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Overview

This is our fifth publication of the sustainability report since 2009 and contains the
progress and commitment we made towards sustainable growth in 2019. This will
serve as a communication channel for us to share our performance and activities for

the previous year and reflect stakeholders’ inputs in our practice.

Reporting Period and Scope

This report covers our sustainability performance from January 1, 2019 to December
31, 2019, based on the data of head office and domestic and overseas work sites.
Depending on the timeliness and importance of the information, it includes data from
the first half of 2020. Some performances were classified into the E&C sector and the
petrochemical sector while data from the past three years (2017-2019) were included
for comparison when it comes to quantitative performance.

Reporting Principles
This report has been prepared in accordance with the Core Option of the GRI (Global
Reporting Initiative) Standards. Other indicators such as the SASB (Sustainability
Accounting Standards Board) and the UN SDGs (Sustainable Development Goals)
were also considered.

Assurance
This report has been verified by the KoSIF (Korea Sustainability Investing Forum), a
third-party assurance agency, to ensure its objectivity and accuracy. The result of the

verification can be found on pages 104-105.

Contact Information
Please use the contact information below for any questions about this report.

Daelim Industrial Tel +82-2-2011-7893
Business Support E-mail  yullchu@daelim.co.kr
Team Website www.daelim.co.kr

Address  Daelim Building, 36, Jongnol-gil,
Jongno-gu, Seoul
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CEO Message

Dear stakeholders,

I would like to express my sincere gratitude for your continued interest and support for our growth and development.
Last year, Daelim Industrial reached KRW 1 trillion in operating income for the first time since our foundation despite the
challenging business environment.

By leveraging the experience and expertise we have gained over the years, we are expanding our global presence to step up
as Global Developer through innovation and creative thinking from project planning to investment, financing, construction,
and operation. To this end, we focus on sustainable practices and profit-driven financial results as we continue to fulfill our
social and environmental responsibilities.

Financial performance with a focus on profitability

First, we will maximize our competitive advantages and corporate value by promoting stable growth and profitability with
a focus on our core businesses. In addition, we will secure talents and expertise and focus on developing new business
models to create growth engines for the future. By incorporating big data-driven digital innovation into our operation, we
will build a solid foundation for sustainable revenue generation.

Environment and safety as the top priority

In response to climate change, we have launched initiatives to strengthen our R&D expertise and create green solutions
based on innovative technologies. Safety is an integral part of our growth and the safety of employees should be our top
priority. By granting access to our Safety Training Center to the employees of our subcontractors, we will prevent industrial
disasters and create a safe and healthy workplace.

Mutual growth with subcontractors and local communities

By internalizing ethical practice based on our corporate philosophy of honesty and trust, we’re promting mutual growth
and cooperation. Aligning the growth of our subcontractors with our business strategy, we are implementing unmatched
mutual growth programs that provide management, financial and technical support for our supply chain. We are also
committed to social responsibility programs to support our local communities and contribute to their growth.

Going forward, we will continue to fulfill our corporate social responsibility and pave the way towards a sustainable future.
We look forward to your continued interest and support.

Thank you. August 2020

CEO Bae Weon Bog

PAZ WEOKB28

04105
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Company Overview

Founded in 1939, Daelim Industrial consists of E&C Division including Housing & Building Business, Civil Business, Plant Business and Petrochemical Divi-
sion. Based on our proprietary technological know-how and extensive project experience, we deliver products and services around the world. In addition to
the E&C operation focusing on design and construction, we are strengthening our position as a leading developer that covers the entire process including
project discovery, planning, investment, financing, construction, and operation management. Based on our continuous technological innovation for pet-
rochemical business and strategic partnership with global leading companies, we have led the domestic industry and transformed into a high value-added
chemical company.

Overview | Company Overview

Management Philosophy

Daelim Industrial’s management philosophy is “Create a Comfortable and Abundant Life and Promote Infinite Growth and Development”, rooted in our guid-
ing principle, “Hansup Spirit”. “Hansup” is a Korean word of Daelim which implies the company’s principles of “Creation of Future”, “Respect for Humanity”
and “Customer Trust”. Daelim Industrial operates its business with the goal of fulfilling its social responsibilities, creating value and pursuing the highest level
of customer satisfaction under the principle of “Hansup Spirit” as a foundation for our competitiveness.

I
VISION

Corporate Create a Comfortable and Abundant Life and

Creation of
Future

Respect for Customer
Humanity Trust

Philosophy Promote Infinite Growth and Development

=CSR

Company Name Foundation Address (Head Office) Employee Business areas
Daelim Industrial Co., Ltd. October 10, 1939 36, Jongro 1-gil, 5,946 employees Housing & Building,.Civil,
Jongro-gu, Seoul Plant, Petrochemical
Domestic Subsidiaries
Company Location (Head Office)
Daelim Construction Co., Ltd. Incheon
Daelim Motor Co., Ltd. Changwon, Gyeongnam
GLAD Hotels & Resorts Co., Ltd. Jeju
Songdo Power Co., Ltd. Seoul
APlus D Co., Ltd. Seoul
Daelim Energy Co., Ltd. Pocheon
Chungjin Project Co., Ltd. Seoul
EZumnpgaJ:yAsset Management Seoul USA
Daelim No. 5 Cheonan seoul
Wonseong Newstay REIT Co., Ltd.
KORAMCO REIT No.103 Seoul
KORAMCO REIT No.102 Seoul
Daelim No. 7 Masan Hoewon Seoul
Newstay REIT Co., Ltd
Poseung Green Power Co., Ltd. Pyeongtaek
Yeongju Eco Power Co., Ltd. Yeongju, Gyeongbuk

RUSSIA CHINA
| ]
! INDONESIA
Overseas Subsidiaries
| ]
o Company Location (Head Office)
Daelim Saudi Arabia Co., Ltd. Saudi Arabia
PT. Daelim Utama Construction Indonesia
TURKEY SINGAPORE DALIN (Nanjing) Construction China

Daelim USAInc. U.SA.
DAELIM INSAAT GELISTIRMEA.S.  Turkey
Daelim Chemical USA, INC. USA.
Daelim Chemical USA LLC. U.SA.

SAUDIARABIA
Daelim RUS LLC Russia
DE NILES, LLC U.SA.
Cariflex PTE.LTD. Singapore

*Consolidated subsidiary

06 | 07
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Housing & Building
Business Division

Korea’s leading landmark developer, setting a new standard
in the housing industry

Daelim Industrial Housing & Building Business Division opened up a new era of branded
apartments with e-Pyeonhansesang, the first of its kind in Korea, and successfully has launched
its premium brand ACRO in the market. We have acquired extensive experience, know-how
and expertise by working on such landmarks as the National Assembly Building and the Sejong
Cultural Center. Based on this know-how and technical expertise, we have introduced a new
housing platform, “C2 House” to meet the latest housing trends and customer’ needs.

1ST C2-HOUSE HIGH-END | 242,902

Korea’s first Lifestyle housing platform High-end housing Total No. of household units
apartment brand “C2-HOUSE” standard “ACRO” supplied since the launch of
“e-Pyeonhansesang” e-Pyeonhansesangin 2000

g
=
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Civil Business Division

Expanding into the international markets by securing
competitiveness on bridges/ports

The Civil Business Division of Daelim industrial is known for the highest level of performance and

know-hows in diverse fields such as roads/bridges, hydroelectric power plants & dams/ports,

railways/subways in the domestic market. In particular, we were successful in developing our own

self-reliant suspension bridge technology for the first time in South Korea and the sixth in the world.

While focusing on our leading expertise in bridge and port technologies, ...

which allow us to have competitive edge over competitors with

unique and differentiated technologies, we are expanding our ; ; ’ - _

geographical footprint into new overseas markets while securing ( 1‘ n o | ' _ ; Lt i [ m Hﬂm \
competitiveness in previously involved markets. i : , L o N 0. TIRARmAm P il S

2,023M 1-2-3 221 No. 1

The World’s Longest Competitive Experience The World’s Largest No.lin Korea, RetainstheTrack =~ =~ o
Suspension Bridge in Construction of Port Facility, Caisson Record and Technologyforthe = e AR Sl
(L=2,023m) 1-2-3 Pylon Suspension Type 221 Caissons Construction of the World’s e e '
Bridge (15,000 tons/EA) Longest Suspension Bridge

10111
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Plant Business Division

World’s leading technology in the overseas plant market

Based on cutting-edge technology and expertise in various fields including oil refinery, gas,
petrochemical, and power generation, Daelim Industrial Plant Business Division provides

a total service that encompasses FEED (Front End Engineering Design), EPC (Engineering,
Procurement, and Construction), O&M (Operation & Maintenance) in the global plant markets.
Specifically, we have oqtstaﬁdj“ng competency in the petrochemical and refinery sectors with
quality management cap’é’bili‘tiés accumulated through more than 30 years’ direct operation
of petrochemical plants. .

We are making improv&n‘fents inthe accuracy and efficiency of our projects by preemptively
introducing new technologies including BIM (Building Information Modeling), AWP (Advanced
Work Packaging), and mqﬂ!_‘@rization approach to prepare for the fast-changing business
environment. '
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47 YEARS | 30+
Completed more than 600 47 years of More than 30 years of experience
projects in 35 countries experience in plant in petrochemical plant
around the world design operation and O&M service
_:"&": v — pr— — I B
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S-0il Residue Upgrading Complex Project, South Korea
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A total service
provider with FEED,
EPC and O&M
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Petrochemical Division

Leading the petrochemical industry with global companies

As a leader in the petrochemical industry in Korea, Daelim Industrial Petrochemical Division
has 46 years’ experience in operating petrochemical plants and unmatched technical expertise
with its unique technology. In 2015, we sold our technology to the US-based company,
Lubrizol, and became the first company to export technology to the US. Going forward, we will
continue to strengthen our foundation for growth as we improve productivity through cost
reduction, enhance competitiveness in manufacturing, and lead high value-added business
models through R&D operation and investment in high;&eld specialty businesses.

orean petroche 40 ye experience A al e ene outputo A
ompa 0 expo ope g 9 on to e outp

| !% e olog 0 e d pased 0. 4 O = O
1 develop pDetro s ASIa d
i 0 e e . o
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Medium/Long-Term Strategy in E&C Sector

In response to the growing uncertainty in the global market, it is important to gain competitive advantages by
exploring new business opportunities and focusing resources on specific areas as well as strengthening the
competitiveness of existing business models.

Daelim Industrial is committed to developing new growth engines for the future by building a strong foundation for
sustainable growth and restructuring with a focus on its core business areas.

Mid- and Long-term Directions

With the twin goals of sustainable and stable profit generation and value creation for its shareholders, Daelim Industrial is dedicated to maximizing profits in
its core business areas by focusing on its strengths. We have also incorporated a data-based management process into our practices to further improve our
profitability and drive growth.

Directions : Sustainable and Stable Profit Growth

Restructuring the portfolio
with a focus on core areas

Building a foundation
for stable profit growth

Profit from the Core

Housing & Building Business

Profit from the Core

Operating each core business to promote
sustainable profit growth in terms of structure and
directions

Core Businesses

Civil Business

Digital Transformation
(Data-driven Construction)

Improving profitability through
data-driven project order and performance

Plant Business

In the housing sector, we focus on profit generation
and sustainable growth by selecting key areas and
exploring new business opportunities based on
market forecasts. We will continue to maximize
our corporate value for shareholders by selecting
projects through their scale and feasibility
analysis and gaining competitive advantages with
unmatched product development and business
models tailored to customers’ needs.

Promote steady growth in profit and explore
new business opportunities by strengthening
position in the housing market

We conduct extensive analysis on the feasibility
of sustainable growth and selectively engage
in projects in a fair and ethical manner. When it
comes to overseas projects, we will continue to
promote growth by leveraging available expertise
with a focus on products and countries that have
favorable conditions and potential.

Secure revenue stream through risk control,
fair competition, and stable operation

Direction

It is expected that the power generation market
will undergo rapid change and the demand for
petrochemical products will continue to grow
as the need for renewable energy increases. In
response to this trend, we will predict structural
changes in the global plant market over the next
10 years and take a proactive approach and show
initiative to support sustainable growth based on
our experience and expertise.

Focus on areas with a great potential for
growth in consideration of structural change
and competency

Highlight | Medium/Long-Term Strategy in E&C Sector

Digital Transformation

In order to gain a competitive edge in the era of the 4th Industrial Revolution, Daelim Industrial is focusing its resources on digital transformation. We actively utilize
the data analysis technology of Al and loT for project order, implementation, and risk management while applying BIM') and modular technology to support inno-
vation in terms of productivity. By establishing a data-drive order and execution system, we will lead the digital transformation in the construction industry.

1) BIM : Building Information Modeling

Digital Transformation in Construction

Order Execution Risk

Cost/real-time

Risk/accident

Quick and accurate

schedule management,
resource saving

identification

quotation!

BIM Modular Al loT

Daelim’s Digital Transformation

Strategy ie « B Style

Gain competitive advantages / Perform work and make

through data-based project business decisions based on

order/execution system g h data analysis instead of relying
Data-driven on feelings and intuition

Create specialized agile Skill
organization in relation to data \\

Link data analysis/utilization
technology and BIM

Data-driven order and
execution system

....................................... PG

Build an integrated management Hire data experts and develop
system for 8 Key Data Set* HR through training

SharedValue [ e

Achieve performance through
data literacy

* 1) Association/Project Owner 2) Region/Competitor 3) 3D Shape 4) Materials 5) Standard Process 6) Implementation History by Process 7) Construction Performances 8) Quality/Safety

18119
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Medium/Long-Term Strategy in Petrochemical Sector

Medium/Long-Term Focus

Daelim Industrial Petrochemical Division continues to increase attain differentiated premiums based on its proprietary technology expertise and unmatched
O&M capabilities. At the same time, we have been able to undertake new asset-based projects and low-cost local projects by strengthening core capabilities as
a developer with the goal of becoming a global top 20 petrochemical company by 2025.

° New Asset-based Projects

Technology
/ Development
Capabilities

Premiums for Differentiation

Proi Integration
Devrecijoe C:rl) Competitive
P Edge Zone

Unmatched
0&M
Capabilities

° Low Cost Local Projects

1) Project Developer Competency : Organization competency of creating unique values of Petrochemical Division through Biz ModelingsFinancing:Clearance of Regulation including the entire
process (Project exploration = planning — EPC — O&M)

Highlight | Medium/Long-Term Strategy in Petrochemical Sector

Global top 20 petrochemical company by 2025

[ ] [ ] [ ]
Goal
Global top 50% based on Global top 20 . 0 51
ethylene cash cost (PE production capacity of 2 million tons) SRl i e
Focus on Commodity Business Build a foundation for specialty sector

Low-cost local project Continue to gain premiums
development for differentiation

Develop new asset-based
projects

Strategy

20121
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Eco-friendly Construction

With increasing GHG emissions and climate change, there is a growing awareness and demand for eco-friendly
operation in the construction sector. As a result, leading global companies are making various efforts to reduce GHG

emissions and energy consumption in the building sector.

At Daelim Industrial, we are pursuing sustainability by supporting innovative eco-friendly technology and responsible
business operation with a focus on eco-friendly design and smart construction, and renewable energy to develop high-

efficiency energy buildings.

Resource Conservation through Smart Construction

Daelim Industrial is committed to reducing wasted resources with a focus on BIM, drones, and Al. Based on existing 2D drawings, BIM can prevent analytical errors

and over-designs that may occur during the design and construction process to calculate the optimal amount of materials to be invested while reducing raw ma-

terials such as reinforcing bars. By developing a software program that automatically inputs BIM 3D model-based data from the information input method of 2D

design drawings in water pipe analysis, we managed to improve the accuracy of the calculated values. As a result, it was possible to prevent over-supply of each

household by maintaining an appropriate balance
of the flow rate, thereby reducing the amount of
water and gas used per household and power con-
sumption. During construction, we estimate the ap-
propriate amount of construction volume using GPS
and inclination sensors through heavy machinery
automation technology and drone platform while
preventing over-excavation and failure through
level management in mm to reduce the amount of
concrete pouring as part of eco-friendly technology.
The successful implementation of eco-friendly tech-
nologies will not only result in the reduction of raw
materials but also GHG emissions from construction
equipment as it minimizes the construction period.

Examples of eco-friendly design and work through smart construction

Estimation of construction volume using drone platform

Digtal Surface Model

inear ft

Classification

Reduction of input materials based on optimal design through BIM 3D modeling

Prevention of over-excavation and over-pouring using heavy equipment automation

technology (Machine Control)

Development of reusable/recyclable high-density modular shell system

Eco-friendly design using VE system and reduction of input materials

< Jun10,200 =

Expected Benefits

« Reduce consumption of rebar materials by 7% from the design requirement

« Reduce the amount of concrete poured by 5%
« Reduce GHG emissions by minimizing equipment operation time

« Reduce wasted resource through mass production of prefabricated units
« Save resources and reduce waste emissions through reuse/recycle

« Save materials e.g. steel, mortar, and concrete
« Replace with eco-friendly materials based on environmental review

Highlight | Eco-friendly Construction

Estimation of the optimal quantity of input materials using BIM

Heavy machinery automation technology (Machine Control)

Energy Slab Geothermal System for Green Construction

Daelim Industrial is developing technologies based on various types of renewable energy to improve the energy efficiency of buildings. As part of this initia-
tive, we developed the foundations such as Energy Pile, Energy Slab, and Energy Structure where heat exchange units are installed to maximize the efficiency
of heat exchange, and incorporated them into our housing designs such as e-Pyeonhansesang Songpa. This not only reduces GHG emissions by supplying
stable and eco-friendly heating and cooling energy, but also reduces costs and prevents environmental pollution due to noise, leachate, and sludge caused by
drilling during construction, which is a problem of the existing construction method(Geohil). Going forward, we will achieve green construction by monitoring
energy efficiency and standardizing construction guidelines.

22123
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Improving Quality Competency

In this rapidly changing and increasingly competitive business environment, quality management is an integral part
of corporate sustainability and growth. In response to the growing demand for quality assurance and product liability
from stakeholders, the importance of quality management cannot be overstated.

In order to achieve the highest quality and step up as a global leader, Daelim Industrial continues to improve its quality
management system by establishing and implementing quality targets for each unit while reviewing its status.

TQM (Total Quality Management) from Customers’ Perspective

Daelim Industrial understands the level of quality required by customers from the customers’ perspective, and sets the goal accordingly to ensure their sat-
isfaction while all of our employees perform the TQM (Total Quality Management) process from project planning to execution and operation to maximize the

value for customers.

Recognizing the importance of seeing quality defects from their point of view, we listen to their inputs and seek the best ways to improve based on stringent
analysis while applying solutions. Then, the results are managed using big data and applied to the entire project process from planning to design and con-

struction to prevent defects.

Customer Action Plan Product/Design Action Plan

Customer satisfaction Big data-based “Zero
service based on their \ Defect” solutions in the

feedback and perspective Q%’_ |'_E} product planning and
design stages

7

Total Quality

Management

Customer satisfaction
service through project
quality improvement

Quality Action Plan

Highlight | Improving Quality Competency

Data-based Quality Management

Daelim Industrial is committed to preventing quality issues including defects through proactive quality management based on quality data such as building
structure history and defect information at each construction stage.

From mixing ready-mixed concrete to crack management after pouring, a building structure history management system is operated. The building struc-
ture history management system is designed to input data such as the origin of raw materials, ready-mixed concrete subcontractors, working environment,
strength and material standards and enables analysis and tracking management. Currently, we operate the formulation design and pouring stage, and we are
also developing a system to expand and support functions such as mobile material inspection and crack history management through mobile. In addition,
the quality data such as defect type during and after construction, and external inspection points are categorized, and the causes of quality issues by type
are identified while solutions for each cause are developed and provided in the form of solution case study books and training materials as part of the on-site
quality risk mitigation process.

Bl Site pg Ready-mix . > fj] Chloride/slump/ .................. >
concrete entry test air volume/
board entry

TLEERIAF AAMBL |
R2ayegn| CcovE [1900l0g|

ANoBE - a3x N2
&QJ&'I‘\nl«J'ltldal @12 | \§o0"

271z | =20 [conces=
& o

Photo shoot:OCR ................... » OCR conversion after .............. > Automaticinputof ...................
(Optical Character Recognition) mobile photo shooting quality test report

25-24-150

01500 "
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Safety Fi rst Accident Data Analysis System

35 0.9 .
Unit: % . .
‘ H Result of Analysis ‘ ‘ Summary for Accident ‘
In corporate management, there is a growing awareness that safety is an integral part of sustainable growth and ‘
competitiveness depends on safety management. As a result, global leaders put safety as the top priority when it
A q =Month:J
comes to business operation. 123 oni: January Boooo
35.1 =Day : Monday
. . . . = Time : 9:00-12:00
Recogmung that health and safety are al? essen.tlal part of sustainable growth, we use safety data analysis systems to o i 0000
prevent accidents and create a safe working environment. = Progress : 0-10%
= Accident Location : above ground level
28.9 = Position : framer Hassa
= Scale: large (more than KRW 220 billion)
Advancement of Accident Data Analysis System * Type of construction : housing 1 fReee
= Status of work : on the move
d dite th i f accidents and big data-based analysis, Daelim Industrial has established an accident data analysi TPCCHIEHLETLEE
In order to expedite the reporting process of accidents and support big data-based analysis, Daelim Industrial has established an accident data analysis sys- BWo-12Hours W 6-9Hours 0-3Hours = Type of work : Steel Structure
tem. Accident data collected and managed by the end of 2019 have been analyzed by type and cause. In 2020, the types of cause will be subdivided into about B 15-18Hours 1821Hours B 3-6Hours = Gender : Male
7,000 sub-categories to ensure more accurate and detailed analysis and will be created into big data. =Age:50s
M 12-15Hours
With the auto emailing system in place, monthly accident analysis reports are automatically sent to all employees on the site. This enhances increase the effi-

ciency of Health and Safety management system by ensuring that information can be accessed on time and used anytime for Health and Safety management
onsite. Accident Data Analysis Report

Furthermore, We will establish action plans optimized for our company to prevent accidents through the analysis of safety accident cases that occur frequent-

ly at certain times such as hot weather, rainy season, winter and thawing seasons or occurred for past 10 years. Monthly Safety Management Point [July] - Steel Structure
OO Site AA Construction
Our site management point based on LMS analysis result Point of management
Accident Data Analysis System Analysis by type [Reinforced Concrete Work]

The following accidents occurred most frequently during the framework.
« Type of Accident : fall, hit by objects (fall/fly)

LMS Report LMS Analysis LMS Total Safety Accident Status « Age : 50s, 40s
+ Object of cause : Euro form, Aluminum Form, System form

Demolition work (Cases Material supplies (other materials/supplies, rebar, square pipe)
Unit: % .
‘ Summary for Accident ‘ Temporary wok O0OCases Unit : %
Bridge/Road OQOCases W91-100% 36.0 ‘ —— s1o
Fa .
Progress W 51-60% 36.0 Civil Work OOCases Type of
i 00 X i j 26.5
Railroad OOCases W21-30% 28.0 oooQ . Accident W Hit by objects (fall/fly)
Eelnforceal . 0 B Bumping (collision) 215
Subway OOCases oncrete Wor
2
HRoad 92.6 B 0000

T | 00C Steel structure work OOCases
unne OOCases

Locationof § ™ o ot 66 AAAA 505 428
Land/Pipe/ Accident Finishing work OOcCases Age W 40s 31.9

Landscaping OOCases M Environmental 18
Facilities ' A0 W 30s 25.3
Port/Dredging OOCases Landscaping OOCases
Dam OOCases Direct B incomplete Actions 72.7 Electrical Work OOCases l B Formwork 38.3
: Origina
i 00 Cause M incomplete Status 27.3 : - . Cause M Materials supplies 34.9
Airport OOCases Facility work o0 Material
ateria
I Floor 26.8
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Talent Management

Management With the growing importance of human resources as

Approach a source of corporate innovation and creativity, many

companies are focusing on various talent management

programs to help companies recruit and retain talented

individuals.
Principle & Recognizing human resources as an integral part of paving
Strategy the way towards a sustainable future, we are investing

in a variety of human resource development programs,

from hiring to performance evaluation and training

opportunities.

KEY Performance Indicators (KPIs)

2020 Improvement of
“Essential Competencies
& Professional Development
Programs”

Rate of returning to work
after maternity leave

100

Talent Selection and Recruitment

Ideal Employees of Daelim Industrial

Daelim Industrial hires talented individuals who can pave the way for a
sustainable future for the company and grow into global leaders. The
talents sought by Daelim are those who can implement the “Concept of
Hansup Person”. We propose seven concepts of Hansup persons, “Look
ahead”, “Look for something new”, “Be the best in one's area”, “Be a team

player”, “Know the customers”, “Keep promises”, and “Be economical”.

Looking for
Something New

Be
Economical

DAELIM

Keep Concept of Be the Best in
Promises Hansup Persons One's Area

Be Know
a Teamplayer the Customers

Fair Recruitment Based on Talent and Competency

Recognizing human resources as a foundation for sustainable growth
and the future in the global markets, we are committed to establishing a
fair and transparent recruitment process. In 2019, we focused on targeted
recruiting to acquire global talents in major countries, along with ongo-
ing open-hiring programs (new/experienced) in the first and second half
of the year. When it comes to the selection process, we prioritize the level
of interest and enthusiasm for the job and make sure to hire the best tal-
ent for the company through document screening and personality test,
as well as specialized interviews for each job applied by the applicants.

2019 Ongoing Open Recruitment Data Unit : person

New Employees 95

Employees with
Job Experience

Total 157

Sustainability Management | Talent Management

Talent Development System and Strategy

Talent Development Programs

In 2019, under the value of “Timely HR Development”, Daelim Industrial
defined the competencies needed for the key positions (for example Site
Manager) of business at each division and developed effective training
programs. We operate the programs based on Lessons Learned” which
we have accumulated and improved on over the years. Starting in 2020,
we are organizing the “essential competencies and professional devel-
opment programs”, and implementing long-term training activities in
conjunction with online training instead of a one-time session. In addi-
tion, we are creating an environment where we use real-time video lec-
tures and online content to go beyond the conventional training forms
and allow more employees to take various training programs while
working so that they can gain and apply knowledge and information

needed for the jobs.

1) Lessons Learned : documents containing facts and improvements needed for the
job on-site

Fair Evaluation System

At Daelim Industrial, we provide employees with rewards and opportu-
nities for growth regardless of their seniority through a fair performance
evaluation system. In order to ensure fairness and reliability, we conduct
a 360-degree assessment and a calibration session to review the results
from different perspectives. We have also implemented a process where
employees can request a review of the results to increase acceptance.
Since 2020, we have introduced an ongoing feedback system so that em-
ployees can exchange their timely feedback during the work process. It
enhances the objectivity of evaluation and improves performances with
talent development.

30131
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Talent Development Programs

Key Personnel Development

We provide employees’ professional development programs for our busi-
ness operation. By identifying the competences of essential position for
our business, we offer professional development programs so they can in-
ternalize their essential competences by themselves. The programs are not
conducted in the form of a one-way lecture but aim to present the topic

and encourage discussion while sharing ideas through their introspection.

Job Training (E-learning, Third-Party Training, Internal Training)
Our job training session is designed to provide agile prevention of issues
arising while working on a project and share expertise with the next genera-
tion. When a contract manager is designated on the new project (domestic/
overseas), in particular, we implement customized contract management
training programs (the process of providing preliminary guidance on the
characteristics and risks of the site and planning to prevent risks) for each
project to find potential risk and hedge the risk while conducting project.

Global Training (English Program)

Global training is not just “to improve language skills” but rather to
strengthen the core competencies in key positions necessary for conduct-
ing business. For instance, prior to overseas project site development,
employees in key positions such as Site Manager and Project Control
Manager, responsible for project sites, are required to take the “Intensive
English Program”. Simulated training sessions are also available based on
situations that may occur at each overseas site so that they can acquire
language skills that can be applied in practice. At the same time, we sup-
port external and online training to the extent set by our policies so that
all employees can acquire language skills on their own.

Human Rights Management

Diversity based on Equal Opportunities

When it comes to compensation and promotion, Daelim Industrial
provides equal opportunities without discrimination based on gender,
age, nationality, marital status, health, or political opinions. Recognizing
diversity as a foundation for improving competitiveness and fulfilling
social responsibility, we are committed to promoting diversity in our
organization by giving equal opportunities to social minorities such as
women, foreigners, veterans, and people with disabilities. We continue
to put our efforts into identifying and developing outstanding female
workforce, and instead of hiring female employees for the sake of hiring,
we provide equal opportunities for career development based on talent
and competency regardless of gender as we assign them to key posi-
tions and appoint female executives. As a global developer, we make
sure to hire not only local talents but also overseas applicants of various
nationalities for successful business operation in various countries.

2019 Social Minorities Unit : person

I ..\ M Foreigners (0.7%) 41
Disabled (0.8%) 45

Total No. of
Employees [ Female Managers (1.5%) 91
5 946 M Veterans (2.0%) 121

3

M Elderly (60 or older) (5.6%) 332
B Female Employees (13.5%) 803
Total (100%) 5,946

Family-Friendly Programs

As a part of our work schedule management programs, we have intro-
duced a PC On-Off system. Employees work up to 52 hours per week
according to their work plan, the “2-week flexible work schedule, 3-month
flexible work schedule” programs are implemented to adapt to the
flexible work conditions at the site. We also support flexible commuting
schedules and leave system with the approval of the managers to improve
the working environment for employees. By registering employees sub-
ject to maternity policy, we provide various programs to help employees
work during their pregnancy, shorter working hours during pregnancy,
leave for medical examination, leave before and after childbirth, leave for
miscarriage, leave for childcare, shorter working hours for childcare, and
operating of the Hansup Day Care Center in the workplace. In addition,
various family-friendly events are held every year through the Hansup
Council (labor-management council). In 2019, we organized Children’s
Day Event, Run with Family! Mission Running Man Event, Healing Camp
with Children, and Camping with Parents.

Grievance-Handling Channels

We have various grievance-handling channels to prevent bullying and
resolve grievances in our workplace. There are Grievance Counseling
Office and Hansup Council Office as well as online channels. The Griev-
ance Handling Committee consists of the chairman and vice-chairman
of the Hansup Council, female committee members, and an honorary
employment equality supervisor. They investigate complaints and notify
the employee of the results within 10 days. Any matters that cannot be
settled by the committee are submitted to the meeting for resolution.

Human Rights Protection in Supply Chain

At Daelim Industrial, we identify and take necessary measures against
all potential violation of human rights in our supply chain as well as our
employees. To this end, we plan to establish a code of ethics to manage
and improve human rights and promote the ethical practice of our sub-
contractors in 2020.

Employee Benefits

We offer various benefits for our employees so they can focus on their
job and improve the quality of life, including group insurance, support
for children’s tuition, health check-ups, medical expenses, and access to
resort facilities. Since 2008, we have operated the Point Mall where em-
ployees can use their Welfare Points to make purchases.

‘ Employee Benefits

Child tuition
Money and leave for special family occasions
[eNe}
Hansup Daycare Center (in-house)
Family
Support

Congratulatory money for multi-child birth

In-house loans

%:“: Moving expenses

@ Group insurance
O

Livelihood Echo of Love Fund (employee mutual aid)

Support
Disaster relief fund

Health checkup
_@ Medical expenses
Health Support  |n_house medical service

- Welfare Points and Point Mall
} 4 Access to resort facilities (condominium)
Leisure Support

)

In-house clubs

Online education (Hansup e-Campus)

&

Language education/test support

Educational Legal education/outside education support

Support
Support for recommended certifications

Reward for long-term employment

%‘Q?& Mutual assistance for employee’s death

Cafeteria/commuter bus
Others

Special benefits for acquiring technical qualifications

Sustainability Management | Talent Management

Organizational Culture

Open Communication

We are committed to creating a communication-friendly environment through
various internal channels. In particular, we focus on increasing our communi-
cation channels to keep pace with environmental changes in and outside the
organization while promoting harmony and horizontal communication. Our
“Hansup Speech Forum” is designed to break away from wrong practices of
the company and to support direct communication with the management
while those who are unable to communicate directly can ask questions
through the Hansup Council (labor-management council) Chairpersons. The
management communicates directly with employees through “quarterly di-
alogues with the head of Division” and the Hansup Council serves the role of
facilitating communication with the management on an ongoing basis.

Communication Channels
Cont ts

Employee communication channel

« Hansup Bulletin
Board

« Hansup Talk Talk

« Hansup Clubs

Reporting workplace harassment and violation of
« Grievance working hours (to the chairman of the Hansup Council)

Handling Group | Reporting complaints from female employees (to the
Female Grievance Handling Committee)

«Hansup Council | Communication channel for Hansup Council Chairman
Q&A Group
« Hansup

Broadcasting

« Hansup Speech Policy proposals to practice improvement and
Forum development of the company

Labor-Management Relations

The Hansup Council has been organized based on the engagement and
cooperation of employees from each division to adapt to new corporate
environment and promote sustainable growth. The council visits domes-
tic and overseas work sites to collect input from employees, and through
the activities of the Central Operation Committee held on a regular and
ongoing basis, it shares ideas for sustainable growth and employee moti-
vation with management. We also engage in various activities to improve
working conditions with a focus on salary, welfare benefits, job security,
social contribution, health and safety. The chairman and vice-chairman
communicate with employees through various channels while organizing
a “conversation with the head of Division” on a monthly basis as part of ef-
forts to facilitate communication between management and employees.
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Health and Safety Management

Management Establishing a Health and Safety management system organized

Approach becomes an integral part of sustainable growth as part of corporate

responsibility and regal requirement such as the government’s

Occupational Safety and Health Act.

Principle & Daelim Industrial places Health and Safety as the top priority in

Strategy our business and focuses on implementing a Health and Safety

management system. We are committed to establishing a policy

and management system to promote health and safety culture by

conducting intelligent safety management and by operating training

programs such as safety experience school.

KEY Performance Indicators (KPIs)

SIA
A

No. of participants who completed
training in safety experience school
(Jan.15 - Dec. 20, 2019)

2,604

[zl

—c—D

D-SEP
(Daelim-Safety Enhancement

Program for partner)
Established

Health and Safety Policy

Daelim Industrial has built trust with customers through proactive
Health and Safety management activities, carrying out various EPC
projects both in and outside Korea. In order to encourage our efforts,
we have established and implemented a Health and Safety Policy.
Going forward, we will continue to improve our Health and Safety man-
agement system by announcing the policy with stakeholders, setting
goals, and monitoring progress on a regular basis for successful imple-

mentation.

Health and Safety
Policy

« We recognize that health and safety is an absolute priority
for sustainable development.

« We strictly comply with applicable health and safety laws
and regulations and settle a world best safety culture.

« We recognize risk in advance and establish safety measures
at every single stage.

+We ensure a healthy and safe workplace and maintain it all
the time.

+ We get workers involved in the health & safety activities and
encourage them to conduct safety initiatives.

» Management consistently shows commitment to health and
safety and provides resources needed.

Sustainability Management | Health and Safety Management

Health and Safety System

Daelim Industrial organized the Safety & Quality Office and Safety De-
partment for each division to implement a company-wide health and
safety activities. The Safety & Quality Office is divided into the Safety &
Health Team and the Technical Safety Team, and the safety department
has been organized under the Housing & Building Business Division, the
Civil Business Division, and the Plant Business Division. The Safety &
Health Team is in charge of establishing long-term strategies, planning
safety activities, safety training, HR management, and Health and Safety
management system while the Technical Safety Team conducts onsite
inspections and training through experts in the field of equipment, struc-
ture, foundation, and electricity. The Safety Department of each division
supports on-site safety management by operating a regional PM system,
monitoring on-site activities, instructions and inspections, depending

on the characteristics and types of work in each business division.

Management Committee

Corporate Management Division

| — Safety & Quality Office

Safety & Health Team

Technical Safety Team

Housing & Building Business Division Housing Safety Team
Civil Business Division Civil Safety Quality Team
Plant Business Division Plant Safety Quality Team
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Health and Safety Management Activities

Safety Procedures for 53 types of work

Based on the analysis of serious accidents over the past 10 years, we
have established Safety Procedures for 53 types of work. The procedures
standardize 53 types of work into six categories (work order, safety regula-
tion, checklist, key areas of management, best/worst practices, and case
study), and include videos and photos to make them more accessible and
easier to understand. They can be used by supervisors of Daelim Indus-
trial and its subcontractors for safety activities and training as they can
access directly using their mobiles. In addition, improvements have been
made on the efficiency of Safety Management by integrating the main-
tenance process through the collection and standardization of different

procedures for easy access and understanding.

1. Standard Safety Training 2. Mobile System

Daelim Industrial uses BIM for efficient safety management.
(BIM : Building Information modelling)

This is mainly used to communicate the risk of work to workers on site as
well as identify hazardous locations, establish emergency response plan
and safety work plans. This improves the understanding of the workplace
and helps to visualize the risks, enabling detailed safety management
plans. So that BIM increases the effectiveness of our employees' health

and safety activities and benefits of training.

Increasing Full Time Position of Health and Safety Manager

In order to strengthen the authority and competency of Health and Safety
Manager who play a significant role of operation of Health and Safety
management on site, we hired a large number of full-time health and
safety managers in the first half of 2018. We promoted health and safety
manager on temporary positions to full-time positions, maintaining full
time staff level above 50%, which is the highest in the industry in 2019. By
doing so, we create a strong sense of responsibility and loyalty as part of
the organization while contributing to safety awareness and implemen-
tation of management. In response to the government’s policy on direct
hiring permanent positions when it comes to management, we plan to

further raise the percentage of permanent positions for managers.

Noise Reduction

As part of our commitment to creating a safe and pleasant working en-
vironment, we have implemented a hearing protection program where
we established noise maps for all areas of operation and focused man-
agement. We expect this will help prevent occupational injuries and dis-
eases such as noise-induced hearing loss and other types of accidents.
Going forward, we will continue to make improvements to facilities that
generate noise.

L
D3
s

Noise Map

Employee Safety Training

Safety Experience School

The Safety Experience School was established to present a new par-
adigm for safety training and improve the effectiveness of health and
safety-related activities. The school consists of “19 safety experience
training” and “virtual training” using VR where participants can get
hands-on experience on risk factors by type. Starting with new employ-
ee training in January 2019, we provide safety experience training for the
executive officers and employees/supervisors of our subcontractors. As
of 2019, a total of 2,604 participants have experienced the facilities and
gained knowledge through a specialized training program. The goal is to
provide hands-on experience for the risk factors and unsafe conditions
at the site so they can understand how accidents occur, identify risks,
and establish safety measures so that we can develop response capabili-
ties in case of emergency. In addition, the school acquired 1S0 21001, the
Educational Organization Management Systems certification in 2020.
With the certification, Daelim Industrial became the first large construc-
tion company to acquire an international standard certification and im-
proved the reliability of the safety training in and outside the company.

crl; % 2,604

""" " ¥ No. of participants of Safety Experience School
[Jan. 15 - Dec. 20, 2019]

Safety Experience School

Sustainability Management | Health and Safety Management

Health and Safety Certification

Daelim Industrial was recognized for its commitment to health and safety
and acquired domestic and international health and safety certifications.
After acquiring OHSAS 18001, the international Health and Safety man-
agement system in 2009, we managed to complete the conversion pro-
cess and obtained the ISO 45001 which was established in 2018. We also
obtained KOSHA 18001, a Health and Safety management certification
given by the Korea Occupational Safety and Health Agency. Thus, we are
operating our safety management systems in accordance with interna-
tional standards and will make continuous improvements and optimize

the systems at all our work sites.

ISO 45001

r___ " Domestic & Overseas Work Sites

L o
ga KOSHA 18001

Domestic Work Sites

GHie] WBE...

=
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Emergency Response System for COVID-19

Recognizing the seriousness of COVID-19 and to minimize its impact,
Daelim Industrial has organized an H/Q control tower with dedicated
personnel. By establishing a COVID-19 prevention and response process
in case of its outbreak, we classify our actions into Plan A (response),
Plan B (dissemination to local communities), and Plan C (infection with-
in the organization) to take control measures according to the situation.
We are also monitoring our domestic and overseas projects on a daily
basis while establishing emergency response processes of COVID-19 for
employees on overseas projects as part of our prevention efforts.

| CASE  COVID-19 On-site Response Activities

Intelligent Safety Management for COVID-19

We have installed CCTVs to ensure that all personnel wear masks and check their health
in real-time. In the case of blind spots or places where it is difficult to access, we use
drones with cameras. We also use 0T systems such as beacon” and tracker” to check the
movements of workers in real-time. If the SOS button is pressed or no motion is detected,
their location is instantly sent to the safety manager through SMS. In addition, when it is
monitored that several employees are working in the same spot, we coordinate their work
process and distribute the traffic in rest facilities as part of our efforts to ensure compliance

with social distancing.
Real-time personnel location tracking

COVID-19 Local Community Support Activities

As part of our efforts to prevent the spread of COVID-19 in local communities, we engage
in quarantine activities and donate medical supplies around our sites. We conducted
quarantine activities for community halls, senior citizens’ centers, and common areas of
apartment buildings, and donated masks and hand sanitizers for local residents such as
fire departments and elementary schools. We also donated cash and necessities for the
vulnerable and underprivileged in the local community.

Donations of Money and Goods

1) Beacon : a wireless Bluetooth communication device that sends location information to a smart device (tracker) over a short distance
2) Tracker : as individually carried by personnel, it reads and transmits the current location to the central system

Health and Safety Management in Supply Chain

Subcontractor CEO Seminar and Safety Experience Training
Daelim Industrial holds a CEO seminar and safety experience training
to raise safety awareness and promote cooperation with subcontrac-
tors. The training focused on the aspects of mindset and experience
and in July 2019, five training sessions were held for 142 CEOs from our
subcontractors. It gave them a sense of responsibility and encourage
dedicated participation for health and safety activities. In May 2020, the
training was conducted for 67 subcontractors.

Reward Program Based on Safety Performance of Business
Partners

In 2019, Daelim Industrial introduced reward program based on safety
performance of business partners to promote voluntary safety activities
at 9 work sites and 16 subcontractors and provide incentives to moti-
vate subcontractors. The management including the CEO conducted
the “Safety Inspection Day” event and safety inspections to encourage
our commitment to safety and encouraged supervisors to participate in
safety activities to raise awareness. We also support subcontractor by
providing safety standards for 53 types of work, training of safety expe-
rience school and provide rewards to 16 subcontractors based on their
performance. As a result, 15 of them had no accidents in their work sites.
In 2020, we will increase the number of subcontractors joining the pro-
gram to 30 companies and provide consultation to 10 companies in order
to improve the level of their Health and Safety management system.

Sustainability Management | Health and Safety Management

Introduction of D-SEP

(Daelim-Safety Enhancement Program for partner)

We introduced D-SEP (Daelim-Safety Enhancement Program for partner),
a step-by-step health and safety enhancement program for subcon-
tractors, to overcome the limitations of safety management led by the
main contractor, and established a system to support Health and Safety
management system of subcontractor. D-SEP consists of five levels of
enhancement and supports subcontractors to improve the level of Health
and Safety management. To achieve Levels 1, 2, and 4, they are required
to conduct workshops, training, and consultation. Incentives such as safe-
ty penalty reduction are given if they reach Level 3 or above. By doing so,
we can justify their commitment to safety and help them recognize safety
as an integral part of corporate management. We also select subcontrac-
tors with excellent performance based on assessment and expect this will
help improve the level of overall safety management in our value chain.

D-SEP(Daelim-Safety Enhancement Program for partner)

........................................................ Aud it [Sta r]
3days (Lv.4 Program)

Training 4hr + Consulting
(KOSHA 18001)

Achieve Lv.4 through 3 days
or KOSHA 18001

Audit
1~3 days (~Lv.2 Program)

Lv.2 Training
6hrs. (Risk Assessment)

Rl 3hrs. (Safety Awareness,

Health and Safety Policy)

Safety Experience Training & Seminar with CEOs of subcontractors

Ceremony for Reward Program Based on Safety Performance in 2019
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Customer-oriented Management

Management Customers are the broadest aspects of stakeholders and customer-

Approach oriented management is an essential part of corporate sustainability.
Therefore, it is important for companies to adapt the customer-oriented
approach to their business operation and deliver the best quality and

services based on trust.

Principle & Daelim Industrial is committed to building a customer-focused
Strategy quality management system and maximize their values in response
to their demands. To improve the quality of finished products, we

carry out preventive quality management in each process.

KEY Performance Indicators (KPIs)

No. of remaining AS cases
at the time of move-in

1 O case/household

*Defect dispute review system by the Ministry of Land, Infrastructure and Transport

determining defects by the parties at a dispute mediation committee meeting in the case of defects, questions, or disputes in relation to each structural unit of a building or by various facilities.

=
apa

Minimum no. of defect
inspection/dispute cases

1st

Building Customer-oriented Quality Management
System

Daelim Industrial focuses on proactive quality management to improve
the quality of the finished products while working on the prevention of
quality issues. In order to achieve “3 Zero” in terms of inspection omis-
sions, design errors, and material defects through integrated quality
management processes of all organizations, including subcontractors,
from customers’ perspectives, we establish and implement measures to

strengthen quality management.

Building a customer-oriented quality management system

Inspection omissions

Design errors Material defects

Zero omissions « Establishment of ITP for each type of work and
in inspection due to compliance with plans
self-process quality « Completion of self-process between previous and
completion following work process
Removal of « Establishment and implementation of D-day for
all design errors preliminary review for all types of work in each
before starting work stage of preparation prior to commencement

Zero defective material
by conducting + Determination of material inspection class
quality inspection » Management and record management by class
by material class

Sustainability Management | Customer-oriented Management

Building On-site Support System by Process

Daelim Industrial supports initial set-up for new work sites to establish
customized quality control plans based on the Construction Technology
Promotion Act and related laws. For sites under construction, we carry
out quality inspections on implementations and issues and provide ad-
ditional on-site training for those with poor quality performance. In ad-
dition, we distribute quality management and test manuals to support

more consistent quality control and assurance across all work sites.

New on-site setup support

+ Quality work set-up (documents, systems, etc.)
+ Quality KOM (visit training)

< >

Quality analysis and operation support during construction

+ Quality control plan conformity check
— A « Analysis for prevention of penalty

« Review of construction standards implementation

‘(

Publication of quality management manuals

« Distribution of training materials for foreign workers
i ﬂ\ « Publication of quality test manual

« Distribution of standardized quality management forms
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Strengthening Quality Assurance Procedures for Prevention of
Defective Materials

In response to growing social and legal requirements on the use of
non-conforming materials, Daelim Industrial established quality man-
agement standards on carry-in and finishing materials in addition to
base materials with the goal of achieving zero defective materials. We
also clarify and implement the division of work at each stage, from
supply and demand planning to storage management in order to imple-

ment the established standards more effectively.

‘ Establishing Material Quality Management Process and R&R

o . . . - Rati i
Material inspection rating (quality) ( :/tér/]gby evaluation score
Planning material requirements (construction) [l zliinit :\})e/ r:fg:/' rr‘rsm?::gtecgee(r:ﬁ
. . . - verification of manufacturer
Approving the use of materials (quality) conformity
. . . - verification of production
Factory inspection (quality) facilities/equippment

VEIERN AN SV Gl - management by material
(construction, quality) inspection rating

- establishment and inspection of

Material storage check (construction .
' 8 ( uction) storage methods for each item

Family Visit Event (Resident Preliminary Inspection) at Yongin Hansup City

Quality Inspection

From preparation to completion, Daelim Industrial conducts an exten-
sive quality inspection at each stage and monitors the progress on-site
through personnelin charge.

® Self-Quality Inspection (D-70 days prior to moving in)

The pre-inspection is conducted from the user’s perspectives
through a group of homemakers so that repairs can be made
prior to the pre-inspection of tenants.

i Move-in Fair (D-35)

The site managers and teams from head office share the
results of quality inspections and seek ways to deliver better
products to customers.

B Pre-inspection by Tenants (D-30)
Through pre-inspections, tenants inspect their flats on-site

and request repairs before move-in.

Dol Ao WUE YAFHL.

esaa B

oAl AR HUE YAAFML, s
0 =am
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User Screen on Mobile Defect Management Service

Mobile Defect Management Service

Since 2018, we have developed and provided a mobile defect man-
agement service that allows customers to request repairs and monitor
progress using their smartphones for the first time in the industry. The
service was received with a high level of satisfaction as it makes it easy

to request repairs without having to visit or contact the CS center.

CS Service

Daelim Industry offers “LOHAS Service” to improve customer satisfac-
tion. “LOHAS Service” is designed to operate fitness/GX/golf driving
range for 6 months after moving in. This is part of our community sup-
portin response to a growing demand for leisure activities.

CS Training

By providing training with professional CS instructors for employees
and subcontractors, we improve the level of customer satisfaction and
service quality. Through workshops and campaigns (emotional labor

management, kind words, appreciation diary) in particular, we promote

growth and enhancement of internal customer satisfaction.

1. LOHAS Service Photo and Poster 2. CS Training

Sustainability Management | Customer-oriented Management

Customer Communication

We listen to customers’ opinion and feedback through various channels
including Customer Contact Center (CCC) and Voice of Customers (VOC)
in order to resolve their complaints. Customer enquiries are forwarded
to the relevant departments and sites for direct response so that we can
experience and reflect their project sites.

Personal Data Protection

We apply strict security standards to protect customers’ personal infor-
mation and prevent any breaches or violations through on-site inspec-
tion. In addition, employees who have access to personal information
are required to complete the training every year as part of our efforts to

raise awareness of privacy.

Customer Satisfaction Survey

At the point of contact with customers such as pre-inspection and CS ser-
vice, we conduct surveys to identify the level of satisfaction and areas of
improvement. For customer satisfaction surveys, we use Happy Call text
messages, and work sites with excellent performance are rewarded while
those with a lower rating are subject to training for improvement.

OrangeService R 21 BAE
2SEA AH|A

]

b

29

o
emBtAEIol KhstEl
AT MBIAL

e 080-783-8000

Excellent CS Agent Award
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R&D

R&D for Polymer Materials

Polyethylene is a material widely used in industrial sites and everyday life such
as films, large containers, and pipes, and accounts for the largest proportion
of production in the petrochemical industry. It is manufactured using a metal-
locene catalyst and can be adjusted to its molecular structure according to
its function and properties, so it is possible to manufacture material for the
desired application. Based on more than 25 years of R&D on metallocene cata-
lysts and experience we gained over the years through polyethylene commer-
cial production, we develop and supply the most suitable type of polyethylene
for both industrial and everyday applications. Recently, we have successfully
commercialized the next-generation metallocene polyethylene with improved
quality and processability and launched promotion and marketing activities.

R&D for Liquid Materials

Polybutene is used as an eco-friendly material that reduces the emissions
of environmental pollutants as it is used for lubricant additives and fuel
detergent. We successfully developed and commercialized this material
and currently, only three companies in the world have the technology
for the production of highly reactive polybutene (HRPB). Our production
technology is the only one that enables conventional polybutene and
HRPB in a single production facility based on which we sold the technolo-
gy to Lubrizol, a global major lubricant additive manufacturer.

Development of New Materials

In order to create a new growth engine for the future and drive sustainable
growth, we have been developing new materials in the specialty sector
including adhesives, lubricant materials, and high value-added synthetic
rubber. The recently acquired Cariflex” anionic polymerization reaction
and latex technology in particular serves as a great foundation for the de-
velopment of new customer-specific high value-added materials. Mean-
while, we are making inroads into new markets while strengthening the
competitiveness of existing business models based on customized mix
technology and expertise we gained to meet the needs of our customers.

1) Cariflex : A company that produces isoprene rubber and isoprene latex

Research on Catalyst/Process/Mix

In addition to our metallocene catalyst technology, cationic polymeriza-
tion technology, and liquid reaction process technology, our R&D center
secured the anionic polymerization technology and latex technology
through the acquisition of Cariflex. These technologies can be selective-
ly used or combined for the development of specific materials. In order
to further refine the development of new materials, we will continue to
work on the catalyst/process/mix.

R&D Case Study

Development of BOCD" Polyethylene

Although the existing metallocene catalyst-based polyethylene has very
high mechanical properties, it has limitations in terms of process ability,
whereas Ziegler-Natta catalyst-based polyethylene has better process
ability despite its limitations in physical properties. Daelim Industrial
developed BOCD polyethylene, which has the advantages of these two
areas, for the first time in Korea, and successfully commercialized it in
2019. In particular, by raising the level of physical properties of existing
metallocene products even more and creating the same level of proper-
ties, we can significantly reduce plastic consumption and make a contri-
bution to our environment.

1) BOCD : Broad Orthogonal Composition Distribution

Lubricant for Viscosity Control

Daelim Industrial has successfully developed and commercialized a new
type of lubricant by combining metallocene catalyst technology and
liquid processing technology. It is synthetic oil that has a longer lifecycle
and can be used as automobile gear oil, industrial lubricants, and viscos-

ity modifier thanks to its superior stability compared to other materials.

Sustainability Management | Customer-oriented Management

Commitment to Competitive Advantages

Competency and Talent Development

Our competency development program is designed to improve our
competitive advantages in technology. Individual research staff set and
execute their own personalized development plans while focusing on
the areas of improvement needed for their job. We also encourage group
activities where staff from different areas can debate and learn to solve

problems.

External Research Activities

Daelim Industrial is committed to enhancing its technological competi-
tiveness through various types of programs that utilize external research
capabilities as well as internal expertise development activities. The
examples include consultation with domestic and foreign industry-aca-
demia-research experts, and national projects, commissions, and joint
research projects.

1. Metallocene polyethylene sample 2. Liquid polybutene

3. Metallocene Lab 4. Polybutene Storage Tanks at the Yeosu Production Facilities

5.BOCD Polyethylene Resin 6. Synthetic Oil

7. Researchers at the Daelim Industrial R&D Center
8. Aview of the Daelim Industrial Daedeok R&D Center
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Shared Growth Management

Management In today’s increasingly competitive global market, there is a growing
Approach awareness that subcontractors’ competitiveness serves as a
foundation for growth. As a result, cooperation for mutual growth
has become an important aspect of corporate management.
Principle & Based on our philosophy that Daelim’s key competitiveness is
Strategy driven from partner subcontractor’s prosperity, we operate the top-

level support program in the industry to strengthen the partner

subcontractor’s competitiveness and performance from the long-

term perspective.

KEY Performance Indicators (KPIs)

Win-Win . Support for Introduced

Cooperation Fund  9,q4/3rd-Tier : the “contract
Raised KRW Subcontractors first/guarantee
1000iion | introduced later” program

(direct financing KRW i Nomubi.comand

50B/win-win fund ¢ full subsidization for :
KRW 50B) ©  transfer fees

=

Performance
Guarantee Rate

50% discount
and issue fees

(For Best Partners)

1L

Welfare
Benefits
Support

Welfare Points for
Donbanmall

Mutual Growth Strategy

Based on our philosophy that Daelim’s key competitiveness is driven
from partner subcontractor’s prosperity, we operate the top-level sup-
port program in the industry to strengthen the partner subcontractor’s
competitiveness and performance from the long-term perspective. With
the goal of promoting fair practice, mutual growth, and win-win cooper-

ation, we focus on four areas : Setting Fair Trade Environment, Financial

« Compliance with the four major
guidelines of the Korea Fair Trade
Commission

« Complete application of the standard
subcontract contracts

« Enhancement of the contract
performance guarantee system

» Strengthen of Low Price Bid
deliberation system to prevent
partner subcontractors’ bankruptcy
and poor performance

« Exercise financial consulting for
partner subcontractors

+ Support education/training of
partner subcontractors’ employees

«Increased contribution to the Shared
Growth Fund

management
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Support, Management Activity Support, and Technology Development
Support. In recognition of these efforts, we received a commendation
from the Minister of SMEs and Startups at the “2018 Construction Coop-
eration Promotion Award” and from the Minister of Land, Infrastructure,
and Transport at the “2019 Asia Construction Comprehensive Award”

« Raised KRW 100 billion for financial
support

« Top-level payment conditions in the
construction industry

+ Adoption of the win-win payment
system in all construction sites for the
first time in the industry

+ Joint R&D, Support R&D cost,
awarding of licenses

+ Adoption of procurement-linked
technology development
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Selection and Evaluation of Subcontractors

Selection and Operation of Subcontractors

We are committed to securing excellent subcontractors, creating a solid
business foundation for mutual growth, and supporting operation and
selection of subcontractors with a focus on cost reduction, thorough
safety/environment, and quality management.

Registration
Subcontractors that are qualified in terms of credit rating and licenses are

registered to our system. Unlike other construction companies with the
annual registration process, we use an ongoing open subcontractor regis-
tration system to make it easier for subcontractors to register for selection.

Evaluation

We carry out quarterly subcontractor evaluations in the areas of work perfor-
mance management, process management, cost management, cooperation/
communication, environmental management, safety management, and
quality management. When it comes to civil engineering and construction
materials, a comprehensive evaluation is conducted on five items, including
management stability (credit rating), delivery time, quality, safety, and environ-
ment, at least once a year*, and for technology materials, managers in charge
of engineering, procurement, and construction are evaluated for each project.

*Annual : depends on the scale of orders placed

Restriction

In the case of downgraded credit rating and poor evaluation results, our
team reviews the results and applies restrictions on tender participation
if there is any problem with the company.

Improvement Measures

In order to improve companies with poor evaluation results, we provide
employee training and financial consultation support for better credit

rating management.

| CASE  Hansup Partners’ Day 2020

In November 2019, in celebration of the 80th anniversary of Daelim Industrial, we held the Hansup
Partners’ Day attended by our CEO and employees, and those of our subcontractors to create an
opportunity to share and communicate the results of the efforts we made to support mutual growth
and win-win cooperation. As part of our commitment to welfare benefits, all subcontractors invited
to the event were given KRW 1 million Welfare Points that they can spend on the Dongban Mall, and
awards were presented to 19 subcontractors selected as the Best Partners. As an incentive, they will
get a 50% discount on performance guarantee rates. In addition, a preliminary survey was conducted
to collect input and ideas from subcontractors, which were shared on the day of the event.

Improving Sustainability in Supply Chain

Daelim Industrial is committed to promoting responsible and sustain-
able practices to improve sustainability in its supply chain. In order to
enhance the overall competitiveness of our supply chain and minimize
risks, we include requirements for safety, health, and environment in the
contract and encourage their participation.

Safety Management

By introducing D-SEP to strengthen the safety management of our
subcontractors, we will classify them into five tiers according to their
safety performance and conduct training and evaluation to strengthen
their safety management. In 2019, we introduced Performance Sharing
Program to promote voluntary safety activities, raise awareness, and en-
courage them to prevent accidents, and provide incentives based on the
evaluation. In 2020, we plan to offer support for those with a high level
of accidents and those recommended by the business division through
health and safety consultation from third-party firms. We expect this will
improve their level of health and safety, and ultimately prevent industri-
al disasters and financial loss.

Environmental Management

When evaluating subcontractors, the bottom 10% ranked based on the
evaluation results, including the environment as an area of evaluation
(5%), are reconsidered for their eligibility. Every year, environment train-
ing is provided to all site supervisors of subcontractors while planning to
help one subcontractor selected for the best performance to acquire the
ISO 14001 certification.

Ethical Management

In 2020, we plan to establish a code of ethics to support the subcontrac-
tors’ commitment towards human rights and ethical practice. We are
also looking into due diligence on some subcontractors on a regular

basis.

Hansup Partners’ Day

Mutual Growth Program
Technology Support

Joint R&D Performance Sharing Program

In order to help improve the quality and drive technical innovation, our
R&D Center leads the joint R&D projects and provides financial support.

Technology Development with Purchase Support

If a new technology is developed jointly with a subcontractor with tech-
nical expertise as part of procurement-linked technology development,
the subcontractor can build a foundation for growth while we secure
competitive advantages through a virtuous cycle. As a result of this
effort, we applied for a joint patent with Dongseo PCC Co., Ltd., for the
‘Drying method of underground parking lots for apartment buildings’.

Support for Technical Information Escrow

In order to help protect confidential business data and intellectual prop-
erty rights of our subcontractors, we support the technical information
escrow system of Korea Foundation for Cooperation of Large & Small

Business, Rural Affairs.

Contract Signing for Procurement-Linked Technology Development

Sustainability Management | Shared Growth Management

Financial Support

Improving Payment Conditions for Subcontractors

Since October 2017, we have offered industry-leading payment con-
ditions for subcontractors as we make payment on the 10th of every
month. We also maintain 100% cash and cash equivalents (B2B+") pay-
ment and 98.6% in cash payment for outsourcing in 2019, which is the

highest level in the industry.

1) B2B+: secured loan of credit sales without recourse

Direct Fund Loans for Mutual Growth

In order to relieve the financial pressure of our subcontractors, we sig-
nificantly increased the volume of direct fund loans to KRW 50 billion in
2018 as part of our efforts to improve their liquidity.

Win-Win Cooperation Loan for Subcontractors

We operate a win-win fund to support subcontractors with financial
constraints. The win-win fund is a system that provides a certain portion
of the interest accrued from the bank deposits of large corporations as a
loan interest for subcontractors. We increased the fund to KRW 50 billion
in cash to offer a 1.3% point on the loan interest rate.

Payment System and Zero Fees

We monitor payments made to our 1st-tier (Primary) subcontractors to
ensure that 2nd- and 3rd-tier (Secondary) subcontractors are paid. In
2014, we introduced the payment system, “nomubi.com” for all working
sites, and in January 2018, we became the first construction company to
offer zero transfer fees to encourage the use of the payment system.
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Management Support

Low Price Bid Deliberation Committee

In order to prevent excessive competition between subcontractors which
can result in bankruptcy and insolvency, the Low Price Bid Deliberation
Committee has been organized. To focus on quality and performance
overpricing, we increased the amount for review from 82% to 86% of the

existing budget.

Support for Subcontractor Settlement Appraisal Fees

Daelim Industrial has introduced a swift consultation procedure through
publicly trusted external appraisals to improve negotiations with sub-
contractors. By doing so, we will support the financial stability of our
subcontractors, and provide full appraisal fees for small and medi-

um-sized companies.

Contribution to the Win-Win Cooperation Fund

As part of our efforts to support management, research, talent develop-
ment, and productivity of small- and medium-sized subcontractors since
2013, we have been contributing to Korea Foundation for Cooperation
of Large & Small Business, Rural Affairs the win-win cooperation fund for
small-, medium- and large-sized companies, to implement various poli-
cies for mutual growth. In 2018, we significantly increased the amount of
our contribution to strengthen win-win cooperation in our supply chain.

Financial Consulting for Subcontractors

In order to ensure financial stability and prevent issues, we analyzed the
financial condition of our subcontractors and identify risks in advance.
We also provide varied support, including annual financial consulting

through credit rating agencies to improve their financial position.

Employee Training Support for Subcontractors

We provide support through employee training on management inno-
vation, cost reduction, labor, quality, and safety for our subcontractors
to help them develop talents and stay competitive. With the goal of im-
proving the business operation of subcontractors and contract manage-
ment, we will focus on cooperation with academic institutes rather than

one-time training.

Dongban Mall and Welfare Points

For the first time in the industry, we introduced the Dongban Mall oper-
ated by the Small and Medium Business Distribution Center under the
Ministry of SMEs and Startups to promote market development and pro-
vide welfare points for the mall to support our subcontractors as part of
our contribution to mutual growth.

Subcontractor Training

Communication with Subcontractors

Regular Invitational Events

Since 2019, we have held invitational events for subcontractors through
policy briefing sessions and the biannual Hansup Partners’ Day while im-
proving our policies to meet their needs through open communication.

Direct Communication Channel

Through a direct communication channel, we collect the input from all
our subcontractors on a quarterly basis. This also serves as a window to

resolve disputes over transactions.

Cyber Whistleblowing Center

We created an online channel on our website to collect and reflect com-
plaints of unethical requests or practices, suggestions for improvement,
and grievances from subcontractors in the event of a transaction or con-

tact with our company.

Shoulder-to-Shoulder

Through our subcontractor portal, “Shoulder-to-Shoulder”, we collect
suggestions and complaints from our subcontractors on an on-going

basis.

Win-Win Council

By organizing the Win-Win Council Meeting on a regular basis, which is
a communication channel for our subcontractors, we share complaints
and ideas for improvement while forming a consensus for mutual

growth to minimize disputes associated with subcontract works.

Visits to Subcontractors

In order to build trust and teamwork, we conduct interviews with our
subcontractors on an on-going basis while building a partnership for

mutual growth through regular communication channels.

Sustainability Management | Shared Growth Management

Setting Fair Trade Environment

Standard Subcontract Agreement

In order to strengthen the partnerships with our subcontractors and
promote fair practice, we introduced a standard subcontract agreement
form to lay the foundation for win-win cooperation. The content in-
cludes prohibition of unfair or fake contracts, guidelines against retalia-
tion, and obligations for confidentiality.

Performance Guarantee System

We changed the method of accepting a contract performance guaran-
tee to ensure a sufficient period of guarantee issue and fulfill the obli-
gations of written issuance. We also implemented a system to reduce
the contract performance guarantee rate to 5% for subcontractors that
meet certain standards, and for small and medium-sized businesses,
we provide additional benefits for guarantee fees and limits in order to
reduce financial pressure and secure additional guarantees and sales
capabilities.
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Environmental Management

Management With growing global interest and commitment in response to global

Approach warming under the Paris Agreement, the Korean government set a
target of 37% reduction to the BAU(Business As Usual) by 2030 and is
implementing various policies to achieve this target.

Principle & In response to these domestic and overseas trends, Daelim Industrial

Strategy is establishing and implementing response strategies by analyzing

the impact of GHG emissions in advance. GHG emissions and energy
consumption at our work sites are monitored and analyzed in real-
time to support our reduction activities and join our efforts for
international initiatives including TCFD (Taskforce on Climate-related

Financial Disclosures) and CDP (Carbon Disclosure Project).

KEY Performance Indicators (KPIs)

o ==
3 | ~

TITT]ESS o

GHG Emissions Recycling of
Reduction Compared to Construction Wastes

the Base Year 9 5 %

47

Industrial Water

Recycling

20%

Environmental Management Strategy and System

Recognizing the seriousness of environmental issues including global
warming, fine dust, water shortage and depletion of resources, and
marine and soil pollution, and their impact on our sustainability, we
have continuously driven innovation in all areas of our operation such
as design, R&D, construction, and purchase since 2017 in order to fulfill
our corporate social responsibility, and achieve our targets. Focusing
on our response to climate change and maximizing the eco-friendly

performance of all our products and services, we are committed to
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reducing GHG emissions through intensity management by process type
while saving resources through smart construction and design, and pro-
duction using eco-friendly technologies. Going forward, we will continue
to develop Green Biz models, secure Green Tech, strengthen the envi-
ronmental protection in our supply chain, and increase the ratio of green
products to support sustainable and smart construction by promoting

green living space.

Vision e Sustainable Green Construction
Strategic = Create a green living environment
Direction
« Strengthening GHG emissions reduction « Supporting Green Smart Construction . Implementlng programs to st'rengthen
. through BIM, loT, and Al environmental management in supply
ACLIONS  orvvvveeveeeeeeeeeneens of the company and subcontractors hai
) ) « Exploring the Green Biz models e.g. chain
+ Promoting the Green Habit .
‘ ‘ ‘ renewable energy ‘ ‘ « Securing key Green Tech ‘
GOals Reduction of Increasing in recycling rate of wastes Growth in green product purchase

GHG emissions intensity

and effluent for saving resources

Environmental Management Performance and Goals

Reduction of
GHG emissions
basic unit

Increase in
Waste Recycling
Rate

Increase in
Water Recyling
Rate

Increase in
Green Product
Purchase Rate

« Establish a process of analyzing GHG
types of construction with high GHG emissions/
facilities basic unit

« Strengthen Green Habit activities for energy
saving

+ Develop renewable energy projects

+ Operate a waste discharge management system
in connection with the Allbaro system

+ Optimize design using BIM"
(Building Information Modeling)

+ Minimize construction error through Machine
Control

+ Operate a water management system

+ Reflect the reuse of rainwater/groundwater in
design

+ Promote best practices for water recycling

« Establish an eco-friendly product management
system

- Increase green MRO? products e.g,, saving
plastic packaging materials

+ Promote Zero Energy building design

+ Reduce GHG emissions
by 30% compared to the
base year

+ Reduced GHG emissions by 41%
compared to the base year

+ Achieve over 95% of +1.078 million tons of construction
the construction waste waste generated
recycling rate (construction  « Achieved 95% of construction waste
waste recycling ratein 2018 recycling rate (1% increase from the
:94%) previous year)

+ Achieve 20% water recycling « Water consumption : 1.234 million tons
rate « Achieved 249,592 tons of recycling

+ Achieve water consumption  and 20% recycling rate
intensity of 32 tons/KRW « Water consumption basic unit : 30.9

100 million tons/KRW 100 million

+ Achieve 12.5% of green « Green product purchase amount :
product purchases KRW 120.7 billion
compared to purchases + Purchase rate of green products
of raw and subsidiary compared to purchases of raw and
materials (green product subsidiary materials : 12.3% (2.5%
purchases in 2018 : 12%) increase from the previous year)

1) BIM(Building Information Modeling) : Digital technology that contains 3D images of buildings 