program, our employees can advance their careers while working and achieve a high
level of theoretical understanding and interpretation as a result. From the company’s perspective, we
can maximize their potential and boost their performance. Currently, we are looking into increasing
the number of participants and building additional long-distance video-learning facilities in Daejeon
and Icheonin2019.

App-based Technology Training

With our always-on learning system app designed to improve the device expertise of our employees, we
provide opportunities to gain theoretical knowledge and on-site practice. This helps employeesimprove
their expertise and productivity while reducing our internal training cost and instructor fees by replacing
offline training programs with online ones. In 2018, the participation rate of Maintenance workers for the
program reached 11.5% with 36,815 views of the videos.

GSM(Global Sales & Marketing) College

GSM College is SK hynix’s education program under SKHU, designed to develop market-leading experts
who create values for customers based on their understanding of technology and business. In response
to the growing importance of marketing practice, we established the Advanced Product Planning Course
and Computing Architecture Course in 2019 in order to improve their understanding of computer-based
marketing practice. In the future, we plan to expand the areas of advanced course such as marketing,
sales, and marketing strategy, and develop 2020 GSM College curriculum with the focus on the needs of
ouremployees.

One-Stop Mentoring System

Through our mentoring system, leaders can select mentors and mentees to help them grow. While men-
tors can visually check the progress of their mentees, mentors can write comments to give feedback to
their mentees, and mentees can ask questions and talk about the help they need through the Heart-to-
Heart Talk.

Global Talent Development

Talent Nurturing in Wuxi College

SK hynix founded Wuxi College to strategically develop human resources in response to the fast-chang-
ing market environmentin China. By focusing on improving the expertise and retention of our employ-
ees, we present a career roadmap from the phase of hiring to that of promoting to a director, providing a
vision for the future. Started on March 1, 2019, the college consists of four departments - Process, Equip-
ment, Yield and Quality. Tailored to each job, the high-quality academic programs are provided by full-
timein-house professors and instructors.

Semiconductor Talent Nurturing Platform in Jiangsu Province, China

We are building a semiconductor HR development platform in Jiangsu Province in China based on the
agreement between the Jiangsu Province and SK Group on the joint research initiative. Our plan is to
secure talented individuals in the semiconductor industry by adding semiconductor programs to the
existing curriculum based on the partnership with four colleges in Jiangsu Province and Jiangsu Small
Enterprise Education Science Tech Co., Ltd.

Semiconductor Cooperation Model in Jiangsu Province

Secure talented individuals through early semiconductor talent nurturing program

Kby Industry-academy cooperation Universities/collegesin
) ynix Jiangsu Province
Internship
programs Academic Recruitment of students
and job curriculumand \L studyingin the field of
opportunities  instructorsupport semiconductor,and operation
forstudents Semiconductor Talent Nurturing Hub

Jiangsu Small Enterprise Education Science Tech Co., Ltd.
(managing education-related operations)
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Sharing Educational Infrastructure with the Wuxi campus

To ensure efficient business operations as a business hub for SK Group and SK hynix in China, we plan
to provide educational infrastructure, such as Talent Nurturing Center and SKHU as well as instructors
and educational contents to sales companies and System IC in Wuxi. We will share the educational infra-
structure of Wuxi campus with Jiangsu Project and partner schools to secure talents and maximize the
synergy of collaboration between academics, governments and corporates.

Enhancing Leadership Development as a Change Agent

To move forward as a Best-in-Class(BIC) Company, it isimportant to enhance the competence of leaders
as they will serve as change agents. However, as most of the members of Wuxi campus are junior lead-
ers, we are focusing on developing their competency and leadership through a 3-step leadership devel-
opment program. Our goal is to address their weaknesses and improve their leadership skills through
knowledge learning and know-how sharing, analysis for validation and promotion, while helping them
to grow into global leaders for BIC Company by creating a virtuous cycle of education, analysis and ex-
pansion.

Leadership Development Frame

Step 1: Training — Step 2: Analysis

— Step 3: Expansion

- Organizational development
programs
* Leaderlonl

+ Trainingfor newly-promoted - 10 Promises of Leaders

* Leadership coachingtraining

- Labormanagementskills
developmenttraining

- Leadership workshop at

business sites in China

* Analysis of organizational
effectiveness

- Assessment of technological
expertise

Millennial Employees Analysis at the Wuxi campus

In order to gain insight into generational gaps and differences in values between organization and indi-
viduals, we conduct analysis of the characteristics of millennial employees at Wuxi. Based on the results
and understanding of generational traits, we plan to pursue organizational innovation for Wuxi.

Improving the Organizational Culture

Speak-up Culture

We are committed to creating Best-in-Class(BIC) organizational culture through close communication
between ouremployees and management. We have discussed diverse plans to meet the expectations of
ouremployees such as a flexible work schedule program and a new performance evaluation system.

Societ
Y Governance

Responsible Supply Chain Management - Respect for Human Rights - Talent Management - Customer Satisfaction

In 2019, we introduced a new work system where senior engineers can continue to work based on their
expertise even when they reach the retirement age. Thanks to this new system, employees can still work
past their retirement age and contribute to our technological expertise. We also changed the job titles to
TL(meaning both Technical Leader and Talented Leader) to encourage employees to share their ideas
and promote communication between generations, positions and job groups. Later on, we are going
to establish a “Diversity and Inclusion Center” and build a strong foundation for culture and systems to
create a workplace where all employees have equal opportunities regardless of their background and
characteristics.

Equality in the Organizational culture

SK hynix promotes diversity and inclusion in the workplace by establishing systems and making neces-
sary improvements. To this end, we are operating various communication channels to promote under-
standing between employees and management, and make improvements to the system, led by the
employees.

Wak Concert Inthe second half of 2018, we organized a concert for more than 400 employees in order to create
an employee-led culture and promote participation in the BIC Company Project. Participants gave TED Speech
with topics of SK hynix’s past, present and future and shared their commitment to the BIC Company.

Junior Board As part of our efforts to innovate our organizational culture, SK hynix encourages our employees
to share their ideas for improvement with the management to ensure that their input for change are well re-
flected. In 2018, we benchmarked global companies for organizational culture and identified ways to make im-
provements, which were proposed to the board of directors. In 2019, in addition to proposing ideas forimprove-
ment, we expanded the roles of the Junior Board to promote their participation in the policy-making process.

1-on-1 Meeting To increase communication between leaders and members, we are focusing on improving
leaders’ 1-on-1 communication skills to promote 1-on-1 meetings. At the Manager Leadership Workshop, all
team managers/PL learn how to take advantage of the meetings and prepare action plans. In addition, execu-
tive officers discuss their roles in creating an environment to support their actions and increase the effective-
ness of the program at the Executive 1-on-1Workshop.

2018.12.27
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Cooperation in the Organizational culture

SK hynix is promoting cooperation in workplace through the “HyThanks” system, which was introduced
to our business sites in Wuxi and Chongging and other overseas sales offices as well, allowing us to send
“Thanks” to our employees and suppliers. When employees receive “Thanks” from others, they earn I-
Points convertible to the wage, or they can choose to donate it to charity. Up to now, KRW 6.13 million
has been donated from HyThanks.

Maintaining a Healthy Work-Life Balance

We are committed to boosting the creativity and work performance of our employees by helping them
to have a variety of experiences outside their work. Overtime and working on a holiday are limited to
average 12 hours per 4 weeks, and we ensure flexibility in work schedule in case of urgent matters. Any
projects with more than 52 hours of overtime are subject to written report and review, and unnecessary
or extra work is kept to a minimum. We plan to recommend optional leave for those who have worked
more than 52 hours a week and include 52-hour work management in leaders’ responsibilities as part of
our efforts to support the system.

Analysis of Organizational Effectiveness at Global Business Sites

At our Wuxi campus, organizational effectiveness is measured and analyzed in order to establish team
development strategies. Based on the factors that have an effect on team performance, managers’ lead-
ership performance as well as the team’s strengths and weaknesses are identified. We plan to analyze
more than 4,400 employees and Directors. The organizations with low performance based on results will
be provided with organizational development programs to make necessary improvements.

Monitoring the 10 Promises of Leaders To promote changes in our organizational culture through the 10
Promises of Leaders, we are working on the “Monitoring of 10 Promises of Leaders.” By conducting quarterly
surveys on leadership performance for Section Managers and higher-level managers, we encourage them to
keep their promises. Since the 2Q, 2018, the survey has been performed three times and the rating given by em-
ployeesincreased from 4.0(2Q) to 4.2(4Q).

Employee Communications

Employee Satisfaction Level

SK hynix uses various communication channels including Culture Survey, Labor Risk Assessment, anon-
ymous forum on the Intranet, and periodical interviews to listen to voices of our employees and monitor
their satisfaction level on jobs and organizational culture. We are also promoting flexibility in our organi-
zational culture to build employees’ trust and keep them focused on their jobs.

SK hynix’ Culture Survey

Every year, we conduct the “SK hynix Culture Survey” for all employees as part of our efforts to improve
organizational culture. The survey consists of “Performance Boosting Organizational culture” and
“SKMS(SK Management System)” with questions specific to leaders and members for effective analysis.
In addition, new questions were prepared based on 3S(Say, Stay, and Strive) to measure the level of
engagement and the areas of improvement were identified by measuring and analyzing the factors that
affect their engagement.

Positive Response Rate in the Culture Survey (Unit: %)
Organization : s Significance : Anticipation : Recognition
@ engagement /ﬁh of work and ooo towards future | and trust from
@ ey performance growth society
f f i 87.9
8564 86.1 855 \1\86'4
. e : 84 4 i i 843 | gy @
839 _e@— s o 829 | i 842
0o. . - — .
o e 82 e
L 4 R : ;
2016 2017 2018 | 2016 2017 2018 i 2016 2017 2018 | 2016 2017 2018

Positive Response Rate in the Engagement Measurement

78.7% 74.7%

SAY STAY

88.0%

STRIVE
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Various Communication Channels for Labor Relations

Based on the spirit of “No Sa Bul Ui(the company and labor are intertwined and cooperate with each
other),” we promote mutual trust and harmony in our labor-management relations. At our Icheon and
Cheongju campuses, we share our roles in social value creation and ideas for improving work environ-
ment and conditions while reflecting their input in our operation through 4-stage labor management
communication channels. At our Wuxi campus in particular, we promote understanding of business
operation through active communication and presentation of our policies and in Chongging, we focus
on strengthening labor-management communication through monthly seminars. For the 36 years of
operation since ourincorporation, there have been no labor disputes or strikes.

4-Stage Labor-Management Communication Channels in Workplaces in Korea

Iststage 2ndstage 3rdstage 4thstage
Stage Weekly Labor- — Monthly Task —>  QuarterlyLabor- — Central Labor-
Management Practice Distribution Council Management Council Management Council
Meetings Meetings Meetings Meetings

Resolving on-site
complaintsand
deliveringmanagement
issuesand messages

14

Channelsforsharing
Role labor-management
issueson aregular basis

Channelfordiscussing
labormanagement
issues by workplace

8times

Channelfordiscussing
company-wide labor
managementissues

1 times

Performance
in2018 6 8 )
times

Zero

labordisputes formorethan 10years
atWuxicampus

2018

Wuxi campus selected for
Nation’s Most Exemplary Labor Relationshipin 2018

Performance Evaluation

Performance Evaluation Principles & Policies

SK hynix provides systematic support to its employees to help them achieve their individual per-
formance target and align theirs with corporate strategies. To this end, we ensure that continuous
feedback and coaching are provided based on e-HR performance management system, while good
performance is rewarded through a fair and consistent evaluation process. Furthermore, in response
to increasing diversity in performance creation systems and human resource, we take a more flexible
approach to our performance management to help our employees boost their performance. We plan
to make continuous improvements to our performance management system to support individual
development and performance enhancement with the focus on improving our ICT system to promote
feedback-based systems.

Performance Evaluation Process

SK hynix conducts a comprehensive evaluation for our technical office staffs once a year, taking into
consideration year-round business performance, corporate value creation, competency assessment of
performance level, and peer evaluation. The evaluation is designed to promote their engagement and
motivate them to boost their performance. We also ensure a fair evaluation process by establishing an
Audit System to minimize errors toimprove its credibility and transparency.

SKHU Team
Kim Min-Joon TL

INTERVIEW

The power to get through a crisis in a difficult situation lies in technology based on solid
knowledge. We will strengthen SK hynix’s engine so that we can go even further through
education, which is the very foundation of the development and growth of technology.

SKMS Team
Noh Young-Soo TL

In 2019, the first year where “Hygineer’s pursuit of happiness” is the priority. So we will
establish a detailed action plan to help the members find happiness in their workplace.

In addition, with the changing business environment and the growing importance of the
Millennial generations, we will spread and expand the new basic rule of “Hygineer’s Strong
Concentration Tenacity” that revised the existing “SK hynix member’s Strong Behavior” so
that Hygineers can accept it more easily and use it in real life.
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QI Work Flow
SK hynix’s Approach to Customer Satisfaction
Create and improve checklists
. . . . . T
SK hynix is committed to customer satisfaction through sustainable
production and sales. \L R ontnuously)
In particular, from technological breakthrough to product sales, Analyze eeterothe Analyze and
we implement quality assurance throughout the value chain to supply customer  —> gatabase —>  Assessrisks —> assessquality —> Internalize —> Analyzeeffects
. expected risks
reliable products to consumers.
Gaininsight Build adatabase Assess the risk Analyze and Testand Analyze
into quality of customer onthecollected assess quality improve quality internal effects
intelligence expected customerdata riskitems risksinadvance Applytheresults
CollectvoC DevelopaQl Compare Identify areas of Strengthenthe ofanalysistoall
system andanalyze improvement items needed nevzjandcurrent
. ) f o products
Quality Assurance at the Customer Contact Points (Completedin customer for forcertification/ Lo
] ) o ) . ) ) ) July2016) environment internalization mass- Analyze
SK hynix pursues continuous quality innovation to achieve the highest level of customer satisfaction. 777777~ andinternal T production/ external effects
Throughout the entire process from customer certification to mass production, we apply stringent evalu- quality GATE \mprovelz {
) o . . ) . . - t it
ation criteria to recognize potential defects and make necessary improvement with our QI(Quality Intel- jyszser;”ce Cu(sjtomAlze‘ ‘;j;”nztjzuj ity
. . . o T and optimize
ligence) system. In 2018, we implemented a management system to identify and respond to the needs of thequpa“ty thequality
our customers in a more efficient way. system for mass management
production
Server Products To minimize defects at customer contact points, SK hynix carried out on-site assurance and OptlmlzeCS """""
evaluations while providing prompt feedback on defects which occurred at ODM. By doing so, we managed to re- certification
duceinefficiency inthe collection and delivery of our products, and prevent additional defects during that period. process

Mobile Application We engage from the development process and conduct tests at each stage to reflect cus-
tomers’ needs at the test level while taking prompt actions to improve results and the level of their satisfaction. workshop based on the results of a preliminary survey conducted in the first half of the year to produce
improvements and to analyze the difference between excellent and insufficient suppliers in order to pro-

SSD SK hynix built a database to gain insight into user patterns and save them to the products to ensure that . . )
— ynixbul gain INsight Into userp ! procu 5 vide the highest-quality products.

they can get the products they need. We use customer-oriented quality management to identify and remove
defectsin advance and increase customer contact points to tailor our service to their needs.

Customer Quality INTERVIEW

Customer Satisfaction Survey Nam Jae-Min TL

SKhynix conducts customer satisfaction surveys every year to achieve customer satisfaction. The targets The level of quality expected by customers is gradually increasing. Therefore, we will iden-
of the surveys are selected by considering financial information and prospects of each application field. tify the root cause rather than the level that controls the customer’s defect so that we can
The customer satisfaction survey is evaluated by dividing it into quality, customer response time, defect achieve the best level of quality management.

cause analysis, cooperation, intimacy, and technology. In the future, the company plans to conduct a
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Quality
Intelligence (QI)

Key activities
analyze user environmentand reflect
lessonslearned in practice

Results

customized mass production/
certification quality system
implemented

Quality
Management Spike

|

Quality
Management
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Design/Development
Quality

Key activities

establish new product quality assessment
plansand develop proactive quality
assurance technology

Results
assurance standards/process established
forconsistent quality

Key activities

respond toissues aftersupply,
analyze/respond to defects, and
prepare customer response strategy

Results
quality managementissue control

Shipment Stop

Development/
Certification

Quality

Key activities

improve product defects,
certification process, development tech,
and New scheme, Firmware validation

Results

developed product certificationand
proactive quality control

Shipment Quality
Assurance

Mass Production/
Manufacturing

Quality

Key activities

manage mass production
quality(inadequate materials,
process change, process capacity
improvement, early detection of
flaws)

Results

mass production quality control
through proactive management

‘

Key activities

strengthen early defect detection
conditions, manage theinflection point
of mass production,andimprovethe
consistency in quality

process

Results
mass production quality issue control for
proactive quality management

Process Quality
Issues

Quiality issues of products supplied to customers

Improvementactivities
* Improve product quality based on quality management environmentanalysis
« Strengthen in-house certification and mass production line quality

management process
Results 2017
reduced by 39%
comparedto2017 AU <« 39% —

Identification of defects through inspection prior
toshipment

Improvementactivities

+ systemize defect detection process

Results
reduced by 63%
comparedto2017  [AYE

63%

Quality issues during the mass production process

Improvementactivities
* Increase the application of On time NCRB(real-time defective materials
detection system)
+ Strengthen the validation process of PCCB(Process Change Control System)
+ Enhancereal-time defect detection and change control management
Results

2017
reduced by 37%
comparedto2017 4K “— 37% —
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GOVERNANCE |Corporate Governance

SKhynix’s Approach to Governance

A healthy governance structure lays the groundwork to secure the trust of all
stakeholders and to conduct honest and responsible business operations. SK hynix
sets the direction of a healthy governance structure and executes it to achieve our

ultimate vision to become the top semiconductor specialist.

Operation of the BoD

As the top decision-making BoD(Board of Directors) of SK hynix, the BoD determines the company’s core
management goals and basic management policies. In order for the BoD to make decisions that enable
SK hynix to manage continuously, we consider and practice measures to build a sound governance
structure and enhance the expertise of the BoD through evaluation of the BoD. In 2019, we separated the
titles of CEO and Chairman of the BoD to protect the rights and interests of our shareholders and increase
our corporate values while strengthening the BoD’s roles of monitoring and controlling management.
In order to enhance the professionalism of the BoD, we upgraded the board information service system

Composition of the BOD (As of Aprile 2019)

Classification ~ Name Tenure Positioninthe BoD

Lee Seok-Hee 3Years CEO, Member of Sustainability Management Committee

Executive
Directors

Oh Jong-Hoon 1Years Vice President

Non-executive

Park Jung-Ho 3Years Chairman of the BoD

Director
. Lead Independent Director, Chair of Board of Inspection, Chair of
Choi Jong-W 6Y
ot ong=von @ e Council for Recommending Candidates for Independent Directors
Shin Chang-Hwan @ 3Years Member of Board of Inspection
Independent ~ SongHo-Keun @ 2Years Chair of Sustainability Management Committee
Directors

@ Vears Member of Council for Recommending Candidates for Independent

Cho Hyun-Jae Directors, Member of Sustainability Management Committee

@ 2vears Member of Board of Inspection

@ lYears -

Yoon Tae-Hwa

Ha Yung-Ku

and diversified the education of the directors. In addition, the electronic voting system was adopted to
protect minority shareholders’ rights and enhance shareholder value.

Composition and Roles of the BoD

By separating the CEO from the chairman of the BoD, we objectively strengthen the management activi-
ties and enhance transparency in the management of the BoD. The BoD reviews pending management
issues through a regular board meeting and a temporary board meeting held as required. In 2018, we
held 12 board meetings to review and approve 45 agendas with an average attendance rate of indepen-
dentdirector of 100%.

Supporting the BoD’s participation in management For the BoD to make reasonable decisions, we establish
and operate a computer system that provides information on management and agendas. The system helps
the board understands SK hynix’s management environment and agendas accurately make necessary deci-
sions at this point in time. In addition, we enhance the board’s expertise in the semiconductor industry and our
company by conducting new senior director orientation, semiconductor technology training, visits to global
workplaces, and regular workshops for directors.

Independence of the BoD @

In March 2018, SK hynix introduced the lead independent director system to reflect our stakehold-
ers’ input in our business practice. The lead independent director can organize independent direc-
tors’ meetings to support their roles and request major status report from management. From April
of 2018, we held 14 independent directors’ meetings to review 50 agendas. Unlike the general term
of lead independent director, we set the same term for their term that of independent director to en-
sure their independence and continuity of job performance. We give our lead independent director
the authority to evaluate the operation of the BoD to strengthen their supervision and monitoring of
independent directors.

Appointment of Directors

In its appointment criteria for executive directors and independent directors, SK hynix does not con-
sider any discriminatory factors, such as nationality, gender, religion, and ethnicity, as a restrictive
element in selection process. Directors are appointed through regular shareholders’ meetings, and
the proportion of executive directors is maintained at a majority of all directors in order to strengthen
the independence of the board of directors. Independent directors, in particular, are appointed at the
AGM through a strict screening process as well as transparent and fair recommendation by the Council
for Recommending Candidates for Independent Directors based on qualification criteria set forth in
applicable laws, including the Commercial Act, and professionalism and independence for adequacy
in performing their duties. In addition, to make sure that the BoD represent stakeholders and sup-
port social values in business operation and decision-making process, we consider diversity in their
experience and background. Based on this policy, we appointed independent directors based on their
expertise in economy and finance in 2019.
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Committees within BoD

Board of Inspection Operational Performance of Committees within the BoD (As of the end of 2018)

In charge of overseeing business management and financial reporting, the Board of Inspection plays the Committees Composition Roles 2018
role of ensuring transparent and fair accounting practice. To this end, it has the authority and responsi- Performance
bility to request sales reports from the BoD and investigate business operation and assets of the compa-

Board of Inspection 3Independent Auditonaccountingand business operation, Stimes
ny. To maintain its independence, the members are required to meet both qualification criteria and job P Directors and review of the appointment of independent directors
requirements for appointment and board operation. The Board of Inspection, in particular, is composed Councilfor o . A . .
. - - P - - . . Nomination of candidates forindependentdirectorsin
of only independent directors and it plays the role of maintaining the independence of independent di- Recommending 2Independent d ithaplicablel dregulati "
) ) ) ) ) Candidates for Directors accordancewith applicable laws and regulations, times
rectors. Also, we selected a committee of inspection with a CPA and enhanced the expertise of the board. denendent Direct and BoD Guidelines
. . ] X . . . . ndependent Directors
In 2018, the board held nine meetings and reviewed financial results, ethical practice, and internal ac-
counting system. Sustainability Z!ndependent Review of donations exceeding KRW 1billion, .
Management Directors, Rk X . . 4times
) - and establishmentand review of sustainability strategy
Committee 1 Executive Director

Council for Recommending Candidates for Independent Directors
The council which recommends candidates for executive directors follows the processin a fair and trans- Remuneration of Directors (As of the end of 2018, Unit: KW million)
parent manner and standards of commercial law and other related laws and we recommend candidates

ith ttise i . duct fi t and ial fields that t li Classification Number of Total Remuneration per
with expertise in semiconductor, accounting, management, and social fields that meet necessary quali- Directors  Remuneration Director
fications. In addition, the company has conducted in-depth review of its interests, expertise, and ethics -

Registered Directors 3 5,341 1,780

with the company or its controlling shareholders to achieve independence and expertise and recom-

mended qualified executive directors to ensure transparency and balance through supervision, advice Independent Directors 2 147 735
L, . . . . (excluding Members of the Board of Inspection)

and checks on management. Currently, SK hynix’s Council for recommending candidates for executive

directors has two executive directors to ensure itsindependence. Members of the Board of Inspection 3 288 %
Sustainability Management Committee Annual Rate of Compensation (As of the end of 2018, Unit: KRW million)
To further strengthen our social value creation, we established the Sustainability Management Com- Classification 2016 2017 2018
mittee within the BoD which is our ision-makin .Com f one executive director an
tt?e thinthe O ¢ §ou top qu§O ) aking body. Co po§ed O' © e? ecutived ?Cto'é d Highest Remuneration Amount(A) 1,649 1,893 3,510
two independent directors with expertise in social values, the committee is dedicated to maintaining
Average employee wage in Korea(B) 96 85 107

the highest level of transparency and professionalism in our decision-making process when it comes to
social value creation and sustainable practice. In 2018, it held 4 meetings to discuss and review the es- Rate of Compensation(A/B, multiples) 172 223 328
tablishment of SHE Foundation, sustainability strategy, and social value creation performance.

ESG Evaluation (Korea Corporate Governance Service(KCGS))

Performance and Compensation of the BoD Classification 2016 2017 2018

We compensate our directors based on the base annual salary and performance-based bonus within the 0 S . .
ass +

limit set at the Annual General Meeting in accordance with Article 388 of the Commercial Code and the
Articles of Incorporation. Their remuneration is determined based on the indicators consisting of finan-
cial performance in the previous year, achievement of mid- to long-term goals, leadership and contribu-
tion to the company within a certain limit. For independent directors, only base pay and travel expenses
are paid without any performance-based compensation to ensure theirindependence.
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Stakeholder Communication

©

KoSIF
Executive Director

Yang Chun-Seung @

SK hynix’s plan to convert to 100% renewable
power in its Chinese operations by 2022 can
serve as an example for other companies as
a corporate social responsibility for climate
change.

©

Center for Working Environment
Health Center Manager
Kim Hyoung-Ryoul

22N

SK hynix strives to prevent its suppliers’
members from being excluded from work-
ing environment improvements and dis-
ease prevention. In particular, SK hynix has
significant preemptive activities compared
to other companies, and concerns about its
sustainability.

- QBR(Quarterly

Business Review)

- Customer-oriented

Ql(Quality Intelligence)
activities

- Customer Survey
- Mobile Solution Day
+ CSC(Customer

Service Center)

- Product Exhibition
- Home Page

- Korea

Semiconductor
Industry Association

- Community

Chestof Korea

- SHE Committee
- Korea Chamber

of Commerceand
Industry

- UNSDGs
- UNGCKorea

)

Customers

289

Government,
NGOs

(Hi-tong, etc.)

lonl meetings

oo

i

Employees

Stakeholder’s
channel

Communities

Operation Council

Health

- Communication bulletin board

- SK hynix Culture Survey

- Labor-Management Council
- Management briefing
- Operation briefing session

- “WAK Concert”, Junior Board,

@"\%
Sharéhollders/
Investors

i

Suppliers

- Chemical Substance Council
- Happiness Sharing Fund

- Junior Engineering Class
- Local Childcare Center
- Centerfor Working Environment

- Annual General

Meeting(AGM)

- PerformanceAnd

Earnings Disclosure
Conference

- Investor Meeting
- Electronicvoting

system

- RegularGeneral

Meeting ofthe
Shared Growth
Council

- Shared Growth Day
- Shared Infrastructure

Portal

- Win-win Academy
- ESGConsulting
- Semiconductor Win-

Win CEO Seminar

..« Yoon Jin-Soo 1

-+ Jeong Tae-Won

-« LeeJin-Taek

©

KCGS Korea Corporate Governance Service "
Head of ESG Business Division of

In 2018, SK hynix sought to operate its Board of
Directors independently by introducing a Lead
Independent Director system and establishing
a committee for sustainable management.
Thiswill help companies’ decision-makingand
createsocial values.

Semiconductor education is difficult to ac-
cess, soitwas beneficial to get direct training
about the DRAM process and NAND applica-

tion products from SK Hynix’s instructors
through the program.

Sharing Hope for Youth

Daeduck Electronics Co. 0\—0
Deputy Director d— J—b

SK hynix supports CSR performance ac-
tivities of the suppliers, including pre-trade
code, along with which the CSR performance
of Daedeok Electronics is also improving ac-
cordingly.
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GOVERNANCE | Ethical Management

SKhynix’s Approach to Ethical Management

We believe that corporate social responsibility is to improve logical factors and
achieve business objectives in a stable and healthy method. SK hynix prevents
the unethical practices of the organization and employees through ethics
management to protect our human and material resources.

Ethical Management System

SK hynix has established a “Code of Ethics” to ensure a rational and transparent decision-making pro-
cess. The code is updated on a regular basis to reflect ethical trends and the current version(10th revi-
sion) was updated in October 2016. All our employees recognize the importance of ethical management
and sign the pledge on practicing ethics. The Code of Ethics and the pledge on practicing ethics are also
applied to employees at our overseas companies, subsidiaries and suppliers to raise awareness of ethi-
cal practice throughout the semiconductor ecosystem. The Ethical Management Office isin charge of our
ethical practice and operated under the CEO to secure its independence and strengthen the authority to
perform its responsibilities. The Board of Inspection reports on our ethical management every quarter
and incorporatesitinto our practice.

Ethical Management System

Ethical Risk Monitoring

Vigilance System

Aninternal inspection is carried out every year with the focus on our business practice to identify and
prevent ethical risks. We monitor five major areas - personnel, cost, receivables, purchase, and suppliers
and special risks management; not only on domestic workplaces but also overseas production and sales
corporations. In addition, we have integrated the ethics management portal “Ethics Plus” as part of our
risk prevention measure.

Ethics Survey

We conduct ethical practice surveys on a regular basis to identify the company’s ethical standards and
derive improvement directions. The survey is also conducted for employees of our overseas companies
and subsidiaries. In 2018, 23,761 employees took the survey and the results were used to improve our
ethical management system and practice.

Counseling and Reporting System

SK hynix secured various online and offline communication channels to ensure that our stakeholders
can report on ethics-related issues. We operate the informant protection program, which guarantees
anonymity of all informants, as a measure to prevent retaliation, including disadvantages in relation to
status or discrimination in work conditions. We clearly state that disclosure of the identity of informants
is a cause for serious disciplinary action. In 2018, 116 cases were reported, valid 40 cases of which were
investigated, and 34 employees were subject to disciplinary action. Based on continuous monitoring
activities, we are creating an environment where informants are protected and encouraged to report un-
ethical conduct.

Participation in Ethics Survey Reports and Disciplinary Actions for Ethical Practice

i -

>

o ly]

Code of Ethics

Dedicated Organization Ethics System

- Prevention of Unethical
Conduct
- Business Diagnosis

- EthicalManagement Committee
(IndependentResponsible
Management Support Team)

- EthicalManagement Office

- HROrganization

+ SKGroup Management Philosophy,
Ethics Guide

- Declaration of Ethics Management,
Principles of Ethics,
Practice Guidelines

- CEO’sEthical Management Message

Classification Number of Respondents  Classification Unit 2016 2017 2018
Domestic Sites 16,478 Total Reports case 104 117 116
Overseas Sites 5,337 Valid Reports? case 44 47 40

Measures Against
1,946 Unethical Conduct
(Serious Disciplinary Actions)

Subsidiaries(System IC Person 60(18) 65(37) 34(15)

and 2 other companies)

1) Excluding simple complaints, general inquiries, advertisements,
and groundless slanderous reports

. 1) SK Ethics Management 2) Regulations to Protect
@ Ethical Management System @ ) . : . & @ ) Regulati
Online Reporting System Informants


https://ethics.skhynix.com/jsp/main.jsp
https://ethics.sk.co.kr/Eng/Report/OnlineReportIN.aspx
https://ethics.sk.co.kr/Eng/Report/Protection.aspx
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Spreading the Culture of Practicing Ethics

Ethical Management Training

Every year, SK hynix provides ethical management training programs both online and offline for all our
employees and training contents are developed in English and Chinese for the employees of our over-
seas companies. Online program focuses on basic common areas and case studies of unethical practice
toraise awareness. In particular, it covers the need for ethical practice, dealing with suppliers, and report-
ing procedures to become required courses. Additionally, the contents were customized for the unique
characteristics of technical office staffs and production employees to improve its effectiveness.

Participation in Online Training

Classification Number of People

SK hynix Domestic Sites 22,541
Overseas Sites 6,226
Subsidiaries(System ICand 2 other companies) 2,308

Debate Training led by Leaders

To improve employees’ ethical decision-making and performance, we hold “Debate Training led by
Leaders” every year. Participants discuss ethical dilemmas in a workplace and internalize the Code of
Ethics. Based on the results, practice guidelines are established for each organizational unit for ethical
practice. The trainingis also available to employees of our subsidiaries and overseas offices.

Participation in Debate Training led by Leaders

Classification Participants

SKhynix Domestic Sites 22,144 employees from 887 organizations

Overseas Sites 1,101 employees from 65 organizations

Subsidiaries(System IC and 2 other companies) 1,372 employees from 59 organizations

Visiting Ethics Class

SK hynix organizes a Visiting Ethics Class on an occasional basis as part of its ethical management train-
ing. Based on risk analysis in ethical management, we provide training contents for our employees. In
2018, 51 sessions were held for 4,228 employees.

Ethical Management for Suppliers

We are creating an ethical organizational culture with our suppliers. To this end, we introduced monthly
Q&A sessions “Let’s learn about ethical management” where we share our ethics policy and information
with the employees of our suppliers. Individual e-mail messages are sent to sales managers who arein
close contact with our employees while information about GPIS(Global Procurement Integrated System)
is provided to disseminate ethical standards. At the Wuxi campus, an ethical management seminar was
held for 34 suppliers in 2018 to promote our ethical practice. In cooperation with our suppliers, we will
continue to create an ethical ecosystem and raise awareness of our ethical responsibility.

Ethical Training Hours per Person (Unit: Hour)

2016 0.72

2017 1.46
2018 1.46
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GOVERNANCE | Compliance Management

SKhynix’s Approach to Compliance Management

Recently, the social demands for fair trade and anti-corruption are becoming more
stringent all around the world. SK hynix continues to voluntarily strengthen our existing
principles on compliance management in order to comply with laws and regulations
targeting society, market and the government. SK hynix complies with overall domestic
and international fair trade laws along with its efforts to compete in a fair and liberal
manner to secure fair trade orders in the semiconductor industry.

Compliance Management Principles

Recognizing compliance management as an integral part of our corporate philosophy for sustainable
growth, SK hynix has strengthened our compliance system and practice. Our compliance principles are
based on the customers’ requirements and characteristics of the semiconductor industry, as well as
local laws and international codes, which serve as guiding principles and standards for our employees.
The Global Compliance Program, in particular, encompasses compliance activities in key areas includ-
ing antitrust, anticorruption, information security, and strategic materials. In addition, we have formed
a Global Compliance, Disciplinary Committee which is a compliance officer and a dedicated organiza-
tion for compliance control of SK hynix in order to review compliance with the principles and report to
the CEO.

Compliance Management Organization

CEO

Compliance Officer

Disciplinary Committee

Global Compliance

- Review and take disciplinary actions against
violations of the laws

- Review and take disciplinary actions against
each caseof violation

Compliance Program operation and support
- Compliance Program planning
- Trainingand counseling
- Prevention and supervision
- Systemimprovement
- Guidebook preparation, etc.

Strengthening the Antitrust System

SK hynix reviews fair trade procedures and details of major sales subsidiaries every year, and make nec-
essary improvements. We also carry out preventive antitrust training to raise our employees’ awareness.
In 2018, we conducted compliance reviews and training of major overseas companies in China, America
and Germany. We identified the differences in antitrust laws and the degree of enforcement in each
country in which we operate our business, and developed and distributed antitrust guidelines by work
process and area. These are robust regulatory requirements set to ensure compliance with the laws of
all countries. We also organize seminars consisting of one-on-one counseling and Q&A sessions with a
panel of ourinternal lawyers and antitrust lawyers to maximize the effectiveness of training.
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Strengthening the Anti-corruption System

SK hynix strictly prohibits any forms of corruptive practice and bribery in every country in which we oper-
ate our business. All our employees pledge and take online training programs for the prevention of viola-
tions in the course of performing their job under the Improper Solicitation and Graft Act(“Graft Act”). In
addition, we provide anti-corruption internalization training on a consistent basis and keep our employ-
eesinformed of any changesin laws and regulations.

Fair Trade Compliance Program

SK hynix established the internal policy based on the Fair Trade Act and the Subcontracting Act to apply
it to our preliminary review process when dealing with affiliates and subcontractors. We also provide
training on compliance with the Fair Trade Act and the Subcontracting Act for those who are in charge of
the trade. In 2018, we included our subsidiaries for the training program and tailored it to their needs to
strengthen our foundation for fairand transparent practice.

Consultation and Reporting of Unfair Transactions

With the trading system for the contract tender in place, we monitor and prevent unfair transactions
through various channels including e-mail, phone, and online reporting system?. The online reporting
system, in particular, is designed to protect the identity and information of whistleblowers to prevent any
unauthorized disclosure. We also keep the whistleblowers informed of the progress and maintain close
communication to prevent unfair transactions.

@ 1) Reporting of Unfair Transactions

CASE. Response to the EU-GDPR

We established a system in response to the EU-GDPR(General Data Protection Regulation), the
privacy protection regulations which apply to the companies operating in EU and those providing
goods or services to EU residents. Its violations are subject to penalties up to 4% of annual sales.
SK hynix implemented the system to ensure compliance with the EU-GDPR, where we designate a
person in charge of privacy protection at each workplace, and formed the Global Privacy Protection
Committee to establish monitoring and improvement plans through discussion and review.

Establish a work process to handle requests from information owners to
protect 8rightsto access, correct, delete, restrict processing and relocate
information

Work process that protects
therights of information owners

Building GDPR Dashboard System to
protectthe rights of
information owners

Instruct major contents of GDPR and rights guarantee, System registration
and processing function ifinformation controller practices its rights,
Personalinformation processing history record keeping function as
information controller

Ensuring transparencyin
personaldata processing

Ensure transparency in the notification and consent process for collecting,
storingand using personal data to protect information owners’ rights to know



http://www.skhynix.com/eng/sustain/unfairTradeReport.do
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GOVERNANCE | Risk Management

SKhynix’s Approach to Risk Management

We prevent various uncertainties and possible damage that may occur during

business operations which we effectively evaluate and control in order to maximize

company value based on sustainable and stable growth.

&

Risk Management Structure

Enterprise Risk Management

SK hynix operates an integrated risk management system to preemptively detect and respond to risk fac-
tors that may have negative impacts on achieving management goals. The management organization
and consultative councils of each risk area are taking control of risk recognition, dissemination, and the
establishment of response strategies.

Operation of Various Risk Management Councils

We currently operate a wide range of management consultative bodies to efficiently handle complex
risks that require collaboration with each managing department. We manage the non-financial areas as
well as those classified as financial risks on a company-wide level in an integrated manner through the
ESG Committee, BCP(Business Continuity Plan) Committee, and internal control CoE.

ESG Management Reinforcement Established in 2019, the ESG Committee aims to proactively identify and re-
spond to ESG-related issues and smoothly implement a sustainability strategy system on the basis of “Co-work”
to help eliminate management risks in the ESG sector, creating a favorable business environment. To facilitate
the implementation of ESG and sustainable management strategies, we hold a monthly committee meeting
consisting of executives from 7 key ESG-related organizations(Sustainability Management, SHE, Organizational
culture, Ethics Management, CR, IR, Purchase)

Monitoring & auditing

Risk management responsibility ol
risk management

Finance Exchange Rate, Tax, Cost, Disclosure
Constantly Sense ‘
i theRisksin Each Sustainability SHE
Risk
Facltsors Industry Environmental and Safety, R&D, BCP - Department Management
(Risk Assessment ESG SHE Agenda

and Stress Test)

Patent, Purchase, Personnel, Legal, General

0 ti
peration Affairs, ITGC, Sustainability Management

Generalization  Generalization

ESG Committee

o _ ‘ Sustainability
Organizational Ethics CR R Purchase — CEO Eed Management
culture Management Committee

DriveChangeson  EthicsAgenda Respond to Respond to Manage

HR/Culture Generalization CRIssues, InvestorNeeds  Shared Growth

Promote Social withsuppliers
Contribution oP N Compliance N Board of
Tasks Management Inspection
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Response to Disaster and Crisis In the event of a disaster or crisis, we run the BCP Committee to respond to the

crisis on a company-wide level and swiftly recover from the disaster and resume work. Upon receiving reports
about the situation, the Committee discovers, reviews, and approves policies and plans for the quick resump-
tion to work. In 2018, we conducted a simulation drill for crisis management by selecting the topic of produc-
tion shutdown and gas leakage, which may occur due to safety accidents. We are re-examining our global crisis
response capabilities and improving vulnerabilities that have the potential to cause large-scale damages.

Internal Control We operate an internally controlled CoE to consolidate our management system that can
effectively drive the process leading up to the financial outcomes, and support our unique operations for the
company’s revenue generation. In order to stabilize regulations and procedures for system operation and to
establish an evaluation system as well as permanent and regular inspections, we identify work flows with a
Plan-Do-See system, and financials risks through procedure-based task analyses. We also implement control
measures by risk type and efficiently manage them.

Integrated Management via Systems

To systematically manage corporate-wide risks, we actively introduced IT systems to identify and man-
age potential risks. A variety of IT systems we are currently operating are: the Hi-Fi for integrated man-
agement of corporate financial risks, HRMS for comprehensive ESG risk management, SHE portal for
integrated health and safety management, G-PIS for integrated supply chain risk management, and
EthicPlus for internal control of ethical management. Other efforts include monitoring the risks and en-
hancing physical and technical vulnerabilities.

Potential Risk Management

Description of Risk Potential Business Impact ResponseActivity

- Recently, global NGOs have
identified Cobaltasanew

- Increased interestamong - Request thedisclosure of usage

SUSTAINABILITY PERFORMANCE APPENDIX

Society

conflict mineralthat supports

governmentsand civil society
in conflict minerals canleadtoa

information on Congolese Cobalt
tostopits usein rebel-occupied

Increase of rebelsin Congo and urged to negative corporate brandimage. mines
humanrights act. - Regulations on conflict minerals

risks during - Companieswith China-Korea are becomingstricter, especially
laborforraw production value chains need intheU.S.and EU.

materials ahighlevelofsupplychainrisk - Usingconflict minerals can have

suchascobalt

control, with Korea classified
asthe mainimporter of
Cobalt.

anegative effecton the results of
duediligence asassessments of
major customers’ suppliersare
beingintensified.

- Increased risk of information

leakage, theft,and cyber
attacks asthe digital

- Damage of industrial information,
such as leakage of internal R&D
results, may hinder mid-to long-

- Establishindustry security policies,

increase security awareness
amongmembers and develop

Information transition,suchasAl,isin full term growth of companies. voluntary security activities
Protection swing. - Cyberattackson high-tech through campaigns andtraining
andHacking - Asfactoriesare becoming factories can lead to reduced - Strengthen the computer security

more advanced, financial
damage from cyberattacks
canoccur,

productivity, financial loss, and
industrial accidents.

system, such as SIEM(Security
Information & EventManagement)
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Business Continuity Management

In order to ensure business continuity in case of emergency, build trust with customers and strengthen
our leadership position in the industry, we implement the BCP. We identified 56 risk factors based on
internal and external environmental analysis and studies conducted by NFPA(National Fire Protection
Association), EM-DAT (Emergency Events Database), FEMA(US Federal Emergency Management Agency)
and the Ministry of Public Safety and Security. From them, we selected risk factors that are subject to the
BCP management and incorporate it in our BCP. Based on the identified risk factors and the resources
required for recovery, we set strategies for normalization of business operation. We are committed to
improving the effectiveness of our crisis response and recovery process through annual company-wide
simulation training.

1S022301, International BCP Standards

Since 2014 when we acquired 1IS022301 certification for Icheon and Cheongju Campuses, we earned cer-
tifications for all our campuses including Wuxi in 2015 to Chongging in 2017.1S022301 is an international
business continuity management standard of the International Organization for Standardization(ISO),
which became effective in May 2012. It certifies the company’s ability to normalize their operation as
soon as possible in case of disaster or emergency. By renewing 15022301 certification on a regular basis,
we plan to strengthen our foundation for recovery and expedite recovery process for production, human
resource and logistics within the target period in case of fire or natural disasters in accordance with our
plans.

BCP Framework

Business Continuity Plan

Analysis

Prepare Test Planning

- Drill Exercise

- Internalinspections

- Executive reviews

- Continuous
improvement

- BCPstrategy planning
based onresource
acquisitionand
replacementanalysis

- New BCP Developments
- BCP Updates

- Monitoring
- Riskassessment
- Businessimpactanalysis
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Expansion of BCP Management Areas

While undergoing the 1IS022301 certification process, SK hynix recognized how suppliers’ supply can
affect our operation and the need for a proper response system in place. In addition to SK hynix’s BCP
management, the company has expanded the BCP management area to support the supply chain in
order to enhance its suppliers’ ability to cope with risks. We analyzed the demands for suppliers with
a strong impact on our operation in case of discontinued supply of raw materials and held “Suppliers
BCP Seminar” with six of them, where we shared our know-how on how to build a BCP system and re-
minded them of the importance of BCP in crisis response management. By sharing our knowledge and
infrastructure in this way, we aim to promote SV to the supply chain, and created a sustainable business
ecosystem for mutual success with our suppliers. We will continue to expand the scope of application for
our BCP initiative and strengthen business continuity throughout our value chain.

BCP Operation Process
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Detailed Strategic Direction and Action Plan

@ Securing BCPimplementation capacity: validate BCP system through R&R establishment in case of emergency and regular
simulation training

@ Strengtheningresponse capability to customers: achieve the global BCP level by maintaining IS022301 certification and
successfully responding to customerinquiries and audits

® Internalizing BCP DNA: internalize the BCP DNA by promoting a culture in workplace and continue to make improvement on
BCP

1) ERT: Emergency Response Team

Accident notified/ Emergency Operate ECT |nvesticate initial Closethe BCP and
Emergency situation [d disseminate —>  evacuation/initial —> Initialaction (Emergency 8 DeclaretheBCP  —> Activate BCP -
. . damage return
information response Control Tower)
Report > ControlRoom Decidetoevacuate Initial action Manage internal Investigate initial Declarethe BCP Assessdamage/set Preparetoreturn
operations damage direction
Transfer patients ERTY&onsite dispatch diigzmggttign Determinecrisis level Agfg?]gaets)? Execute recovery plan Deactivate the BCP
Execute recovery
Emergency measures support plan

Execute business
normalization plan

Execute external
response plan
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Reinforcement of Industrial Security

Industrial Security Policy

SK hynix is committed to enhancing the security culture at our workplace to promote sustainable
growth, recognizing all the tangible and intangible assets of our company including key talents and intel-
lectual properties as a source of gaining a competitive edge, and keeping in mind that industrial security
contributes to the protection of national interests as well as our corporate future. Once a month, we hold
an IT security meeting to discuss and review IT/security policy, and security of new systems with relevant
teams in order to optimize our efficiency and the process of building security/IT operation environment.
Every year, we appoint a security officer in each department to identify security risks in our ongoing secu-
rity policies and take preemptive measures to enhance our security regulations. In 2018, we established
anew T security team to improve our IT security environment in the areas with growing security threats.

IT Security Awareness Campaign

SK hynix has raised our employees’ security awareness and has strengthened a security culture in our
workplace through security awareness programs. As part of this initiative, we distribute a security letter
program called “Security Day” on a weekly basis and organize training using the contents we developed
while sharing the results with all employees. Leveraging the high level of security awareness, our em-
ployees report security vulnerabilities playing an important role in prevention of security breaches. In
2019, we plan to provide online training on key security regulations and case study for our employees.

Privacy Protection

Recognizing the leakage of personal information may result in not only legal liability of the company
but also serious damage to individuals. In response, we thoroughly comply with the compliance regula-
tions in and out of the country and identify and respond to the related laws and regulations. In 2018, we
reviewed the European Union’s privacy protection system in line with the implementation of the EU’s
to establish a response system to resolve compliance issues that may occur when transferring personal
data to our head office. We also carried out inspections of 19 personal information service providers in
the areas of health, welfare, and training, and made sure that proper security measures were taken when
itcomesto collecting, using, disclosing and destroying personal data we provide.

SIEM Process

Capacity Enhancement of Security Personnel

In line with the enhanced industrial security standards, we distributed the “Security Work Process Man-
ual” to our security personnel and conducted training on sexual harassment and disability awareness
as part of our efforts to prevent human rights issues. In addition, we organize monthly job and security
system training at our facilities with the same conditions to security checkpoints in order to protect our
technologies and company assets. We also introduced an incentive system for security personnel to mo-
tivate them to boost their performance and improve security. In 2018, we increased their pay rate and es-
tablished a payment policy for new employees, records of violation, and individual payments to improve
their morale and motivation.

Computer Security System

In order to predict and respond to information leakage and security threats, SK hynix introduced a
robust computer security system. We also separated the FA(Factory Automation) network from the
office network and strengthened the network separation by implementing the VDI(Virtual Desktop
Infrastructure) to enhance our business continuity and security. Abnormal behaviors are managed us-
ing the SIEM based on individual computer system and the coordination between internal production/
manufacturingand R&D systems in addition to security solutions are expanded to advance the detection
performance of data leakage. In 2019, we plan to introduce big-data solutions to automate our detection
process and facilitate data analysis in multiple systems.

SIEM Process

—
Minimize secondary
attacks from web traffic by
controllingincoming traffic
through 24-hourinternet
access control

=

=
Build network
infrastructureand
security solutions against
hacking(e.g. malicious

codeand ransom ware) by
itstype

— ?9 —

Investigate on security
alertsoninformation
leakage through analysis

Classify 400 million daily
IT/security system events
based on predefined
internalinformation
leakage scenarios

SIEM Detection & Analysis
S B

Security Risk > Controlling Methods Collect DATA MART(RAW DATA)
- e-mail * Unauthorized Person - Illegal S/W Internal Physical External/Internal ~ Common
- Internet s UnauiiiermedlVeide  © cifias Information SecurityControl ~ NetworkAccess  IT-based i!i!i| == 7
i i Leak Detection&  Infrastructure Control Systems ~ Systems i" @
- Storage Device * Virus o~
* Printed Materials - Spam ControlSystems  Systems
’I ’l 4 22 ’l 7 1. Detection & 2.Dashboard & Ticket 3. Security Risk
types types types types Analysis Processing Management
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SK hynix’s Approach to R&D

SK hynix invests efforts to touch the hearts of our customers by providing
sustainable products that reflect our expertise in technology.
We secure technology competitiveness to supply customers with innovative
products that are reliable in use, so that the value that customers desire
connects with the product value of SK hynix.

Reinforcement of R&D

Setting Mid- to Long-term R&D Goals

To lead the semiconductor market, we are driving technological innovation in the next-generation mem-

ory sector.

Mid- to Long-term Goal

Building infrastructure for the development of next-generation memory
in preparation for the era of A.l.

Action Plan
C5) o m
"_o'\o_j /0 | m" .

Organizing specialized Building R&D facilities
workforce for future and
new R&D Fabs

Securing the expertise Settingaroadmap for
to extend DRAM and thetechnology forthe
NAND technologies next30years technology

Governance
Corporate Governance - Ethical Management - Compliance Management - Risk Management - R&D

Patent Management Process

To drive growth and strengthen our competitive advantages through technological innovation, we are
building a strong patent portfolio. In order to secure new patents in the areas with a high level of appli-
cability, we are engaged in various development programs that promote cooperation with the R&D seg-
ment from Business/product planning stage. For patents developed through this program, we provide
incentives on invention and patent application. Meanwhile, we are expanding our portfolio by acquiring
patents from external sources such as various industry-academic cooperation programs and improving
their competitiveness. Currently we have 12,588 registered patents and plan to enhance their scope and
competitiveness with the focus on next-generation technologies and a wide range of application.

Intellectual Property Management Process for Prevention of Infringement

SK hynix has entered a number of patent license agreements in relation to production and sales. The
license fees are paid in the form of a lump sum or a running royalty. A lump sum royalty is calculated by
dividing the amount based on the term of the patent license agreement as an expense while a running
royalty is paid based on a certain percentage of the sales it makes. We are responding to several disputes
over intellectual property rights including infringement cases with Netlist and Elm. We take a proactive
approach in our responses and negotiations to minimize the risks. If there is a high risk of loss in our re-
sources and the amount can be estimated, we recognize the amount as liability.

Employee Training on Intellectual Property Rights

SK hynix adopted employee training programs to raise awareness and promote patent development.
Online and offline training programs are given by both outside and in-house experts to develop exper-
tise, specialize in the patent areas, and to build a foundation for sustainable growth.

5@ 12,588...

Number of Intellectual Property Rights
(Asoftheend of December2018)
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Innovation from Cooperation

We promote technological and quality innovation through active cooperation among our employees. As
a starting point, we created “Imagination Town”, an online site to share suggestions for operational and
culturalimprovement, in which more than 70% of our production workforce have taken part. Adopted in
2014, the system collects ideas forimprovement through the intranet and incorporates them in our prac-
tice. By 2018, about 420,000 ideas were suggested and 70% of them, which is about 290,000 cases, were
applied. In addition to economic values it generates, we plan to upgrade the site to indicate social values,
so thatemployees can understand DBL better and apply it more.

Open Innovation

With the growing importance of semiconductors as ICT paradigm shifts with the Fourth Industrial Revo-
lution, the level of technological expertise required from companies is rising, and we promote Open
Innovation through close cooperation among customers, suppliers and experts. As part of this initia-
tive, we held a Semiconductor Innovation Idea Contest that anyone, either from inside or outside of our
company, can enter. As a result, we applied 15 ideas for patent registration and are going to finance any
additional research required.

CASE. R&D Project Failure Award

SK hynix held a contest for failed R&D projects
to recognize innovative challenges, encourages
them to identify the cause of failure and learn from
it. Introduced in 2018, the contest is designed to
promote the idea that failure is a great asset in the
R&D process and open to projects where technol-
ogies were not available at the time or innovative
ideas were not applied to product development.
From 456 cases added to the database through the contest, two organizations and five employees
received the award. They cover all R&D areas including “Competency/Infrastructure”, “Economy”,
“Mass Producibility”, “Human Miss”, “Strategy/Planning”, “Change Management”, “Line Operation”,
“Analysis/Gauge”, and “Future Technology”. Using failure as a foundation for innovation, we are
dedicated to overcoming technological challenges and pushing the limit.

Governance
Corporate Governance - Ethical Management - Compliance Management - Risk Management - R&D

CASE. Participating in the World’s Largest ICT and Home Appliances Exhibition CES 2019

By setting up a joint booth with SK’s major stake-
holders, we introduced future mobility technol-
ogy under the theme of “Innovative Mobility
by SK”. Under the concept of “Memory-Centric
Mobility”, SK hynix showcased DRAMs and NAND
Flash memories that are essential for self-driving,
Advanced Driver Assistance Systems(ADAS),

= infotainment and telematics. In a self-driving
M environment, data create new value such as
improved driving experience and reliability, and memory chips are the most important part of the
data flow. In line with this, we introduced DRAM, HBM(High-bandwidth Memory), and Enterprise
SSDs that are used for communication and data analysis between vehicle and data centers. In ad-
dition, among the participantsin the 2019 CES, global companies in the data center, cloud, storage,
and chipset sectors led by the fourth industrial revolution were consulted to explore ways to work
togetherto develop the global ICT ecosystem.

CASE. HiGarage, In-house Venture Accelerating Program

SKhynixlaunched HiGarage, an in-house venture
accelerating program, based on the SK Group’s
management philosophy of “a basic premise of
innovative growth has to be on the tolerance to
failure.” In the HiGarage program, six in-house
venture teams were selected out of 240 ideas that
could produce both economic and social values.
With KRW 200 million and a separate work space,
each team is endeavoring to develop their ideas
to a viable businesses. If they succeed in developing prototypes in the near future, they will be al-
lowed to choose either spinning off their businesses or making their projects in-house. SK hynix will
continue to give our emplyees to make double bottom line businesses with innovative ideas and
provide full support to create both economic and social values.
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SK hynix Sustainability Guidelines

SK hynix has progressed Sustainability Management based on SKMS, the management execution principle of SK Group.

For this, we enact the SK hynix Sustainability Guidelines and hereby subcontractors, partners and JV members as well as all members of SK hynix and subsidiaries transacting with us pledge to comply with it.

Declaration of Sustainability Guidelines

Even in a rapidly evolving business environment, SK hynix, based on its business operation principle, SKMS,
strives to bring happiness to all stakeholders including customers, employees, shareholders, local com-
munities, and suppliers, and to contribute to economic growth and happiness of humanity. SK hynix has es-
tablished SK hynix Sustainability Guidelines in order to grow into a sustainable company. We hereby declare
that our employees, subsidiaries, subcontractors, suppliers, and J/V employees will comply with SK hynix
Sustainability Guidelines.

In addition, with “Universal Declaration of Human Rights” SK hynix supports and respects various global
organizations’ human rights and labor protection standards, including OECD Guidelines, 10 Principles of the
UN Global Compact, UN Convention on the Rights of Children and ILO. Furthermore, SK hynix is a pioneer
company in complying with globally accepted policies such as California Transparency in Supply Chain Act
and the UK Modern Slavery Act.

Also, as a member of RBA(formerly known as EICC), SK hynix observes RBA Code of Conduct. SK hynix em-
ployees are in compliance with applicable legal standards in the places where it operates its business.

Declaration of Ethics Management

SK hynix recognizes that the ethical management is a generational responsibility. We conduct work in an
ethical and lawful manner to establish an order of fair trade and to build a clean and transparent organiza-
tional culture to fulfill our social responsibilities.

1. Allbusiness operations are to comply with the regulations and customs of the country and global society based on an
ethicalvalue system.

. Rootoutantitrustand anticorruption by firmly establishing an order of trade that is transparent and fair.

. Integrate ethical operations as a organizational culture and spread the culture to suppliers.

. Allocate an organization solely in charge of ethics management. Build a system of practice and continuously improve oniit.

. Publicize the declaration to stakeholders so they may effectively comply withiit.

g A~ W N

@ http://www.skhynix.com/eng/sustain/sustainManage.do

Human Rights
and
Labor Policy

Safety and Health
Policy

Anticorruption
Policy

Environment
Policy

Antitrust Policy

BCP Policy
Statement

Corporate
Security Policy

Tax Strategy

Attachments

Statement

- Supplier Code of Conduct
"""""""""" - Conflict Mineral Policy
- Slavery and Human Trafficking



http://www.skhynix.com/eng/sustain/sustainManage.do

SK hynix Sustainability Report 2019 OVERVIEW

SUSTAINABILITY

PERFORMANCE APPENDIX

Material Issue Management

i SK hynix i
i Sustainability i
i Guidelines i

o g 68

Awards, Recognition
and Association

GRI i Independent | \Verification i
Standards  {  Assurance Statementon |
Index i Report iGreenhouse Gas

UN
Global
Compact

About
This Report

Materiality Assessment

SK hynix selects material issues through a Materiality Assessment that
takes into consideration the effect on its internal and external stake-
holders, and industries, and includes them in its sustainability report.
We also identify the areas of focus for sustainability management
based on the business importance and the effect on stakeholders as
well as interests when establishing sustainability management strate-
gies.

2019 Materiality Assessment Results

Prevention of industrial disaster
and promotion of
safety awareness

Stakeholders’ interest

Eco-friendly energy
technology

§ Key topics

Environmental Protection

Supply Chain Sustainability Management
M Glocal Social Contribution
[ Diversityand Inclusion Culture

Media Research Analysis

and the supply chain

Impact on SK hynix and semiconductor industry

Culture

Evidence of “Stakeholder Impact” Coregrowth
External International Standards Analysis Analysis of international standards st.rategy?nd SEIE;
; ‘ g industrialtrends
EnV|ronment media, and external stakeholdersurvey
Analysis Stakeholder Survey and Expert Evaluation
— Key topics
Industrial Report Issues Evidence of “Business Relevance”
) Internal &external
. Employee Survey Benchmarking, stakeholderissues
Internal Environme internal review,
Analysis i
v Internal Review and analysis ofemployee survey
Multi-facet analysis of SK hynix’s sustainable management Materiality Assessmenton“Impact” Selection of
and “Relevance” key reportingissues
- Sustainability Material Issues Stakeholders GRIIndex  Impact? Page
Strategy
Human rights protection for employees Climate change Customers, 302-1,2,3 Risk
Environmental Government, NGOs
Protection @ L
Shared growth policy . ustomers, .
ey e Eco-friendly energy technology Government, NGOs 305-1,2,4,7 Operation
Selection and assessment of Shared growth policy forthe supply chain suppliers, 414-2 Operation ~ 39~43
the sustainable supply chain . Government, NGOs
equal opportunity i
Selec_t|on and assessmentofthe Customers, Suppliers 414-1 Operation  36~38
) sustainable supply chain
Supply Chain - -
sustainability ?uman rights protection ) Employees,
Management oremaloysesaneine sy gelydral Suppliers 4121 Operation  44~45
Work-life balance foremployees G ’ t NGO
Work-life balance for and thesupply chain overnment, S
employees and
i o chaii : ; o -
the supply chain Prevent_\onof\ndustnald\sasterand Employees, Suppliers, 403-1 Operation  30-34
promotion of safety awareness Government, NGOs
. Climate change Global Local community engagementand Local Communities, 2031 Risk 20~23
Social Contribution contribution Government, NGOs
Diersityare Inaluster Diversity and equal opportunity Employees 405-2 Operation 24

1) Operational Impact: An impact on value-creating business activities and processes(increasing market share, customer retention, new business

diversification, productivity, etc.)

RIsk: Gain or loss of trust from stakeholders(diffusion of negative publicity in the media and SNS, scores received through external evaluations, etc.)
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Financial Highlight
Key Financial Performance (Unit: KRW billion) Creating Economic Values (Unit: KRW billion)
Classification 2016 2017 2018 Classification Details 2016 2017 2018
Sales 17,198 30,109 40,445 Wage 1,988 2,824 3,379
Gross profit 6,411 17,408 25,264 Employees Retirement allowance 211 173 190
Operating profit 3,277 13,721 20,844 Welfare benefits 387 395 498
Income Sheet Profit before Taxand dues 288 2,831 5,848
corporate tax 3,216 13,440 21,341 Local communities
P Donations 52 76 62
OO 259 el 2801 Raw materials 2,458 2,814 3,720
Net profit 2,960 10,642 15,540 Suppliers Consumables/repair 3,635 4,260 4,313
Total assets 32,216 45418 63,658 )
Relene Shast _ Outsourcing 786 896 1,072
Total borrowings £hEE0 a AL 5281 Company Reserves value 2,537 9,936 14,514
Interest costs 120 124 95
Shareholders and investors
Dividends 424 706 1,026
Financial Performance by Region (Unit: KRW billion) Shareholders (Unit: Common shares, As of the end of 2018)

Classification

Sales  Operating Profit

Tax and Dues

Korea 41,507 20,664 3,451
Asia 26,343 262 116
U.S. 14,441 52 1
Europe 2,042 4 0
Total 84,333 20,982 3,568

Classification

NO. of stocks

Shareholding

SK Telecom 146,100,000 20.07%
National Pension Service 65,890,385 9.05%
Others 472,011,410 64.84%
Treasury Shares 44,000,570 6.04%
Total 728,002,365 100.00%
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Customer Environment
Customer Satisfaction Survey Results? (Unit: Point) Greenhouse Gas Emissions?
Classification 2016 2017 2018 Classification ~ Details Unit 2016 2017 2018
Customer Satisfaction Level 423 4.44 4.46 CO, 61,899 208,939 254,988
Computing DRAM 4.16 431 4.32 CHq4 3,361 3,237 4,086
Qs S Leval Mobile DRAM 429 447 457 N,0 235,205 85,849 113,306
by Application Mobile Solution 4.17 450 452 ) HFCs 129,864 123,899 131,402
Storage Solution 4.37 4.51 4.60 Scopel® PFCs 445,563 370,911 420,583
China 4.20 4.44 4.52 SFe 171,811 154,000 152,365
Customer Satisfaction Level America 410 439 419 NF; 853,867 762,795 881,814
by Company Japan 3.95 4.03 4.20 Total 1,901,570 1,709,628 1,958,542
Korea 4.66 4.57 4.68 CO, 3,284,705 3,372,407 3,948,968
1) Out of 5 points Scope2? CHq tCOseq 643 656 798
N,O 4,687 5,014 6,082
Total 3,290,035 3,378,076 3,955,848
(O‘;/qe;(s)erta)s transportation 42,947 66,030 58,992
g‘gji‘;‘s transportation 15,910 19,314 20,650
Scope 39 Waste 3,845 9,379 8,481
Overseas business trip 1,115 2414 2,136
Employee’s commute to work 9,938 14,197 18,841
Total 73,755 111,334 109,100
Scope 1 o tCO,eq/KRW 11.06 5.68 4.84
Intensity? S
Scope2 100million 19.13 1122 9.78

1) The previous data have been modified due to changes to calculation standards.
2) Based on Icheon, Cheongju, Bundang, Wuxi, and Chongging Campus

3) Based on domestic worksites

4) GHG emissions per Sales
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Environment
Energy Use Waste Recycling
Classification Details Unit 2016 2017 2018 Classification Business Site Unit 2016 2017 2018
LNG 1,249,146 4,144,315 4,818,131 Domestic worksites 154,790 219,418 359,117
Electricity 60,401,956 65,601,501 78,421,166 Recycle waste Overseas worksites Ton 26,059 31,653 42,379
Use by energy source?) — GJ _———
Steam 2,950,408 678,999 739,437 Total 180,849 251,072 401,495
Total 64,601,509 70,424,815 83,978,734 Domestic worksites 95 91 95
LNG 7.26 13.76 11.91 Recycling rate Overseas worksites % 56 58 62
Electricity  Gy/ 351.21 217.88 193.90 Total 86 85 90
Intensity? D — .
Steam KRW 100 million 17.16 226 1.83
Total 375.6 2339 207.6
1) Reported major energy consumption in Icheon, Cheongju, and Bundang Campus in Korea and Wuxi Campus in China Waste? (Unit: Ton)
2) Energy use per Sales . X X
Classification Business Site 2016 2017 2018
Domestic worksites 85,806 112,971 169,841
Raw Materials Use (Unit: KRW billion) Common waste Overseas worksites 16,596 17,413 20,386
Total 102,402 130,385 190,227
Classification 2016 2017 2018
Domestic worksites 17,217 128,972 206,690
Wafer 488 552 848
Designated waste Overseas worksites 29,885 37,247 47,516
Lead Frame & Substrate 156 167 182
Total 107,102 166,219 254,206
PCB 127 137 186
Domestic worksites 163,023 241,943 376,531
Others 1,608 1,866 2,391
Total Overseas worksites 46,481 54,659 67,903
S/P supplementary materials 1,432 2,161 2,701
Total 209,504 296,603 444,433
Total 3,810 4,883 6,308
1) The previous data have been modified due to changes to calculation standards.
SHE Expenses (Unit: KRW billion)
Classification 2016 2017 2018
Total 106 2833 276.6
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Environment
Water Supply and Use?) (Unit: 1,000m?) Wastewater Discharge?
Classification Details 2016 2017 2018 Classification Business Site Unit 2016 2017 2018
Waterworks? 79,485 91,288 101,403 Icheon 25,069 30,327 34,030
Surface water 5,482 5,986 7,558 Cheongju 17,344 17,215 17,027
Water withdrawal
Underground water 0 0 0 Wastewater discharged Wuxi 1,000m? 12,370 13,590 14,340
Total 84,967 97,274 108,961 Chongging 827 1,078 1,206
Total water consumed? Total 29,357 35,064 42,358 Total 55,610 62,210 66,603
1) The previous data have been modified due to changes to calculation standards Icheon 0.146 0.101 0.084
. - 3
2) Including reused water Cheongju 1,000m3/ 0.101 0.057 0.042
3) Water withdrawal - waste water discharge Intensity —— KRW
Wuxi 100 million 0.072 0.045 0.035
Chongging 0.005 0.004 0.003
Water Recycling 1) The previous data have been modified due to changes to calculation standards
Classification Business Site Unit 2016 2017 2018
Jeiein 6072 716l 11,804 Water Quality Management?)
Cheongju 7,096 7,410 6,840
. Busi i ificati i 201 2017 201.
e e Woi? 1,000m? 5.834 7037 6.898 usiness Site  Classification Unit 016 0 018
e — 94 112 150 Chemical Oxygen Demand(COD) 92.50 100.27 85.70
Total 19,09 21720 25692 heon Biochemical Oxygen Demand(BOD) 52.85 66.50 68.73
cheon 195 191 258 Total Nitrogen(T-N) 438.20 556.25 504.64
) Fluorine(F, 25.00 36.02 4231
: Cheongju 29.0 30.1 28.7 L0 Ton
Water recycle ratio? EEEE—T ) i
Wuxi? 320 1 325 Chemical Oxygen Demand(COD) 118.57 103.53 112.31
Biochemi D BOD A7 b 109.52
Chongging 102 94 111 iochemical Oxygen Demand(BOD) 95 99.88 09.5
Cheongju Total Nitrogen(T-N) 342.49 388.22 457.01
1) Recycled Water/(Recycled water + Discharged wastewater) -
2) The previous data have been modified due to changes to calculation standards Fluorine(F) 127.87 126.59 122.96
Suspended Solids(SS) mg/L 341 331 291
Chemical Oxygen Demand(COD) 12.10 17.39 18.23
Ultra-pure water (Unit: m?) Wuxi Fluorine(F) 350 376 596
Classification 2016 2017 2018 Ammonia Nitrogen(NH3-N) 4.50 361 2.96
Ultra-pure water usage 25,194,827 27,442,559 32,870,370 Chemical Oxygen Demand(COD) Ton 6.45 6.90 22.09
Biochemical Oxygen Demand(BOD) 4.30 1.51 19.75
Chongging
Total Nitrogen(T-N) 1.90 323 3.47
Ammonia Nitrogen(NH3-N) 1.90 323 347

1) All sites satisfy under legal emissions standards
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Environment Safety & Health
Air Pollutants Emissions? (Unit: Ton) Support for Employees’ Health Checkup?
Business Site Classification 2016 2017 2018 Classification Unit 2016 2017 2018
SOx 17.77 12.62 12.33 No. of employees who had health checkup ~ Person 40,618 43,710 48,472
NH; 5.70 5.87 21.12 E;peEses supported for employees’ health KRW billion 63 6.0 70
NOX 16.11 17.91 29.62 checkup
Icheon HF 571 1.92 5.49 1) The previous data have been modified due to changes to calculation standards
HCI 1.01 0.95 531
- 0 e 018 Rate of Industrial Accidents
Dust & particulate matter 0.00 0.40 0.33 Classification Details Unit 2016 2017 2018
SOx 0.00 3.11 0.92 Icheon 0.02 0.04 0.09
NH; 543 2.30 8.61 Cheongju 0.03 0.14 0.08
Employee ~———
NOx 2.53 931 210.82 Rate of Industrial Wuxi y 0.18 0.14 0.13
. - /0
Cheongju HF 4.34 2.77 2.31 Accidents Chongging 0.23 0.00 0.10
HCI 0.85 0.64 1.69 In-house Icheon 0.02 0.04 0.02
VOC 0.18 0.08 0.23 supplier Cheongju 0.03 0.13 0.07
Dust& particulate matter 23.48 3.93 12.14 t?;;jle::ylg;!(efﬂpm Casg/ 0.12 032 037
SOx 133 298 033 m Employee  Domestic ivr;;&mm
Occupational lllness
NH; 6.32 6.45 6.05 Frequency Rate(OIFR) Hour 0.00 0.02 0.00
NOx 0.26 0.47 0.26
Wuxi
HF 1.75 0.86 0.69
Safety Trainings
HCI 522 7.28 3.79 y &
VOC 0.00 1.46 17.27 Classification Details Unit 2016 2017 2018
SOx 0.00 0.28 0.00 Employee 8,213 10,002 12,459
Total Training hours ——— Hour
NOx? 1.63 242 1.10 Supplier 8,799 13,030 31,635
HF 0.04 0.06 N/A Employee 91,222 102,746 116,319
Chongging Total No. of Completed ——— Person
HCI 0.74 0.26 337 Supplier 10,194 13,218 27,808
VOC 0.12 0.88 0.82
Dust & particulate matter 0.15 1.75 8.55

1) All sites satisfy under legal emissions standards
2) The previous data have been modified due to changes to calculation standards
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Employee
Employment Status Job Creation
Classification Details Unit 2016 2017 2018 Classification Details Unit 2016 2017 2018
Number of employees Total 27,488 29,262 33,190 Job creation rate? Total % (1.2) 6.5 13.4
Beailiesam Male 9,936 10,969 13,052 Korea 684 1,713 3,060
technical office positions Female 2372 2,478 2,881 us. 143 85 143
Male Person 5,804 6,408 7,377 No. of recruits China 534 1,625 2,462
Production employees - Person
Female 9,303 9,297 9,786 Asia? 13 18 25
Male 42 T2 49 Europe 16 32 59
Contract employees
Female 31 38 45 Number dismissed employees? Domestic 2 3 1
Rate of permanent workers Total % 99.7 99.6 99.7 Turnover rate? Domestic % 35 2.2 2.0
Korea 22,255 23,415 25,972 Average length of service? Domestic Year 11.42 11.36 10.99
UES: 393 394 450 1) (No. of employees for the year - No. of employees for the previous year)/No. of employees for the previous year X 100
Employees by region China Person 4,574 5,169 6,455 2) Excluding Korea and China
3) Based on domestic worksites. The previous data have been modified due to changes to calculation standards.
Asial) 51 52 51 4) Based on headquarters
Europe 215 232 262
1) Excluding Korea and China .
Employee Training
. . . Classification Unit 2016 2017 2018
Employee Diversity(Domestic) :
Total trainees Person 172,236 187,138 91,069
Classification Details Unit 2016 2017 2018 Training hours per person Hour/Person 81 111 120
Ratio of female employees 42.6 404 383 Training expenditure per person KRW 1,000/Person 490 773 1,062
Ratio of female managers? 313 252 21.6
Ratio of entry-level female managers? ~ Domestic % 34.8 274 23.7
Ratio of female managers at Labor Union? (As of the end of 2018, unit: %)
. _— 235 234 26.3
departments generating profits?
- Domestic Overseas
I ith disabilities! Domestic,
Employees with disabilities Wuxi 132 129 124 Classification Icheon Cheongju Wuxi Chongging
Nettorel vaiamns Demesiic Person 257 71 287 Labor union enrollment rate 98.2 99.3 99.8 97.7
Senior employees®) Total 61 80 106 1) 100% of employees are subject to the agreement entered into with the Labor Union.

1) Female managers and above/Total managers and above X 100
2) Based on technical office managers and above

4) Excluding HAPPY-MORE INC. employees

)
)
3) Based on marketing and sales departments, and sales subsidiaries
)
)

5) Person aged 55 or more with an employment period of no less than 1 year
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Employee Supply Chain Management
Use of Maternity Leave and Childcare Leave? Transactions with Suppliers
Classification Unit 2016 2017 2018 Classification Unit 2016 2017 2018
Rate of return to work after childcare leave % 96.6 984 99.1 Number of suppliers 2,769 2,712 2,879
Company
No. of employees who used maternity leave 823 731 656 Critical suppliers? 1,581 1,561 1,778
Person
No. of employees who used childcare leave 1,083 919 1,155 Total purchase? KRW billion 11,1147 18,564.4 23,665.3
Rate of working for over 12 months after return to work % 91.4 90.9 93.2 1) Transactions of more than KRW 500 million
) e oIy s, i BV A G TS 2) Excluding contracts for IT, outsourcing, and guard
Level of Starting Salary of New Employees (Unit:: %) Purchase Details (Unit: KRW billion)
Classification 2016 2017 2018 Classification 2016 2017 2018
Starting Salary as % of Legally Required Minimum? 280 265 223 equipment 4,798.4 8,206.2 8,599.3
1) Based on newly hired college graduates at Icheon and Cheongju Campus in Korea raw material 2,229.4 2,760.5 3,572.9
infrastructure 1,208.1 2,896.2 3,759.2
spare parts 1,170.0 1,716.6 2,152.6
i 1)
Working Hours Purchase by overseas sites? 1,469.0 2,476.6 4,986.7
Classification Unit 2016 2017 2018 Others? 239.8 508.3 594.6
Annual working hours? 2,126 2,116 2137 1) Based on Wuxi and Chongging Campus
Average weekly working hours? Hour 41 41 41 2) Facility, sub modules, packaging materials, services, environmental safety, part, etc.
No. of Empl Who Joined th
0- Ol Emproyees Who Jonedne o <on 2,093 3,115 12,107

Flexible Working System?

1) Based on Icheon, Cheongju, and Bundang Campus
2) Annual working hours per person; 2016 figure has been corrected
3)

)

Weekly working hours per person based on annual working hours per person for 52 weeks
4) Job-absorbing employees, pregnant employees and flextime employees
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Supply Chain Management Social Contribution
Win-win Cooperation Performance in 2018(domestic) Social Contribution Activities (Unit: KRW billion)
Classification Unit 2016 2017 2018 Classification 2016 2017 2018
Fund spent on supporting shared growth? KRW billion 128.1 159.3 1752 Social contribution expenditures? 52.28 76.51 61.89
No. of suppliers agreed upon shared growth 63 67 108 Total amount of donations 50.61 75.15 60.64
Company
No. of suppliers joined the Shared Growth Council 60 61 61 Cash donations? 47.70 72.86 60.20
1) Equipment localization costs + pattern wafer support + contribution to the Industrial Revolution 3.0 + 1) Company donations + employee donations + social contribution budget
contribution to the Semiconductor Fund + loan supports through the Shared Growth Fund Network Loan and Shared Growth Insurance 2) Cash donations out of total donations
HRD Programs for Suppliers in 2018 (Unit: persons) Employee Participation in Volunteer Activities?
Classification 2018 Classification Unit 2016 2017 2018
Number of supplier’s employees who have received worker trainings 51,070 Time spent on volunteer activities Hour 22,298 22,357 18,897
Number of supplier's employees who have received signaler trainings 2,657 No. of employees who have participated in volunteer activities ~ Person 5,596 5,920 5,088
Number of supplier's employees who have received supervisor trainings 5,972 Volunteer hours per employee Hour 1.02 1.01 0.77
1) Based on Icheon and Cheongju Campus No. of times participated Times 794 673 698
Participation rate % 26 27 31
1) Based on domestic worksites
Fund-raising Status of Happiness Sharing Fund (Unit: KRW billion)
Classification 2016 2017 2018
Amount of fund 3.0 2.7 3.0
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Awards, Recognition and Association Memberships
Association Memberships Contributions to Policy Institutes (Unit: KRW)
Marketing SIWEDS Icheon Chamber of Commerce & Classification 2018
SEMI semiconductor Equipment Sitemrm Weftar Eg et ame) B 6t Seeiee Industry Korea Semiconductor Industry Association 465,000,000
and Materials Institute, Inc SNIA The Storage Networking Industry Association EZ\?QE?;LZ?:SU\/OfSUStamab\e Chamberof Commerce(icheon, Cheongju) 214,500,000
T10
Producti 3 Korea Business Council for Sustainable RES 51,412,500
focuction Development KBCSD 25,000,000
Eg:enzacri}!C\)Jfavt\:ionr;aeEuahtyAward corporate  TCG Trusted Computing Group Cheongju Chamber of Commerce & UN(UNGC Korea, SDGs) 11,000,000
UFSA Universal Flash Storage Association Industry
Korean Standards Association icheon UNH-IOL Chungbuk Employers Federation Awardsin 2018
Korean Standards Association ch : !
P 5 TE—y—— eor.ngu- VCCI voluntary Control Council for Interference ChfungCheongcomm'ttee of Chemistry AllRelevant
orea Occupationa iene Association Safety Communit; izati i i i
E yg The Institute of Electronicsand Yy unity Awards Organization Prize Winner Award Details Date Departments
Korea Chemicals Management Information Engineers Chungcheong Green Company
Association - — Association Medal of meritfor Science  Ministryof Science  Chief Commendation 2018430 DRAM Development
- - National Academy Engineering of Korea - - day and ICT(MSIT) JungWoo-sik from Minister o Project
Chungbuk Environmental Engineers - Authorized Economic Operator
o B, Korea Semiconductor Industry - Ministry of Education ., . ) )
Association Korea Forum of Chief Information Offices S ) : Chief Commendation Manufacturing/
K Envi alp " Korea Engineering Prize and Science 100 JaeWook from Minister 2018.3.12 Technolo
Agsrgiia?i\grzoghmui;baukéersaemrcvs on The Institute of Semiconductor Test of Korea Investor Relations Service Technology &y
Korea Institute of Internal Auditors Medal of merit for Ministry of Trade, Executivedirector Industrial Service 2018.10.25 NAND Development
Research Korea Invention Promotion Association Korea Employers Federation Semiconductor day Industryand Energy  Ahn Hyun Medal o Project General Manager
- - — Korea Industrial Technology Association Bl Comasiiton FExdaziien Medal of merit for Ministry of Trade, Chief Commendation
ADEPT gile Design of Eficient Processing — p. — - Semiconductorday Industryand Energy ParkChang-hun  from Minister 0181025 RED
Technologies Korea Intellectual Property Association Korea Society for Engineering Education T — e Chief c at
CCIX cache Coherent Int t For Accelerat Korea Customs Logistics Association costormentior WSl - : ommencation 20181025  p&T
ache Loherentinterconnect For Accelerators g Semiconductorday Industryand Energy  YoonHyun-joon  from Minister
ECC Edge Computing Consortium Support Korea International Trade Association Medal of merit for o ] ] Tadh ITnewEisn
- GSA - : Ministry of Trade, Chief Commendation )
Gen-Z Consortium Global Semiconductor Alliance Korea Semiconductor Industry Semiconductorday industrvand Eneray  JegalMunhyung  from Minister 2018.10.25 Equipment
Association (Win-win Growth) y 8y &8 yung Development Team 1
JEDEC Joint Electron Device Engineering Council RBA Responsible Business Alliance - - — 4 f
KMEPS The Korean Microelectonics UN SDGs Association Korea Industrial Nursing Association National Quality Award Ministryof Trade, ~ Director :;Odnu?:;?;g:viec;o S018.110g Manufacturing/
e UN Global Compact Korea Industrial Technology Association Y Industryand Energy  KangYeongsoo Merit o Technology
MIPI Mobile industry processor interface UNGC Network Korea Korea Listed EompanieSassogiation Ministry of i
- - . . yof Trade, . . commendation .
NVMe WSTS World Semiconductor Trade Statistic Korea Fire Safety Institute icheon Metfomall Qe e Industry and Energy Cliilbeerl e from prime minister R
Open CAPI open Coherent Accelerator Processor Gyeonggi Employers Federation Korea Fire Safety Institute cheongiu Medal of meritforindustrial Ministry of Trade, Director Industrial Service
Interface Korea Industrial Safety Association Korea Electric Engineers Association Technology(Korea Industryand Enérgy JungTae-woo  Medal 2018.12.05  R&D
OpenPower Foundation Seongnam Branch Icheon Technology grand prize)
PCI-SIG peripheral Component Korea Industrial Safety Association Korea Electric Engineers Association yeialﬁfmergforlndustrlal MinistryofTrade,  Chief commendation 20181205 NANDDevelopment
. ChungbukBranch Cheongju ecnno! ogy( orea Ind dE o Seaki f . L 2. Proiect G M
i res: S s Technology grand prize) ndustryand Energy  Joo Seokjin rom prime minister roject General Manager
RISCV Foundation Semiconductor Industry Association Korea Integrated Logistics Association £Y8 P n .
— - - - . opper Tower
SATAIO sermtpr mermatons ogmzaton Minstryof Trade, Industryand Energy - Korean SocietyforQuality Management Medal of merit for Trade day ‘M'(;”SttWOfEaEde’ recer OrderofIndustrial  2018.12.07  Marketing/Sales
O emergency plan committee Korean Society for Quality Management MRUEIREMRIENES) (MU Service Merit
Stanford Center for Image System Engineering . .
- Seoul Metropolitan committee of Medalofmeritfor Tradeday MinistryofTrade, commendation 0181207 Manufacturing/
Si2silicon Integration Initiative Chemistry Safety Community edatormeritior Iradeday Industry and Energy aryungsoo from the president .12 Technology
>k The 2018 amount paid by the association and organization is KRW 19.9 billion. SK hynix does not make political contributions according to Export Tower medal of Ministry of Trade, Group award 25billion USD 2018.12.07  Group

Article 31 of the Political Fund Act(restriction on donations).

meritfor Tradeday

Industry and Energy
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2018 GRI Standards Index
Classification  Disclosure Indicators Page Note Classification  Disclosure Indicators Page Note
Universal Standards(GRI 100) Topic-specific Standards
102-1 Name of the organization 4 Indirect Economic  103-1,2,3 ManagementApproach 17,20
102-2 Activities, brands, products, and services 4 Impacts 203-1 Infrastructure investments and services supported 18~19,21~23
102-3 Location of headquarters 4 103-1,2,3 Management Approach 11,26
102-4 Location of operations 5 iy 302-1 Energy consumption within the organization 12~14,27,71
102-5 Ownership and legal form 69 302-2 Energy consumption outside of the organization 12~14,27,71
o 102-6 Markets served 5 302-3 Energyintensity 12~14,27,71
SE]:gzat\onal 102-7 Scale of the organization 69 103-1,2,3 ManagementApproach 11,26
102-8 Information on employees and otherworkers 4 305-1 Direct(Scope 1) GHG emissions 12,70
102-9 Supply chain 75 SR 305-2 Energy indirect(Scope 2) GHG emissions 12,70
102-10 Significantchanges to the organization anditssupply chain - AnnualReport21p 3054 GHG emissions intensity 12,70
102-11 Precautionary Principle orapproach 60~63 305.7 Nitrogen oxides(NOx), sulfur oxides(SOx), and other 173
102-12 External initiatives 83 significantairemissions ’
102-13 Membership of associations 7 103-1,2,3 ManagementApproach 26
- — Occupational . .
Strategy 102-14 Statement from senior decision-maker 3 HealthandSafety 4031 Workersrepresentation \nformg\10|ntmanagement— 30~33.73
Ethicsand Integrity 102-16 Values, principles, standards, and norms of behavior 56~57 worker health and safety committees '
Governance 102-18 Governance structure 53~54 Diversity and 103-1,2,3 ManagementApproach 24
102-40 List of stakeholder groups 55,77 Equal Opportunity  405-2 Ratio of basic salary and remuneration of women to men 24,45,74
102-41 Collective bargainingagreements 74 103-1,2,3 ManagementApproach 24,44
Stakeholder 102-42 Identifyingand selecting stakeholders 55 Human Rights Operations that have been subject to human rights reviews
Engagement Assessment 412-1 i 24, 44~45
102-43 Approach to stakeholder engagement 55 orimpactassessments
102-44 Key topics and concerns raised 55,68 103-1,2,3 ManagementApproach 17,36
10245 Entitiesincluded in the consolidated financial statements - Annual Report3p Supplier Social 414-1 New suppliersthat were screened using social criteria 36~37
102-46 Defining report content and topic Boundaries 68 Assessment A% Negative socialimpactsin the supply chain and actions 35 4445
102-47 List of material topics 68 taken ’
102-48 Restatements of information 83
102-49 Changesinreporting 83
Reporting 102-50 Reporting period 83
Practice 102-51 Date of most recent report 83
102-52 Reporting cycle 83
102-53 Contact pointfor questions regarding the report 83
102-54 Claimsofreportingin accordance with the GRI Standards 83
102-55 GRIcontentindex 78~79
102-56 External assurance 80~82
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Classification  Disclosure Indicators Page Note Classification  Disclosure Indicators Page Note
Other Standards Types of injury and rates of injury, occupational diseases,
Economic Performance(GRI 200) | 403-2 lost days, and absenteeism, and number of work-related 73
Occupationa iti
Economic ) ) o " ltf\ dSafiet fatalities
B 201-1 Direct economicvalue generated and distributed 69 €althand >atety ) - ;
Performance 4034 Health and safety topics covered in formal agreements with 50

i i tradeunions
Il Ee o momIe 203-2 Significantindirecteconomicimpacts 69 =
Impacts 404-1 Average hours of training per year peremployee 4

Trainingand ‘ - i -

Procgrement 204-1 st e el e 75 e 4042 Pro.grams or upgrading employee skills and transition 4648
Practices assistance programs

205-1 Operations assessed for risks related to corruption 45,56 iversi

2 — — - & - — (E;I;\)/;;Srlt%:i:j L 405-1 Diversity of governance bodies and employees 4
Anti-corruption 2052 Communication and training about anti-corruption policies 5T
and procedures Non-
- — - - R 406-1 Incidents of discrimination and corrective actions taken - Nosuchincidents

205-3 Confirmed incidents of corruption and actions taken 56 discrimination

) Child Labor 4081 Operatlonsandsupphersamgmflcantr\skformodentsof | Nosuchincidents
Environmental Performance(GRI 300) child labor
Materials 301-1 Materials used by weightorvolume 71 Forced or 2001 Operationsand suppliers atsignificant risk forincidents of Nosuchincidents
ot 303-1 Waterwithdrawal by source o) Compulsory Labor forced orcompulsory labor

ater
303-3 Water recycled and reused 72 Rights of i Incidents of violations involving rights of indigenous i No Significant
o Significantimpacts of activities, products, and services on Indigenous Peoples peoples Incidents
Biodiversity 304-2 B 28 -
biodiversity UnderArticle31

o 305-3 Otherindirect(Scope 3) GHG emissions 70 ) ) o o ofthe Political
Emissions — - Public Policy 415-1 Political contributions - FundsAct,wedo

305-6 Emissions of ozone-depleting substances(ODS) 73 N,

306-1 Water discharge by quality and destination 2 political funds.
Effluentsand Waste 306-2 Waste by type and disposal method 71 A Assessment of the health and safety impacts of product and 35 59

306-3 Significantspills - Nosignificant spills Customer Health service categories ’

i gt and Safety i . i i gl
Enwor_wmenta{ 307-1 \orearatenesmihenenmanalasad walators B No§\gn|flcant 4162 Inodemmfnon comphanceconcefmngthehealthand ) No$|gn|f|cant
Compliance Incidents safety impacts of products and services Incidents

) New suppliers that were screened using environmental - Requirements for product and service information and
ST 308-1 e 3638 4171 labeling 35,52
Environmental
Assessment 3082 Negative environmentalimpactsin thesupply chainand 33 Marketingand 4172 Incidents of non-compliance concerning productand . No Significant
actionstaken Labeling serviceinformationand labeling Incidents
4173 Incidents of non-compliance concerning marketing . No Significant
Social Performance(GRI 400) communications Incidents
Emblovment 401-1 New employee hires and employee turnover 74 s FrrEe A Substantiated complaints concerning breaches of customer No complaintsor

e 401-3 Parental leave 75 y privacy and losses of customer data breaches

eI A 402-1 Minimum notice periods regarding operational changes 50

Relations
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About
This Report

Introduction

SK hynix Inc.(“SK hynix”) commissioned DNV GL Business Assurance Korea Ltd.(“DNV GL”), part of DNV GL
Group, to undertake independent assurance of the Sustainability Report 2019(the “Report”). The directors of
SK hynix have sole responsibility for the preparation of the Report. The responsibility of DNV GL in perform-
ing the assurance work is to the management of SK hynix in accordance with the terms of reference. DNV GL’
sassurance engagements are based on the assumption that the data and information provided by the client
to us as part of our review have been provided in good faith.

Scope and Basis of assurance

Based on non-financial data and sustainability activities and performance data of 2018 generated from SK
hynix, we have evaluated the adherence to AA1000 Accountability Principles 2018 and assessed the quality
of sustainability performance information. We have reviewed that the Topic-specific disclosures of GRI Sus-
tainability Reporting Standards 2016 which are identified in the process for defining report content;

. . GRI . . GRI

No. Material Topic Disclosure No. Material Topic Disclosure
1 Climatechange 302-1,2,3 6 Work-life balance foremployees 4101
o dth lychai
2 Eco-friendly energy technology 305-1,2,4,7 _ andthesupply chain
3 Sharedgrowth policy forthe supplychain ~ 414-2 7 Prevent}onofindustriatdisasterand 403-1
I promotion of safety awareness
4 Selection and assessment of the 4141 - ;

sustainable supply chain : 8 Local community engagementand 203-1
— contribution
5 Human rights protection 412-1 —

foremployeesand the supply chain 9 Diversity and equal opportunity 405-2

We performed our work using AALOO0AS 2008 and DNV GL’s assurance methodology VeriSustainTM!(Version

5.0) which is based on our professional experience, international assurance best practices. DNV GL provides

Type 1 and the moderate level of assurance. The assurance was carried out from April and till June 2019. The

site visits were made to SK hynix’s Headquarters in Icheon, Korea. We undertook the following activities as

partof the assurance process:

« challenged the sustainability-related statements and claims made in the Report and assessed the robust-
ness of the underlying data management system, information flow and controls;

1 The VeriSustain protocol is available upon request at DNV GL Website(www.dnvgl.com)

« interviewed representatives from the various departments;

« conducted document reviews, data sampling and interrogation of supporting databases and associated
reporting system as they relate to selected content and performance data;

« reviewed the materiality assessment report.

« sitevisit or conference call meeting and test of data gathering process;
- sitevisit: Icheon campus, Cheongju campus
- conference call meeting: Wuxi and Chongging campusin China

Limitations

The engagement excludes the sustainability management, performance and reporting practices of SK hynix’
subsidiaries, associated companies, suppliers, contractors and any third-parties mentioned in the Report.
We did not interview external stakeholders as part of this Assurance Engagement. Economic performance
based on the financial data is cross-checked with internal documents, the audited consolidated financial
statements and the announcement disclosed at the website of Korea Financial Supervisory Service(http://
dart.fss.or.kr) as well as SK hynix’s website(www.skhynix.com). These documents, financial statements and
the announcements are not

included in this Assurance Engagement. Limited depth of evidence gathering including inquiry and analyti-
cal procedures and limited sampling at lower levels in the organization were applied. The baseline data for
environmental and social performance are not verified, while the aggregated data at the corporate level are
used for the verification. DNV GL expressly disclaims any liability or co-responsibility for any decision a per-
son or an entity may make based on this Assurance Statement.

Conclusion

On the basis of the work undertaken, nothing comes to our attention to suggest that the reported data and
information disclosed in the Report do not give a fair representation of SK hynix’s related sustainability per-
formance. Further opinions with regards to the adherence to the Principles are made below;
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The Principle of Inclusivity

SKhynix has identified internal and external stakeholder groups such as Customers, Employees,
Shareholders- Investors, Suppliers, Local Communities and Government-NGO. SK hynix engages with
the stakeholders at the company and business unit levels through various channels. The examples of ap-
proaches to engage with selected stakeholders and relevant organizations are described in the Report. SK
Hynix declared Double Bottom Line(DBL), which considers economic value and social value, and measures
and improves the performance of sustainable management based on SK Group’s social value assessment
methodology to report the results with stakeholders.

The Principle of Materiality

SK hynix has conducted the materiality assessment to prepare the Report. Various issues have been derived
by analysing the topics covered in various global initiatives and standards, reviewing industry peers’ reports
and media reports. Theissue pools were used on internal and external stakeholder survey to rate the material
topics and subsequently 9 material topics are prioritized. We have reviewed the materiality assessment pro-
cess and noted relevant material topics prioritized from the process are addressed in the Report. SK hynix has
presented the management approach and major performances for each stakeholderissue in the Report.

The Principle of Responsiveness

SK Hynix has developed strategies and goals for material sustainability topics. In addition, the Report
discloses the business results, decisions, key performance and future plans on material topics in terms of
sustainability during the reporting period. SK hynix developed each of actions for materiality topics and pre-
sented the performance of social and economic value along with their respective management approaches
in conjunction with the DBL value chain. SK hynix could quantify the assessment criteria of supplier risk as-
sessment to maintain consistency and comparability.

The Principle of Impact

The Report presents the direct and indirect impacts of material topics identified materiality assessment. We
have reviewed that SK hynix identifies, monitors and assess the impacts of material topics to stakeholders.
SK hynix established ESG Committee in 2019 to identify environmental, social and governance impacts of
the company, implement activities to reduce negative impacts in each sector, and manage them in conjunc-
tionwith UN SDGs. In the future, the impacts could be measured and disclosed in the Report.

2 DNV GL Code of Conduct is available from DNV GL website(www.dnvgl.com)

Reliability of Specific Sustainability Performance Information

We have reviewed the reliability of the disclosure data - water consumption, waste generation, emission of
GHG, PFCs(Perfluorocarbons) and VOCs(Volatile Organic Compounds). We have interviewed the in charge
person, reviewed the process of gathering and processing data and test information on a sampling basis. In
charge person can explain the source and process of the data identified above, which is considered trace-
able. The intentional error or misstatement is not noted from the data and information disclosed in the
Report. Data owners were able to demonstrate the origin and interpretation of the data in a reliable manner.
The data was identifiable and traceable..

Competence and Independence

DNV GL applies its own management standards and compliance policies for quality control, in accordance
with ISO/IEC 17021:2011 - Conformity Assessment Requirements for bodies providing audit and certification
of management systems, and accordingly maintains a comprehensive system of quality control, includ-
ing documented policies and procedures regarding compliance with ethical requirements, professional
standards and applicable legal and regulatory requirements. We have complied with the DNV GL Code of
Conduct?during the assurance engagement and maintain independence where required by relevant ethical
requirements. This engagement work was carried out by an independent team of sustainability assurance
professionals. DNV GL was not involved in the preparation of statements or data included in the Report ex-
cept forthis Assurance Statement. DNV GL maintains complete impartiality toward stakeholders interviewed
during the assurance process. DNV GL have no other contract with SK hynix and did not provide any services
to SK hynix in 2019 that could compromise the independence or impartiality of our work. DNV GL has con-
ducted the CSR(Corporate Social Responsibility) assessment of SK hynix in 2019, which isn’t considered a

conflict of interest in the report verification.
J.C.i ilt -

June 2019
Seoul, Korea

Jang Sup Lee
Country Representative
DNV GL Business Assurance Korea Ltd.

& AATDOO
- Licensed Assurance Prosider
000-10

DNV-GL
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About
This Report

Verification Statement of

Verification Statement on Greenhouse Gas © Gecmoveocasemision

atWuxi Campus
b .
Sl- Verification Opinion

SK hynix INC.

Domestic operation sites under greenhouse gas emission verification

- Icheon Campus, Cheongju Compus & Boondang Campus

Scope: GHG Criteria & Protocols used for Verification:
- Theannual GHG emission for the 2018 calendar yearinclusive The verification was performed at the request of SK HYNIX INC. using the followings:
- The physical scope is limited within the boundary of domestic areas for SK hynix INC. - GHG- Energy Target Management Operating Guideline(Act No. 2016-255) - Revised Oct 2016
- GHG emissions for Scope 1(Direct-emissions), Scope 2(Indirect-energy related) and partially Scope - The Corporate Value Chain(Scope 3) Accounting & Reporting Standard (WRI & WBCSD, 2011)
3(Indirect-emissions from logistic, waste dispatch & disposal, business trip and employee commuting) as - |PCC Guideline for National Greenhouse Gas Inventories - Revised 2006
defined in WBCSD/WRI GHG protocol Chapter 4 “Setting Operational Boundaries” - 1SO14064 Part 1 &3 -Issued 2006
- BSIGHGEV Manual(KM007)
Data Verified: The standard confidentiality principle of BSI Group Korea is applied to the all verification activities

- GHG Emissions of domestic sites for the Scope 1 and Scope 2 for 2018 calendar year as follows. [Unit: tcOeq/y]

Verification Opinion:

Scopes Sites Icheon Campus Cheongju Compus Boondang Campus Sub Total
- — As a result of the verification in accordance with the protocols and the best practice listed above, it is the
Direct Emissions(Scope 1) 387,297 180,286 342 567,925 o
_ — opinion of BSI that:
In-direct Emissions(Scope 2) 2l 2l LU ey 3217126 - The verification was conducted to provide reasonable verification in accordance with GHG Energy Target
Optional Information(Used the NFs) 420,566 296,793 = 717,359 Management Scheme
Total 2,949,773 1,550,024 2,613 4,502,410 - No material misstatement in the GHG emission calculations was detected, related records were main-
3% The total Emissions can differ to a cut-off decimal point. tained appropriately
- Thedata quality was considered corresponding to the international key principles for GHG emissions veri-
Equivalent emissions of each greenhouse gas for 2018 calendar year as follows. [Unit: tCOzeq/y] fication
GHG CO, CH, N.O HFCs PFCs SFg NF; Total
Emissions 3,459,101 904 87,909 33,260 157,094 46,783 717,359 4,502,410
GHG emission of the scope 3 as from logistic, waste dispatch & disposal, business trip and
employee commuting for 2018 calendar year as follows. [Unit: tCOzeq/y]
International International Waste Business Employee
Category . 2 . Total Mq_
transport(Export) transport(Import) disposal trip commuting For and on behalf of BSI
Emissions 58,992 20,650 8,481 2,136 18,841 109,099 Issue: 02/05/2019 Managing Director Korea, JongHo Lee

3% The total Emissions can differ to a cut-off decimal point
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UN Global Compact ‘@ About This Report
Metwork Spain
WE SUPPORT
Initiated by then-UN Secretary-General Kofi Anna, the UNGC was designed to encourage businesses around Overview Reporting Standard

SK hynix has been publishing its sustainability
reports annually since 2008 in order to provide

The basis of this report is on the core standards
of the GRI(Global Reporting Initiative) Standards

the world to adopt sustainable and socially responsible business activities consisting of 10 principles in four
business management areas human rights, labor, environment and anti-corruption. SK hynix upholds all 10

Principles of the UN Global Compact.

10 Principles of the UN Global Compact

Classification  Principle Reporting Contents Page
Principle 1. Busi h . . .
s tsInessess .OUId supportand - Respectfor human rights and improvement to work environment:
respect the protection of internationally : B
: . Human rightsand labor policy
proclaimed human rights
Human Rights - Respectforhuman rights andimprovement towork environment:  44~45
- . Management ofimpacts on human rrights and labor at worksites
Principle 2. Businesses should ensure they are . K .
S . - Respectforhuman rights and improvement to work environment:
notcomplicitinhumanrights abuses . ° }
Human rights education and reporting channel
- Win-win cooperation: Management of sustainable supply chain
Prmaple&Bu5|n§5§esshould upho\qthe - Respectforhuman rights and improvement to work environment:
freedom of association and the effective - 50
. ) . - Labor-management communication
recognition oftherightto collective bargaining
Principle4. Businesses should uphold - Respectforhuman rights and improvementto work environment:
theelimination of all forms of forced and Human rightsand labor policy
compulsory labor - Win-win cooperation: Management of sustainable supply chain
Labor 44~45
Standards - Respectforhuman rights and improvement to work environment:

Principle 5. Businesses should uphold the
effective abolition of child labor

Human rights and labor policy
- Win-win cooperation: Management of sustainable supply chain

Principle 6. Businesses should uphold the
elimination of discriminationin respect of
employmentand occupation

- Respectforhuman rights and improvement to work environment:
Human rights and labor policy

, f . 2
- Respectforhuman rights and improvement to work environment:

Respect for diversity, reasonable work environment

Principle 7. Businesses should supporta
precautionary approach to environmental
challenges

- Climate change responsesstrategy
- Minimization of environmentalimpacts

Principle 8. Businesses should undertake
initiatives to promote greater environmental
responsibility

Environ-ment

- Climate change response strategy
- Minimization of environmental impacts

11~16,
26

Principle 9. Businesses should encourage the
development and diffusion of environmentally
friendly technologies

- Climate change response strategy: Product responsibility

35,52

Principle 10. Businesses should work against
Anti-Corruption corruption in all its forms, including extortion
and bribery

- Transparent management: Ethical management, Compliance
management

59

relevant information to our stakeholders in a trans-
parent way while also performing social value-gen-
erating activities across the economic, social and
environmental sectors. We conducted an important
assessment for stakeholders in the course of the
report to collect their opinions, selected important
reporting issues through by interviewing them. This
report faithfully conveyed SK hynix’s efforts and
achievements on the ongoing management report.

Reporting Principle

The reporting period ranged from January 1, 2018
to December 31, 2018. Those important break-
throughs made after that period were included
later covering those of the first half of 2019 as well.
To enable an understanding of development in our
quantitative results, time-series data for the last
threefiscal years, from 2016 to 2018, are provided.

Reporting Boundaries and Scope

The subject of this report is to reveal the sustainabil-
ity management activities and achievements of all
domestic business sites such as Icheon, Cheongju,
Bundang worksites and the overseas sites including
Wuxi and Chongging campus in China. Those of the
Wuxi and Chongging campus in China are stated in
part only while also specified with the information
boundaries by each data category.

which is the global guideline when it comes to com-
pleting the sustainability report publication. Other
principles we referred to include the 1ISO 26000 and
UN Global Compact. Financial data is stated accord-
ing to the connection standard. The reporting cri-
teria and definitions are in accordance with K-IFRS
standard. We also made sure to apply the fiscal year
basis of the non-financial information according
to the corporate provision system. Data about the
amount of energy consumption and greenhouse
gas emissions were completed according to the ver-
ification results about the actual emission amount.
In the event of further major changes, we stated
them separately in the corresponding chapter.

Reporting Verification

We selected and consulted with the DNV GL, the
verification institute, to enhance both the internal
and external credibility of this report. With the third
party verifying the content of our report, we ensured
the reliability and fairness of the writing process,
public data and contents. You can access the de-
tailed verification comments in Appendix.

For additional information and inquires

SK hynix CSM Promotion. sustainability@skhynix.com
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