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Introduction

Dear distinguished customers and stakeholders
at home and abroad,

It is my greatest pleasure to introduce LOTTE E&C to you
through the Sustainability Report.

LOTTE E&C does the utmost to enhance the quality of life
in all parts of the world. As an affiliate of LOTTE Group, our
management activities are based on the Group’s mission:
‘We enrich people’s lives by providing superior products and
services that our customers love and trust’.

Since its establishment in 2012, the Council for Sustainabil-
ity Management and Development(‘Sustainability Council’)
has actively disclosed yearly performance of LOTTE E&C
for mutual growth with domestic and global customers and
communities, and for strengthening our sustainable value
creating activities.

Regarding the economic aspect, we have enjoyed growth
in orders and operating profit for three consecutive years
while our financial structure has steadily improved despite
the challenging economic market conditions at home and
abroad, and in the Korean construction industry.

We seek to offer better values to customers and assure our
corporate presence and growth potentials amid the rapidly
changing paradigms in the construction industry. Thus we
have strengthened our distinctive competence in marketing,
design, procurement, construction and project management
for our businesses including housing, architecture, civil, plant
and overseas works.

LOTTE E&C has improved its technologies, quality and
service standards from its main products including LOTTE
CASTLE, Korea’s first premium brand apartment house in-
troduced in 1999, high-rise buildings, multipurpose and retail
facilities, power, petrochemical and industrial plants, ground
transportation facilities and water treatment systems.
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In order to secure a safe working environment, we have
reinforced our health, safety and environment system and
disaster prevention measures. We also strive to contribute
to the protection and improvement of the environment by
applying eco-friendly technology such as management of
the greenhouse gas & energy management system and
water treatment methods.

On the social aspect, all employees at LOTTE Group abide
by the ‘Code of Conduct for LOTTE Employees’ as the crite-
ria for value judgment in order to strengthen the trust with
customers, partners and colleagues.

To achieve mutual growth with our partners, we have
strengthened fair trade compliances as well as funding and
technical / educational support. As for the society, we have
expanded our CSR activities to make most of our indus-
try-specific skills by all employees home and abroad partic-
ipating in activities such as worn-out home improvement
for the underprivileged, along with many other volunteer
works for the community. Employee donation and matching
grant programs are under implementation as well.

We commit ourselves to not being complacent with today’s
success but fulfilling our responsibilities as a better value
creator to our customers, as a trusted companion to our
business partners, and as a corporate citizen who contrib-
utes to the sustainable growth in local communities both
home and abroad.

Thank you.

August 2016
President and CEO Chee Hyun Kim
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Southwest Asia and Africa / Middle East

LOTTE CONFECTIONARy’s Neman Plant, India
(Aug. 2008 ~ Dec. 2010)
«Site location: Chennai, India
«=Construction scale: Construction of a production plant for
chewing gums, pies and biscuits

«=Features of the project: An overseas project implemented
along with LOTTE Group’s entry into India

Al Manakher Diesel Engine Power Plant, Jordan
(Jordan IPP3)(Sep. 2012 ~ Sep. 2014)
= Site location: Al Manakher, Jordan
«Installed scale: 573MW(38 units of 16MW diesel engine
power generators)
«=Features of the project: The world’s largest diesel engine
power plant project(EPC)

Al Qatrana Combined Cycle Power Plant, Jordan
(Jordan IPP2)(Jul. 2008 ~ Aug. 2011)
< Site location: Al Qatrana, Jordan
«=Installed capacity: 377MW(2 units of G/T 130MW, 1 unit
of $/T 120MW and 2 units of HRSG 105T/H)

=Features of the project: LOTTE E&C’s first overseas power
plant project(EPC-based), serving as the stepping stone to
advance into overseas power generation market

LPG Tank Project, Jordan(Sep. 2008 ~ Nov. 2010)
< Site location: Zarga, Jordan

<= Construction scale: Installation of 4 units of 2,000 ton LPG
storage tanks and subsidiary facility
construction

«=Features of the project: EPC project / LPG storage tank

Gulpur Hydropower Plant in Pakistan
(Sep. 2014 ~ Mar. 2019 tentative)

= Site location: Jammu, Kashmir in Pakistan(Poonch River)
= Construction scale: Power plants of 102MW(2 units of
5IMW), dam(H=66.5M, L=205M)
=Features of the project: Acquiring know-how in performing
overseas hydropower projects and securing a gateway to
advance to the southwestern Asian region

Elevated and At-Grade Sections of Red Line North
in Qatar(Dec. 2014 ~ Jun. 2018 tentative)

< Site location: Doha, Qatar
«=Construction scale: 6.7km in total(over pass of 2.3km,
ground section of 1.8km, excavation
tunnel of 0.3km, trough of 1.9km,
two stations)
«=Features of the project: A partnership project with
a company with track records in elevated section
construction for subway abroad




E
LOTTE E&C has selected five issues based on
the materiality test that significantly impact its
sustainable management and grab the biggest
attention from stakeholders, and has made an
in-depth report on them.

A
>
i
v

s

Six Trends in the Construction Industry
Stakeholder Engagement and the Materiality Test
Strengthening Future Competitiveness

Prevention-oriented On-site Safety
Management

Response to Climate Change
Establishing a Creative Corporate Culture
Creating Value with Communities
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Six Trends Iin the Construction Industry

Industrial /
Economic Aspect

4

[J Domestic[JEntry into a low-growth structure found in advanced countries, intensified
coupling with the global economy and a greater portion of the cutting-edge
soft industries

[J Overseas[JHigher needs in the construction industry in line with the national
territorial / economic development plans

The Korean economy is undergoing secular stagnation of an advanced country with
intensified coupling with the global economy as seen in advanced countries. Moreover,
shifting of the industrial structure puts a greater burden on the soft industries.

Globally, medium-and long-term national territorial development and economic
development master plans are crystalized, especially in developing and newly emerging
countries. This boosts needs for the construction industry especially for infrastructure,
urban development and scale-up of industrial facilities.

Policy /
Institutional Aspect

]

— b

Safety Aspect

4
[J DomesticdInvestment decrease in the construction sector expected due to a greater

focus on welfare, implementation of short-term economically stimulating
investment, and sufficient infrastructure

[J Overseas[lIncreased investment in improving people’s livelihood post to the Jasmine
Revolution and changes in doing business due to vulnerabilities in
government finance

Domestically, as social overhead capital has been expanded to a certain extent and the
people's interests lie more towards welfare rather than growth, investement in construction is
expected to decrease in the medium-and-long-term similar to advanced countries.

By contrast, a different paradigm is shown in developing and newly emerging countries.
After the Jasmine Revolution that began in Tunisia in 2010, many countries have scaled

up investment in construction to improve the essentials of people’s living. However, many
of these countries, except for a few that are affluent in energy are lacking in finance and
struggling to procure investment resources which consequently brings about changes in the
way of doing business for construction companies.

4
[J Increased social interest and concerns [J Survival of companies with vulnerabilities
about safety in safety becoming difficult

[J Intensified safety rules and regulations

As ‘safety’ has emerged as a significant social issue, there is a greater need for
preemptive safety management activities in companies, and related rules and regulations
have been also intensified.

Moreover, government institutions and clients further emphasize the importance of
safety, and demand continued and greater investments in safety measures.
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Our Material Issues
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The construction industry confronts numerous changes in the aspects of industry / economy, domestic and

overseas policy, safety, technologies, environment and society / culture. LOTTE E&C is rising as a market

leader by preemptively analyzing such changes in trends and devising countermeasures.

Technology Aspect

4

[J Domestic[JEnhanced technological prowess of medium-sized enterprises and local
companies abroad where construction companies have advanced

[J Overseas[JCompetencies for technology and business management rising as a
differentiating factor for competitiveness

Due to upgraded technological competencies in the industry, large construction
companies have established know-how on overall method development, VE cost
reduction, project management, etc.

This enhances their differentiated competitiveness, while strengthening technological
development by collaborating with external expert organizations including universities
and research centers.

Environment
Aspect

Socio-cultural
Aspect

47

4
[J A paradigm shift toward the [J A need to select business methods with
environment including climate changes a lower environmental load
[J Stronger needs for the roles of [J Increased business opportunities related
construction companies to heal the to the environment expected

world’s environment

Due to multiple earthquakes and climate changes, construction companies are expected
to further focus on their roles as healers of the environment beyond a passive concept by
constructing green buildings, etc.

Moreover, they are required to make choices with the smallest environmental load in

the perspective total life cycle, ranging from portfolio strategies to planning, designing,
constructing and doing maintenance work for individual projects.

4
[J A greater need for transparency, ethical awareness and the roles of corporate citizens

[J Changes in needs in the housing market, etc. amid changes in the population and
family structures

In corporate management, securing transparency, ethical management and fulfilling the
social responsibilities as corporate citizens have become increasingly important.

Amid changes in the population and family structure with the increase in the number
of the elderly people, nuclear families, and a consumers below 40, needs for housing
products and purposes for buying a house have diversified.
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Stakeholder Engagement and
the Materiality Test

Step 1. Devising an Issue Pool of
Stakeholders

Issues of materiality are selected through
various channels, and an issue pool has been

formed accordingly.

Methods of Devising an Issue Pool

Analysis of internal policies and documents

Interviews with departments related to
sustainable management

V.

®

LOTTE E&C’s
Stakeholder
Communication

LOTTE E&C reflects stakeholders’
feedback throughout the entire
management activities.

Communication
channels

Issues of
materiality

Step 2. Evaluation of the Issues and Selection of

Issues of Materiality

The materiality test was conducted for issues that stakeholders are highly
interested in, considering the relevance with sustainable management and
their impact on sustainable management.

Issues of materiality were selected based on the evaluation results, and

used for the Sustainability Report.
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Materiality Test Matrix [l Keylssuesin 2015 ] Key Issues in 2016
) Continued efforts Social contribution activities
Establishment of for climate change in consideration of the business
a global-standard 4 response characteristics

technical
competency Facilitation of

environment /
oa@ g
Activities to reduce -
1 environmental impact on sites, A work-life
Strengthened n balance Preemptive safety

management activities

""" communication

2 Brand and corporate
image management

Impact Significance

a
N

Site-oriented and
community-focused
activities

Impact Influence —

H

3

o,
| AR

Employees

«=Operation of an Ombudsman channel online and
offline at all times

«=Conducting diagnosis on the organizational
effectiveness once a year

«=0rganizing regular and occasional labor-management council

= Awarding the Best Prize on a quarterly basis

= Talent recruitment and development
«=Fair performance evaluation and reward
=Facilitating the corporate culture

=0rganizing regular meetings for shared growth

=Operating partner company portal sites and the
shared growth website

=Holding CEO meetings with high-performing partner
companies

=Establishment of shared growth culture
=Strengthening partnerships for mutual growth
«=Reinforcement of self-sustainability of partners
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Issye

Strengthening
Future
Competitiveness

Housing

LOTTE CASTLE has won the grand prize from Korea Service
Awards by the Korean Standards Association(KSA) for 15 con-
secutive years as it has adopted a branded apartment concept
for the first time in the Korean housing market. It has led the res-
idential culture in Korea in various manners including in-house
projects, redevelopment / reconstruction and subcontracting.

The housing market in Korea has witnessed fundamental chang-
es in its paradigm with the increase in the number of customers
in their 30s to 40s, increase in nuclear families, and an aging
population leading to increased needs for housing to play the
role as a living place rather than merely an investment target.

With this in mind, the LOTTE CASTLE brand has realigned
its framework for competitiveness. In 2014, we redefined its
brand identity in conjunction with a global brand consulting
firm, covering missions and visions for the brand to pursue.
We put in place processes to research and reflect customer
needs in a preemptive manner throughout the entire areas of
marketing, design, construction and post management.

In 2015, we have newly upgraded our design based on the
established brand identity.

We set the new design identity as ‘Modern Legacy - Evolving
from the Classic’, reinterpreting the fancy and decorative ele-
ments of the past in a light and refined manner. By doing so,
we are pursuing modern, simple and practical design while
inheriting our classical strengths at the same time.

LOTTE CASTLE’s new design has been applied gradually in
new projects from 2016.

MATERIALITY OF THE SELECTED ISSUES

In order to proactively respond to the rapidly changing construction
market and establish a basis for sustainable growth, we launched
Competitiveness and Innovation Team within the Strategic Planning
Department in May 2014. We also have established and practiced com-
petitiveness enhancing measures in each field in cooperation with each
division i.e. housing, architecture, civil works, plant and overseas.
Measures to strengthen future competitiveness were established by
benchmarking leading construction companies abroad and domestic
competitors, and comparing our current status with theirs throughout
the value chain in the construction industry in areas including market-
ing, sales, design, quotation, procurement, construction and business
management. We plan to continuously review action plans by finaliz-
ing targets and tasks to fulfill, supervising activities and establishing
timelines.

Directions to Strengthen Competitiveness in Housing

7
LOTTE CASTLE Dominating the
Top Rank with its
Brand Power
L]
'
i ]
]
§
i ]
L]
Risks Opportunities

=Changes in the cycle of the =LOTTE CASTLE’s exclusive brand
housing market power
«Changes in the major customer

groups and the population /
household structure

«=Realigning the brand and design
identity in response to changes
in target customers in the market

= Market stabilization measures
including strengthening of
mortgage regulations of the
government, etc.

= Advancing into areas of growth
engines including rental housing

=Received the grand prize in the apartment category from Korea Service
Awards for 15 consecutive years(2016.07)

«Ranked fourth in the apartment category in the National Customer
Satisfaction Index(NCSI)(2016.06)



Our Material Issues

APPROACHES TO THE ISSUES

= Strengthening the brand power of LOTTE CASTLE

= Achieving the top-notch level in high-rise buildings and
multipurpose and retail facilities

«=Enhancing EPC process and differentiating competencies

= |ncreasing competencies for implementing ground
transportation facilities and water treatment systems

=Focusing on key products for feasible overseas projects

And LOTTE E&C is leading the industry by providing ‘New Stay’,
an enterprise-led rental housing business, and by establishing the
housing rental management service system.

With this profit-oriented business during the low-interest-rate
trend, we are striving to respond to the market where the propor-
tion of monthly rent payment is on the rapid increase(compared
to long-term lease on a deposit basis), and to provide safe and

MAJOR PERFORMANCE AND GOALS

2015 Performance 2016 Goals

usb

365 billion

usb

415 billion

Revenue

usb

734 billion

usD

672 billion

Orders Acquired

In order to meet the various needs of customers who own land
or housing and wish to run the rental business, LOTTE E&C pro-
vides total service package from project planning/development to
construction and post-construction rent management and etc. In
addition, we are putting our utmost efforts to expand the practical
and convenient housing culture by developing products and sup-
portive services suited to each life style of the tenants.

convenient living environment to customers in need of housing.

Strengths of LOTTE E&C’s Rental Housing Business

ol

Landlord Customers
(Customers owning land / Housing)

=Providing expert consulting on
rental housing business

= Offering opportunities to secure
long-term stable revenues

=Providing differentiated asset / facility
management service

=Enhancing asset values through the
brand of LOTTE

A reliable global enterprise that
provides to the customers
necessities of life

LOTTE

® 00

[

Asset Facility .
management ] [management ] [lemg support]

Defect repair

Taxation Rental
. work .
Legal affairs . . Security
i Public facility o
Consulting Moving in

management

e

Tenants Customers

(Customers wishing to
live in rented housing)

=Possible to select housing suited to
one’s life style

«=Providing differentiated life services
through LOTTE Group’s affiliates and
specialized companies in each field

«Offering asset management, facility
management and living support
- LOTTE rental, LOTTE CARD, 7-ELEVEN,
etc.
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Architecture

We will intensify our technological prowess for high-rise
buildings based on our experiences with LOTTE WORLD
TOWER which will be completed in 2016, and take part in
domestic and overseas projects of LOTTE Group’s affiliates
including LOTTE HOTEL and LOTTE SHOPPING. This will make
the already established project execution competencies even
more systematic. As a result, we will rise higher as a top-
notch construction company in the field of multipurpose and
retail facilities using our expertise in construction of high-rise
buildings at home and abroad.

With regard to high-rise buildings, the lowest price bidding
is the norm among construction companies with relevant
construction experiences. We offer differentiated services in-
cluding project planning, pre-construction services to review
adequacy of technologies, methods and cost, tenant market-
ing, project management, construction and post-construction
management.

As for multipurpose and retail facilities, our multi-faceted ex-
periences are proven by domestic and overseas projects as well
as LOTTE WORLD TOWER, development of promising projects
in consultation with affiliates in LOTTE Group, inducement of
tenants in advance, business planning including permit & ap-
proval, feasibility study, design & engineering, construction
and maintenance.

Civil Works

We have strengthened project model-specific planning, fea-
sibility studies and technologies in various forms of business
schemes including build-only, turnkey, BTL, BTO and PPP. Here,
we have a particular focus on marketable and differentiated
products including ground transportation facilities such as
roads, railways and subways, site renovation, water treatment
systems and ports, all of where we have abundant experience
and strengths.

For ground transportation facilities, in particular, we have
increased our competencies for long-span bridges and tun-
nels. We have developed various water treatment technol-
ogies such as water supply, water cleaning and wastewater
treatment, both exclusively at our own Technology Research
Institute and jointly with external specialized companies and
institutions. We are striving to exert our differentiated com-
petitiveness driven by technological prowess at home and
abroad.
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Directions to Strengthen Competitiveness in Architecture

Risks

= Intensified price competition
among companies with high-rise
building technologies

= Standardization of technologies
among construction companies

«=|ntense competition in the general
building sector at home and
abroad

=Risks in executing business
depending on the level of
localization abroad

Leader in High-rise and
Multipurpose Facilities

Opportunities

«=Increase in the number of mega
cities due to urbanization
(over 10 million)

= A higher demand for high-rise
buildings, multipurpose / retail
facilities for efficient utilization cities

«=Having experiences throughout
the entire processes of business
planning, construction and
management of high-rise
buildings

Directions to Strengthen Competitiveness in Civil Works

Risks

«=Shrinkage in the market
scale due to the saturated
infrastructure stock

=|Intensified competitions abroad

- Difficulties in maintaining
competitive advantage without
differentiated technologies and
business competencies

Securing Differentiated
Competitiveness in
Ground Transportation and
Water Treatment Systems

Opportunities

«=Increasing demand for investing
in infrastructure in developing
and newly emerging countries

«=Ground transportation and
water treatment markets, where
we have competencies, are on
the growth

52



Our Material Issues

Plants

Our plant business, making foray into the fields of power
plants, petrochemical and industrial plants, has strengthened
our competencies by sophisticating the EPC process including
project exploration, design, procurement, construction and
project management, and by securing and developing per-
sonnel in leaders’ level.

As for the power plant business, we have built our global
capacity through diverse project implementation methods
such as project exploration and feasibility studies, financ-
ing-involved IPP, EPC and build-only for LNG cogeneration,
coal-fired generation and diesel internal generation, as well
as expanding to renewable energy sector such as SRF(Solid
Refuse Fuel), wind energy and photovoltaic solar energy in or-
der to respond to the fast-changing power plant market both
home and abroad.

For petrochemical and industrial plant works, we will focus
on improving our capacity for the higher value-added petro-
chemical products such as special rubber, as well as steadily
expanding our strong market including food & beverage and
tire production.

Overseas Works

Unlike our competitors home and abroad, we have improved
our competitiveness in a differentiated way by localizing in
prioritized countries where LOTTE Group’s affiliates have en-
tered into.

In 2014, we have reestablished our business strategies in
LOTTE Group’s six key target countries, i.e., Vietnam, Indone-
sia, Russia, Pakistan, China and Japan, and have successfully
reinforced local talent for marketing and engineering in Viet-
nam and Indonesia.

In the year 2015, additional market researches were per-
formed in detail on Cambodia, Myanmar and etc.

As overseas projects accompany not only opportunities but
also great risks, our focus has not been on short-term external
growth but on strengthening our capacity all throughout mar-
keting, sales and project implementation under the policy of
maintaining sound and stable growth to secure future growth
engines.
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Directions to Strengthen Competition in Plants

y

Risks

=Power Plants:

- Possible shrinkage in new
investment due to the sufficient
electricity power reserve rate

- Restrictions on construction of
new coal-fired thermal power
plants due to climate changes
including fine dust increase

«=Petrochemical Plants:

- Limitation of the domestic
captive market and features of
the cycle in the global market

Differentiating EPC and IPP in the
entire power plant sector, and
strengthening the higher value-
added petrochemical plant sector

Opportunities

=Power Plants:

- Continued demand for
investment in developing and
newly industrialized countries
amid economic and industrial
development

«=Petrochemical Plants:

- An increasing need for higher
value-added petrochemicals in
the global market

Directions to Strengthen Competitiveness in Overseas Works

y

Risks

«=Intense competition with
domestic, international, and local
companies

«=Increase in self-financing projects
due to financial problems in target
countries

=Possibilities of major insolvencies
from contractual and construction
risks

Focusing on prioritized target
countries(LOTTE Group’s target
and their neighboring countries)
with key products for feasible
projects

Opportunities

«=Continued growth of the
construction industry in
developing and emerging
countries owing to economic and
industrial development

< Utilization of brand awareness in
LOTTE Group’s target countries
«=|mprovement of localization

capabilities from implementing
LOTTE Group-related projects
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Issue 2

Prevention-
oriented
On-site Safety
Management

Strengthening the Safety Management
System

| Expanding the Implementation of Safety Inspection

LOTTE E&C prevents critical disasters and safety accidents through
intensive safety inspection throughout site management. We, in
particular, induce systematic management activities to prevent
on-site disasters by intensifying inspection on whether or not the
safety and health management system is implemented. Due to
higher risks of accidents resulting from eased tension of workers
on weekends or holidays and absence of oversight of supervisors,
inspection on off-days has been scaled up.

In 2015, a total of 578 safety inspections were carried out, that
is, 4.2 times per site. Off-day inspection was conducted 70 times.
Two defective sites were detected, and their safety management
system was fully realigned.

MATERIALITY OF THE SELECTED ISSUES

Safety accidents might not only significantly hurt corporate man-
agement but also claim precious lives and destroy happiness of
a family.

We realigned and complemented the prevention-oriented safety
management process. Meanwhile in 2015, we declared safety man-
agement as one of the five management principles, deeply rooting
the safety-first culture.

APPROACHES TO THE ISSUES

«=Enhancing safety inspection
=Establishing a culture for on-site safety management

| Operation of the Safety Street Light System

The safety street light system launched in 2016 was designed for em-
ployees to be easily aware of the safety level of each site. To this end,
evaluation takes place based on the three criteria — systems, adminis-
tration and execution — upon conducting regular safety inspection for
each site, and the safety levels per site are expressed in four colors de-
pending on the score. Execution of the system seeks for upgrading of
safety levels of all sites: benefits are given to excellent sites and safety
level upgrading activities take place in weak sites.

For sites with the Green(A) Grade, routine safety inspection of the
headquarters’ Health, Safety and Environment Team is exempted, and if
kept for three consecutive times, the CEQ’s commendation is awarded.
Sites with low grades - Yellow(C) and Red(D) - receive safety inspection
and guidance of the headquarters and external specialized institutions
until their levels reach Green(A) and Blue(B). For sites in the Red(D)
Grade without improvement for three months or higher, their project
manager and the head of their safety team are replaced.

‘ ’ Measures

The Safety Street Light Scoring System

86 points or higher

80~85 points

70~79 points

Less than 70 points

«=Incentivizing by
exempting the routine
safety inspection

= Awarding the CEO
commendation upon
maintaining it for three
consecutive times

«|mplementing regular
and routine safety
inspection

«|mplementing monthly
safety inspection
and guidance of the
headquarters and
external specialized
institutions until
reaching Grade A or B

«Implementing monthly
safety inspection
and guidance of the
headquarters and
external specialized
institutions until
reaching Grade A or B

“ But upon being stagnant in
Grade D for three months or
more, project manager and
the head of their safety team
are replaced.




Our Material Issues

RISKS

=|ncreasing social interest in safety and stricter regulations on
punishment

«=No survival of companies failing to comply with safety
standards

OPPORTUNITIES

«=Minimizing personnel and property damage through accident
prevention

=Enhancing the corporate image and brand value through safety
management

| Strengthening Technical Guidance for Small Sites

Small sites with no safety managers allocated intensively experi-
ence 74% of total construction site disasters, and the figure is on
the rise. Compared to large ones, they have relatively poor safety
facilities and their management system.

Therefore, we support the setup of a safety management system
once a site is established in order to block safety-blind spots, and
perform mentoring services by an adjacent site once construction
begins, and dispatches a proprietary workforce for technical guid-
ance on a regular basis. For high-risk sites, in particular, personnel
and logistical support is provided for safety facilities while safety
inspection is consigned to outside specialized agencies.

Establishing a Culture of
Safety Management for Sites

| Regularly Organizing a Seminar on
Safety Construction before Groundbreaking

We regularly organize a seminar on safety construction before
groundbreaking to prevent potentially hazardous materials or risk
which might occur during construction work through prior inspec-
tion and devise plans for safe operations.

Safety risks which might lead to large disasters are preemptively
responded to and managed. We manage the adequacy of con-
struction plans, large equipment management plans, and tempo-
rary and safety facility installation plans.

MAJOR PERFORMANCE AND GOALS

2015 Performance 2016 Goals

630 times

578 times

Achieved
no disaster

3 cases

Number of Severe
Disasters

| Expanding Implementation of the Safety
Communication Day

In 2016, we changed the existing Safety Inspection Day into the
‘Safety Communication Day’ in order to strengthen on-site sup-
port for spreading the enterprise-wide safety culture and facilitat-
ing communication between the headquarters and sites. The pre-
vious event organized by the CEO and the division heads has been
expanded to be attended by all employees and team directors.

The event of the ‘Safety Communication Day’ included the joint la-
bor-management inspection to discover and remove on-site risks
and meetings on safety and health for win-win safety management
along with CEOs of partners. In particular, we improve unreasonable
institutions and develop new policies by allocating a time to listen to
employees’ suggestions and complaints on safety on all sites.

|
Attendance of the CEO for site inspection

A Close Look at Specific Safety Management Activities(66~67p)* L!!l
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| S S u e 3 MATERIALITy OF THE SELECTED ISSUES

The Korean government is required to reduce 37% of Business As Usual

(BAU) greenhouse gas emissions projection by 2030 in accordance with

Re S p O n S e to the Paris Agreement adopted at the Conference of the Parties(COP 21) to

. the United Nations Framework Convention in December 2015. The extent
C I I m ate C h an g e of emissions in the co_nstruc_tio_n in_dustry is minimal_cgmp_arec_j to oth_e_r |n
dustries, but because its emission inducement coefficient is high, activities
to reduce GHG are critical. A demand for the disclosure of related informa-
tion and activities is rising amid stricter laws and regulations including the
GHG and Energy Target Management Scheme implemented in 2011 and
the Emission Trading Scheme adopted in 2015.

APPROACHES TO THE ISSUES

=Establishing infrastructure for climate change response
= Strengthening GHG and energy management

Establishing Infrastructure for climate
Change Response Management Procedure for the GHG and Energy Management System

| Establishing the GHG and Energy Management

System : - -
Entry of site-specific emission sources,

According to Article 29 of the Enforcement Decree of the Basic emitting facilities and the amount of money
Act on Low Carbon Green Growth, LOTTE E&C was designated as into the system

a company for GHG" and energy target management. So, we have
taken part in reducing GHG and energy based on management of

the amount of energy usage, action plans and track records.
* GHG: greenhouse gas Compilation of data entered for each site

In 2014, in particular, we established a ‘greenhouse gas and ener-
gy management system’ to make preemptive responses to GHG
emission trading as well as to systematically manage GHG emis-
sions and the amount of energy usage.

Verification of aligned data through the
management system

The system has been up and running since 2015. This enables us
to easily manage reliable data on GHG and energy emissions, and
identify emission sources and facilities. We plan to extend support
for GHG and energy management in the supply chain by identify- Calculation of GHG emissions
ing the organization of partners and the boundaries of their op-
eration.

| Establishing the GHG Reduction Guideline L

RERE i
We produced and operate the ‘GHG Reduction Guideline’ to low- =

e P P EE T b .
er GHG emissions. Based on the guideline, we conduct activities u "'If‘_

such as promoting energy saving rules to raise interest among all 5 3 - s = - g e
employees on GHG reduction and enhance their environmental 3 T - gk
awareness. el ——— - - = !
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Our Material Issues

RISKS

= A higher demand for information disclosure on environment-
related corporate activities

«=0Obligations to reduce GHG levels as the GHG target
management system has been implemented

OPPORTUNITIES

=Raising corporate value and expanding business opportunities
by acquiring various environment-related certifications
«=|nducing cost reduction effects by reducing energy usage
and GHG emissions

Strengthening GHG and Energy
Management

| On-site Energy Management

Due to the nature of the construction business, most of the ener-
gy usage is generated from sites where construction equipment is
used. That is why we practice division-specific energy saving activ-
ities by reducing the amount of unnecessary energy usage on sites
by setting energy reduction goals and measures to save energy.

In 2016, we plan to post the GHG emission status on the informa-
tion system to manage sites with a high amount of GHG emissions
on semi-annual basis, and conduct evaluation based on site-spe-
cific GHG emission reduction rate.

|

| GHG Emission Evaluation and an Integrated
Certification System Setup

[77T]

Amount of energy used

In order to cater to the national efforts to reduce GHG emissions,
we have taken part in research to evaluate GHG emissions and to
establish an integrated certification system.

It is a national policy research assignment with participation from
seven institutions including Construction and Economy Research
Institute of Korea and Korean Institute of Educational Environment
organized by Hanyang University. Our role was to establish a da-
tabase for GHG emissions for major materials based on the archi-
tecture of the building, utilizing our construction track records for
various apartments, commercial facilities and high-rise buildings.

MAJOR PERFORMANCE AND GOALS

2015 Performance 2016 Goals

Compared to the
forecast

4.71%

Reduction

GHG Emissions

40,638
(g

GHG and Energy
Management

Energy Reduction Rate
Compared to
the Previous year

| Operating the lifecycle Environmental Load
Evaluation System

LOTTE E&C evaluates CO, emissions generated from the buildings’
lifecycle through the LOTTE Carbon Assessment System(LOCAS),
an evaluation system on environmental load throughout the
buildings’ lifecycle. We use LOCAS as an indicator for eco-friendly
performance, which was applied for Shindongbaeg LOTTE CASTLE
Eco, Yongin, reducing GHG emissions by 20% per unit area.

This can be translated as a reduction of approximately 150,000
tons of CO, during the general apartment lifecycle of 40 years,
which is almost equal to the formation of a forest worth half the
size of the Yeouido. In 2014, The LOCAS acquired an international
patent(registration number in the U.S.: US 8,645,183 B2), having its
excellence recognized worldwide.

A Close Look at Environment Management Activities(63~65p)* L!!l
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Issue 4

Establishing a
Creative Corporate
Culture

Strengthening Labor-Management
Cooperation

| Operating the Labor-Management Council

Employees and the management seek for labor-management rela-
tions based on participation and cooperation respecting each role
on equal footing.

We organized the labor-management council with participation of
five representatives from the employer side and five representa-
tive workers, on a regular basis to share critical agenda on em-
ployees’ welfare, wage, health, safety and others, through which
labor-management harmony is forged along with strong trust.
Upon critical changes in management, the matters are immediate-
ly notified to employees.

(@ Major Agenda for the 2015 Labor-Management Council

=Providing gifts of encouragement for achieving management goals

«Increasing the loan ceiling and reducing the interest rate for
the in-house welfare funds

«=Declaring and managing a creative labor-management culture
= Acquiring the family-friendly certification, etc.

| Strengthening On-site Communication

LOTTE E&C strengthened on-site communication to boost under-
standing on sites, listen to site-specific complaints and discussions,
and devise measures for improvement in order to facilitate com-
munication between the headquarters and sites.

We conduct safety-focused activities where executives and team
leaders of the headquarters visit sites and conduct on-site safety
inspection. On the Sites’ Day, they listen to feedback and com-
plaints on sites. On the Support for Completion of Construction,
executives of the related division at the headquarters and assis-
tant managers and above are divided into teams. They visit sites
where completion is near, conduct a clean-up and build network
with site employees.

MATERIALITY OF THE SELECTED ISSUES

A ‘corporate culture’ is the basis to determine employees’ values,
way of thinking and acts. It doesn’t change easily but once estab-
lished successfully, it serves as an exclusive core competency for a
company. We unfold various activities to establish a creative corpo-
rate culture in the company level which will help us to leap higher
as a global player.

APPROACHES TO THE ISSUES

= Strengthening labor-management cooperation
=Facilitating a corporate culture

| Various Communication Programs

We continuously carry on with the existing diverse communication
activities besides strengthening of on-site communication in order
to transparently share management activities and facilitate com-
munication among employees.

Employees’ Communication Programs

«QOperating channels online and
offline

=Guaranteeing anonymity through

&——  security

= Making a system cover post-
registration identification, taking
actions and notification of the
results handled within 10 days

Operating Complaint
Handling Channels

«=Sharing track records by company,
team(site) and individual, and giving
rewards to competent employees

=Dining out and drinking beer
by team and site to facilitate
communication and solidarity to
achieve goals

Conducting the Day of
Recognition and Praise

«=Selecting 10 employees with the
highest ‘Best Points’ from other
employees and customers on a
quarterly basis

Management of the
Best Prize System



Our Material Issues

RISKS

=| eakage of talented workforce and low morale among
employees due to a rigid corporate culture
= ow efficiency due to a lack of communication

OPPORTUNITIES

«Contribution to higher employee competency and value
creation

«=Generation of synergies based on free communication and
collaboration

Facilitating a Corporate Culture

| Operating a Task Force for a New Culture

LOTTE E&C operates a task force for a new culture to inspect a cor-
porate culture and devise tasks for improvement. The task force
consisting of four worker members and four employer members
from the labor-management council establishes a roadmap for de-
veloping a corporate culture, and implements devised strategies
and action plans.

We devised 18 action plans under the vision of ‘creative labor-man-

agement culture’ based on trust and cooperation and continue to
unfold relevant activities.

Action Plans for a New Culture

MAJOR PERFORMANCE AND GOALS

2015 Performance 2016 Goals

(o0
=7

100%

Employees’ Complaint
Handling Rate

80 points 90 points

Organizational
Health Index

| Diagnosing Organizational Effectiveness

We conduct company-wide diagnosis on organizational effective-
ness to raise company-wide institutional and cultural effectiveness
and contribute to business performance by using the results.

Diagnosis of organizational effectiveness consists of ‘Engagement
Index’ and ‘Organizational Health Index’. The 2015 results reveal
that LOTTE E&C gained 77 points for ‘Engagement Index’ and 80
points for ‘Organizational Health Index’(out of 100 points), ranking
fifth among 40 affiliates in the Group. We will further intensify
our basis for continued performance generation, and continue to
complement and strengthen any of our shortcomings.

«=Ethical behavior ‘

= Social

contribution
Creating
Social Value

£

Creating Happiness
For Employees

‘Creative labor-management
culture’ based on trust and
cooperation

= Work-life balance

«=Female-friendly

«Partnership

=Happiness
creation

=Pursuit of efficiency
«=Creative thinking
«Better communication
= Achievement of
performance

Creating Corporate
Value

A Close Look at Talent Management Activities(68~7lp)* L!!l
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| S S u e 5 MATERIALITy OF THE SELECTED ISSUES

Given the nature of the construction industry where sites are op-
erated across the country based on local communities, communi-

C re atl n g cations with such communities are of utmost significance and at

times directly impact the success or failure of the project. LOTTE

1 E&C communicates with local communities and creates social val-
Val u e W I t h ues by going beyond mere donation activities to strategically initi-
Communities

ate social contributions that leverage our own strengths.

APPROACHES TO THE ISSUES

«=Community-focused social contribution activities
«=Expansion of the employee engagement

Community-focused Social Contribution Activity Status of Volunteering Teams
Activities

| The Campaign of ‘Managing One Volunteering
Team by One Site and by One Department’

LOTTE E&C carries out the campaign of ‘managing one volunteer-

ing team by one site and by one department.” 122 volunteering

teams up until now have been voluntarily formed at the head-

quarters and sites and conduct activities such as improving res-

idential facilities, providing cultural experiences, and extending \
service-based volunteering for low-income people.

~
A / mm
| Social contribution Activities Focusing on Overseas " \

Sites

As overseas projects expand, we conduct activities such as im- \
proving the residential environment and supporting the disadvan-
taged by fully reflecting local needs mostly in Vietnam, our major
overseas markets.

Volunteering Teams in Seoul S

Major Activities

«=Improving village facilities \ mm
«Visiting welfare facilities
=Donating talent and giving out daily

goods, etc.
Volunteering Teams in Chungcheong and Honam
_ \
Major Activities
e
h-'ll- «=Cleaning up the local environment
. =~ = Visiting welfare facilities \

«=Supporting the rehabilitation of the
underprivileged in the regions, etc. ,



Our Material Issues

RISKS

«=0One-time events or ‘showing off’ of social contribution
activities being socially criticized
«=\Weakened corporate and brand image

OPPORTUNITIES

=Establishing a positive corporate image

«=Enhancing love for the company and satisfaction among
employees through engagement in social contribution
activities
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" 122 teams(accumulated/117 domestic teams, 5 overseas teams)
As of December-end, 2015, 50 volunteering teams are engaged

MAJOR PERFORMANCE AND GOALS

2015 Performance 2016 Goals

O(l(b‘QDO
&84, 122 teams 140 teams

Operating
Volunteering Teams

Employees’ Participation
Rate in
the Matching Grant

Expansion of Employee Participation

| Matching Grant

The Matching Grant is up and running at LOTTE E&C to establish
a culture of sharing within the company. It allows the company to
extend donations in proportion to the funds raised voluntarily by
the employees. The funds collected by each and every individual
and the company in unity are used as the ‘Fund for Love Sharing’
for diverse social charity programs.

| Operating the Charlotte Volunteering Group

In order to encourage employees to engage in social contribution,
we operate the company-wide Charlotte Volunteering Group®. The
volunteering group operating in the form of a club carries out re-
cipient-oriented volunteering considering local conditions, which
strengthens ties with communities.

“ A socially-contributing organization jointly participated by labor and management of LOTTE
Group affiliates

Volunteering Teams in Gyeonggi and Gangwon

Major Activities

= V/isiting the underprivileged in the re-
gions and practicing sharing with them

< Cultural volunteering for the
underprivileged in community

«=Cleaning up the community
environment, etc.

Volunteering Teams in Yeongnam

— Major Activities

=|mproving facilities for the
underprivileged

«=Cleaning up the community
environment

=Serving free meals, etc.

—

A Close Look at Social Sharing Management Activities(84~86p)* L!!l



LOTTE E&C has continuously practiced sustainable

management based on a belief that we should
enhance social responsibility and execute our role
towards achieving greater happiness for the future.
We generate social and environmental values along
with economic values in wide-ranging business
fields as follows.

Environmental Management
Safety Management

Talent Management

Ethical Management
Customer Value Management
Win-Win Management

Social Sharing Management
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Realizing Eco-friendly Construction Sites

| Eco-friendly Purchasing

LOTTE E&C is at the forefront of considering the visions for en-
vironmental management and fulfilling social responsibilities by
procuring materials with eco-friendliness in mind throughout the
entire cycle of design, construction and operation. In particular, we
signed a voluntary pact for industry-wide “Green Purchasing”, and
try to continuously find suppliers with the same purpose. We also
work towards and expand the list of materials for green purchas-
ing through the green procurement system. The green procure-
ment volume in 2015 stood at USD 31.23 million.

Performance of Green Procurement

2.40

HB Label

(Unit: USD million)

13.16

Eco Label

e 1.96
C:‘i High-efficiency energy @ 6(3Tq§ab7e|

E han equipment

7.14

Energy efficiency rating Total
1to2

31.23

P
b

| Eco-friendly Construction

Intensifying On-site Environmental Inspection

Regular and occasional inspection on a site environment is con-
ducted for construction sites. In 2015, 88 inspections took place
for 66 sites to check the status of separated waste storage and
treatment and management of fly ash.

Results of the environmental inspection revealed that as for the
number of discharges by pollutant, waste and air pollutants ac-
counted for 191 cases(49.1%) and 108 cases(27.7%), respectively,
taking up 75% of total inadequate outcome. Based on the results,
we plan to focus more on waste and air quality management.

-@- Improvements through 2015 Environmental Inspection

«=Strengthening sanctions imposed on sites with ‘mid’ and ‘low’ grades based
on the evaluation scores — Phase 1: re-inspection(within one month) Phase 2:
issuance of a letter of warning

«=Consulting new construction sites - conducting on-site service within one month
from the submission of a construction start notice

«=Intensive management of high-risk sites by period

«=Conducting environment monitoring during construction and intensifying the
operation of offsetting facilities

=Extending site operation systems and training / inspection while replacing the
project managers and construction team directors

A
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Zero Violation of Environmental Regulations

We minimize the environmental impact during the construction pro-
cess and strictly comply with environmental regulations. We manage
and share data in our information system for the current states of
rented buildings, and installed environmental facilities to prevent
environmental incidents caused by violation of environmental reg-
ulations. Thanks to the development of in-house systems for legal
compliance and continued internal measures, in 2015, there was no
case of violation of environmental regulations beyond punitive fines.

Environmental Training

Environmental training takes place for site supervisors and work-
ers regarding on-site environmental management. Especially in
2015, we shared information on applicable regulations for each
pollutant source and best practices in environmental management
of other companies through training on consignment.

We also upgraded our environmental management level by ac-
quiring expert’s know-how practical skills for environmental man-
agement and management of civic complaints.

=Notifying sites belonging to the bottom 10% of the
evaluation and expanding outsourced training

9,
g =Providing training to support new sites and

establishing a management process for them

Plans to
Strengthen
Environmental
Training

= Integrating and revising environmental training
materials by process and period

= Disseminating training materials suitable for the level
of construction workers and inducing sites to provide
autonomous training

Launching Green Campaigns

We periodically launch campaigns to establish a company’s green
culture and enhance the awareness of environmental manage-
ment. In 2015, our periodic green campaigns focused on key issues
by distributing banners and posters: environmental management
policy(January), dust scattering(March), GHG reduction guideline
(June), intensive supervision during Chuseok holidays(September)
and illegal incineration ban(November), etc.
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Environmental management policy GHG reduction guideline



Build a Great Value

| Operation of Eco-friendly Sites

Waste Management

In order to efficiently manage building materials used for waste
management and construction, we set and operate a guideline for
waste recycling. We have expanded the usage of recycled aggre-
gates by sharing cases on the quality management and recycling
of recycled aggregates. We manage waste treatment performance
record through an internal information system to reduce waste at
construction sites.

Operating Site-specific Waste Storage Sites

Management of Dust Scattering

To reduce dust scattering at construction sites, we perform var-
ious activities such as washing the wheels of transporting vehi-
cles, watering unpaved roads, installing covers for open-storages,
installing dust-free covers for materials in yards, operating road
cleaning machines and other environmental improvement activ-
ities.

Management of Water Resources

LOTTE E&C has installed water pollution prevention facilities such
as detritus tanks, silt protectors, and temporary waterways to min-
imize water pollution due to the discharge of effluent and waste
water. Moreover, each construction site sets and analyzes reduc-
tion targets for water usage discovers areas to be complemented
and initiates water saving activities. By efficiently treating water
polluting materials, we will not only comply with legal standards
but also proactively seek to prevent water pollution.

| Eco-friendly Demolition

In order to ensure the health of local residents and construction
workers are not harmed due to the scattering of asbestos during
the demolition working including asbestos demolition and remov-
al, we comply with the operational standards stated in the related
regulations.

2015 KEy PERFORMANCE
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| Eco-friendly Certification

Certification of Green Buildings

In order to acquire the eco-friendly-building certifications for both
the domestic standard ‘G-SEED(Green Standard for Energy and En-
vironmental Design)’ and the international standard ‘LEED(Lead-
ership in Energy & Environmental Design)’s Green Building Rating
Systemy’, materials, resources, design, structure and functionalities
of buildings are scrutinized and reviewed from the initial phase of
the projects.

Type Project Title Level Date

Housing Housing redevelopment
in the redevelopment
promotion area of Gireum

Excellence in
preliminary accreditation ~ Feb. 21, 2013
for green buildings

District No.3

Yongin Shindongbaeg Excellence in

LOTTE CASTLE Eco the main accreditation Jul. 22, 2013
(Block 1 & 2) for green buildings

LOTTE CASTLE Top excellence in

preliminary accreditation ~ Mar. 6, 2015

Gold Park Block 3 for green buildings

High grade in
preliminary accreditation  Apr. 3, 2015
for green buildings

Namyangju Jingeon District
B-2BL

Excellence in
preliminary accreditation ~ Jun. 25, 2015
for green buildings

Housing redevelopment at
Hyochang District 5

General Grade in
Wonju Enterprise City 10BL  preliminary accreditation  Sep. 30, 2015
for green buildings

General Grade in
Wonju Enterprise City 9BL  preliminary accreditation ~ Nov. 20, 2015
for green buildings

Excellence in
the main accreditation Feb. 25, 2011
for green buildings

Build- | OTTE MART - Changwon
ings Jungang Branch

Excellence in
the main accreditation Oct. 14, 2011
for green buildings

KT&G Seodaemun Tower

Excellence in

LOTTE MALL GIMPO the main accreditation Nov. 14, 2011

AIRPORT for green buildings
Excellence in
LOTTE MALL SUWON the main accreditation ~ Aug. 23, 2012

for green buildings

Excellence in
the main accreditation Jun. 13, 2014
for green buildings

LOTTE WORLD MALL

Fostering LEED APs

To nurture the experts in environment friendly construction cer-
tificates, LOTTE E&C supports its employees to acquire the LEED
AP certificate. As of 31, December 2015 a total of 17 employees are
certified, and we will continue to foster LEED APs.

“ AP: Accredited Professional

s & W

88 times

Performance of on-site environmental inspection

usp 3L. 23 mitior

Amount of eco-friendly procurement

17 employees

Number of LEED APs(accumulated)

A close look at LOTTE E&C'’s Activities for Climate Change Response(56~57p)* L!!l






Build a Great Value

| Safety and Health Committee

The Management of Safety and Health Committee is in place for sites
where construction costs exceed a certain amount; that is, KRW 12
billion(approx. USD 10.6 Million), and KRW 15 billion(approx. USD 13.3
Million) for civil works. The committee consisting of workers and us-
ers in the same number serves as a communication channel to share
suggestions directly from workers on safety and health issues. And
the top management are fully involved in safety-related activities as a
means to develop a culture where all employees voluntarily take inter-
ests in safety & health issues. The Management of Safety and Health
Committee is held by the CEO on a monthly basis, discussing the per-
formance of safety and health management as well as improvement
plans to prevent accidents.

| Implementing the Mandatory Safety Qualification
System for Project Managers

The Mandatory Safety Qualification System for Project Managers is to be
implemented from July 2017 to secure expertise and foster management
capabilities for engineers on construction safety management. Current-
ly, we have a two-year grace period to acquire safety qualification. The
ratio of qualification holders increased 17%p, and the number of Profes-
sional Safety Engineer qualification holders increased from two to ten
in June 2016 year on year which was prior to the announcement of the
implementation.

2015.06 [ 2016. 06 (Unit: %)
Ratio of Professional Safety 1.5
Engineer qualification holders (D
Ratio of Safety Engineer 21.4

qualification holders

Total ratio of safety

22.9
qualification hoiders (I OI0)

| Strengthening Maintenance for Reused Temporary
Safety Equipment

Reckless distribution of unauthorized and defective temporary equipment
threatening the safety of workers has emerged as a social issue, leading to
the rising risks of safety accidents of large scale. To respond to such an is-
sue, we have established and operated the ‘system for safety certification
and maintenance of reused temporary safety equipment’. Distribution of
temporary safety equipment used to be common among sites in the past,
but we have conducted safety certification inspection for the used tem-
porary safety equipment since 2015, and unauthorized products are used
through a maintenance/certification procedure.

2015 KEy PERFORMANCE
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| Strengthening Safety Training

LOTTE E&C conducts safety training to strengthen employees’ safety
management competency and safety awareness. In 2015, technical
safety training has been implemented for enterprise-wide engineers
in preventing any reoccurrence resulting from the increases in the
technical safety accidents and mechanical / electrical accident ratios.
New courses have been opened to expand training targets, engag-
ing the CEO / management, executives / team directors, engineers at
the headquarters and management / on-site engineers in partners. In
2016, a total of 11 courses are in operation for 3,800 trainees in 2016.

Training
5 courses 6 courses 13 courses

LOTTE E&C: LOTTE E&C: LOTTE E&C:

- On-site - On-site - CEO / management, executives
construction engineers and / team directors
team and safety safety managers - Engineers at the headquarters
managers - On-site engineers and safety
managers

Partners:

- management / On-site
engineers

Targets of

training
courses

Number of
774 persons

| Strengthening the Equipment Safety Management
Activities

1,064 persons

3,629 persons

We have established the equipment safety management system since 2014,
carrying on the records of no disaster associated with equipment. In partic-
ular, we have restricted the usage period of mobilized equipment and plants
to 10 years, reducing the average years of use by 3.2 years compared to the
previous year. As a result of managing the professional careers of engineers
in charge of tower-crane installation and dismantlement, the average period
of professional careers of the target engineers has increased about two-
fold. Furthermore, we have adapted the baseline to assign sufficiently ex-
perienced engineers to projects on preferential basis. From 2016, to prevent
largescale accidents in relation to equipment management, we pre-assign at
minimum one safety engineer with 10 years or more experience in the field
of equipment inspection to a project with a contract amount greater than
KRW 220 billion(approx. USD 194.4 Million).

2014 2015 Note
A"e{??e )éears G Decreased by
mobilized equipment
] 12.8 years 9.6 years 3.2 years
plants
Average years of
experience in (EEER Y
ower crane installation 8 years 16 years of experiences
and dismantlement has doubled

team

0.22«

Disaster rate

& o

519 units

Number of inspections on
the imported equipment

3 y 62 9 persons

Number of individuals that completed
safety training(Including partners)

A close look at on-site safety inspection of LOTTE E&C(p.54~55)* I!!l






Build a Great Value

Strengthening Employees’ Competencies

| Talent Development Roadmap

LOTTE E&C operates the talent development roadmap to strength-
en employees’ competencies, considering talents as the basis for
generating corporate values for the future.

The roadmap consists of Leader Capability Training, Training on
Job Capability, Self-Development Training and Company-wide
Training. Multi-layered training is offered for each job position in
an effort to strengthen employees’ competencies.

| Training of New Employees

LOTTE E&C is operating introductory training and a mentoring sys-
tem for new employees to help them to adapt better to work and
the corporate culture. We set Wednesday of the fourth week of ev-
ery month as a mentoring day and provide work process training,
in which a mentor and a new employee have one-to-one meetings.

Moreover, we focus on enhancing their skills for job functions
through division-specific work training for new employees in each
division.

| Securing Job Capabilities

Training is offered for job capabilities to foster competencies and qualifi-
cations required in each position. Job title-specific competency buildup

69
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programs are offered for employees to fulfill their roles within their unit
amid the changes in their positions. Job training by engineers and di-
vision is provided to foster specialized technical workforce. As of 2015,
an accumulated volume of 204 employees acquired engineering certifi-
cates(Professional Engineer, PMP and LEED AP, etc.).

Management of the Preparatory Courses for Safety Engineer
/ Professional Safety Engineer

We manage a system to support employees to acquire safety-re-
lated certificates(Safety Engineer / Professional Safety Engineer) to
strengthen the job competency for safety management. Online
courses are provided to all the employees who wish to take pre-
paratory courses for Safety Engineer. For Professional Safety En-
gineer, we conducted training course for selected 30 engineers.

Academic Credit System

LOTTE E&C supports to enhance employees’ competencies compa-
ny-wide by operating an academic credit system. Courses consist
of training in the Group and at company level, job-related certif-
icate programs and overseas training. Employees’ competencies
can be boosted through self-driven learning under the system.

It also enables employees to easily manage their history of training
via ‘My Training Records’ by checking out the number of credits to
be acquired in a given year, the credits carried on from the previ-
ous year and remaining credits to be completed.

Talent Development Roadmap

Level A Level SA Level M Level S ;
(ASSIStant) (Senior ASSIStant) (Ml' Mz) (Sll 32)
i Preparatory ~ S-Grade Promotion Qualification Course -Mandatory Training for Grades New Executive Course
Led by Introduction Take-off
Trainin Trainin i i)y
LOTTE 9 9 Promotion Work School .
Group for New for New Qualification EMBA in the SEMBA
Employees Employees Construction Sector -
(e e Test Outside MBA Programs
Leader
Capability Introduction Training for Seasoned Employees
Training
Led by Preparatory
LOTTE
E&C Introduction Training for  SA Promotion Calie _for . .
Promotion Executive Capability Upgrade Course
New Employees Course e
Qualification
Test
Profession- In-house Instructor Development Course
al Training
Course Intensive Global Course
Practical Course on Overseas Construction Works
Work Expert Course on Contractual Claims
Capability .
Training Techniques Project Manager Capability Upgrading Course
Project Manager Development Course
Division-Specific Work Training & Engineer Training Course
Sales Man- o . .
agement Work-Specific Capability Upgrading Course
E-Learning Course
Self-Development .
Training Outsourced Training Course
Credit-based Course
Safety Management Course
Company-wide
Training Course on Selected Issues
Ethical Management Course
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| Leadership Development

LOTTE E&C conducts training for team directors, project manag-
ers, etc. the leaders who are crucial to the performance of their
organizations.

We have operated the S-Grade Promotion Qualification Course
since 2013 for prospective candidates as future leaders. For the
project managers we provide training more than once a year to
enhance their competencies and develop their qualifications as
corporate managers.

Introduction of the Leadership Diagnosis Program

Amid an increasing need for programs to systematically develop
leaders, we have offered the Group-wide leadership diagnosis
program since 2014.

Organizational growth and the growth of the leaders are boost-
ed by diagnosing leaders’ competencies and leadership styles for
executives, team directors and managers wishing to have their
leadership level diagnosed.

Leadership Diagnosis Process

= | eadership competency
diagnosis
(180-degree evaluation)
«=| eadership style diagnosis
(90-degree evaluation)

Leadership
Diagnosis

Inducement
of behavioral
changes
Provision of
opportunities
to develop
leadership

«=Sharing methodologies to
interpret the diagnosis
of leadership and com-
prehensive results for

Online feedback leadership

on leadership
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| Strengthening Global Competencies

LOTTE E&C enables employees to do business seamlessly on over-
seas sites through our global competency buildup program as our
overseas business is scaling up.

Intensive Course

LOTTE E&C provides support for overseas employees to develop
local language proficiency skills and adapt faster to their sites. In
January 2015, 9 employees completed the Intensive Courses on
Chinese. We have created a standard manual for office manage-
ment for overseas offices and branches, and a specialized manual
for Indonesia and Vietnam to help employees at home and abroad
understand and utilize the content.

Improvement of Language Proficiency

A prerequisite for global talents is communication skills. That is
why we operate the Global School program for our employees
to learn Chinese and Vietnamese as well as having courses on
strengthening presentation and negotiating skills. Support is also
extended to enable their efficient communication by adding a
course on meetings with overseas buyers.

Work Capability Enhancement Program

LOTTE E&C trained on the overall process(bidding — contracting —
ground breaking - construction management - completion, etc.) and
contractual terms of the International Federation of Consulting Engi-
neers(FIDIC) through job competency build-up training for overseas
construction in 2015 to train global talents and satisfy training needs
for overseas job functions in business divisions. Training is provided
to employees dispatched abroad on knowledge on the target region
so that they can quickly adapt to the site and local conditions.

= |nitiating the group
feedback and behavioral
changes in the leadership
based on the leadership

Leadershi X .
p diagnosis results

Workshop

BUSINESS CASE | Management of the Learning Group

Training Results 102
I
2,900 2,852 2,933
2 2 &

2013 2014 2015

Number of training hours
o perhead
(Unit: number of hours)

Personnel
(Unit: No. of personnel)

Seeking to enhance internal technical competencies through tech-
nical competency sharing and knowledge buildup, we run the
‘Plant Learning Group’.

It enables individual employees to systematically acquire knowl-
edge and information on industries, techniques and management,
and the Learning Group can generate synergies in business by
possessing such knowledge and information as its own asset.

Topics to be learnt are selected based on job analysis and mentee
competencies, and participants may propose topics on specific is-
sues that might occur in consulting. A mentoring journal is written
for each lesson, and all assignments are systematically managed
and reflected in the job manual guideline and job guideline.

In 2015, 126 employees took part in the Learning Group.

Plant Learning Group

For individuals For the Learning Group

Enabling realignment and sharing
of mentors’ knowledge

Sharing and reinforcing internal
technical competencies

Expected
Results

Fostering pragmatic job-oriented
capabilities

Fostering the internal learning
culture

Expanding communication
opportunities between mentors
and mentees

Sharing learning materials of other
teams / other processes



Build a Great Value

Work-Life Balance

| Family-friendly Programs

LOTTE E&C operates family-friendly program to create a work envi-
ronment where all employees can happily work. Participating fam-
ilies can experience the history of LOTTE E&C for two days during
the program and the love of their family members can deepen as
they understand the company and take part in various activities.

Family-friendly Program Activities

| Acquisition of the Family-friendly Certification

LOTTE E&C acquired the family-friendly certification in December
2015 driven by continued family-friendly management such as
the mandatory childcare leave, construction and management of
company childcare centers, and family travel programs. As such,
LOTTE E&C is recognized as a company with programs that pro-
vide a work-life balance.

| Improving and Expanding the Family Love Day

In order to enhance the effectiveness of the ‘Family Love Day’ held
every Wednesday, we encourage employees via internal broad-
casting, work hours monitoring and compliance evaluation from
December 2015.

Furthermore from May 2016, we have expanded implementation
of the ‘Family Love Day’ to every Wednesday and Friday(2 days per
week) to achieve work-life balance and ‘leave-the-office-on-time’
culture.

2015 KEy PERFORMANCE
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Fair Performance Evaluation & Reward

| Performance Evaluation & Reward

Rational compensation is provided in line with fair performance
evaluation. We are using various evaluation methods, such as
performance evaluation, capacity evaluation, and core value eval-
uation, based on which rational levels of performance-oriented
rewards are given to motivate and boost morale for employees.

| Welfare Benefits

LOTTE E&C runs diverse welfare benefits to enable employees to
work in a happy and decent work environment. Various benefits
include insurance coverage for four major insurances, maternity
protection, and support for stable housing and livelihood, medical
and healthcare service and leisurely life.

We have also adopted the wage peak system in accordance with

the Employee Retirement Benefit Security Act. We have extended
the retirement age from 55 to 60 starting from 2016.

Welfare Benefits

Support for leisure activities Maternal and Maternity

~Refresh Vacations Protection

«=Operation of the Day of Family = Maternity leave post
Love / Clubs’ Day childbirth

= Offering of gifts for birthday «=Cash extension post

and wedding anniversary, etc. childbirth

Stable Housing and Medical Fees and Health

Livelihood Checkup

=Housing loan =Payment of employees’

= Tuition subsidies medical checkup fees

= Cash gifts for congratulations and medical fees and
and condolences insurance premiums

Statutory Welfare Benefits Selective Welfare
=Subscription to Social Benefits
Insurance = Offering of individual
(For Compulsory welfare benefits using a
Insurances) welfare card
Others(Type)

=Financial support for the employer” liability insurance and family insurance
for employees in overseas branches

< Accreditation and reward for employees’ long-term service

«=Retirement Preparation Program(running an online website and office)

«=Retirement age extension and wage peak system

() |
102 hours

Training hours per individual

130 employees

Number of participants in family-friendly programs

1.4

Return rate after child-care leave

A close look at LOTTE E&C’s activities for a creative corporate culture(58~59p)* I!!l
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Build a Great Value
Employees’ Regular Ethical Awareness Training | Diagnosis of Ethical Management
and Audit LOTTE E&C diagnoses the level of ethical management using LOT-
) o TEX, a self-developed diagnosis program, and sets channels for
| Ethical Management Training by Target stakeholder communication, paving the way for corporate sustain-
Diverse ethical management programs are in place, catering to able growth.
employees’ jobs f"”d job position. Training by the_ AUd_it Tear_n t_ar- LOTTEX consists of two parts: ‘basic ethic’ on compliance with the
gets empl_oyees in the.h_eadquarters and local sites, intensifying legal system and ethical responsibilities through appropriate and
the effectiveness of training. transparent corporate management and ‘social ethics’ on promo-

tion of management in which companies, stakeholders, and future
generations can achieve growth together based on economic, en-
vironmental, and social responsibilities.

As a result of LOTTEX diagnosis in 2015, LOTTE E&C’s comprehen-
sive ethical score was 81.5 points with 81.1 points from the internal
stakeholder diagnosis and 82.3 points from the external stake-
holder diagnosis.

@

New Employees

Training on individual ethics
and corporate ethics

| Self-Check Program on Ethics

|/—_| LOTTE E&C operates the self-check program on ethics to inform
i 2 the importance of ethical management to employees and to en-
able individuals to better incorporate ethical management.

=l

Improvement in Work
On-the-job training by job type
(project managers, team directors,
etc.) and dissemination of
post-audit measures

SA Level

(Senior Assistant)
Training on prevention of non- Self-Check Program on Ethics

ethical risks in work

Week 2 Week 3 Week 4

Ethical Self-Check Quiz on Ethical
Messages Table Management

Ways to Raise Participation Rate

F'y

= Automatic pop-ups when logging in the company’s IT system

=Training for employees with a low participation rate upon department /
on-site audit

=Plans in place to induce proactive participation by periodically disclosing
the participation rate by department and site

raining on improvement in work

m BUSINESS CASE | Expansion of the Ethical Management Practice Day
fla_
LOTTE E&C has expanded the self-ethical check that used to be %
held twice a month into the company-wide check. A survey is de- Expected Results

veloped on five areas including headquarters business, domestic
and global sites and overseas branches / subsidiaries, and ethical Strengthening awareness on unethical acts in consideration

. . . . .. of the nature of each team’s jobs
risk diagnosis and ethical training are conducted under the stew-

ardship of a unit head once a month. Managing unethical risks on overseas sites and branches,
local subsidiaries and dispatched personnel

Diagnosis results are reflected in selecting and evaluating compe-
tent teams on ethical management. Teams selected as competent
ones are given rewards to enhance employees’ ethical awareness
and encourage their ethical practices.

Discovering ethical weaknesses of
the company through feedback statistics

Responding to external risks on individual and
organizational unethical acts
In order to encourage higher participation, training is conducted
K K 9 9 P X P i g L Inducing preventive audit based on points raised in the previous audit
during audits for departments and sites with low participation rates. and a list of diagnosis items with cases attached
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Diversifying Efforts for Win-Win Cooperation for
Partners

| Fund Support

Financial Support
We provide various types of financial support including, direct,
mixed, indirect and special ones to enable stable growth of partners.

Financial Support

Direct Support Mixed Support

Urgent Fund Support Win-Win Fund

Arranging and operating
funds by depositing them in
Industrial Bank of Korea(IBK)

Extending interest rate-free
loans for mutual growth

Special Support Indirect Support

Funding by Corporate
Partnership Foundation

Contribution of the fund for the Industrial
Innovation Movement 3.0

Contribution of the fund for Creative,

Network Loan

Loan support based on
favorable interest rate &
increase of credit line in
partnership with IBK

Economy and Innovation
Center

Improvement in Payment Conditions of Subcontract

LOTTE E&C makes payments 100% in cash or cash equivalents to
improve our partners’ cash-flow, and aim to steadily increase the
proportion of cash payment. We also support partners’ smooth
financial flow by ensuring payment within 13 days.

Reasonable Adjustment of the Delivery Unit Cost

LOTTE E&C complies with the standard for adjustment of the
delivery unit cost on standard subcontract agreements, which is
indicated in the fair trade and mutual growth agreements and
subcontract agreements. Accordingly, we reflect price variations
of raw materials to the unit price of the supplied products after
areview.
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| Training and Support for Strengthening
Competencies

Training Support for Partners

LOTTE E&C fully utilizes ‘LOTTE Mutual Growth Academy’ man-
aged by LOTTE Group, providing systematic and professional edu-
cation and training to partners. In 2015, we organized a competen-
cy buildup training camp for working-level staff from 95 partner
companies. We also opened 400 online courses to offer courses
on construction practices, languages and self-development for
employees of partners.

By consigning training to Korea Productivity Center, a specialized
training institute, we provided training on finance, taxation, cost
accounting and marketing to 171 partners.

Providing Management Consulting Services

In order to diagnose the management status of partners and im-
prove their productivity, we provided financial consulting aligned
with professional accountants from credit rating agencies. LOTTE
E&C covered the total expense for consulting. Advisory consul-
tation was also offered to improve management weaknesses of
partners by engaging in the Management Doctor program orga-
nized by the Large and Small Business Cooperation Center of the
Federation of Korean Industries.

6 =Paving the way for medium-and long-term growth of
partners through consulting from advisory members
\ with abundant on-site experiences on six area

including management strategies & techniques /
production / quality, marketing & HR / labor & fund
/ finance and sales channel expansion

Management
Doctor Program

= Managing consulting programs specialized in
financial items of partners

=Seeking to raise credit ratings and strengthening
competencies in taxation / accounting / finance
by finding areas for improvement and setbacks in

Consulting
Activity corporate management to improve the cost ratio and
the financial structure

Support for Sales Expansion

LOTTE E&C contributes to the sales expansion of partners by joint-
ly developing new products with partners and applying them to
the sites of LOTTE CASTLE. In 2015, LOTTE E&C participated in pur-
chasing seminars organized by the Small and Medium Business
Administration and the Corporate Partnership Foundation, intro-
ducing the management scheme for partners and conduced guid-
ance on partner recruitment plans and registration procedures. As
such, we provided opportunities for partners to explore new sales
channels.
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Plans for Social Contribution

LOTTE E&C strives to fulfill social responsibilities as a corporate cit-
izen by performing social contribution activities continuously, and
by growing along with communities.

As a part of such activities, we focused on establishing a system
for social contribution and strengthening foundation for social
contribution and the efforts will continue in 2016.

Social Contribution System

e

Facilitating Social
Contribution

18

Expanding the
Basis for Social
Contribution

Setting the Regular
Schedule for Social
Contribution

| Facilitating Social Contribution

Initiating Key Social Contribution Programs and Exploring
New Ones

We will continuously initiate key social contribution programs to
secure continuity of the activities. Moreover, we will expand social
contribution activities to practice sharing with communities along
with stakeholders such as customers and partners

2015 KEy PERFORMANCE
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| Expanding the Basis for Social Contribution

Expanding Domestic and Global Activities of Employee
Volunteering Teams

By 2016, we expect the number of volunteering teams to increase
from 122 to 140 in order to expand the foundation for social con-
tribution activities. We also plan to facilitate their participation by
encouraging volunteering teams in new sites at home and abroad,
by continuous management of the teams.

Encouraging Employees to Participate in the Matching Grant
In order to secure stable resources for the charity fund, we plan to
introduce the Matching Grant program when recruiting new and
experienced employees and post as pop-up on our information
system. We also plan to encourage employees to take part in the
program by sending an official letter so that 82% of the total can
participate by end of 2016.

| Setting the Regular Schedule for Social Contribution

We plan to set the regular schedule for social contribution for
employees to incorporate the volunteering mindset, post it in the
intranet and share it with employees.

Schedule for Social Contribution Activities, 2016

May N May = September -

Love House of  Love-sharing 2015 Love- Love House of  Briquette of
Dreams and and Family sharing Dreams and Love-Sharing
Hopes Adding and Family Hopes Activity
- Geum- Program Adding - Nam-gu, - In Seoul
cheon-gu, (% half of the Program Busan (104 Village)
Seoul (2 half of - In Busan
year) the year) .
_ National N (Maechukji
: = NEUarel Village)
Memorial Memorial
Board Board

Performance of Social Contribution Activities

LOTTE E&C returns corporate competencies and resources to the
society and shares values with communities.

In 2015, the amount of expenses for social contribution amounted
to about USD 4.73 million, and 122 employee volunteering teams
consisting of 1,473 employees spent 5,873 hours for social contri-
bution activities.

4

<>
N

UNID) 4 . 73 million

Expenses for social contribution

(0
(0

{
\

1,473 people

Employees taking part in

L\

Ul

5,873 hours

Hours of volunteering by employees

social contribution activities

L!!l *A Close Look at LOTTE E&C’s Value Creation Activities with Community Engagement(60~61p)



























LOTTE
WORLD TOWER

LOTTE E&C applies high-rise building 96  Super High-rise Technologies
construction technologies and competencies to 98  Safety First

design and in the construction of LOTTE WORLD 100  Eco-friendly

TOWER, a would-be global landmark. It is to be

born as a safe and eco-friendly high-rise building

by securing safety of global standards and

utilizing eco-friendly facilities.
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LOTTE WORLD TOWER

SUPER HIGH-RISE
TECHNOLOGIES

1]
v

6 Tower Crane
Dismantlement Technology

3 High-Rise Structure 5 High-Precision
Technology Surveying and

<=Applying the globally verified RC core Verticality Control =Dismantlement of a tower crane
wall, mega columns, steel outriggers Technology in a general building without
and the belt truss structure to effectively ~Installing the navigation satellite configuration change(elevation and
e support vertical and lateral load receivers on precision slopes plane) is carried out by unloading
i T including wind and earthquakes and the highest floor to ensure the elements dismantled by
: _-_‘.'F el " high-precision surveying with installing dismantling cranes on the
/ H 1 '{ II no margin of error top roof to the first floor
<Operating the Global Navigation Mgl <LOTTE WORLD TOWER has a
i configurational change of becoming

Satellite System(GNSS) to rectify

=

errors by receiving survey data narrower toward the top, so .

E——
IR
R

b
- | I 4 High-Performance Concrete from over four satellites dismantling cranes are installed on
- S BT S Desln o 1 § 1237 and 79F so that dismantlement 38
. K Construction Technique fand unloading works are performed _
in two steps
L =Securing special concrete mixing design i

and construction techniques befitting
the purpose of structures e.g., fire-
proof, high-pumping, mass, ultra-low
heat & ultra-high strength, light-weight
concrete

7 High-Rise Vertical
Pumping Technology

=Pumping high-strength concrete
directly from 1F to as high as 515m
shortening the pumping time and
securing stability in quality
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SAFETY FIRST
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A building with its priorities focused on safety

Control Tower for Safety Management

LOTTE Group launched the ‘Safety Management Committee’ to
prevent and manage safety accidents, and operates the Safety
Management Division under it. The committee consists of three
parts: safety and inspection led by the Group’s Safety Team, safety
management under both LOTTE Corporation and LOTTE E&C and
integrated promotion. Safety and inspection unit conducts prior
facility safety check and shares the outcome with the safety man-
agement unit, while the promotion unit discloses the content to
the media immediately to enhance transparency.

Moreover, the Safety Technology Advisory Group and Safety Mon-
itoring Group are to be launched consisting of external specialists
in architecture & construction, structure, machinery & electricity,
safety and fire safety, taking part in safety check. We also plan
to outsource safety check by sector-specific expert institutions in
architecture, fire safety and electricity.

Safety System

By installing Korea’s first double-deck elevators, they are operat-
ed to be converted into emergency evacuation elevators upon the
occurrence of emergencies.

Rescue stairs are designed with the width of 1.5m, which is 30cm
wider than the legal standard of 1.2m so that two people can go
down the stairs at the same time. As a result, we were able to
set up a safety system enabling 15,000 people in the tower to be
rescued within 63 minutes.

Evacuation hours and plans at the LOTTE WORLD TOWER

Type Domestic standards

LOTTE WORLD TOWER

Refuge Area

One refuge area for every 30 floors

5 refuge areas
(4 refuge areas in total for Burj Khalifa™ in Dubai)

Evacuation
elevators

Installation of evacuation elevators

19 evacuation elevators

Evacuation stairs

Minimum effective width: 1.2m

Effective width: 1.5m
(additional 30cm secured)

Hours of fire
resistance

For 3 hours, Korea’s highest level: major structure sections
(Columns and beams applied with HPC™, etc.)

Fire extinguishing
water capacity

60 minutes
(for buildings of 50F and above)

60 minutes
(possible to stretch up to 300 minutes by
connecting fire extinguishing tanks)

“ HPC: High Performance Concrete

Korea’s first-of-its-kind double-deck

elevators Evacuation capacity(Stairs)

* The highest building that has ever existed(163F, 828m)

Evacuation capacity(Elevators) Total evacuation time
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The LOTTE WORLD TOWER is a smart building where its systems automatically

adjust to different circumstances.

It is constructed with cutting-edge technologies on robust structures and safety

design. We apply safety conditions for the post-construction operating stage as

well as the construction stage in the advanced level.

Fire Safety System

The LOTTE WORLD TOWER fully implements the safety require-
ments of the International Building Code(IBC) and the National
Protection Association(NPA), while applying the U.S. fire safety
standards upon design.

When a fire occurs, the building can bear up to the unprecedented
3 hours.

installed fire detectors sprinklers installed

“ The numbers of fire detectors and sprinklers are the aggregates of those at LOTTE WORLD TOWER and LOTTE WORLD MALL

24-hour
Integrated
Control Center

Fire detection
and alignment
with surveillance
cameras

Production of a
manual for crisis
and disaster
response

«=Securing stability in the operation of all
systems including fire safety and security

«=|nstalling fire detectors in major surveillance
areas and thermal imaging facilities for
detection

«Producing a manual on measures
to evacuate upon such disasters
as earthquakes, fire and terrorism,
countermeasures upon emergencies
and code of actions

of water supply secured for fire extinguishing

24-hour integrated control center
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The LOTTE WORLD TOWER is a global landmark representing the eco-friendly

mechanism for sustainable environmental protection.

It is envisioned as an eco-friendly high-rise building utilizing the eco-friendly system

and facilities where Mother Nature is the source of energies.

Utilizing New and Renewable Energies

LOTTE E&C installed and operate 108 sheets of solar panels on
an area of 305m? for Avenuel Building as well as a total of 1,187
sheets of rooftop-type PV modules on the rooftop of the Avenuel
Building and the Shopping Mall of the LOTTE WORLD MALL. We
use the geothermal energy system of 2,920RT", which is Korea’s
largest of its kind for buildings, 150~200m deep under the ground
of the LOTTE WORLD MALL for cooling and heating. We plan to
utilize 14.5% of the total energy amount with new and renewable
energies by minimizing energy consumption and loss.

" RT: Refrigeration Ton

Green Building Certification

The LOTTE WORLD TOWER and the LOTTE WORLD MALL were de-
signed under a concept of ‘an eco-friendly multi-functional com-
plex that reduces energy’. They gained high recognition as green
buildings in the adoption of new and renewable energy systems
and cutting-edge technology application.

LOTTE WORLD MALL and LOTTE CONCERT HALL acquired the high-
est green building certification of Grade 1 in 2014 and 2015, respec-
tively. We are working on acquiring the same grade and LEED Gold
Grade of the U.S. for LOTTE WORLD TOWER by the end of 2016.

8 BB 22
Z T I

Amount of CO; reduced” Pine tree planting effects?

1) Amount reduced by May 2016 since the opening of the LOTTE WORLD MALL(October 2014)

2) Based on the IPCC(Intergovernmental Panel on Climate Change, an international body under the
UN to devise climate change measures) coefficients

Status of green building certification

Scheduled for
2016-end

June 2014 November 2015

LOTTE WORLD MALL LOTTE CONCERT HALL ~ LOTTE WORLD TOWER

=The ‘Grade of
Highest Excellence’
for a Green Building
in progress

«=Certification of
the LEED” Gold in
progress(Scheduled
for March 2017)

=Acquired the
‘Grade of Highest
Excellence’ for a
Green Building

= Acquired the
‘Grade of Highest
Excellence’ for a
Green Building

“ LEED: A program to certify sustainable buildings developed by the USGBC(U.S. Green Building
Council(USGBC) in 1998 that quantifies buildings’ eco-friendliness & energy efficiency

Green Axis formed in the Eco Park on top of the underground driveway of Jamsil-gil and in the World Park within the complex of the LOTTE WORLD TOWER

S
e

Operating 16 hybrid street
lights by combining wind
and solar energies between
LOTTE WORLD MALL and
Seokchon Lake
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Major Performance in Sustainable Management

Economic Performance
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As a result of sustainable management activities, economic performance has improved compared to the past. Economic value generated
through business activities is distributed to shareholders, investors, employees, government, partners and community to practice mutual

growth with various stakeholders.

Economic (Unit: USD Million)
Classification 2013 2014 2015
Total orders 4,487.42 5,081.27 7,343.86

- Domestic orders 4,220.58 4,784.47 6,778.14
- Overseas orders 266.84 296.80 565.71
Sales 3,932.58 4,224.90 3,648.43
Gross profit 352.23 323.13 330.37
Operating income 45.74 138.73 141.00
Profit(loss) before income tax -257.16 -51.02 15.58
Net income(loss) -150.11 -45.13 8.48
Total assets 5,138.56 4,992.66 4,477.62
Economic performance distributed 3,248.63" 3,696.08" 3,112.31
1) Data of 2013 and 2014 are corrected due to modifications in the compilation standards
| Distribution of Economic Performance
(Unit: USD Million)
Outsourcing partners
Description: Total amount paid to
outsourcing partners
Category: Outsourcing expenses
2015 2,159.68
2014 2,588.66
2013 2,376.77 Government

Materials partners
Description: Total amount paid to
materials partners
Category: Materials cost

2015 683.76
2014 830.27
2013 696.77

Shareholders
Description: Amount paid to
shareholders
Category: Dividend

2015 0.11
2014 7.53
2013 1.70

Employees

Description: Total amount paid to

employees

Category: Salaries and benefits

Description: Total amount of tax paid

Category: Corporation Tax, taxes and

public duty
2015 7.1
2014 -5.90
2013 -107.05

Total amount of the
economic performance

distributed
2015 3112.31
2014 3,696.08
2013 3,248.63

Community
Description: Contribution and
investment in community
Category: Donation, charity expenses

2015 189.57 2015 4.73
2014 193.88% 2014 412
2) Data of 2013 and 2014 are corrected due to 2013 182.82” 2013 0.79

modifications in the compilation standards

Capital expenses

lenders

Description: Interest paid to

Category: Interest

2015
2014
2013

67.35
77.52
86.82
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In 2015, LOTTE E&C managed the amount of usage including materials, waste, energy and water to minimize the environmental impact re-
sulting from business activities, while strengthening on-site safety activities.

Scope of data collection: 193 sites in 2013, 267 sites in 2014, 231 sites in 2015

Classification Category Unit 2013 2014 2015
Material Consumption Ready-mix concrete m? 2,650,201 2,062,693 2,042,190
Cement Ton 79,341 42,4349 40,073
Aggregate m? 243,055 291,133 212,550
Asphalt concrete Ton 358,635 266,367 219,465
Sand m? 101,942 73,274 47,180
Rebar Ton 222,115 211,691 319,809
Plaster board Board 712,527 1,462,275 1,876,416
(Fizz};ﬂ:ﬁpﬁggregate Recycled aggregate consumption m? 17,117 21,740 10,354
Energy Consumption Steam T - - 9
Electricity T 1,272 1,015 645
Others? n 283 217 126
Waste Generation Waste concrete Ton 230,712 191,088 99,608
Waste asphalt concrete Ton 32,522 23,371 14,185
Wood wastes Ton 6,765 6,379 4,793
Waste synthetic resins Ton 7,133 8,623 6,526
Waste soil and stones Ton 65,518 31,268 121,018
Construction sludge Ton 1,276 1,332 2,301
Roof tile wastes Ton - - -
Tile / ceramic wastes Ton - 13 913
Waste bricks Ton - - -
Waste blocks Ton - - -
Textile wastes Ton 24 484 52
Waste boards Ton 1,860 1,634 1,663
Waste glass Ton - - 1
Mixed construction waste Ton 89,852 115,174 84,846
GHG Emissions Scope 1(direct emissions) tCOze 20,435 14,900 8,983
Scope 2(indirect emissions) tCOze 61,779 49,332 31,659
Water Consumption Water and sewage consumption Ton 1,374,452 4,778,929 1,189,878
Underground water consumption Ton 333,816 3,502,181 295,252

1) Data of 2014 are corrected due to compilation errors
2) Others: LNG, LPG, Gasoline, Diesel, Kerosene
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Third Party’s Assurance Statement

To the Readers of LOTTE E&C Sustainability Report 2016:

Foreword

Korea Management Association Registration Inc. (hereinafter “KMAR”) has been requested by of LOTTE E&C to verify the contents of its Sus-
tainability Report 2016 (hereinafter “the Report”). LOTTE E&C is responsible for the collection and presentation of information included in the
Report. KMAR’s responsibility is to carry out assurance engagement on specific data and information in the assurance scope specified below.

Scope and standard

LOTTE E&C describes its efforts and achievements of the sustainability management activities in the Report. KMAR performed a Type 2,
moderate level and limited assurance using AAL000AS (2008) and ISAE3000 as assurance standards. KMAR’s assurance team (hereinafter
“the assurance team”) evaluated the adherence to principles of Inclusivity, Materiality and Responsiveness, and the reliability of the selected
GRI G4 indices as below, where professional judgment of the assurance team was exercised as materiality criteria.
m G4 Reporting Principles
m General Standard Disclosures
m Specific Standard Disclosures
m Generic DMA of each of following material indicators of aspects

- Economic Performance: EC1, EC2

- Indirect Economic Impacts: EC7, EC8

- Materials: EN1, EN2

- Energy: EN3, EN4, EN5, EN6, EN7

- Water: EN8, EN9, EN10

- Emissions: EN15, EN16, EN17, EN18, EN19

- Effluents and Waste: EN23

- Compliance: EN29

- Employment: LAL, LA2, LA3

- Labor/Management Relations: LA4

- Occupational Health and Safety: LA5, LA6, LA7, LA8

- Training and Education: LA9, LAIO, LA1l

- Non-discrimination: HR3

- Human Rights Grievance Mechanisms: HR12

- Local Communities: SO1, SO2

- Product and Service Labeling: PR3, PR4, PR5

- Customer Privacy: PR8

m Construction and Real Estate Sector Disclosures: CREL, CRE2, CRE3, CRE4, CRE6, CRE8

This Report excludes a data and information of joint corporate, contractor etc. which is outside of the organization, i.e. LOTTE E&C, among
report boundaries.

Our approach

In order to verify the contents of the Report within an agreed scope of assurance in accordance with the assurance standards, the assurance
team has carried out an assurance engagement as follows:

m Reviewed overall report

m Reviewed materiality test process and methodology

m Reviewed sustainability management strategies and targets
m Reviewed stakeholder engagement activities

m [nterviewed people in charge of preparing the Report
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Our conclusion

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

| Inclusivity
Inclusivity is the participation of stakeholders in developing and achieving an accountable and strategic response to sustainability.

- LOTTE E&C is developing and maintaining stakeholder communication channels in various forms and levels in order to make a commitment
to be responsible for the stakeholders. The assurance team could not find any critical stakeholder LOTTE E&C left out during this procedure.

| Materiality

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

- LOTTE E&C is determining the materiality of issues found out through stakeholder communication channels through its own materiality
evaluation process, and the assurance team could not find any critical issues left out in this process.

| Responsiveness

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

- The assurance team could not find any evidence that LOTTE E&C’s counter measures to critical stakeholder issues were inappropriately
recorded in the Report.

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

Recommendation for improvement

We hope the Report is actively used as a communication tool with stakeholders and we recommend the following for improvements.

m Develop a preparation and utilization plan based on stakeholder prioritization: It is desirable that LOTTE E&C operates a complete charge
department for sustainability management and be active in utilizing the sustainability report for communication with its stakeholders. We
recommend that LOTTE E&C prioritize stakeholders and develop a preparation and utilization plan - which is based on the stakeholder
prioritization - to refrain from setting the preparation and utilization of the report for limited stakeholders.

m Managerial improvement of GRI requirements: We recommend that LOTTE E&C manage every measurement method of performance
indicators - being required by GRI - in standardized way and integrate the method into the performance management process to more
effectively manage and improve the performance.

Our independence

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

August, 17%, 2016

f | CEO Ki Ho Park
KIMAR £ H Pk
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GRI G4 Index

GENERAL STANDARD DISCLOUSURES

General Standard Disclosure Page Coverage

Strategy and Analysis

G4-1 Statement from the most senior decision-maker 2,3 g

G4-2 Provides a description of Key impacts, risks, and opportunities 50~53 ]

Organizational Profile

G4-3 Report the name of the organization 4 t

G4-4 Report the primary brands, products, and services 6~44 o

G4-5 Report the location of the organization’s headquarters 4 a

646 R'ept.)r't the numbgr of countries Wherg Fhe organization operates,' and' pames'of countrie§ where either the organization has 38,39 ]
significant operations or that are specifically relevant to the sustainability topics covered in the report

G4-7 Report the nature of ownership and legal form 4,88, 89 a

G4-8 Report the markets served(including geographic breakdown, sectors served, and types of customers and beneficiaries) 4,38~44 m]

G4-9 Scale of the organization 4,103, 104 O

G4-10  Total workforce 104 0

G4-1 Report the percentage of total employees covered by collective bargaining agreements None O

G4-12  Describe the organization’s supply chain 83 O

G4-13  Any significant changes during the reporting period regarding the organization’s size, structure, ownership, or its supply chain About this report O

Organizational Profile: Commitments to External Initiative

G4-14  Report whether and how the precautionary approach or principle is addressed by the organization 90 ]

G4-15 List egterr}ally develpped econlomi.c, environmental and social charters, principles, or other initiatives to which the 68 o
organization subscribes or which it endorses

G416 List m_emt_)erships of associations(such as industry associations) and national or international advocacy organizations in which the 1m o
organization

Identified Material Aspects and Boundaries

G4-17  List all entities included in the organization’s consolidated financial statements or equivalent documents About this report ]

G4-18  The process for defining the report content and the Aspect Boundaries 48,49 ]

G4-19  List all the material Aspects identified in the process for defining report content 48, 49 O

G4-20  For each material Aspect, report the Aspect Boundary within the organization 48,49 O

G4-21  For each material Aspect, report the Aspect Boundary outside the organization 48, 49 ]

G4-22  Report the effect of any restatements of information provided in previous reports, and the reasons for such restatements 103~105 ]

G4-23  Report significant changes from previous reporting periods in the Scope and Aspect Boundaries None O

Stakeholder Engagement

G4-24  Provide a list of stakeholder groups engaged by the organization 48, 49 O

G4-25  Report the basis for identification and selection of stakeholders with whom to engage 48, 49 O

Report the organization’s approach to stakeholder engagement, including frequency of engagement by type and by
G4-26  stakeholder group, and an indication of whether any of the engagement was undertaken specifically as part of the report 48, 49 ]
preparation process

Report key topics and concerns that have been raised through stakeholder engagement, and how the organization has
G4-27  responded to those key topics and concerns, including through its reporting. Report the stakeholder groups that raised each 48, 49 ]
of the key topics and concerns

Report Profile

G4-28  Reporting period(such as fiscal or calendar year) for information provided About this report O
G4-29  Date of most recent previous report(if any) About this report O
G4-30  Reporting cycle(such as annual, biennial) About this report O
G4-31  Provide the contact point for questions regarding the report or its contents 12 O
Report Profile: GRI Content Index

G4-32  Report the ‘in accordance’ option the organization has chosen Aboijégrﬂzrgport O
Report Profile: Assurance

G4-33  Report the organization’s policy and current practice with regard to seeking external assurance for the report 106, 107 O
Governance

GA-34 Report the governance structure of the organization, including committees of the highest governance body. Identify any 88,89 O

committees responsible for decision-making on economic, environmental and social impacts
Ethics and Integrity

G4-56  Describe the organization’s values, principles, standards and norms of behavior such as codes of conduct and codes of ethics 4,72 O
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