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Message from the CEO

SK innovation will continue to enact diverse efforts for
sustainability management to become a better and stronger company.
We appreciate your continued support and encouragement.

Dear Valued Stakeholders,

I would like to begin this letter by expressing my deepest gratitude for your unwavering support for SK innovation.

In 2017, SK innovation managed to strengthen its core competitiveness in the business, thinking outside of the box to realize steady improvements.
As a result, we achieved the best business performance in our history. We were also incorporated in the Dow Jones Sustainability Indices (DJSI), the
highest authority in assessing sustainability management, thanks to our concerted efforts to create social value.

With the hope that these accomplishments will serve as a stepping stone to produce greater economic and social value in the future, we have outlined our
achievements in the past year and clarified our commitment and future plans for sustainability management in this report.

Implementing Deep Change 2.0 and Producing Results

In order to demonstrate high performance amid intensifying competition in a rapidly changing market, it is necessary to shift from a Red Ocean to a Blue
Ocean Strategy. This strategy requires us to change the way we look at the markets and try to create new ones. SK innovation will build partnerships
with global companies and actively explore future growth engines to lay the foundation for sustainable growth. Based on this, we will take the leap
forward to lead the energy and petrochemical industry.

Innovating Business Models by Expanding Shared Infrastructure

SK innovation actively shares our capabilities and assets both internally and externally to enhance all stakeholders’ happiness. Sharing assets began at
SK energy’s gas stations in Korea, and will be extended to all of our global workplaces in the future. We will continue to innovate our business models and
the way we work through building a shared infrastructure, thereby delivering outstanding performance.

Pursuing Stakeholders’ Happiness by Creating Social Value

SK innovation believes that creating social value for stakeholders is one of the most important objectives of business management. Thus, we have
made concerted efforts to enhance the sustainability of society as a whole, going beyond profit generation. These efforts have resulted in several
positive outcomes, such as the successful operation of the Happiness Sharing Program to Promote Mutual Growth with 1% and the ‘Discovery of Star
Social Enterprises’

In addition, we advocate the Ten Principles of the UN Global Compact and other global initiatives on corporate sustainability. We will continue to
incorporate these principles into our business strategies as we lead the industry, setting the stage for happiness and prosperity in local communities
and society.

SKinnovation is highly committed to fulfilling its responsibility in regard to sustainability management, thereby becoming a better and stronger company.
. Once again, we ask for your enduring support and encouragement for SK innovation.

° Thank you.

SK innovation CEO & President Kim Jun

Message from

the CEO . Hine Feod
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Leading

Energy & Petrochemical

Industry

Beyond Korea, further to the World

SKinnovation is extending beyond Korea into the world
as a leading global energy and petrochemical company,
jointly with SK energy, Korea’s No. 1 refining company,

SK global chemical, the leader in the domestic petrochemical industry,
SK lubricants, a global lubricants company,
SKincheon petrochem, a refining and chemical company,
and SK trading international, a trader of crude oils and petrochemicals.

ST
S mﬂl
m ’

1962

Korea National
Oil Corporation
is established.

1980

Sunkyoung
Group acquires
Korea National
Oil Corporation.

1997

Changed the
Company name
and Cl to

SK Corporation
Co., Ltd.

2007

The Company
is transformed
into a holding
company.
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2009

SK lubricants
spin-off.

2011

Launched
SKinnovation’s
governance and
spin-off of

SK energy and

SK global chemical.

2013

SKincheon
petrochem
and SK trading
international
spin-off.

SK global
chemical
Businesses Petrochemical
products

Represen- CEO & President
tative Kim Hyung Kun
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SK
energy

Businesses Petroleum
products

Represen- CEO & President
tative Cho Kyong Mok

lubricants

Businesses Lubricant and

lube-based oil

Represen- CEO & President

tative

Jee Dong Seob
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e SK innovation

As an operating holding company, SK innovation has five subsidiaries

including SK energy, SK global chemical, SK lubricants, SKincheon

petrochem, and SK trading international, and operates E&P, battery, and

materials businesses.

Based on the expansion of the Electronic Vehicle market, SK innovation is
establishing battery production facilities in Hungary to expand its presence

in the global market, while also increasing the number of production

facilities with superior technology in materials business in order to lead

O

A%ff

the global membrane market. By focusing our resources on the development

of new growth engines for the future, SK innovation will accelerate the

implementation of Deep Change 2.0 and become a Top Tier Energy and

Petrochemical Company recognized around the world.

E&P (Exploration and Production) Business

E&P business is a series of business activities that involve searching for underground crude oil and natural gas and developing these resources for
commercialization. As of December 2017, SK innovation operates 13 production blocks and 4 LNG projects in 9 countries and produces a daily average
of 55,000 BOE” worldwide, including in Peru and Vietnam, and has a total of 530? million BOE of confirmed reserves (1P).

Business Overview

Production Blocks

Country Project Name Participating Since
8

o 88(Cam|sea) ..................................................

....................................... g ————
Vietnam 151

SK Plymouth' )

USA
Libya NC-174 2000

Exploration Blocks

Country Project Name Participating Since
04/20
China
17/08 2017
Vietnam
Australia

LNG Projects

Country Project Name Participating Since
Peru Peru LNG 2003
Yemeﬂ Yemen LNG ........................................ 1997
Oman Oman LNG ........................................ 1996
Gatar e o

Note 1) BOE: Barrel of Oil Equivalent
Note 2) As of early 2017
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Major Business Activities

Peru — After the first production from Block 8 in 1996, Block 88 and
56 started production in 2004 and 2008 respectively. With completion
of LNG plant in 2010, SK innovation successfully completed vertical
integration of the upstream value chain in Peru. Currently, Peru is the
largest source of production volume and revenue for our E&P business.

Vietnam — After acquiring exploration rights for Block 15-1 in 1998,
exploration was undertaken and production started in 2003. In Sep-
tember 2014, the company successfully developed its fourth oil field,
“Su Tu Nau”, and is currently developing “Su Tu Trang” while expand-
ing its production volume in existing oil fields.

U.S.A. — SK innovation began making inroads into the US unconven-
tional oil and gas market by acquiring production assets in Oklahoma
and Texas in 2014. The company is strengthening its foundation for
growth and expanding its business based on its technical expertise
and know-how.

China — In 2015, SK innovation became the first Korean company
to conduct oil exploration with operatorship in the South China Sea
(Block 04/20, 17/03). After a series of successful preliminary feasibility
studies with China National Offshore Oil Corporation (CNOOC), the
company acquired additional exploration right for Block 17/08.

Overview - Business Review - Sustainability Material Issues - Sustainability Performance Review - Appendix

SKinnovation & Subsidiaries

— Oil Discovery in the South China Sea

SK innovation had made its first oil discovery as an operator in Block
17/03 in the South China Sea. In December 2017, SK innovation drilled
its first exploration well into 2,014m depth and found 34.8m net oil
pay. The oil production of the well was tested up to 3,750 barrels per
day. SK innovation plans to drill follow-on appraisal wells to assess
reserves and commerciality of the project. Once the commerciality
of the project is secured, SK innovation will use it as a platform for
growth into other areas in the South China Sea.

— Battery and Materials Businesses

United States.

Business Overview

Map of south china sea block

Due to the growth of the EV and ESS markets, there is also increasing competition in the mid- and large-size battery market. SK innovation’s battery
business is focused on increasing business value by continuously developing technology and achieving cost competitiveness, while expanding pro-
duction facilities in the Seosan plant to meet the growing demands of the market. In 2017, the company decided to construct a factory in Hungary
and is making progress in entering the European market. We are continuing to make marketing plans to enter new markets such as China and the

Since being the first company in the world to complete the sequential stretching process for separators in 2007, SK innovation’s LiBS Division has
been leading the global separator market with superior technology and quality.

————— Battery |

[ Major Products :’7 —

. LiBS | CFCCL

Major Business Activities

— Battery Division

The Battery Division develops, produces, and sells a cell- module - sys-
tem for mid- and large-size batteries, which is used in electric vehicles
and ESS (Energy Storage System)”. Based on our proprietary high-en-
ergy density and high-power technology, SK innovation supplies bat-
teries to Hyundai and Kia Motors and Daimler AG. We also have a joint
venture partnership with BAIC (Beijing Automotive Industry Holding
Co., Ltd.), China’s leading electric vehicle company.

By the first quarter of 2018, the company plans to install a new 2.8GWh
production line to expand capacity to 3.9GWh (equivalent to batteries
for approximately 140,000 EVs). From the production lines that are
expected to be completed, the company plans to produce EV batter-
ies for Kia Motors’ Niro EV and Soul EV, and for leading auto firms in
the domestic and overseas markets we have recently entered into a
supply agreement. Additionally, we plan to build a 7.5GWh-capacity
factor in Hungary, which is expected to start commercial production
in early 2020.

Note 1) An energy storage system (ESS) temporarily stores mass produced electricity
to be used later when needed.
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— Materials Division

The LiBS Division has been leading the global separator market with
superior technology, boasting such achievements as the development
of the world’s first 5um-thin film and commercialization of the world’s
first ceramic coating separators (CCS). As of February 2018, the division
owns eleven production lines. The company plans to start construc-
tion by expanding two additional lines, targeting completion by the
end of 2019, to increase production capacity to over 500 million m?/
year. To solidify its market leadership, the company also added a third
and fourth coating lines for CCS, which provide higher performance
than traditional lithium-ion battery separators (LiBS).

Moreover, the FCCL Division has developed and built a mass-production
facility using our proprietary continuous curing technology to obtain a
quality and cost advantage and is leading the growth of the business to
expand supply to global institutions and diversify our client base.
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The oil refining business is currently enjoying sound refining margins due to increasing
demand for major petroleum products, but the business environment is expected to be
more competitive due to uncertain oil price fluctuation and plans for building new or
additional refining facilities in regions. Against this backdrop, SK energy is concentrating

on securing sustainable and differentiated competitiveness by innovating our business model.

To stay ahead of the changing market conditions, SK energy has engaged in various
endeavors, including acquiring the gas wholesale business from SK networks and stream-
lining the production and sales strategies; simplifying the distribution structure to max-
imize business efficiency; and establishing the Vaccum Residue Desulfurization (VRDS)
facility. In addition, the company is pursuing environmental values by reducing sources of
pollution. Going forward, SK energy will continue to innovate to become more competitive,
establish shared infrastructure, create social value, and achieve global growth, to become
the Top Tier Energy Company in the Asia Pacific region.

Business Overview

A

AN
AN
AR
AV
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Petroleum Business LPG Business Special Products Business

A=

LPG

As Korea’s No. 1 oil refinery, SK energy supplies
petroleum products in Korea and overseas
through its world-class Ulsan Complex. More-
over, the company has strengthened the speed
and flexibility of the value chain in order to
take preemptive action against uncertainties in
the business environment. In addition, we sell
petroleum products through our gas stations
to individual and corporate customers in
Korea, and in November 2017, SK energy
acquired SK networks’ petroleum wholesale
business and solidified the company’s leading
position in the domestic market. Moreover,
the company provides corporate cargo drivers
with SK’'s comprehensive solution Netruck as a
unique customer service.

l

In the LPG business, SK energy boosts cus-
tomer loyalty by introducing a differentiated
retail customer care program with the aim of
reinforcing long-term competitiveness and
securing a stable business foundation. In
addition, customer relationship management
(CRM) programs have been introduced at LPG
refilling stations to boost network competitive-
ness and brand value. SK energy is committed
to reinforcing marketing capabilities to ensure
sustainable growth and increase profitability in
the future.

SK energy has a leading competitive edge
in the asphalt market, based on its excellent
products and services, including SBS Polymer
Modified Asphalt (SBS PMA), a product that
the company independently developed,
commercialized, and patented a first for a
refiner in Korea. SK energy is strengthening
its position as the asphalt market leader
in the region. In 2017 SK energy produced
and distributed 2.52 million tons of asphalt,
including 1.87 million tons for export and
650,000 tons for the domestic market
strengthening its position as the asphalt
market leader in the region.

l

i Fuel | | Gas | } Special Products }7
Gasoline (regular- premium) Superphalt
Diesel LPG Regular Asphalt
Kerosene- Jet Fuel Sulfur-Slurry Oil
008
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SKenergy gas station

Major Business Activities

— New Vacuum Residue Desulfurization Facility

The environmental regulations for global petroleum products are
tightening. The International Maritime Organization (IMO) announced
that from January 2020, ships will have to use marine fuel with a
sulphur content of no more than 0.5% against the current limit of 3.5%.
Demand and prices of asphalt and vacuum residue used for high sul-
fur content fuel are expected to fall, and the price of low sulfur content
fuels will increase due to lack of supply.

In a move to proactively respond to this shift and strengthen the
competitiveness of our petroleum business, SK energy has confirmed
plans to build a vacuum residue desulfurization facility with a daily
production capacity of 40,000 barrels in the SK Ulsan Complex. The
company is targeting commercial operation by July 2020. This move
to invest in a desulfurization facility, which will increase production
of eco-friendly petroleum products, is not only in line with SK inno-
vation’s management principle of creating social value, but is also a
preemptive action, considering new environmental regulations. This
new facility will not only be used for low sulfur content fuel but will
also have the capability to transform diesel and naphtha into high
value-added products, thereby providing flexibility to the changing
market conditions and diversifying the company’s income stream.

009

— Acquisition of SK networks Petroleum
Wholesale Business

In November 2017, the company acquired SK networks’ petroleum
wholesale business, in order to create marketing efficiencies under
the integrated production - distribution - sales strategy. This includes
the entire wholesale business, with the 2,175 individually operated gas
stations, distribution network and personnel, and assets. The business
will supply 34 million barrels of petroleum products into the domestic
market on an annual basis.

This acquisition will streamline the production and sales strategy of
petroleum products, as well as simplify the distribution structure to
maximize management efficiency. We also aim to improve operations
and the quality of our marketing activities, supply and demand structure,
after-service, and other services to enhance the satisfaction of our dis-
tribution partners and customers.
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* SK global chemical

SK global chemical is expanding its business portfolio in the global
petrochemical market by focusing on China, the largest market in the world.
The company is strengthening its marketing platform by establishing a TS&D
(Technical Service & Development) Center in China, and expanding technolo-
gy-based high-value-added businesses in the North American and European
markets to secure new growth engines for the future. To this end, we aim

to strengthen our fundamental competitiveness by improving the profit and
business structure of our existing businesses while expanding our portfolio
through global partnerships and creating value for our customers by providing
solutions in the global chemical market.

Business Overview

Olefin Business Aromatics Business Per.formanfze Polymer Business EPDM Business
Chemical Business

O\
D=0
O

o
{
o,
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In 1972, starting as the first
NCC (Naphtha Cracking
Center) in Korea, our Olefin
business currently has the
capacity to produce 860
thousand tons of ethylene
annually. In addition, in
2014, with the cooperation
with Chinese state-owned
oil company, Sinopec,
we newly established a
petrochemical joint-ven-
ture production facility in
Wuhan, Hubei Province,
which is producing 800
thousand tons of ethylene
per year. Our Olefin busi-
ness steadily supplies key
petrochemical feedstock,
such as ethylene, propyl-
ene, and butadiene to both
domestic and overseas
customers.

The aromatics business
produces and supplies
various aromatic products,
such as benzene and par-
axylene, which are used
to make general goods,
construction materials,
electronics, and textiles.
As a result of continuous
investment in facilities, the
business is one of the top
producers in the region
(3-million tons p.a.). In
addition, the aromatics
business strives to grow
into a top player in the
global market by expand-
ing its trading business
and reinforcing its market
leadership.

The performance chem-
icals business produces
solvent products used in
a wide range of products,
from household goods to
high-tech products. The
division has independently
developed specialty chem-
ical production technol-
ogy, such as innocuous
dearomatized products.
Based on our marketing
network and technology
know-how accumulated
over the past thirty years,
we focus on developing
customized products and
technological support for
our customers.

The polymer division is spe-
cialized in the production of
high-end packing materials,
including: Linear Low-Den-
sity Polyethylene (LLDPE)”,
High Density Polyethylene
(HDPE)? and Polypropylene
(PP)®, which is sold approx-
imately 800 thousand tons
peryear. The division aims to
expand the product portfo-
lio and create new customer
value by entering into the
highly-value-added business
segment with the high-per-
formance polyethylene Nex-
lene™, Ethylene Acrylic Acid
(EAA)” and Poly Vinylidene
Chloride (PVDC)”. In addi-
tion, we aim to enhance
our relationship with the
customers by providing var-
jous technical support and
relevant information.

The EPDM Division pro-
duces and supplies EPDM
(Ethylene Propylene Diene
Monomer), a high value-
added synthetic rubber
which is most widely used
for automobile parts with
its outstanding resistance to
foul weather, heat, and cor-
rosive ozone. The division
aims to both strengthen
its competitiveness in the
global market including
China, and boost customer
satisfaction through con-
tinuous quality control and
technical support.

Note 1) LLDPE: Linear Low-Density Polyethylene, which is used in packaging and agricultural film, wire coating, civil engineering and construction pipes and sheets.
Note 2) HDPE: High Density Polyethylene, which is used in containers, food packaging film, water treatment or chemical plants, and vessel civil engineering pipes.

Note 4) EAA: Ethylene Acrylic Acid, a resin used as a packaging binder for adhesion to aluminum foil, polyethylene etc.

)
)
Note 3) PP: Polypropylene, a plastic used to make various types of containers, experiment tools, megaphones, and automobile parts.
)
)

Note 5) PVDC: Poly Vinylidene Chloride, barrier film material that is a remarkable barrier to water and oxygen, and used in processed meat refrigeration and freezer packaging.
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Night time at Sinopec-SK (Wuhan) Petrochemical Co., Ltd.,

Major Business Activities

In 2017, SK global chemical successfully acquired Dow Chemical’s Eth-
ylene Acrylic acid (EAA) business and Poly Vinylidene Chloride (PVDC)
business, thereby moving a step closer to become a global packaging
chemical company. Both EAA and PVDC are core materials in multi-
layer packaging film. The market entry barrier is high and currently
only limited numbers of suppliers exist in this area. Therefore, this
business is expected to grow continuously with the increasing packag-
ing demand in China and other emerging markets.

EAA is a type of tie layer material that is primarily used as packaging
adhesive for polyethylene. As part of this M&A deal, SK global chemical
acquired production facilities in Freeport, Texas, U.S.A. and Tarragona,
Spain. PVDC is a type of barrier layer material that is used in processed
meat refrigeration and freezer packaging, which requires a superior
water-tight and oxygen-tight matter property. The production facility is
located in Midland, Michigan, U.S.A..

Through strategic investment in future growth business, namely high
functional packaging materials and automotive materials, SK global
chemical aims to create synergy with existing business, and to become
a global market leading player by securing advanced core technologies.

on

® Structure of Multilayer Film Material for Packaging

Seal Layer

Barrier Layer : Tie Layer

Outer Layer

Product Market Status

SKGC Products and Characteristics

Material Use

Prevents content
contamination,and m-LLDPEY/
high sealstrength  popY

of film

High performance grade/

Seal Layer
y Technological barrier exists

Acts as adhesive
Tie Layer to two layers of EAA2
different materials

Functional product/
High entry barrier/
small number of suppliers

Barrierto O,, CO,,
water, oil, aroma

High entry barrier/

PvDCY small number of suppliers

Barrier Layer

Commodity grade/
low technical barriers/
large number of suppliers

Maintains packaging LLDPE/

Outer Layer shapeand printing  HDPE/PP

Note 1) Nexlene™
Note 2) PRIMACOR™
Note 3) SARAN™
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e SK lubricants

SK lubricants has gradually expanded its global presence, resulting in its high-quality
lubricant products being exported to over 50 countries. In joint venture partnerships
with global companies, it has also built base-oil production facilities in Europe and
Asia to underscore its position as a leader in the global premium base-oil market.
Furthermore, the company continuously strengthens its marketing competitiveness
with major customers.

Premium lube oil SK ZIC, the company’s leading brand in the lubricants business,
has solidified itself as the No. 1 lubricant brand in Korea, by ranking top in the brand
power survey for twenty consecutive years, and was awarded the Global Green
Management Excellence Award. In addition, ZIC was recognized internationally by
receiving the top-quality levels from two major quality assessment institutions:
American Petroleum Institute (API) and International Lubricants Standardization and
Approval Committee (ILSAC). Due to tighter environmental regulations in the global
market, demand for premium lube oil is on the rise. SK lubricants plan to take advan-
tage of this opportunity to expand our presence in target markets of China, Russia,
and others, and accelerate growth by pursuing a wide range of partnerships.

Business Overview

— Base Oil — Lubricant Oil

Base oil plantin Cartagena, Spain

SK lubricants began operation of its first VHVI (Very-High Viscosity
Index) base oil plant in 1995. Currently the company’s Group Ill global
base-oil market share is estimated to be 39.3%.

The company will continue to proactively invest and build capacity to
solidify its position as the Global No. 1 Group IlI Player.

20%

Additive

®

80%

012

SK ZIC, the company’s leading brand in the lubricants business, has
firmly positioned itself as the No. 1 lubricant brand in Korea, by ranking
No. 1 in the brand power survey for twenty consecutive years. In the
international market, the company employs a tailor-made marketing
and localization strategy, reflecting the characteristics of each market
to support the growth of the business. The company is also the first
Korean energy company to build an independent lubricant plant over-
seas (Tianjin, China) to meet the rising demand for premium lubricant
oil. In addition, we have increased supply to global auto manufacturers
to expand our marketing network, and have been recognized for our
technical expertise.

4{ Engine oil }7

Gasoline engine oil

LPG engine oil

Passenger car diesel engine oil

Commercial diesel engine oil

Motorcycle engine oil

~— Otherproducts [

Automotive and
industrial gear oil

Hydraulic oil

Grease

Other products: Engine cleaner,
Brake oil, Antifreeze

Major Business Activities

— Lubricant Sales in Global Market Posts 6.3% Growth

SK lubricants’ business recorded a 6.3% growth in 2017, compared to
the previous year, using its global growth acceleration strategy. In the
Chinese market, the company expanded its business field by starting
supply to China’s largest diesel engine manufacturer, which resulted in
over 21% growth, thereby demonstrating the potential for this market
to become a sound source of growth for the business. This is espe-
cially notable considering the fact that annual growth in the major
global lubricant market including China is less than 1%.

In addition, the company added Spanish company Repsol’s global top
tier synthetic motorcycle oil brand to the product line. SK lubricants
also developed new distribution channels, enacted improvements
to the existing business model, and established a production base in
Germany to expand business into the European market. The company
will continue to adopt new business opportunities and expand infra-
structure for the company’s sustainable growth.

013

Finished Lubricant product process
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e SKincheon petrochem

SKincheon petrochem has grown into one of the top Korean energy and
petrochemical companies over the last half century, as Korea has success-
fully developed its industries. In July 2014, the company invested KRW 1.6
trillion to expand production with enhanced facilities that could produce
condensate-based high-value-added products such as paraxylene (PX),
which is the raw materials used in PET plastic bottles and synthetic fibers.

In addition, SK incheon petrochem will continue to become the most

productive company in Korea through fast and flexible decision-making
processes and decisive action to enhance competitiveness and production
optimization.

Business Overview

— Petroleum Business — Petrochemical Business

With the focus on its management philosophy of “customer satisfac- SK incheon petrochem uses naphtha derived from condensate or the
tion” and “quality first,” SK incheon petrochem provides customers refining process to produce high-value-added petrochemical products,
with eco-friendly and high-quality products by improving its produc- such as PX (Paraxylene) via naphtha catalytic reforming processes.
tion facilities and precision, and continuing technological innovation. This creates a stable profit base for the company, which enhances the

competitiveness of the business.

] Petrochemical
Petr: m Busin i
etroleu usiness Business

i Atmospheric distillation, gas recovery unit, hydrogen desulfurization, vacuum distillation, BTX unit, PX unit
and sulfur recovery process
[=]
A
Major
—
Products
Gasoline Kerosene Jet Fuel Diesel LPG Asphalt Aromatics
Major Business Activities
— Operating Profit
— Highest Financial Performance in Corporate History (Unit: KRW 100 million)
2015 - @® 496

In 2017, SK incheon petrochem recorded its highest financial per-

C——
formance in its history. This record was the result of the company’s Al S

commitment to Speed & Flexibility (increase purchase of low-cost spot 2017 - —— 3,966
crude oil through work process improvement, etc.) and to increase

production of high-value-added productions through innovations in _ Before Tax Profits

production efficiency, and to engage in cost savings. S (Unit: KRW 100 million)

oD -
In addition, the company has continued to engage in innovative ways s 2

to realize social contribution and shared growth with the local com- 2016 C— 2,920
munity in order to create a sustainable business operation based on 2017 <] 3,472

the trust and support of the local community.
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e SK trading international

The global market is becoming ever more complex, with new environmental regu- .
lations, export market contract, and competition with China and India, resulting in _‘_ m
new demands on product specifications. To mitigate risk and navigate this rapidly <A —

changing environment, SK trading international has established a differentiated
global trading business model based on an advanced risk-management framework.
In addition, the company monitors the market on a real-time basis to trade crude oil A — ‘

and petroleum products under the best terms and conditions. S K
Going forward, SK trading international will broaden its business portfolio by
expanding strategic partnerships, while also introducing operational optimization tM

based on market dynamics in order to secure business competitiveness with the
goal of developing into a global trading company.

Business Overview

SK trading international provides a global trading platform for SK overseas subsidiaries in the Americas, Europe, and Singapore, to
innovation. The company imports crude oil and exports petroleum engage in business development, trading, and marketing Based on
products for SK energy and SK incheon petrochem, and also sources these global networks, the company effectively manages the entire
naphtha for SK global chemical. Going beyond the import and export trading process from selecting the optimal oil type to contracting,
of goods, the company has established a branch in Dubai and three shipping, and payment.

® Global Network

SK energy Americas, Inc. SK energy Europe, Ltd. SK energy International SK trading International Co.
(Houston) (London) Pte. Ltd. (Singapore) (Dubai)
-Responsible for oil trading -Sourcing and marketing for -Procuring crude oil and petroleum -Procuring crude oil and
in the Americas SK energy’s petroleum products products used in Korea petroleum products used in Korea
‘Trading products from the U.S.A. in Europe -Exporting petroleum products -Trading business focused
West Coast distillates produced in Korea on the Middle East
-Singapore local trading and
bunkering
A A A

v
SK ener SK incheon petrochem
gy Y G 5 I P
Imports crude oil [0] Imports crude oil
and naphtha and naphtha
/:\
v

Exports products,
including jet fuel

Exports products,
including gasoline, o

; X I SK global chemical :
jet fuel and diesel ﬂi‘ and diesel
Imports naphtha

Major Business Activities
In order to assume the role of the No. 1 global trading company, In addition, we are enhancing our business models based on new
SK trading international is expanding its expertise in the trading trading methods that utilize scientific techniques and Big Data. Mean-
market through change and innovation. We are exploring new busi- while, we are diversifying our suppliers for condensate and naphtha,
ness opportunities by leveraging storage in major trading hubs and in order to take a more proactive approach in dealing with the volatile
developing new cooperation models through partnerships with petrochemical market. We are also building an advanced risk manage-
global trading companies. Through these efforts, we are developing ment system to effectively mitigate risks and optimize our manage-
sustainable trading models and increasing global trading volume. ment environment.

015



SKinnovation Sustainability Report 2017

016 017



SKinnovation Sustainability Report 2017

Value Chain

SK innovation focuses on overseas resource development projects for crude oil, natural gas, and shale gas, paving the way
towards the energy independence and economic growth of our country. Based on our superior crude oil refining technology, we
produce petroleum products such as gasoline, diesel oil and kerosene, premium lube-based oil and lubricants, basic chemical
products, chemical solvents, and synthetic rubber, all of which are widely used in daily life.

E&P Business
\A SKinnovation E&P
4 _ .
Qﬂ - Exploration and production

ﬁwﬂ*” ' N

Key products

TR
(VO
LNG
R&D @
‘ Technology Innovation N
Center AN

Key areas of research

Crude oil

- Petroleum and lubricant
- Chemical

- Source technology

- Battery

Battery and
Materials Business

SKinnovation
Battery and Materials

Key products

Batteries for
electric vehicles

@ Separator

FCCL
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Value Chain

In response to the fast-changing business environment, we are increasing our investment in the development of the battery and
materials business as growth engines for the future, and we are committed to creating synergy in our value chain through the
development of growth drivers and global partnerships.

S
R

Petroleum Business Trading Business

SK energy & SK incheon petrochem SK trading international

- Refining process - LPG process

- Asphalt process - Importing crude oil

- Exporting petroleum and
chemical products

Key products
=) Petroleum gf=
products LPG &
& N
Naphtha, ‘
1§ Asphalt uco
~ 2%

Chemical &
Lubricant Business

nd

SK global chemical,
SK lubricants,
SKincheon petrochem

- Chemical and lubricant
process

/4
‘“\‘“\‘

Ve a
N\

Key products

@ Chemical products

% Lubricantand
20 |ube-based oil
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Our Strategy

Accelerating Implementation of Deep Change 2.0

The business environment is growing more uncertain, with the volatility of the Refining and Petrochemical industry increasing
and the Fourth Industrial Revolution underway. As a result, it is essential to establish a strategy of focusing our resources on our
strengths and to explore and develop new options for growth. To this end, we are working on increasing our corporate values
by promoting innovation and strategic investment through global partnerships and M&A.

— Strategy in Place
— 1 | 2
Implementing deep change 2.0
and producing results

3
Innovating the business model and creating
social values through shared infrastructure
- Expedite innovation of the business model
chemical and battery sector. by sharing expertise and assets.
- Create social values and establish a system
partnerships. for effective monitoring and management.

- Increase investment for growth in the
- Improve performance based on global

Global Leader

Shared Infrastructure

Values
Innovative Way

As-is To-be

Economic Values + Social Values —»

Deep Change

Deep Change: Challenge conventional practices in terms of business, organization, and culture, and innovate to respond to the changing
business environment. This work involves improving the corporate culture (upgrading the management system, innovative way we work, etc.)
and improving the efficiency of assets and business structure.
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Our Strategy

Establishing battery production facilities in Hungary (Expected to be completed by 2020)

— Creating Growth Engine and Strengthening
Existing Businesses in the Global Market

Increasing Investment for the Next Generation

Growth Engine in the Global Market

At SK innovation, all employees are working on innovating the com-
pany’s portfolio to build a foundation for global expansion and secure
new growth engines for the future. In response to the growth of the
electric vehicle market, we are focusing our resources on building a
business hub in Europe. In 2017, we built new production facilities
in Hungary and expanded the battery production line in Seosan, as
well as the production line for battery separators in Jeungpeyong. In
the E&P business, we acquired Longfellow, a U.S.A. shale company, in
2018, to support global growth centered on North America, Southeast
Asia, and China, while expanding our presence in the U.S.A. market.

SK global chemical acquired the EAA and PVDC business sectors of
Dow-DuPont, a global chemical company, in 2017. In order to build a
strong foundation for growth, we are going to focus on securing high-
value-added products and growth in the Chinese market through M&A.
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Strengthening Business Competitiveness and Values

In response to the increasingly strict global regulatory requirements
and to strengthen our business competitiveness, we decided to invest
in a VRDS (Vacuum Residue Desulfurization Unit) and acquire the
petroleum product wholesale business of SK networks to improve our
domestic distribution and marketing performance in 2017.

In addition, we are enhancing the competitive advantages of Ulsan
CLX and SK incheon petrochem, while SK lubricants is strengthening
its global leadership based on partnerships and competitive products
in the premium base oil and lubricant markets.
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Our Strategy

Optimization

As a leader in the energy and petrochemical industries, we are committed to maximizing the value of our raw materials and
products, as well as the synergistic effect of our businesses, to improve our corporate values based on our superior business
expertise, data, and optimization capability. Furthermore, by integrating our capability with ICT technology to systemize our
optimization process, we are able to make decisions in all areas of our value chain in a more scientific and efficient way. This
will help us continue to enhance our corporate value and innovate our profit structure.

— Optimization-Based Value Management

As a leader in the energy industry for more than 50 years, we have accu-
mulated extensive knowledge and data on various areas, ranging from
crude oil and energy refining processes to market information and a
deep understanding of the global business environment. Since 2012,
we have established business units dedicated to optimization in order
to create a more advanced optimization system. This system includes
technology capable of systematically managing and analyzing data,
developing mathematical algorithms and engaging in modeling to fur-
ther evolve the company’s optimization capability. By combining all of
our expertise, we are able to more accurately assess the inherent value
of raw materials and products that are appropriate for our business
model. Through this process, we can more easily identify opportunities
and risks associated with changes to our business environment and
take necessary measures to maximize our corporate value.

— Enhancing Corporate Value
by Spreading Value Management

As we are expanding our presence in the global market, it is more
important than ever for us to improve the efficiency of our decision-
making process. To this end, we are strengthening our value manage-
ment process by integrating our business expertise, data, optimization
process, and ICT. We are in the process of upgrading our optimization-
based value management in all our business areas to create synergy
throughout our decision-making process. We will continue to enhance
our corporate value by upgrading the optimization system and taking
advantage of it to innovate our profit structure.

Optimization-based

Value Management

Optimization System

Business Knowledge

Optimization ICT
and Data Capability
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Our Strategy

Global Partnership

SK innovation maintains strategic partnerships with global leading companies in each industry for mutual growth. As we learn
expertise from them to make our businesses more successful, we strive to enhance our competitiveness in the global market. We
will continue to build partnerships with top companies around the world and maximize our potential for growth.

© SK lubricants X Indonesia’s State-Owned Oil
Producer Pertamina

Joint Venture Company: PatraSK
Highlight: SK lubricants’ first overseas Group Il Base
Oil Plant

@ SK lubricants X Spain’s Energy Corporation Repsol

Joint Venture Company:

ILBOC (Iberian Lube Base Qils Company)
Highlight: Partnership extension as No. 1 Group Il
lube base oil company

@ SK global chemical X Saudi Arabia’s State-Owned
Chemical Provider SABIC

Joint Venture Company:

SSNC(SABIC SK Nexlene Company)

Highlight: The first global JV created using SK’s
proprietary technology

Crude oil production block | Peru, Vietnam, U.S.A,, Libya

@ SK global chemical X
China’s State-Owned Oil Company SINOPEC

Joint Venture Company:

Sinopec-SK (Wuhan) Petrochemical Co., Ltd.
Highlight: The largest Korea-Chinajoint venture
petrochemical production facility in history

@ SKinnovation X BEHC X BAIC

Joint Venture Company: Beijing BESK Technology
Highlight: Strategic foothold to target the Chinese
electric vehicle market

© SK lubricants X Japan’s Energy Corporation JXTG

Nippon Oil & Energy

Joint Venture Company: YMAC

(YUBASE Manufacturing Asia Company)

Highlight: Strategic partnership with Japan’s largest
energy corporation

O SK global chemical X Japan’s Energy Corporation

JXTG Nippon Oil & Ener;

JointVenture Company: Ulsan Aromatics Co., Ltd. (UAC)
Highlight: Strategic partnership with Japan’s largest
energy corporation

SK energy | Subsidiaries in China and Singapore

Crude oil exploration block | China, Vietnam, Australia

LNG projects | Yemen, Peru, Oman, Qatar

Seosan Plant | Lithium-ion battery production lines

Jeungpyeong, Cheongju Plant | LiBS and FCCL production lines

Ulsan Complex | Refinery plant, middle distillates crackers plant,
petrochemical plant, polymer plant,
lube base oil and lubricant plant

Technology Innovation Center | Daejeon R&D Center

SK global chemical | Subsidiaries in China, Singapore, Japan, and
U.S.A., and branch offices in Dubai and Germany

SK lubricants | Subsidiaries in the USA, China, India, Russia, Japan,
Netherlands, Indonesia, and Spain, and branch offices
in the UK and China

SK incheon petrochem | Refinery and petrochemical plant

SK trading international | Subsidiaries in the Singapore, UK, U.S.A,,
and branch office in Dubai
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Research & Development

Innovation through R&D is a key to gaining a competitive advantage. At SK innovation, we are strengthening our competitive
edge based on our technological expertise acquired in the energy and petrochemical sectors. In addition, we are focusing on
developing new technology through open innovation as a growth engine for our sustainable future.

— Institute of Technology Innovation

Since the establishment of SK Daedeok R&D Park as a foundation
for technological leadership in 1995, we have been committed to
technological innovation. Inside the facilities, there are Institute of
Technology Innovation”, which is in charge of our R&D projects, and
the Battery R&D Center, which supports the battery business. The
Institute of Technology Innovation consists of the Energy R&D Center,
the Chemicals R&D Center, and the Platform Tech. R&D Center and

® R&D Growth Plan

has established an R&D cooperation ecosystem through integration
with external infrastructure based on its technological expertise and
resources. Through this, we are strengthening our competitive advan-
tages in petroleum, chemical and lubricant sectors and securing
next-generation technologies for a sustainable future.

Note 1) Global Technology was renamed to Institute of Technology Innovation in 2017.

Materials for Display

Carbon Nano Tube FCW
Carbon Fiber OCA/OCR

Energy

Battery

Materials for Battery
O

1@

Chemicals &

Materials
Battery Materials for Battery
Long-distance Ultra-thin LiBS

electric vehicles battery Ultra-high strength LiBS

Next-generation Ultra-high heat
. . battery resistant CCS
Refining Petrochemical
Lubricant Polymer
Refining Petrochemical Lubricant Polymer
Add value to low price  pycacs optimization Next-generation For the automotive
crude oil lubricant products industry
Crude oil performance ATA + AX| catalyst Premium base oil For the packaging
indication products industry
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Research & Development

— Key Research Activities

Flexible Cover Window (FCW)

“Flexible Display”, which is expected to create new value in the stagnant
display market, is in the process of commercialization. We developed a
technology to fold or bend a flat display by replacing the glass used for
the outermost window cover materials of the display with transparent
Pl film. Currently, we are working on the development of coating tech-
nology to create the best solution to meet the target properties and
managed to achieve a superior level of bending, strength, and anti-
scratch quality by applying our own hard coating technology to the
transparent Pl. Because of these efforts, the quality of our products
has been recognized by panel makers for its excellent properties and
now, we are focusing on the development of this technology for com-
mercialization.

Technology to Increase Gasoline Production through
Adsorption Separation Process

As a company with series of production processes for refining, petro-
chemical products, and solvents, it is important for us to offer com-
petitive prices as well as increase productivity. To this end, we have
expanded the application of our own adsorption separation process
(SK-SIV) to low-cost naphtha and developed technology to increase
gasoline production that is commercially viable. By using the byprod-
ucts of this technology, we expect to secure competitive advantages
in our prices while working on complementary research for technical
perfection, such as long-term performance assessment.

— Core Mid- and Long-Term Projects

Project Goals -

Developinga total

solution to relieve Reduce crude oil import costs 2019
crude oil constraints

Expanding the

product portfolioin Improve product properties 2020
the automotive and and expand the product portfolio

packaging sectors

Developing materialsfor  Provide total solutions tailored to

display the needs of customers 2020
Developing base oil Secure Group Il base oil feedstock
feedstock conversionand  Expand Group Il plus base oil 2021
assessmenttechnology  feedstock
Developi Secure prospective technologies

eveloping next- in the chemical, materials and 2023

generation technology battery sectors
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Flexible Cover Window (FCW)

Pilot plant for adsorption separation process

— Future Plans

The Institute of Technology Innovation provides technological solutions
taking advantage of its expertise in a timely manner, while also strength-
ening its alignment to the strategies of our affiliates. We are working to
identify the mechanism of crude oil constraint factor and ensure mitiga-
tion measures while conducting research on the expansion of chemical
products for new applications, as well as the development of raw
materials for advanced premium base oils and yield prediction models.
Furthermore, we are continuing to explore new growth engines and
carry out R&D projects to improve our business performance, based on
open innovation, mergers, and development processes.
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Market Outlook

Despite steady economic growth in developed countries in 2017, uncertain factors, including volatile oil prices, have been increasing:
thorough analyses on domestic and overseas markets will be needed. SK innovation analyzes a variety of factors that impact our
business operations and implement measures to adapt to a changing environment and secure a competitive advantage.

— E&P Business
Industrial Trends

A surge in oil production from unconventional sources in the U.S.A.
and low international oil prices have led to many changes within the
E&P sector. Most companies are reducing or postponing investments
in high-cost projects such as deep-water, LNG, arctic, and oil sands,
and restructuring their asset portfolios based on profitability. Fur-
thermore, investment in unconventional resources in the U.S.A. is
expected to increase due to rising oil prices and the restructuring of
the U.S.A. tax system.

Oil Price Trends

Oil prices (Dubai Crude Qil), which were above USD 100 per barrel and
reached USD 115 in June 2014, have declined and dropped to USD 26
per barrel in January 2016. Since then, the prices begun to recover and
averaged USD 64 per barrel in December 2017.

— Battery & Materials Business

Mid- and Large-Size Battery Business Trend

The mid- and large-sized battery business is producing and selling
large capacity lithium-ion batteries for electric vehicles and ESS (Energy
Storage System). With the technological development of electric vehi-
cles and improved economical efficiency, as well as new regulatory
demands regarding the environmental impact of automobiles, the
electric vehicle market is expected to rapidly expand.

Materials Business Trends

The LiBS (Lithium-ion Battery Separator) is a core materials for
lithium-ion batteries: it prevents direct contact between the anode
and cathode of the battery, and also provides a passage for the lithium-
jons. Its market is growing steadily along with the battery market.

Manufactured by combining copper foil and polyimide, FCCL (Flexible
Copper Clad Laminate) is a key materials in flexible circuit boards. The
demand is increasing due to the growing market for smart devices and
smaller, better-performing IT devices.
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— Chemical Business
Basic Chemical Business Trend

The basic chemical business has high entry barriers compared to
other industries because it requires high initial investment and tech-
nological expertise and is subject to economies of scale. It is sensitive
to the global supply and demand and economic conditions, as well as
oil prices, due to the nature of the industry and dependence on naph-
tha for producing basic materials.

In addition, the increase in low-cost unconventional resources such as
shale gas and coal is expected to play a major role in changing market
conditions.

Chemical Materials Business Trend

The profitability of the chemical materials business depends on oil
prices as well as the economy of other industries as it supplies prod-
ucts to such industries as automobiles, electronics, construction,
pharmaceuticals, and textiles. Chemical companies that started in the
domestic market have shifted their focus to the export business, and
growth is and therefore closely related to the global economy, espe-
cially China, due to strong demand. We are expanding our business in
emerging markets such as South America, Southeast Asia and India.

As petrochemical products are mainly based on universal products,
price is the most important factor in the market, and it is essential
to realize economies of scale, improve processes, and reduce costs
through efficiency. Product development and production technolo-
gies are considered key to success, as companies focus on new prod-
uct development and differentiation to increase product value.
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Market Outlook

— Petroleum Business

Characteristics of Petroleum Business

The value chain of the petroleum business consists of crude oil import
— production — transportation and storage — sales, and the crude
oil stage accounts for the largest portion of petroleum product costs.
As we have to import from the Middle East, their sales policy and
exchange rates have a huge impact on our business.

Petroleum Product Consumption Trends

The domestic demand for major petroleum products declined by 2.3%
from the previous year, and the demand for transportation fuel such
as gasoline, diesel, and jet fuel increased in December 2017.

— Domestic Market Share in the Petroleum Business?

(Unit: %)

323 322 32.4

2015 2016 2017

Note 1) Based on the domestic sales of light oil provided by the Korea Natural Oil
Corporation’s Petroleum Information System (Types of oil: gasoline, diesel. kerosene,
jet fuel)
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— Lubricant Business
Base Oil Business Trend

The key markets for our base oil products include Europe (EU), North
America (U.S.A.,, Canada) and Japan, all of which have high demand for
high-quality lubricants for automobiles, due to strict regulatory require-
ments in terms of fuel consumption and environmental impact. Other
emerging markets such as China and major developing countries are
also growing rapidly.

The base oil business is closely related to the automobile and machin-
ery industries, which affects the demand for lubricants. When it comes
to engine oil, which comprises the largest portion of demand, it has a
high correlation with the distance traveled by automobiles and ships in
the transportation industry. In general, demand is subject to the laws of
supply and demand, the economic cycle, and growth rates.

Lubricant Business Trend

In the lubricant business, our major markets include Korea, China, the
U.S.A,, Russia, Pakistan, and India, with a focus on high-quality motor
fuel. As a result of regression analysis over the past 20 years, lubricant
demand growth tends to fall to 3.5% of GDP growth, which means that
demand for lubricants is directly proportional to the economy.

Engine oil, which accounts for the largest portion of demand, has a
high correlation with the distance traveled by automobiles and ships
in the transportation industry. As a result, the industry positively cor-
relates with economic growth rates. Low operation rates in the man-
ufacturing industry in hot and cold weather cause its overall sales to
decline, and demand picks up in the spring and autumn seasons when
people change their engine oil after vacations. Other factors that may
affect the demand include the domestic economy in the automobile
and shipbuilding industries, market penetration of electric vehicles,
and extended lifecycles from improved fuel efficiency and high prod-
uct quality.
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Business Performance

Financial stability is integral for sustainable business practice and growth. In 2017, SK innovation achieved the best business
performance in our history by aggressively improving our profit structure and corporate value. We will continue to strengthen
our competitive advantages and develop new growth engines for the future to ensure that we become a trusted energy and
petrochemical company for all stakeholders, including shareholders and investors.

— Creating Economic Values

At SK innovation, we reached KRW 46.2609 trillion in consolidated
sales through innovation in distribution channels, investment in VRDS,
our strengthened leadership position in the premium base oil and
lubricant market, and improved operational efficiency of Ulsan CLX
and SK incheon petrochem. In addition, we built a foundation for
global growth by acquiring EAA and PVDC business units from Dow.

— Key Performance by Business

Petroleum Business

Our petroleum business recorded an operating profit of KRW 1,502
billion based on global economic recovery, increased demand, and
OPEC’s continued efforts to improve supply and demand. We are
committed to taking our business to the next level through improved
cost efficiency by developing strong flexibility in our purchase system,
optimizing production operations, increasing the domestic market
share, and strengthening trade performance and strategic partnerships.

Chemical Business

Despite the concerns over the new operation of the ECC business in
the U.S.A., our chemical business recorded an operating profit of KRW
1.3772 trillion, thanks to heavy demand in chemical products mainly
in olefins. Through the acquisition of Dow’s EAA and PVDC divisions,
we secured key materials for a next-generation packaging business,
which serves as another option for sustainable growth in the global
market.

We also expanded our battery business and LiBS facilities to ensure
sustainable growth and take proactive measures in response to chang-
ing market conditions. Because of these efforts, our corporate value
has increased by 40% from early 2017.

Lubricant Business

Raw materials prices rose due to steady increase in oil prices, but our
lubricant business reached an operating profit of KRW 504.9 billion,
thanks to increased demand for our Group Il high quality base oil
products, and our continued efforts to improve the premium and opti-
mized production process.

E&P Business

Our E&P business recorded an operating profit of KRW 188.4 billion,
up from the previous year, as oil prices kept rising from the 2" quarter.
We are strengthening our position as a global E&P company through
direct operation of the U.S.A. production blocks and continuous explo-
ration in 13 countries worldwide.

Sales (Unit: KRW 100 million) Operating Profit (Unit: KRW 100 million)
Classification 2015 2016 2017 Classification 2015 2016 2017
Total 483,563 395,205 462,609 Total 19,796 32,283 32,344
Petroleum Business 352,997 283,699 327,712 Petroleum Business 11,261 16,256 15,020
Chemical Business 92,880 76,865 93,392 Chemical Business 6,039 12,322 13,772
Lubricant Business 26,188 25,358 30,475 Lubricant Business 2,947 4,683 5,049
E&P and Other Businesses 11,499 9,283 11,030 E&P and Other Businesses -451 -978 -1,498
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Business Performance

— Production Capacity & Volume

At SK innovation, we are strengthening our global market leadership
by optimizing our production processes and operation of production

facilities.

Production Capacity

Amount Confirmed Amount
of Crude Oil Secured

Battery Supply for
Electric Vehicles

530 million barrels

40,000 units peryear

Annual Petroleum Product
Production Capacity
(Ulsan Complex)

Annual Petroleum Product
Production Capacity
(SKincheon petrochem)

290 million barrels

1 37 million barrels

Annual Chemical Product
Production Capacity
(Ulsan Complex)

Annual Chemical Product
Production Capacity
(SKincheon petrochem)

7.693 million tons

1 .467 million tons

Annual Lubricant
Production Capacity

Annual Lube Base Oil
Production Capacity

21 5 million barrels

25.84 million barrels

— Credit Rating

Production Volume

— Petroleum Product Production

2015

2016

(Unit: 1,000 barrels)

® 346,690

® 345,776

2017 - CEEEEEEEES 360,549

— Chemical Product Production

2015

2016

(Unit: 1,000 tons)

® 5622
® 5272

2017 - CET—— 5 (72

— Lubricant? Production

2016

2015 ® 1,598

® 13810

(Unit: 1,000 barrels)

2017 - CE—— | 823

Note 1) SK lubricants’ own production capacity, excluding the toll processing volume

Through diversification of our business models in petrochemical,
lubricant, E&P and EV battery businesses, we innovated our profit and
financial structure.

As a result of implementing a healthy financial policy and maintaining
a stable cash flow, S&P rated our financial position as stable (BBB+) in
2017, which is the highest credit rating we have earned so far.

Domestic Credit Rating Rated by
A A + Korea Investors
Service

Overseas Credit Rating Rated by

BBB+ (stable) S&P
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Material Issue 01

Creating a Safe
and Healthy

Workplace

© How does it affect SK innovation?

Stakeholders’ Impact Evaluation?

| Financial Reputational  Operational Strategic
SSUe Impact Impact Impact Impact
Occupational Safety and °

Health

Environmental Pollutants P

Management

Note 1) Selected the most frequently indicated impacts after conducting surveys with stakeholders

© Why is it important?

Significance of the Issue

Neglecting SHE (Safety, Health and Environment) may result in direct damage to business
management with serious consequences, including the loss of manpower or productivity.
It may also tarnish corporate image and reputation, causing indirect damage. Moreover,
social interest in safety accidents has increased not only in Korea but also around the
world. Governments in many countries have tightened regulations on safety and the envi-
ronment and impose penalties on companies that fail to meet the regulatory standards.

© How did we respond?

Strategic Approach

+ Operate a SHE compliance management system
« Conduct activities to promote SHE awareness which reflect the features of workplaces
« Strengthen industrial safety management in the supply chain

© How do we manage performance?

Performance Measurements

« Achieve the goal for Unplanned Capacity Loss (UCL)
« Achieve the goal for Lost Time Incidents Rate (LTIR)

© Link to SDGs

GOOD HEALTH

AND WELL-BEING

A /\ Goal 3 Ensure healthy lives and promote well-being for all at all ages
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Creating a Safe and Healthy Workplace

— SHE Compliance Management Establishment of Furthermore, we established another IT system (SHE
; 2) ;
With an increasing number of new and restricted safety SHE Compliance Manager Management System?) to systematically
. N Management System administer SHE managers. A SHE manager must
and environment regulations in Korea, legal standards ) h : )
to follow at workplaces and relevant risks are contin- be appointed to c_omply with any requ'reme_nt?m
uously increasing. In order to minimize these risks, SK lawsAand regulations. They must meet eligibility
innovation identifies the legal requirements regarding reqylrements, anq 'properly perfortn all neFessary
SHE applying to workplaces, and manage them with duties. Thus, we utilized all members’ credentials and
our IT system (SHE Compli’ance Management Sys- = personnel information to manage the appointment
tem?”). The system enables us to manage risks related status in real t'|me, and' thoroughly manage all
to SHE compliance through the entire process from rel'e\'/ant'legal information and supplementary
enactment and revision of legislations to implementa- training history.
tion. We plan to apply the system at all our workplaces Note 1) SHE Compliance Management System
in the future. Note 2) SHE Manager Management System
SHE Manager Management System
Appointment/ ) ) Identify the Complete registration of
Dismissal ali itljrl]qua‘rr%/dci)(fiates > appointment/ > Retﬁzl\{gaanrﬁ;\éirof > SHE manager > the legal appointment/
Process g dismissal in workplaces dismissal
e Check regulations > the aRe\gﬁ]vtvment > su Mli?r?egr?tar > Check used expenses for
Management 8 Z?atus p?raining Y the qualification license

SHE Compliance Management System

1 Law and Regulation Information

- Policy trends:
Provide information on SHE-related laws
and regulations and trends of government
institution policy

- Legislation and revision:
Provide information on new legislation,
pre-announcement and legal
announcement for existing
SHE-related laws and regulations

- Authoritative interpretation:
Make authoritative interpretation at the
request of workplaces’ SHE-related laws
and regulations and provide results,
provide past results of authoritative [~
interpretations

- Regulatory rationalization:
Provide results after requesting
rationalization of unreasonable regulations
and making a proposition to the government,
provide results of rationalization of previous
regulations

- Regulation inquiry:
Search and inquire into laws, ordinances,
and rules applicable to workplaces from
SHE laws and regulations

COMPLIANCE
MANAGEMENT
SYSTEM
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2 Execution of Laws and Regulations

- Management of standards of internal
measures:
Register and change internal measure
standards by organization for compliance

- Tasks:
Inform managers and teams of tasks
according to the standards of internal
measures registered for implementing
regulation

- Business history inquiry:
Examine the work performance of teams
and managers

3 Inspections and Audits

- Inspection and audit management:
Record the results of internal and external
inspections on workplaces and plants,
and measures taken to improve

- Statistics management:
Provide information on the status of SHE
inspections and audits on workplaces and
plants, and status of improvement
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— Promotion of SHE Awareness
Reflecting the Features of Workplaces

SHE Champion Contest at Ulsan CLX

At the Ulsan complex, we hold a “Challenge! Ulsan
CLX SHE Champion Contest” every year to create zero-
accident and revitalized workplaces. The contest offers
a variety of programs to increase employees’ know!-
edge of safety and raise awareness of safety, thereby
preparing for accidents. We expect that the contest
will contribute to recognizing the importance of SHE
management, internalizing innovative SHE culture,
and prevent accidents at workplaces.

SHE Champion Contest Programs
Booth for Sharing Safety Knowledge

In the booth set up to sharing safety knowledge, a
total of 13 suppliers and executives-based organiza-
tions from plants and departments of SK Ulsan CLX
participated. They held exhibitions of exemplary cases
of SHE management, which served as an opportunity
to learn about preventing accidents and SHE manage-
ment. They also operated the “Marketplace to Share
Accident Cases” to display information about danger-
ous situations which occurred at workplaces.

Fall preventing training Response drill for fire and explosion

SHE Champion
Contest Programs

Booth for
Sharing Safety
Knowledge

Booth for Safety

and Health
Experience

.E
Emergency
Response Drills

a

Challenge!
SHE Golden Bell

o ©

Challenge! SHE golden bell
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Booth for Safety and Health Experience

In the safety and health experience booth, various
programs were held to encourage employees to par-
ticipate in training for earthquake evacuations and fall
prevention, and for wearing chemical protection suits.

Emergency Response Drills

We conducted emergency response drills to ensure
that employees respond promptly in case of safety
incidents and to reduce casualties and minimize
property damage. Employees of Ulsan CLX conducted
emergency evacuation drills in preparation for earth-
quakes, fires, explosions, and oil leakages, and took
life-saving training courses.

Challenge! SHE Golden Bell

Challenge! SHE Golden Bell is a quiz program aimed at
increasing knowledge of SHE management. A total of
120 employees who participated in the event from plants
and departments received the opportunity to under-
stand SHE knowledge in a friendly way, such as safety
and health regulations and SHE procedures.

Overview - Business Review - Sustainability Material Issues - Sustainability Performance Review - Appendix

— Industrial Safety Management
in Supply Chain

Enhance Suppliers’ Capability to Operate
Occupational Safety & Health Management
System

SK innovation supports our suppliers to raise their
level of SHE management beyond just following laws
and regulations to a level that evokes pride in their
employees. We collaborate with the Korea Occu-
pational Safety and Health Agency on a project for
supporting suppliers in their efforts to obtain KOSHA
and OHSAS 18001 joint certifications. We also provide
financial support for establishing Occupational Safety
& Health Management Systems, receiving consul-
tations, and obtaining certifications. As a result, 40
suppliers were certified, and the number of suppliers
eligible for support increases every year.

We plan to improve our system and infrastructure so
that suppliers can efficiently process SHE management
tasks and minimize the burden of SHE management.

Enhancement of Occupational Safety & Health
Management System

2015

Establish Occupational Safety & Health
management system

2016

Develop suppliers’ capabilities to operate the system

2017

Enhance suppliers’ capabilities to implement
the system at workplaces

Creating a Safe and Healthy Workplace

Suppliers’
Occupational Safety &
Healthy Management

System Certification
(KOSHA- OHSAS 18001)

Explore 120 issues
to Improve upon
by Organization
Set Up Action Plans
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SHE Risk Management of Global Business
SK innovation is actively engaged in M&A, joint ven-
tures, and overseas plant constructions in the U.S.A,,
Europe, and China to become a global leader in the
energy and petrochemical industries. For safe and
competitive global business, it is critical to practice SHE
management. Thus, we thoroughly conduct business
inspections and environmental impact assessments
from the start of projects to identify potential SHE risks
and reflect the results in our decision- making.

In addition, we help newly incorporated workplaces
to comply with local regulations and establish their
own SHE management systems by developing capa-
bilities after conducting a systematic M&A. At existing
overseas workplaces, we prevent accidents and estab-
lish law-abiding management by conducting on-site
inspections of the SHE management system, level of
awareness and capabilities of SHE compliance, and
facility safety and requests for improvement.

Workplace Safety Culture Improvement

In order to strengthen competitiveness in SHE man-
agement, SK innovation conducted surveys of all
employees at workplaces and on-site safety inspec-
tions. Based on the results, we conducted a compar-
ative analysis of the safety cultures of domestic and
overseas advanced companies, derived implications,
explored 120 issues to improve for each organization,
and set up action plans. Every organization has its own
actions plans, and SK innovation provides support
such as consultations with external experts through
on-site visits.

SK innovation will continue to conduct inspections on
a regular basis to improve the safety culture. We will
also practice various activities at workplaces to secure
SHE leadership, and to develop employee capabilities.
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Paris

Agreement and
Climate Change

3
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© How does it affect SK innovation?

Stakeholders’ Impact Evaluation?

Financial Reputational  Operational Strategic

e Impact Impact Impact Impact

Responding to Climate
Change

Eco-Friendly Energy
Technology

Note 1) Selected the most frequently indicated impacts after conducting surveys on stakeholders

© Why is it important?

Significance of the Issue

Under the Paris Climate Treaty of 2015, Korea proposed a 37% reduction in greenhouse
gas emissions by 2030 compared to BAU, of which 11.7% was allocated to the industrial
sector. Thus, the role of companies in fulfilling environmental responsibility has become
more important. Moreover, as the government recently tightened its regulations on
greenhouse gas emissions, factors such as the purchase of carbon credits and rising
energy costs are recognized as potential risks for business activities. In particular, the oil
refining and petrochemical industries are in need of more active measures since energy
consumption and greenhouse gas emissions are high due to the nature of the industries.

© How did we respond?

Strategic Approach

« Establish strategies for emission trading
« Expand investment in renewable energy
« Increase energy efficiency throughout production process

© How do we manage performance?

Performance Measurements

» Management of GHG emissions target
« Minimization of risks in the emission trading system

© Link to SDGs

Goal 7 Ensure access to affordable, reliable, sustainable and
modern energy for all

13 oot

@ Goal 13 Take urgent action to combat climate change and its impacts
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SK innovation, along with SK energy, SK global chemical,
SK lubricants, and SK incheon petroleum, is subject
to the government’s allocation of the greenhouse gas
emission allowance. Thus, we are committed to meeting
our legal obligations under the Act on the Allocation
and Trading of Greenhouse-Gas Emission Permits which
was implemented in 2015. Dealing with a new system
stably, we reduced emissions during the first phase of
the emission trading scheme (2015-2017) by calculating
the optimal amount of emissions for each company,
introducing external waste heat, and investing in green-
house gas reduction measures.

Moreover, we established strategies and procedures for
emission trading to cope with the market environment
and regulations for the introduction of the emissions
trading scheme and have enacted and operate the
procedures to operate the emission trading system.
Our strategies for emissions trading include measures
by phase for securing budgets, executing, and pur-
chasing, as well as measures to cope with the potential
increase in the price of carbon credits resulting from
the companies’ purchase, and measures to secure
additional carbon credits in case of a production
increase. Our procedures for emission trading defines
the relevant roles of each business division, and the
detailed procedures of budgeting for emissions trading,
organizing an Investment Committee, and executing
the budget.

We drew up investment guidelines to assist in prioriti-
zation based on the price of carbon credits.

In 2017, when the first phase ended, SK innovation
and affiliates sold some of our surplus carbon credits
that resulted from internal and early-stage reductions
and optimized emissions calculation methods. In
2018, after the government’s carbon certification is
completed, we will decide on the amount to be sold
and sell off carbon credits on time in consideration of
governmental restrictions on carryover.

In order to optimize the production process at work-
places, SKinnovation replaced existing equipment with
new and high-efficiency equipment; introduced new
processes and catalysts; utilized waste heat to gener-
ate power and produce steam; and adopted effective
energy management strategies.

Replacement of Air
Preheaters

KRW billion

Installation of Flat
Heat Exchangers

KRW billion

Recycling Energy
through Waste Heat
Recovery
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- Sustainability Performance Review - Appendix

GHG Reduction though
Efficiency Improvement of Furnace

SK innovation invests in various areas to minimize
greenhouse gas emissions throughout the manufac-
turing process. In 2017, we invested a total of KRW 3.7
billion in the replacement of air preheaters, cutting CO,
emissions by about 7,000 tonnes, and invested KRW 6.1
billion in the installation of flat heat exchangers, reduc-
ing CO, emissions by 17,000 tonnes.

Reduction in Power Consumption

In 2015 SK innovation implemented a master plan for
energy efficiency to reduce power costs for fuel, steam
and electricity, which account for the largest portion of
operating costs. Our master plan concerns the supply
and consumption aspects of fuel, steam, and electric-
ity. When we put the plan into practice, we consider the
effects and timing of investment by item. Through this
master plan, we saved about KRW 25 billion in energy
costs by 2016. In addition, we established an invest-
ment plan for 2017 and 2018 by continuously search-
ing for any aspects for potential improvement. We
also determined which parts of the plan are in need of
improvement by evaluating technical feasibility, field
applicability, and economic feasibility of the invest-
ment business. We expect to save KRW 21.7 billion in
total from 2017 to 2018.

Waste Heat Recovery

SK innovation recovers waste heat generated from
high-temperature water, steam, and gas, and recycles
them into energy. In 2017, a total of 7,501TJ of waste
heat was recovered at the Ulsan Complex (SK energy,
SK global chemical, SK lubricants), saving KRW 96.8 bil-
lionin energy costs.

As a result of our efforts to use energy efficiently at our
workplaces, total CO, emissions have decreased by
380,831tCO,.
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Monitoring Energy Usage with Installing Solar Power
Energy Intensity Index (EIl) Generators

SK innovations saves energy not only through facility
replacement such as investment and process improve- \
ment, but also by utilizing EIl to monitor energy usage S
every two years. Based on the Ell, we set and manage
energy intensity targets that reflect the optimal con-
ditions for each process. The results of each week’s
energy analysis are shared with each production team
to encourage more specific energy saving activities.
These efforts enabled us to reduce Ell by 1.1 in 2016
compared to 2014, which is the equivalent of KRW 12
billion of savings. Currently, we are preparing for a
re-evaluation in 2018.

Note 1) Energy Intensity Index: Indicates the amount of actual
energy consumption per process compared to standard energy
consumption per process. The indicator is used to benchmark
domestic and foreign industrial peers.

Project to Restore Mangrove Forests in Vietnam

Mangrove, a subtropical plant, is capable of storing 34 tons of CO per 1 ha
of forests, and thus is called a CO. storage warehouse. This is why the plant
attracted global attention as a major countermeasure for global warming.
However, marine pollution, development of tourist attractions, and other
factors have destroyed 66% of the world’s mangrove forests.

In order to respond to climate change and preserve biodiversity on a
global scale, SK innovation launched a project to restore mangrove forests
in Vietnam. These forests are highly vulnerable to climate changes such as
the rises in sea level. The project aims to create a 5ha mangrove forest in
Zhebin province in Vietnam by 2018, and the Vietnamese government will
join the project.

Plan for the Use of Donations

Donation Amount Donation ltem

million (KRW)
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SK innovation is expanding investment in renewable
energy and introducing renewable energy technolo-
gies. This includes investment of KRW 2.31 billion in
the installation of 0.936MWh of solar power gener-
ators, and management of the power load in work-
places by using fuel cells.

Jeungpyeong solar power plant

Mangroves in Vietnam

a5haforestwith

trees

© How does it affect SK innovation?

Stakeholders’ Impact Evaluation?
Creating Value i
for Mutual
Growth e

Note 1) Selected the most frequently indicated impacts after conducting surveys on stakeholders

Creating Value for Mutual Growth

© Why is it important?

Significance of the Issue

The importance of a sustainable supply chain has increased along with stakeholders’
demand for corporate social responsibility, as well as strengthened regulations for the
mutual growth of large, medium and small enterprises. Thus, SK innovation aims to cre-
ate social value by managing the risks of suppliers and ensuring the sustainability of the
industrial ecosystem associated with the company’s value chain.

© How did we respond?

Strategic Approach

« Create a synergistic effect of mutual growth with suppliers
+ Enhance capabilities and competitiveness of supply chain
+ Identify and eliminate possible risks in the supply chain

© How do we manage performance?

Performance Measurements

« Maintain the highest index grade for mutual growth (target year: 2020)

« Enhance supply chain ESG management by extending supply chain evaluation and
strengthening management

» Minimize purchase-related compliance risks (target year: 2020)

© Link to SDGs

DECENT WORK AND
Bl Goal 8 Promote sustained, inclusive and sustainable economic growth,

full and productive employment and decent work for all

i
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—Mutual Growth Activities

SK innovation is pursuing the sustainable growth of
suppliers by providing educational programs, along
with technical and financial support.

Technical Support

SK innovation conducts joint technology development
with suppliers to achieve the localization of facilities,
and also cooperatively pursued joint patent applica-
tions, the development of high-value-added products,
and entry into overseas markets. Joint product devel-
opment and patent applications, in particular, served
as examples of win-win cooperation that enabled
suppliers to increase sales by selling new products to
SK innovations and other related companies, while SK
innovation secured a cost advantage by localizing pre-
viously imported products.

Support for Capacity Building

SK innovation provides various capacity-building pro-
grams to reinforce fundamental competitiveness of sup-
pliers. SK innovation tries to build a win-win partnership
with our suppliers by running “CEO Seminar on Mutual
Growth” and “MBA Program on Mutual Growth” to teach
supplier CEOs management know-how such as manage-
ment strategy, finance and leadership in addition to the
subdivided curriculum? to give actual help for each posi-
tionandjob.

Note 1) e.g., safety education on toxic chemicals, as defined

by the Toxic Chemicals Control Act, training to improve SHE
management capabilities, education on plant processes, etc.

Supplier Recruitment Fairs

Program

Job fair with suppliers to
promote mutual growth

Content

- Set up booths for
employment consultation

- Special lectures on

employment, etc.

Participating Suppliers
20 suppliers

|

Once (Nov 27,2017)

SK Employment
Stepping Stone Program

Employment Stepping Stone
Program (SKinnovation
company-wide)

-Recruitinterns
- Provide education
programs and support
education fee

41 companies

95 people

Furthermore, we held the “Supplier Recruitment Fairs”
for young people in Ulsan to contribute to the recruit-
ment of highly competent talent from small- and mid-
sized suppliers, address youth underemployment, and
revitalize the local economy. At the fair, we provided
support for job seekers, including personalized employ-
ment consultations, a vocational aptitude test, and a
photography service. In 2017, a total of 112 job seekers
were employed by our small- and mid-sized suppliers. In
addition, we helped young job seekers to develop their
capabilities through the SK Employment stepping stone
Program, which provides job training and internship
opportunities.

CEO seminar on mutual growth

Completion ceremony of
the MBA program on mutual growth

Through collaboration with Dongyang Corrosion Engineering, SK innovation developed a mobile management system that can prevent the
corrosion of underground pipes. In this collaboration, Dongyang Corrosion Eng., an SME that has the electric anticorrosion technology of
underground pipes, took charge of technology and instrument development, while SK innovation conducted on-site experiments and verifi-
cations. As a result, Dongyang and SK innovation was able to acquire joint ownership of patent rights successfully.

This accomplishment enabled SK innovation to improve the efficiency of plant operations, and to use the technology at SK energy, SK global
chemical, SK lubricants, YMAC, and Ulsan Aromatics, resulting in an annual sales increase of KRW 100 million. Dongyang Corrosion Eng.
demonstrated its technical prowess, overcoming the reality that SMEs find it difficult to achieve recognition for technological innovations.
The company saw sales increase both at home and abroad and was able to generate steady profits by selling products to SK innovation.

SK innovation will continue to collaborate with technologically capable SMEs and make new business propositions, thereby promoting

shared growth with SMEs.
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Financial Support

SK innovation also accompanies with our suppliers
by ensuring the supplier's financial stability. In this
regard, when we perform regular maintenance at the
Ulsan Complex, which requires a large amount of
manpower and equipment, we pay half of the con-
struction cost of some major projects in cash within
one week of the start of construction and pay the rest
within one week after completion. We also provide
a program to support funds in a multi-dimensional
way, including support through direct fund lending;
indirect support through network loans; and agreed-
upon credit support through mutual growth guarantee
agreement. In addition, we created a fund for mutual
growth to provide low-interest financing for suppliers
that are in need of immediate operating funds.

In 2017, SK innovation contributed KRW 12 billion
and SK global chemical KRW 22 billion to the fund.
SK innovation and affiliates established and operate
a total of KRW 85 billion” worth of funds for mutual
growth.

Note 1) Including amount of investment in the financial sectors, etc.

[ Contribution to the Fund for Mutual Growth ~— |
(Unit: KRW 100 million)

SK innovation ® 120

SK global ® 220

chemical

Total G 340

Creating Value for Mutual Growth

SK global chemical
Achieved the Highest
Grade in the Evaluation
of Win-Win Index for the
Fifth Consecutive Year.

P

In 2017, SK incheon petroleum became the first company in the
region to introduce a wage sharing model for mutual cooperation
and signed the Agreement for Happy Sharing. According to this
system, which aims to promote mutual growth with suppliers,
employees share a portion of their wages while the company con-

tributes the same amount to the funds.

When the system was first implemented in May 2017, 95% of
employees volunteered to participate, delivering a total of KRW

200 million to 16 suppliers.
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— Performance of Mutual Growth
Implementation

Evaluation of Win-Win Index

SK innovation is providing practical support to meet
suppliers’ needs and invigorating communication with
suppliers in order to build a partnership focused on
enhancing happiness.

In particular, SK global chemical was recognized for its
activities to promote mutual growth in 2017. The com-
pany was awarded the highest grade in the evaluation
of Win-Win Index, as announced by the Korea Commis-
sion for Corporate Partnership for the fifth consecutive
year, being selected as the most exemplary company.

Agreement ceremony of happy sharing
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UN SDGs

— UN SDGs(Sustainable Development Goals)

At SK innovation, we support the principles of UN SDGs and its goals, and aligned our sustainability practice to
some of the 17 Sustainable Development Goals. In the future, we plan to increase the aligned goals as part of
our corporate responsibility programs.

SDGs Goals Our Activities

- Support agricultural technology development and created profit models for

Overview - Business Review - Sustainability Material Issues - Sustainability Performance Review - Appendix

UN SDGs

Goal 1. End poverty in all its forms everywhere
sustainable agriculture

We became the first member of SK Group to assist in efforts to solve
global social issues as a social company by establishing ProSynergy,
a dedicated social organization in Lima, Peru, where we operate our
E&P business. In order to promote the development of agricultural

Goal 2. End hunger, achieve food security and improved nutrition and promote

1 B 2 i

il &

Yachaiwasi technology training sessions for more than 520 local resi-
dents and students, and over 4,000 farmers responded that they were
satisfied with our service and products.

Goall End povertyin allits forms everywhere local farmers in Peru. technology and create business models for farmhouses, we estab- Ibn adgltldon, v;/'e supp()jo'rt?d a qtgalltyle;jfucatlsn servmeﬂt\zsn;g}:hel\/\éeb»
) : . . ) ased education and information platform known as chool Pro-
. . ) - - Support the Houston Food Bank to improve nutrition for underprivileged lished social enterprises, Yachaiwasi” No. 1 and No. 2, through which ram” for parents and students frcr;m low-income familiZs as well as
Goal2 E?g$gtr;gsed’s,f;2'§gg§Ogcsjiﬂr”etya”d improved nutritionand  idren and the homeless. we provide agricultural know-how and information, and training tg N Tph Peruvian APURICMAC local : ’ dinvest
P & - Donate lunch boxes for senior citizens living alone. and consultation programs for local farmers. We also generate profit eactefrs. tE e\/r\IUVIlZnB i ho;glgc)tvernrenyre;elye {n,:I/esé
~ p ~ ) through joint sales of agricultural products while cooperating with a _men rom the or_ ankin Marc 0 set up Yachaiwasi No.
- Help reduce emotional stress (e.g. isolation from society, lack of self-respect) > : . > - o A in Cotabambas, while ProSynergy helped them prepare for the foun-
of senior citizens living alone. local financial service, Finca, and Catholic University to improve the ; o ) -
Goal3 Ensure healthy lives and promote well-being for all at all ages ving : ) ) ) dation and initial operation. In the future, we are going to expand the
- Promote occupational safety and health in the workplace. quality of life. I ) A
: ; U ) . Yachaiwasi project to contribute to rural developmentin Peru.
- Support children with developmental disabilities for social adaptation. ) . )
Because of these efforts, we received USD 239,302 as financial sup- N N o o ) )
o X o X . X ote 1) Yachaywasi: place of teaching in Runa Simi (Yachay (Teaching)+Wasi(Place))
- Support study programs forunderprivileged StUdehtS'” Incheon. port for the IICA Fund? from the Ministry of Foreign Affairs of Finland Note 2) IICA (International Institute for Cooperation in Agriculture) Fund: a social
Goal4 Ensureinclusive and equitable quality education and promote - Supporteducation programs of the local community in the U.S.A. in 2015 and used this fund to promote renewable energy and increase  contribution fund raised to support the distribution of renewable energy in low-
lifelong learning opportunities for all fgrrf\i?réecshcilledrggi é}gg ::;;%i)éigsgargg;g;grams (e.g. science mentor for energy self-sufficiency rate in the local community. In 2017, we organized ~ Income farmsaround the world
Goal5 Achieve sender equality and empower all women and girls - Organize the W-Network, a council to promote women’s rights and growth . .
& uetty P & inworkplace. ® Yachaywasi Business Model SKinnovation Branch Office in Lima v Catholic University
Ensure access to affordable, reliable, sustainable and modern ‘ ; e
Goal 7 ’ ’ - Optimize the work process and develop new technology for saving energy. Financial Support ~ Consultationfee -
energy forall |3 g g i
X . . . . . . . . "’Agricu\tura\
Goals Promote sustained, inclusive and sustainable economic growth, - Supportatalent recruitment program for small- and medium-sized suppliers. - Technology
oa fulland productive employment and decent work for all - Help youngjob seekers through the “SK Employment Stepping Stone” program. - My \ A
aleso /
. . . X . i Application for
- Establish an emission-trading strategy in response to climate change and Agricultural f -
Goal 13 Take urgent action to combat climate change and its impacts ) P A & cey P & Mark <*—Products | ECOTECH | <—Participation ——
incorporate itinto business operations. arket ‘ | AT
Establish standards and procedures and strengthen on-site monitoring for o | (P RARM ) Consultation and
. . - - rosynergy) / Training on Agricultural
Goal 14 Conserveand sustglnably use the oceans, seas and marine prevention of marine pollution. Technology - Equipment
resources for sustainable development 0 ) . ) ) luti A Z
- Organize emergency response training against marine pollution. Training
Goal 15 Protect t trial " d halt biodiversity| - Monitor the level of soil pollution and organize clean-up activities. Education Guarantee  Agreementto Provide
oa rotectterrestrial ecosystems and hatt bIodIversity [0ss - Remove plants that are harmful to the ecosystem. i EouiniSrestRate Repavment of
College Students and Loapnx\nterest
Agricultural School Students ‘ Finca NGO (Micro-Finance) Low Interest Loan
Goal 2. End hunger, achieve food security and improved nutrition and - BB
promote sustainable agriculture & i - -
Goal 4. Ensure inclusive and equitable quality education and ; ; 14
: Goal 14. Conserve and sustainably use the oceans, seas and marine resources

promote lifelong learning opportunities for all for sustainable development o

At our E&P North America Business Division, we actively engage in various social respon-
sibility programs to contribute to harmonizing with local communities. First, we volun-
teered at the Houston Food Bank, which provides food for the homeless and underpriv-
ileged children to address the issues of unstable meals and undernutrition. For two days,
all employees packed and delivered food packages for starving children and homeless
people. We also donated USD 50,000 to TRSA education programs and the Korean Studies
Scholarship Program at Rice University to support academic excellence in the fields of sci-
ence, technology, engineering, and mathematics as part of our efforts to provide opportu-
nities for quality education.

At SK innovation, we organize emergency response drills on a regular basis to
minimize environmental, human and property damage caused by marine pol-
lution and environmental disasters and to conserve marine resources. The drills
consist of reporting, summoning emergency response organizations, communi-
cation on the situation, disaster prevention, and recovery. Through this process,
prevention facilities are supplemented by drawing any improvement. Mean-
while, we maintain emergency communication channels between business
sites (Logistics Center) and government offices (e.g. Korea Marine Environment
Management Corporation, fire department), and enhance the performance of
emergency equipment to minimize damage such as to the oil fence. We will con-
tinue to develop various scenarios to strengthen our responses to emergency
situations in our workplaces.

Volunteer activities at Houston food bank

Our local community programs were covered by local media outlets, including broadcast and newspaper, and recognized as a great example of

practicing our management philosophy of “We grow together with our local community”. Marine emergency drill at logistics center
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SK Double Bottom Line(SK DBL)

“SK Double Bottom Line principle aims to prosper with society
by boosting both economic and social value in every business activity.”

SK innovation incorporated the DBL principle into its management philosophy to manage both economic and social value creation, breaking away from
the conventional single bottom line principle to focus only on economic value. Through these efforts, we aim to achieve sustainable growth and stability.

Overview - Business Review - Sustainability Material Issues - Sustainability Performance Review - Appendix

— Measurement of SK innovation’s Social Value

SK innovation considers creating social value as a major business
objective for sustainable growth. To manage social value creation
systematically, we quantitatively measured the social performance of
our every business activity regarding the environment, society, and

SK Double Bottom Line(SK DBL)

Through the measurement of social value and analysis of social per-
formance, we identified our roles and responsibilities that we hadn’t
performed, and found areas where we can create social values. Based
on those results, we will actively communicate with our stakeholders.

Revision of the SKMS

Profits (1979) ——> Pursuit of Happiness (2004) ——> Creating Social Value (2016)

“SK aims to upgrade our corporate value
so as to create shareholder value.”

SK Management System (SKMS): SK Group’s management philosophy

— Introduction of the DBL Principle

- To pursue stakeholders” happiness by delivering social value

- To respond to changes in the social role of companies

- To establish strategies for sustainable growth by innovating business
models

— Content of the DBL Principle

The DBL principle deals with both economic and social value. Eco-
nomic value describes financial performance that is generated from
corporate economic activities. Social value describes the outcomes
of corporate economic activities that aim to create social profits and
reduce damage to society.

® SKDouble Bottom Line

governance. In the future, we will supplement and improve social
performance measurement methods, and will utilize the results when
developing business strategies.

Environment E Social S

- Strive to reduce resource - Resolve labor issues
consumption and environmental - Improve quality of individual’s life
pollution in the Biz. process - Promote soundness of social

ecosystem

Labor
- Reduce employment inequalities
- Provide job opportunities for the disadvantaged

Resource Consumption ) o
- Improve working conditions

- Reduce usage of energy, water, etc.

Quality of Individual’s Life
,,,,,,,,,,,,,,, - i.e. medical-health, education, culture-arts,
residential environment

Environmental Pollution Social Ecosystem

Governance G

- Improve corporate governance
- Advocate anti-corruption

Corporate Governance
- Prevent violations of
corporate governance regulations
(commercial law, capital markets act, etc.)

Advocate Anti-Corruption
- Prevent misconduct by executives and

, \\\
e N
= IZI[I[I I:l
Economic Value Social Value \
\
“Outcomes of corporate economic “Outcomes of corporate \
activities which demonstrate economic activities to create social |
financial performance” ‘ profits and reduce damage to society” “
Social Benefits /
e

Costs

® /
Damage to Society /
e

— SK DBL Strategy

Creation of economic Sharing of company’s capabilities
and social value and assets externally

In every business activity

Expand social value not only
in social responsibility activities, but
throughout the entire business value chain

Explore ways to enhance social value

Streamline asset management
during the decision-making process

- Innovate business models
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- Reduce environmental pollution - Enhance soundness in the industrial ecosystem employees in the process of corporate
such as CO, emissions, etc. such as fairness in the contract implementation activities
process, mutual growth and mutual cooperation
— Mid-and Long-Term Plans for the DBL Principle
SK innovation will develop more sophisticated methods to measure Furthermore, we will create new business models by taking into
social value, in both qualitative and quantitative form based on the account various factors such as social issues regarding corporate

existing method and we will share them. This will allow us to encourage
all employees to actively engage and participate in exploring manage-
ment activities that can increase social benefits and reduce social costs
throughout all value chains.

- ~

assets and capabilities, and opportunities and crises faced by enter-
prises, thereby establishing mid- and long-term strategies to promote
evolving together with society.

New SK innovation

Y ~

/ Establish DBL management \ Share and Disclose Spread and expand the creation
system and consider SV e - of SV by disseminating DBL
in Biz. process \ Share Created SV in terms of New SK
‘ Adopt business models Biz. partnership in cpnsideration ‘ Suppliers ‘
considering SV creation of SV creation
f =izlelEna Customers & Investors
shared infrastructure platform
Internalize social value in Build partnerships with
N\ management strategies global companies to deliver SV ‘ Communities ‘
N
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— Major Achievement of Social Value

SK innovation’s Battery for Electric Vehicles

The manufacturing of batteries for electric vehicles, one of our businesses
for future growth, is a representative eco-friendly business that can
reduce carbon emissions. According to data released by the Korea Energy
Economics Institute, electric vehicles do not emit carbon dioxide during
use, and emit 53% less carbon dioxide than conventional gasoline inter-
nal combustion engines, when taking into account its electric power gen-
eration process. Considering this, the effect of greenhouse gas reduction
during the battery warranty period (10 years) is estimated to be 11 tons
per electric vehicle.

Last year, SK innovation sold batteries for more than 15,000 electric
vehicles, accomplishing 165,000 tons of reduction in carbon dioxide
emissions based on electric vehicles. This demonstrates that our bat-
tery contributed to about 30,000 tons of carbon dioxide emissions.
SK innovation will strive to develop high-density batteries for electric
vehicles. Moreover, as the electric car market grows, we will increase
our production capacity to over 10GWh per year by 2020. In this case,
it is expected to deliver social value equivalent to KRW 100 billion.

SK energy’s Netruck House

SK energy is working to improve truck drivers’ working environment.
First of all, we operate Netruck Houses at 19 logistics hubs nationwide,
with facilities to promote drivers’ convenience. Netruck Houses have
spacious parking lots with low parking fees, providing spaces which
are more convenient compared to other parking lots in the downtown
area. There are also facilities, such as showers and restaurants, where
drivers can rest and refresh themselves after long hours of driving. On
average, about 1,500 drivers use Netruck Houses every day.

Furthermore, SK energy operates Netruck Friends, a service to provide
information on freight and available trucks in real-time. The company
also utilizes Netruck Plus service to ease the burden for gas expense
on truck drivers.

Social Increase of social concern about fine dust and carbon
Problem dioxide from internal combustion engine vehicles

1. Increase of investment and production costs due to

APPVO;Ch the reduction in greenhouse gas emissions
an
Impacts 2. Tightened environmental regulations due to

the increase of fine dust in the atmosphere

Social Outcome:
Performance - Open new production lines to expand the spread of
electric vehicles

Reduce greenhouse gas emissions compared to
Goal existing internal combustion engines to decrease CO,
emission per mileage

1. Increase in car accidents caused by drowsy driving
Social due to a lack of rest areas

Problem 2. Increase in traffic problems in nearby urban areas
due to an insufficient number of parking lots

1. Listen to the opinions of truck drivers, one of
Approach SK energy’s major stakeholders, and develop
and participatory programs

Impacts 2. Fulfill CSR by operating Netruck House, and develop
programs tailored to truck drivers and local situations

Social Outcome::
- Operate Netruck House with facilities to promote

HEL e truck drivers’ convenience at 19 logistics hubs
nationwide
1. Provide rest areas to reduce drowsy driving and
car accidents
Goal

2. Provide parking spaces to improve the quality of
life in nearby areas

Cells used for batteries of electric vehicles
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Netruck house at Busan new port
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SK global chemical’s Development of

an Eco-Friendly Foaming Agent

SK global chemical is committed to reducing the use of environmentally
toxic substances by developing eco-friendly foaming agents. As the
Montreal Protocol?” prohibited the use of freon gas (CFC), a foaming
agent formerly used in construction, and the new regulations required
the industry to reduce the use of HCFC-141b starting in 2013. Thus, the
need for the development of a CFC substitute became urgent.

SK global chemical collaborated with customer companies to develop
and test alternate materials that can substitute for the foaming agent
used in PU board for the construction industry and applied them to
commercial production. As a result, we began selling cyclopentane
products as eco-friendly foaming agents for construction and sold 660
tonsin 2017.

SK Double Bottom Line(SK DBL)

SK lubricants’ High-Quality Lube Base Oil

and Lubricants

SK lubricants developed high-quality lube base oil that can improve
fuel efficiency and is selling them worldwide. Generally, using engine
oil made with high-quality lube base oil can improve fuel efficiency by
2-3% compared to conventional products, and reduce the amount of
carbon dioxide emission per vehicle by 38kg per year.

The global sales volume of high-quality lube base oil, which sells in the
global market such as the U.S.A. and Europe, is over 1.5 million tons,
and the resultant reduction in carbon dioxide emissions amounts to
730 thousand tons. This is equivalent to the amount that would be
reduced by planting 300,000 trees.

Social Rise of environmental problems such as ozone
Problem depletion due to CFC
1. Environmental regulations necessitated the
Approach development of alternatives
and 2. Change of the construction law? resulted in the market
Impacts expansion for the PU foaming agent for construction

— Used the regulations as an opportunity

Social Outcome:
- Collaborated with customer companies to develop

PRI and test alternate materials
- Succeeded in entering the market
Goal Minimize the use of toxic substances by developing

eco-friendly foaming agents

Growing concerns over environmental pollutions due
to CO, emissions and fossil fuel consumption by using
internal combustion engine vehicles

Social
Problem

Approach 1. Necessity for the development of high- quality lube
and base oil and lubricants that can reduce fossil fuel
Impacts consumption and CO, emissions

Social Outcome:
Performance - Mitigated environmental pollution through sales of
high-quality lube base oil and lubricants

Improve fuel efficiency and reduce CO, emissions
Goal through sales of high-quality lube base oil and
lubricants

Note 1) In September 2014, the government decided to integrate the standards
for energy-saving design with the standards for environmentally friendly housing
construction.
- Expanded the application range of building insulation: All buildings with a
total floor area of 500m or more
- Encouraged energy saving: Increased standard for the thickness of outer
insulation materials to reduce the heat transfer rate
Note 2) Montreal Protocol: A protocol enacted in January 1989 to regulate the
production and use of chlorofluorocarbons (CFCs), ozone-depleting substances.
Korea began reducing the second specific substance (HCFC) from 2013.

Products using an eco-friendly foaming agent
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ZIC, a high-quality lubricant
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Board of Directors

The Board of Directors is the highest decision-making
body that provides direction to the company, and at the
same time ensures balance between the internal and
external stakeholders. The Board of Directors plays a key
role in the company’s sustainable growth. SK innovation
is committed to ensuring that the Board is independent,
and the directors have a thorough understanding of the
business and possess expert knowledge, so that the
decision-making process is comprehensive, well-informed,
and balanced.

— Composition of the Board of Directors

Majority of SK innovation’s Board of Directors is composed of
independent directors who are recommended by the Nomination
Committee, to ensure that the Board fulfills its role in providing checks
and balances to the management. Of the eight directors, five are
independent directors, representing 62.5% of the Board”, and the
average attendance rate by the directors is 91.3%.

Note 1) As of May 2018

Board Members

Executive Director/
Non-Executive Director

Kim Chang-geun,
Chairman of
Board of Directors

Kim Jun,
CEO &President

Yu Jeong-joon,
Director

Independent Director

Kim Jung-gwan,
Director

Kim Jong-hoon,
Director

Kim Joon,
Director

Choi Woo-seok,
Director

Ha Yun-kyoung,
Director

Position Name Term

Career Highlights

Committee Membership

Kim Ch March 2016 Current) Chairman of Board of Directors, SKinnovation
Executive IMENang-geun march 2019 Former) Chairman, SK SUPEX Council

-HR Committee member

Director Kim.J March 2017 Current) CEO & President, SK innovation - Nomination Committee member
imJun -March 2020 Former) CEO & President, SK energy -Strategic Planning Committee member
Non-Executive Vu ) March 2017 Current) CEO & President, SK E&S - Transparent Management Committee
Director UJeONEJOON  parch 2020 Former) President, SK Global Growth Committee member

Current) Advisor, Bae, Kim & Lee LLC

Former) Executive Vice Chairperson, KITA
Former) Deputy Chair person, FEZ Committee
Former) Visiting Professor, Dept. of Energy Resources Engineering, SNU  Transparent Management Committee
Former) 2" Vice Minister, Ministry of Knowledge Economy

March 2018

Kim Jung-gwan -y - eh 2021

-Nomination Committee Chair

(expected)
- Strategic Planning Committee and

member

Current) Honorary ambassador and chairman of the International

Relations Commission, KSOC
Former) Member of the 19th National Assembly
March 2017 (Trade, Industry and Energy Committee)
-March 2020 Former) Minister for Trade, Ministry of Foreign Affairs and Trade
Former) Chief Delegate for the Korea-US FTA
Former) Consul-General at the Korean Consulate General

Kim Jong-hoon

Independent

Director in San Francisco

- HR Committee and CSR Committee
Chair
- Audit Committee member

Current) CEO &President, Kyungbang Co.

March 2016 Current) Director, East Asia Foundation

-March 2019 Current) Chairman, Spinners & Weavers Association of Korea
Former) President, Korea YEO (Young Entrepreneurs’ Organization)

Kim Joon

- Strategic Planning Committee Chair
- Audit Committee and HR Committee
member

Current) Professor of Accounting at Korea University Business School

March 2018

ChoiWoo-seok March 2021

Current) CPA/ CTA

Former

Current) Advisor, Korea Deposit Insurance Corporation

Former) Executive Director, Inspiring Insight in Business Society
) Advisor, Ministry of the Interior and Safety

- Audit Committee Chair

-Nomination Committee and CSR

Committee member

Current) Professor, Department of Basic Science at Hongik University

March 2016

HaYun-kyoung March 2019

Engineers

Current) Vice Chairman, Korean Chemical Society
Current) Advisor, Korean Chemical Society Korean Chemistry Olympiad  Chair
Former) Director, Association of Korean Woman Scientists and

- Transparent Management Committee

- CSR Committee member

Average Tenure: 3.3 years
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Director Appointment Process

SK innovation has established an objective and fair process for the
appointment of executive directors and non-executive directors. The cre-
dentials and qualities of executive and non-executive director candidates
are reviewed in advance by the HR Committee, after which the candidates
are recommended to the General Shareholders Meeting (GSM).

For independent directors, the Nomination Committee defines the
plans and process for recommendations, selects the candidate pool,
and after a series of discussions, selects a final candidate to be recom-
mended at the GSM. During the candidate selection discussions, the
Committee not only reviews the independence of the candidate, but
also scores the candidate on a range of factors by the evaluation stan-
dard established by the company, including specialty, commitment,
managerial mindset, social reputation and morality. Impersonal fac-
tors, such as the diversity of the Board and the business environment
at the time of the appointment, are also taken into consideration.

Evaluation Criteria of Independent Directors

Expertise and experience in corporate management, and
experience as an executive orindependent director

Ableto attend over 90 percent of BOD & Committee meetings, and
make real contributions and advice on current issues

Expertise

Commitment

Managerial  Leadership acquired from experience in serving as the CEO of
mindset alarge company or head of an organization

No conflicts of interest with management and shareholders; can

lndependence make thoughtful, independent decisions
Social . .
reputation Astrong reputation recognized by many company stakeholders
Moralit Ahigh level of morality that sets an example for others, with company-
Y based objectives taking precedence over personal gain
Diversit The diversity of the Board, including gender, age, nationality and
Y ethnicity, has been taken into consideration
Other Currentbusiness environment and issues at the time of nomination

Standard of Independence for Independent Director

SK innovation ensures the independence of its independent directors
to guarantee shareholder interests are reflected in a balanced manner
and a fair and transparent decision-making process is followed. To
this end, the company establishes and complies with the independent
standards for major disqualification reasons for independent directors
in compliance with the Commercial Act.

— Grounds for Disqualification of SKinnovation Independent Directors —

« Directors, executive directors, and employees who are engaged in the regular
business of a related company, or directors, auditors, executive directors and
employees who have engaged in the regular business of a related company
within the latest two years;

«The principal, his/her spouse, lineal ascendants, and lineal descendants,
in cases where the largest shareholder is a natural person;

«Directors, auditors, executive directors, and employees of the corporation,
in cases where the largest shareholder is a corporation;

«The spouses, lineal ascendants, and lineal descendants of directors,
auditors, and executive directors;

« The directors, auditors, executive directors, and employees of a parent company
ora subsidiary company of the relevant company;

« Directors, auditors, executive directors, and employees of a corporation which
has a significantinterest in a related company, such as business relations with
the company

« Directors, auditors, executive directors, and employees of another company for
which directors, executive directors, and employees of a related company serve
as directors and executive directors.

*Referred to Article 382 Clause 3 and Article 542 Clause 8-2 of the Commercial Act of Korea
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Board of Directors

Independent Director Appointment Process
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— Expertise of the Board of Directors

Independent directors actively participate in training programs on the
business and governance structures to enhance their expertise. They
enhance their understanding of the business and the company by vis-
iting key business sites and production facilities, and participating in
orientation sessions for new independent directors at each business
location. The directors also participate in governance-focused confer-
ences, such as the NACD (National Association of Corporate Directors)
and ICGN (International Corporate Governance Network).

In addition, SK innovation’s Board of Directors considers possible
risks through thorough reviews of audit reports and holds an annual
strategy session to improve expertise in issue and risk management.
The strategy session involves updates on company-wide and key busi-
ness strategies and implementation trends, and key risks and ways to
manage risk. This includes materials to support the decision-making
process on these issues. In addition, external experts on legal and
communication matters are invited to present key issues that are rele-
vant to the internal and external business environment.

Board of Directors’ visit to production site (April 2017)
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SK innovation’s Board of Directors reviews business plans and
medium- and long-term strategies (i.e. the To-be Model) each year.
In addition, the Board sets the direction for achieving sustainable
growth by holding active in-depth discussions about the internal and
external environment and issues for each business area, including oil,
petrochemicals, and EV batteries. The Board holds regular monthly
meetings. To ensure that directors can sufficiently review the agenda,
meeting materials are provided at least five days before a Board meet-
ing and two days before a Committee meeting. In addition, the Board
also holds ad-hoc meetings for agenda items that require a quick deci-
sion. The Board aims to lead the way in the company’s professional
and transparent business activities. In 2017, 70 agenda items were
put forth to the Board in 13 meetings, and Committees discussed 42
agenda items over 20 meetings.

Proactive On-site Management

SK innovation’s Board of Directors makes regular visits to business
sites in Korea and overseas to make sure decision-making is based on
expert information and accurate understanding of the business sites.
Board meetings are sometimes held on-site during these visits to gain
a more accurate understanding of the activities at the location, and
to listen to opinions directly from employees and implement on-site
management practices.

In 2017, an on-site BOD Meeting was held at SK incheon petrochem
and in Ho Chi Minh City, Vietnam. The directors were able to better
understand key issues of the business, and improved communication
with employees through volunteer activities and Independent Direc-
tors’ special lectures for SK innovation’s executives and team leaders.

On-site BOD meeting in Ho Chi minh City, Vietnam (November2017)
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Operation of Board Communication Sessions

SK innovation’s Board of Directors is committed to coordinating var-
ious stakeholder views and fulfilling its role and responsibility as the
highest decision-making body in the company. The Board holds CEO
Sessions and Strategy Sessions attended by the CEO, key senior man-
agement, and independent directors. At the sessions, the participants
freely discuss business philosophy, vision, and strategic fit, as well as
issues that were raised during the communication process.

In 2017, communication session topics included “Deep Change 2.0”, a
new key topic; shared infrastructure; and strategy of the company and
key divisions.

The Board conducts an annual self-evaluation on composition, role,
responsibility, and operation-related matters. The results of this
assessment are published in the Annual Report. The results and opin-
ions of the evaluation are fully reflected in the BOD Operating Plan
to ensure the Board continues to develop in a positive direction. Fur-
thermore, to ensure fair compensation, the HR Committee thoroughly
reviews the remuneration limit for directors, which is presented for
Board approval and final GSM approval.

In addition, the company annually participates in the ESG assessment
conducted by Korea Corporate Governance Service, in order to receive
a more objective assessment of the company’s governance structure.
In 2017, the company received a grade A in the area of corporate gov-
ernance, recognizing the strong achievements of the BOD.

Overview - Business Review - Sustainability Material Issues - - Appendix

SK innovation operates six subcommittees under the Board of Direc-
tors. All chairs of the Committees are independent directors, and over
half of the members of each committee are independent directors” in
order to ensure independence and transparency in the operation and
decision-making of the Committees.

List of Committee Activitiesin 2017

Director (person)

In addition, each committee conducts preliminary reviews and discus-
sions prior to any decision-making by the Board of Directors, thereby
ensuring full understanding of the topics and enhancing the efficiency
of the Board of Directors.

Notel) Audit Committee and CSR Committee are comprised of independent
directors only

2017 Key Activities

Committee i
Executive Non-Executive Independent MeHeéllggs (Pre/-l\igrﬁinnda?')l/tsglsiew) Key Agenda Items
- Audited performance and results of external audit
Audit - - 3Y 5 15 - Audit performance
- Auditteam planning
- - Independent director nomination process
Nomination 1 - 2 2 2 - Independent director nomination
. -2017 short-term business plan
Sfratelglc 1 . 2 4 5(5) - Battery business investment
Planning - LiBS business investment
H - Executive director nomination compensation
uman 1 . 2 2 6(3) - Set limit of director’s remuneration
Resources - Revise executive policy regulations
- Additional acquisition of Happynarae Co. Ltd shares
I\'Arransparent , 1 2 5 9(9) - SK China (Hong Kong) rights issuance
anagement - Brand usage agreement renewal
SR - BOD activity evaluation

(Sustainability)

Note 1) As of March 2018

5 -CSRplans
- Publishing Sustainability Report

The CSR Committee’s objective is to provide direction for the company’s sustainable management and operations and to implement
effective CSR (Corporate Social Responsibility) activities. The committee discusses and reviews all relevant issues. The CSR Committee is
composed solely of independent directors, in order for the Committee to have a more objective and comprehensive view of issues. The
Committee regularly participates in the company’s social contribution activities and contributes to the execution of CSR plans.

Key Agenda Topics of CSR Committee

Schedule and progress of the Sustainability Report

Progress of CSR activities

Support for CSR-related communication to stakeholders

Review of company’s policies, programs, practices that impact
safety, health, environment, and other social issues

CSR activity participation by the BOD

Status of and action on any other key CSR issues

Improvements in BOD and Committee operations

BOD volunteer day (November 2017)
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Risk Management

Risk management is a prerequisite for creating corporate
sustainability performance in a rapidly changing business
environment. Currently, energy and petrochemical companies
around the world are being asked to develop strategies to
cope with climate change. In addition, social interest in
employees’ human rights and safety is increasing.

Thus, SK innovation manages major risks systematically and
has established mid- and long-term strategies tailored to
each risk.

— Risk Classification and Reporting System

In order to manage risks more systematically, SK innovation classified
various risks related to our management activities into three catego-
ries: operational, business and financial. Operational risk refers to risks
related to ethics, compliance with government regulations, human
resources, safety and the environment. Our management departments
comprehensively manage operational risks, and issues in need of deci-
sion-making by our management and subsidiaries are submitted to
chief executives’ meetings with consideration paid to the type of risk.
Business risks include changes in the external environment, such as
oil prices, national or local situations, and governmental regulations
that affect business performance or new investment decisions. These
are managed by departments in our affiliates, and issues in need of
decision-making by each subsidiary’s management are discussed in

Risk Management Governance

Chief Executive Meeting

a council on risk management which is attended by the CEOs of the
subsidiaries and the executives of related departments. Financial risk
includes risks associated with oil prices, exchange rates, tax account-
ing, and credit.

In addition, some major risks arising from SK innovation’s involvement
with our subsidiaries are discussed at the chief executives’ meeting,
which is attended by our CEO and the CEOs of five subsidiaries. Some
issues may be reported to the board of directors if necessary.

— Risk Monitoring

SK innovation conducts monitoring tailored to the background and
features of the risks in order to preemptively respond to risk factors. In
the case of operational and business risks, we continuously monitor
laws and regulations, policy trends, and major stakeholders’ opinions.
We also share risk-related trends with all employees through the
intranet and newsletters, thereby encouraging employees to prevent
risks from occurring. In case of financial risks, which have an immedi-
ate effect on business performance, we analyze short-term changes
and mid- to long-term trends based on various economic indicators
with the help of subsidiaries. After analysis, we set the maximum level
of risks that we can endure to manage relevant risks.

The Board of Directors

Various Risk Management Committees

Risk Teams in SK innovation

and subsidiaries

Financial Risk Business Risk Operational Risk
Oil Price ‘ Ethics ‘
[ ‘ Compliance ‘
Exchange Rate
‘ Human Resources ‘
National and Local ‘ ‘
Tax Political Environment Safety
‘ Environment ‘
Credit Policies and Regulations
‘ Information Security ‘
Competitor Trends ‘ Corporate Responsibility ‘

Emerging Risk

Business Context

Risk Impacts

Mitigation Actions

— Emerging Risk

Global Regulations and
Unstable Oil Prices

Oil prices continued to rise after the first half
of 2015, reaching an average of USD 64 per
barrel in December 2017. It is still difficult to
predict changes in oil prices due to deepening
protectionist policies, and unstable geopolitical
situations in the Middle East. Oil prices generally
fluctuate as demand and supply change due to
global economic conditions, natural disasters
such as weather, and problems arising from
business operations. In addition, the opinions of
local governments largely affect oil prices.

Thus, countries with a high dependence on
crude oil imports, such as Korea, may be more
affected by these local governments. The local
government policies are projected to have
greater impact on businesses, especially as the
governments strengthen regulations.

Changes in oil prices and production costs of
petroleum products affected by global economic
conditions may lead to unstable profits,
cash flow, and profit structure. In particular,
high dependence on crude oil imports can
significantly affect corporate finance, as crude
oil prices change during the period between
shipment and arrival.

In addition, governmental regulations and
standards for petrochemicals products
should be considered while doing business.
Violation of environmental regulations may
also lead to significant financial consequences.
Tightened regulations in the U.S.A., Europe,
and emerging markets, including China, can
serve as an opportunity in business areas such
as lubricant production.

‘Enhance competitiveness to become a global

trading company by adopting operational
optimization techniques that effectively utilize
market dynamics.

Adopt desulfurization equipment in response

to tightened global regulations on petroleum
products, and develop high-quality lubricants
that meet global standard requirements.

Overview - Business Review - Sustainability Material Issues - Sustainability Performance Review - Appendix

Fair Trade and
Sales of Products

Ethical management, including fair trade, is
critical to operate businesses. Currently, the
importance of executing fair trade between oil
refineries and gas stations, as well as calculating
reasonable oil prices has increased.

In the case of SK innovation, 30.7% of domestic
gas stations belong to SK, and our market share
was recorded at 32.4%. This indicates that various
risks may occur as we execute a large amount of
transactions.

In the process of establishing business relations
with subsidiaries and affiliates, there were some
cases of violations of the Monopoly Regulation
and Fair-Trade Act.

We have not received any legal sanctions for
the past five years, since these issues have not
occurred. However, activities such as restricting
competition to secure gas stations in order to
maintain market share may result in corrective
actions, penalties, and fines, thereby negatively
affecting corporate finance and reputation. In
addition, consumers’ distrust of domestic oil
prices can have a negative impact on brand loyalty.
Thus, it is necessary to actively communicate with
customers.

-Require affiliates to cooperate with our business

compliance team in headquarters to check
whether illegal support is provided when
transactions are made.

-Strengthen monitoring for unfair trade

practices with suppliers, including abuse of
trade superiority, as regulations on unfair trade
practices between large and SMEs are expected
to be tightened.
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Risk Management

SKinnovation analyzed environmental and social changes on a regular basis to determine long-term risk factors for the overall business and came
up with measures to respond effectively to such risks.

AP
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Climate Change

Following the adoption of the Paris Climate
Change Agreement in December 2015, social
interests in climate change increased in multiple
areas, including the environment.

Recently, Korean society has faced growing
concern about the fine dust generated from fossil
fuel consumption. Accordingly, the government
announced the development of an incentive
system to promote the sale of electric vehicles,
and carmakers announced a reduction in the
sales of internal-combustion engine vehicles.

Investment and production costs are rising, as
reduction of greenhouse gas emissions is required
in the petroleum refining, transportation and
distribution industries. Attracting investment in
the long-term is projected to be difficult since the
World Bank announced it would stop investing in
the oil drilling business starting in 2019.

In Korea, as the government tightens environmental
regulations on fine dust, facility investment costs
may increase. Furthermore, the government’s
announcement to expand subsidies for the
purchase of EVs, and the subsequent launch
of EVs, hydrogen powered vehicles, and hybrid
vehicles to replace gasoline and diesel vehicles
can have a negative financial impact. On the
other hand, strengthened global regulations and
the advancement of EV technology are expected
to contribute to the market expansion of eco-
friendly EVs.

-Establish strategies and procedures for emission

trading scheme to comply with regulations and
respond to market changes.

-Increase R&D and investment (i.e. develop next-

generation batteries of electric vehicles for
long-distance driving, etc.), and construct new
production facilities.

- Mitigate greenhouse gas emissions (e.g., reduce

by 60,000 tons a year by promoting various
projects at workplaces).
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Ethical Management

Stronger legal regulations on ethical management in the
global business environment and increasing demand from
stakeholders for such practices underscore the need for
companies to conduct business in a more transparent and
legally compliant manner.

Therefore, SK innovation established its Code of Ethics and
Guidelines based on SK Group’s management philosophy
SKMS (SK Management System) and continues to make
updates as necessary. Moreover, the company plans to
upgrade the company’s ethical management system by
establishing an ethical management training platform and
a supplier ethics training plan, and continues to supplement
the company’s management of the compliance program.

— Ethical Management Principles

SK innovation has enacted a Code of Ethics specifying the principles
that employees should honor. This Code is updated regularly to reflect
recent changes in the business environment, more restricted external
regulation and practices, and lessons learned in business activities (last
update completed in April 2017). All employees of SK innovation, as
well as its investment companies, including overseas subsidiaries, are
obligated to observe the Code, and the company also recommends
that companies that SK innovation partially owns, or business part-
ners that the company does business with or have a contractual rela-
tionship with the company, adopt and follow the Code.

In addition, the Business Conduct Guidelines include case studies
which provide practice guidelines, and FAQ section on the Code of
Ethics Guideline for any questions employees may have.

— Internalizing the Ethical Awareness Company-Wide
Ethical Management Workshop

SK innovation hosts an annual Ethical Management Workshop led by
leaders to discuss ethical dilemmas and risk case studies. The workshop
is autonomously held by each division, and the first and second work-
shops are led by executives and team leaders respectively. In 2017, the
workshop’s topic was case studies from audits over the past three years
and cases of ethical dilemmas. The attendance rate for this workshop
was 93%.
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Strengthening Employee Ethics Training

SK innovation holds ethical training year-round in order to strengthen
employees’ commitment ethics. In 2017, training was expanded to
cover all employees, including international employees. In addition, the
company has enhanced employees’ ethics compliance by sharing key
issues they may face during the course of their work.

e Ethical Training Performance

Classification Number of Participants Hours of Training

Offline training 1,121persons 939hours

5,893persons 2,947hours

Onlinetraining

Ethical Management Survey

To understand employee’s level of awareness of, and identify weak
areas in, the ethical management framework, the company conducts
an annual ethical management survey. In 2017, 80% of all employees
participated in the survey for ethical management. After consultation
with the related departments, answers to the main questions employ-
ees had that were identified through the survey were shared with all
employees. In addition, company-wide efforts to strengthen aware-
ness were made by collecting Ethical Management Commitment Let-
ters from employees after the survey.

o Composition of Ethical Management Survey

Self-Assessment Survey for Executives

Questions Multiple Choice Essay

-Diagnose level of ethical management
of leaders per stakeholder Ethical

chgiggnqudgstlieons (emplqyees, shareholder, customer,  conflictadvice
+2essay business partner, community) and examples
) - Level of internalization of ethical of unethical
questions practice framework and culture is behavior

excluded from topics of review

Employee Survey (including International Employee)

Questions Multiple Choice Essay
- Level of Code of Ethics compliance )
28 multiple by stakeholder Ethical
choice questions - Level of company’s ethical conflictadvice
+2essay management practice framework and examples
questions - Level of internalization of company’s OL%T]?J;IOC?I

ethical management practice culture
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— Strengthening Ethical Management
Communication

To increase management and oversight of ethics management within
the company, SK innovation has opened communication channels,
including the Ethics Consultation Center and Ethical Management
website, through which it receives reports and requests for consulta-
tions on unethical behavior. In May 2017, we added ethical manage-
ment pages to our intranet to ensure accessibility for employees. We
also provide a reward program for informants, in order to encourage
active participation from employees and stakeholders. The identity of
the informant and the content of the information received are strictly
kept confidential to prevent any possible backlash.

As of 2017, a total of 95 reports and consultations were filed. After
excluding inquiries, mistaken reports, double-counted cases, and
reports on other companies, there was a total of 60 cases. All reported
content was investigated and sent to the related department for fol-
low-up measures, while answers were provided for consultations. Cus-
tomer complaints were referred to the customer service department.
In 15 reported cases that were investigated, one was a violation of the
Employee Code of Ethics (Receipt of entertainment by suppliers). Fol-
low up for the employees involved were done by HR.

© Number of Ethical Management Related Reports
and Consultation Cases

Number of Cases by Stakeholder (Unit: Case)
Type Report  Consultation Complaint Total
Customer - - 13 13
Business Partners 1 - 2 3
Employees ' - 7 - 7
Others &Anonymoust 14 2 21 37
Total s 9 36 60
Breakdown of Cases by Follow-up (Unit: Case)

Cases Transferredto  Others (Unconfirmed
Relevant Department or Dismissed)

15 16 29

Investigation (Audit)

Number of Ethical Consultations via Ethics
— Consultation Center or Ethics Management Website

(Unit: Case)
101
60
52
2015 2016 2017
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Ethical Management

— Creating a Transparent Supply Chain

Survey on Abuse of Position of Power

As it is expected that regulations on unfair trade practices between
large corporations and small companies will be stricter going forward,
the company is continuing to strengthen monitoring of any unfair
practices with suppliers, such as an employees’ abuse of power. As
part of this effort, the company conducts surveys on abuse of position
of power of all domestic suppliers every two years”, and assesses
carefully whether there have been any cases that the company abuses
the superior status unfairly or infringes on ethical management. In
addition, in the case that an in-depth investigation is required, some
suppliers will be visited for in-person interviews.

Note 1) The latest survey was conducted in 2016, next survey to be conducted in
2018

Establishing a Culture of Fair Trade

SK innovation has embarked on a campaign with its suppliers and
other external stakeholders to not give or receive holiday or congratu-
latory gifts in order to strictly prevent any possibilities of unfair trans-
actions. Employees who receive gifts are required to submit a descrip-
tion of the gift to his/her reporting team at their business site. Gifts
that cannot be returned are sent to relief agencies and child welfare
organizations as part of SK innovation’s social contribution activities.

Official letter of request for
cooperation to not give or receive
holidays or congratulatory gifts
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— Compliance Organization

SK innovation and three subsidiaries (SK energy, SK global chemical,
SK lubricants) have each appointed a Chief Compliance Officer (CCO)
to oversee and manage each company’s Fair Trade Compliance Pro-
gram (CP). The CCO establishes the CP implementation plan, oversees
the implementation process, and reports the CP performance and
plan to the Board of Directors semiannually.

— Compliance Management System

SK innovation has established a Fair Trade Compliance Program (CP)
to enhance transparency in transaction and to promote fair competi-
tion within the supply chain. The company also defines seven major
elements and establishes detailed management guidelines for each
element to manage SK innovation and five subsidiaries strictly.

The Seven Factors of the Compliance Program

Declaration of the CEQ’s Commitment

%
|

and Interest

(ﬁ} _ Appointmentof
Chief Compliance Officer
E:_Jﬂ Publicatio_n and Distribution of
Compliance Handbooks
@ Compliance Training -\
oR0o L
Internal Monitoring System - A
Disciplinary Action on Violations -\
Documentation Database —
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— Reinforcing Internal Compliance Monitoring

SK innovation obligates consultation from the HQ Business Compli-
ance Team before engaging in inter-company transactions with affil-
iated companies to monitor for any possibility of unfair support, and
has provided fair trade consultations in over 200 cases.

In 2017, the company has established a virtuous circle of Tcompli-
ance risk diagnosis by organization = examination — training —
performance measurement and improvement] to enhance risk
management measures. As the first step, the company has diagnosed
compliance risk by division and type for 110 business departments of
SK innovation. Based on this diagnosis, issues related to each division
were identified to conduct training and make improvements. In 2018,
the company will operate and improve the framework, and continue
to oversee all subsidiaries of SK innovation.

- Adoption of the Fair Trade Compliance Declaration and
Compliance Standards
- CEO’s declaration of company policies for fair trade compliance

-Head of Sustainability Management Division (SK innovation),
Head of External Affairs Cooperation Office (SK energy),
Head of Planning Office (SK global chemical),
Head of Management Strategy Office (SK lubricants)

-Publication of compliance handbooks
- Publication of Compliance compliance guidelines

-Compliance seminars foremployees
-Compliance experttraining
-Specialized programs for each business area

- Operating Compliance Committee and Compliance Management
regulations

- Operating compliance organization

- Inspecting compliance practices

-Defining and executing disciplinary measures foremployee
who violated the Fair Trade Act

- Organized management of documentation on compliance activities
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— Strengthening Employee Awareness of Compliance

Providing Compliance Information

In order to provide specific fair trade guidelines to employees, SK
innovation has published and distributed a Compliance Guidebook,
which covers the work process for all transactions and related fair
trade issues. In addition, the company continues to issue the Fair
Trade News Brief and Compliance Letter on a regular basis to raise
awareness of compliance.

Compliance Training

In 2017, the company conducted an internal compliance training ses-
sion, which covered regulations and issues that employees will have
to consider in their work, with the goal of increasing awareness of the
compliance with fair trade regulations. In terms of offline training, the
courses are not only related to fair trade in general, but rather spe-
cific topics for each organization’s business. Similarly, there is a basic
online course for all employees, as well as advanced courses designed
for employees in marketing departments.

In addition, practicing professionals in fair trade are encouraged to
participate in Compliance Research Association activities and external
courses to develop their expertise.

Compliance Training Course

Ethical Management

— Responding to External Regulations on Compliance

In January 2017, the Fair Trade Commission legislated guidelines on
the “Prohibition of Provision of Inappropriate Benefit to Persons with
Special Interest (Article 23-2, Monopoly Regulation and Fair Trade
Act),” in order to strengthen standards of inspection of conglomerates’
inter-company trade. SK innovation has rebuilt its inspection process
on internal transactions that may be subject to investigate and applied
stronger standards in order to mitigate risks in advance.

Furthermore, since the regulatory body is expected to strengthen sur-
veillance on large-scale internal transactions between the affiliates of
large conglomerates, the company has reviewed inter-company trans-
actions of the past five years and improved the monitoring processes
of inter-company transactions.

In addition, in light of the increased cooperation among competition
regulatory authorities across jurisdictions, as well as strengthening reg-
ulations on company mergers, the company has conducted monitoring
and training for the overseas marketing organizations and subsidiaries,
and provided training on the reporting procedures for company con-
solidation employees involved in M&A and company merger work.

Knowledge-sharing seminar regarding pre-merger filing reporting

Subject Target Timing
Transportation Manager Training SKenergy transportation managers April
Online Training: Fair Trade Basic Course All SKinnovation affiliated employees May
Online Training: Fair Trade Advanced Course Divisions related to the Fair Trade Act May
Company Merger Control Regulations and Practice Employees in the M&A departments at SK innovation subsidiaries October

SK lubricants’ overseas marketing department and employees at the

European International Cartel Training Amsterdam subsidiary October
Fair Trade Act Training SKinnovation Materials Division November
Unfair Collective Practice and Agency Act Training SK global chemical’s Chemical Market Development Department November
Fair Trade Training for the Oil Pipeline Business SKenergy Logistics Management Department November
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Employees

For an organization to achieve change and innovation, it
is important to establish a capacity-building system for
employees, who are the foundation of the business, and to
create a sound organizational culture.

SK innovation aims to be a stronger, better company and
not only be better at what we’re good at, but be good
at things we have never done. To achieve this, we foster
employees who can lead “Deep Change”. Furthermore,
in order to promote Deep Change 2.0 in earnest, we will
continue to strengthen communication with employees.
And through this, we will internalize ‘Innovative Way
We Work’ and ‘culture of open communication’ in early
between leader and employees.

® HR model

Confidence in Management Philosophy

The happiness of stakeholder can be achieved with the culture of
the SUPEX Quest through VWBE

VWBE SUPEX
Voluntarily Super excellent level
Willingly (one’s highest skill level)

Brain Engagement

*Extracted from SKMS

® HR Cultivation System

— Talent Development System

SK innovation’s Human Resource Development System

SK innovation pursues our employees to challenge themselves by set-
ting higher goal and take progressive actions based on our manage-
ment philosophy. We believe that leadership, job professionals, and
understanding of SK values are the core values in order to foster our
employees and our HR development system will ultimately lead our
employees to achieve this goal.

Pae-gi

Motivate and challenge yourself to reach higher goals and
boldly push boundaries. Strive to develop the skills you
need to meet the challenge, and embrace teamwork.

Leadership Development for
Executives & Team Leaders
- Assessment-feedback based on ‘Best-fit

Leadership’ model, optimized to each
organization

- Proactive support for development through
leadership training, coaching and workshop

Leadership - Team Synergy entrancement program

Career Development Based on Job

- Development of specialized knowledge and skills

O\@/ based on career paths in each organization
o— —o
SN

- Managerial Function (Strategy, Finance, Marketing,
& HR, etc) and Business Career (M&A, Contract,
Negotiation, etc) Development

- Mid- and long-term training for both degree and

Job non-degree courses

Professionals

Proactive Cultivation of Next-generation Leaders

O - Search for core talent with high growth potentials
and provide a systematic development programs

> General > Team >

Manager
8 manager leader

Next-G . JLDP FLDP HLP
ext-Generation (Junior Leader  (Future Leader (HIPOV Leader
Leader Development Development Program)

Program) Program)

‘ Internalization of Core Values
- Understanding and strengthening practice
of SKMS

- “Innovative Way We Work” methodology

SK Values propagation

Notel) High Potential
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Major Human Resource Development Programs

Virtuous Cycle of ‘Best-Fit-Leadership’ Assessment-Feed-
back-Development

SK innovation’s Human resource team annually defines the ‘Best-fit
Leadership’ that is optimized for each business unit and characteristic
of each organization and provides assess and feedback to each team
leaders and executives. Through this system, all leaders are offered
customized leadership development guidance and they are able to
participate into a customized programs to improve their leadership
skills.

High Potential Leader Development Program

SKinnovation selects employees with high potential for future growth
as candidates for the next-generation leadership program and pro-
vides proactive training. We help them to develop the skills required to
be a proactive leader, such as strategic and financial understanding, as
well as skills in organization and HR management, from early in their
careers.

Define Job Competency and Career Paths for Each Organization

Each organization has implemented its own career paths to create of
VWBE learning culture. For especially Engineers and Researches, team
leaders support their own Individual Development Plan with the cur-
riculum.

SK energy’s Ulsan CLX factory runs an in-house system, CLX University,
to reach the objective of developing globally competitive engineers.
CLX University’s annual program is composed of basic engineering
skills (70 subjects), technical seminars (15 topics), core skills (258
subjects), a new engineer course (5 months), and Leader Initiative
special lectures by leaders (once a quarter). The curriculum and
textbooks are created based on the company’s 56 years of production
facility operational experience and the curriculum implementation
process is strictly managed.

Career Development with Leaders and Subject Matter Experts

Focused on various topics that can contribute to the team’s profes-
sionals, leaders and SME provide knowledge and skills transfer devel-
opment. Leaders & Experts can learn by teaching, as it gives them the
opportunity to organize their experience, while the employees have
the chance to learn from actual knowhow.

Biz Insight Seminar

The Biz Insight is an educational seminar which shares knowledge
and information on global market trends and business activities. The
seminar is held twice a month at lunch time, and an average of 5,000
employees participate in the seminar every year. Thus, the seminar
services as a source of inspiration for employees.
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Employees

— Fair Performance Evaluation and Compensation

SKinnovation requires team leaders to have an interview with employ-
ees on a regular basis, and launches mid-year sessions for teams to
develop employees’ skills and manage their performance. Based on
these activities, we operate a systematic and fair evaluation system to
assess employees’ skills, talents, and achievements. In order to help
employees to have faith in the evaluation results, we double-check the
results, and provide opportunities to raise objections.

The evaluation results are applied not only to promotion assessment
and talent development, but also to compensation. We provide com-
pensation to employees, taking into consideration their achievements
and company’s short- and long-term objectives to improve sustainabil-
ity. In addition, we do not conduct any unfair assessments or engage
in discriminatory compensatory practices when it comes to gender,
age, academic background, or other personal factors.

In 2017, SK innovation became the first Korean conglomerate to agree
to adopt the wage index system. We adopted the system in March 2018,
and expect that this will serve to resolve labor-management conflicts
concerning wages, and to enhance the productivity of employees.

— Performance Evaluation

Target Areas of Evaluation
SKVU/
|Capability/
( Achieve‘ Total |
All regular employees . ment ) . )
— Compensation

Target Principle
All employees on the Strictly differentiated compensation
annua stem based on performance evaluation

Notel) SK Values

Biz Insight Seminar lecture
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— Innovative Way We Work

Based on SK innovation’s belief that acting on SKMS starts from Deep
Change of fundamentals, we are launching “Innovative Way We Work”.

“Innovative Way We Work” means changing the way employees think
about daily tasks. To encourage Innovative Way We Work on-site, we
have developed workshop programs to use for organizational and
position-level workshops, making real, positive contributions to the
company’s competitiveness. In addition, the company identified some
positive cases of Innovative Way We Work, and rewarded the employ-
ees by sharing the cases through company newsletters and the internal
broadcasting service. This kind of promotion helps all employees
internalize the Innovative Way We Work.

Process of Innovative Way We Work

AT A2
Why How \
Why do we \ >\ How do we \
havetodo / | dothiswork?
thiswork? ~ / \ /

13]

What

What do we \<
have to do for

///A’/ }/ | thiswork

“Innovative Way We Work” workshop
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— Creating Great Corporate Culture to Work

Welfare Benefits for Employees

SK innovation runs various programs for our employees, not only to
improve their work environment but also to increase their satisfaction
with and convenience in their personal life. The company sponsors
regular medical check-ups and supports medical expenses, and oper-
ates a severance pay system, as well as a loan system for housing pur-
chases (which includes a reward system for long-tenured employees,
as a token of appreciation for loyalty). In addition, under the belief that
vacations are one’s personal right, the company has abolished the
existing vacation approval process and developed a “vacation notifi-
cation system,” which allows employees to use their holidays at their
own discretion. We encourage employees to take at least two weeks for
a proper break, and to take days off when a public holiday falls in the
middle of the week. We also provide support for family occasions such
as weddings and funerals, and provide use of company-owned resort
and vacation condominiums for our employees’ convenience.

In November 2017, the company instituted Happy Pension System in
addition to the existing Happy Retirement Fund in order to support
the employees’ comfortable and happy retirement years. Every month
the company matches the employees’ contribution into the pension
fund account to support stable retirement fund management.

Happy Retirement Fund Management Method

DC Retirement Fund
Employee (External Company

financial institution)

©° 0 °e@

Contribute 1) Match KRW 200,000/month
KRW 200,000/month 2) Pay Incentive Bonus 10%
(Deduct from wage) * Pay 90% to Employee

Benefits System
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Increasing Communication with Employees

SK innovation operates online and offline communication channels
to encourage communication among all members of the company,
including CEOs, leaders, and employees. To improve its effectiveness,
the company utilizes both on-and offline channels to provide interest-
ing contents, created for diverse purposes and audiences. The com-
pany also operates IT system, and holds events to gather employee
opinions and incorporate them into company management policies
and practices. In addition, the company frequently hosts discussion
sessions where the CEO and employees engage in communication
about the future direction of the company. Another key feature is
“iCON (innovation Communication ON)”, which is composed of 250
employees selected by the company to be the bridge between leaders
and employees and the Change Facilitator, who helps meaningful,
employee- led communication.

The company also holds regular executive, team leader, and employee
workshops in order to ensure that the CEOs, leaders, and employees
are all working towards the same goals, and to enable swift and flexible
review of objectives and implement improvements in each organization.

Moreover, the company conducts interviews and surveys on a regular
basis to monitor the level of innovation of corporate culture and actively
reflects the opinions and ideas from employees by utilizing collected
results to management activities and improvement of internal system.

Online and Offline Communication Channels

CEO-Employee conversations

Happy Walk

Employees

Communication Channel

Description

An online bulletin board in which employees suggest ideas for the company, such as suggestions regarding
tong tong organizational operations and systems, or make inquiries, and are given replies on a real-time basis to reinforce

two-way communication

Online Leader’s Blog

CEO’s blog, which covers multiple topics, including major management philosophy and policy, and messages for
employees about each theme to enhance employees’ understanding

Company Broadcasting

A multi-directional communication channel that utilizes internal broadcasts to simultaneously share information

@=

Financial Support

SKHappiness card,
personal pension
supportetc.

K%

Home and Childcare
Support

Holidays and financial
support for family
occasions, maternity/
child care leave,
childcare facility,
tuition fees for children

\&

Health Management

Regular medical
checkup, medical
fee support
(including spouse,
children)

Ls

Hobby/Leisure
Activities
Resort, condo,
fitness center,
in-house group
activity support

10

Household Support

Loans for buying or
renting homes, financial
support fordormitory or

accommodation expenses
when working in regions
outside of Seoul
(including spouse, children)

)
@)

Other

In-house lunch and
dinnerservice,
SK Family card,

long-tenured
employee reward

on management activities, current status of major business activities by each group, and news for employeesin all

System (gbs i ; . e
Y (8bs) workplaces of SKinnovation and its subsidiaries
As an in-company communication messenger and change facilitator, iCON proposes an opinion on any agenda which
iCON needs to collect employees’ opinions, shares various thoughts on current management issues through frequent

communication with leaders, and suggests ideas for facilitating change (about 250 iCONs as of 2017).

CEO-Employee

Expand point of contact between employees and CEOs of SK innovation affiliate companies, hold Comm. Days (Well-

Conversations Comm. Day, chats) for CEO and employees to have direct conversations, and create a culture of “freedom to speak”

Happy Walk is a program where the CEO and employees participate in various cultural and outdoor activities together
Happy Walk outside the workplace, communicate freely with each other, and share meaningful leisure time (CEO of each company

Offline sponsors the walk each month and employees and their family members can participate voluntarily).

Role-Specific Workshop Role—spe_cmc workshops anw for_sharmg of management targets and tasks for change in each group,

and provides an opportunity for discussion and task proposal.

The Leaders Forum is a lecture conducted by internal and external specialists on major business issues, change, and
Leaders Forum A ) : L .

innovation, and shares currentissues on a monthly basis with the CEO, all executives, and team leaders.

As a counseling coaching center that provides support for employees’ mental health and self-development,
Harmonia this program provides consultation and coaching in life, career, work and family areas by in-house professional

counselors and about ten external experts.
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— Respect for Human Rights

Human Rights Protection and Due Diligence Policy

With the aim of preventing any infringement of human rights in con-
duct of business or business relations, SK innovation enacts recruit-
ment and cultivation strategies while taking human rights issues into
consideration, as well as a Safety, Health, and Environment (SHE)
policy and a Code of Ethics. SK innovation also strictly complies with
human rights protection principles in business activities.

We joined the UN Global Compact (UNGC), a global sustainability man-
agement initiative, in October 2007, in order to fulfill social responsi-
bilities and demonstrate our commitment to corporate citizenship. We
also clarified support for ten principles in four sectors, including human
rights, labor, environment, and anti-corruption.

® Human Rights Policy and Scope of Application

« First, SKinnovation shall respect all its employees’ dignity and value
ashumansin order to achieve sustainable happiness.

+ Second, SKinnovation shall do its best to maintain a good work
environment on the basis of good morale, so that all its employees
can pursue happiness.

« Third, SKinnovation shall support and respect the human rights
protection and labor standards of labor-related international
organizations such as the UN and ILO, and shall not discriminate on the
basis of any grounds including gender, race, nationality, religion, or age.

« Fourth, SKinnovation shall comply with its human rights policies
and the labor laws of the relevant country or region where it has work
sites, and affirm that this policy is the basic duty of all suppliers and
business partners having business relations with SK innovation.

Fair Opportunity for Recruitment

SK innovation ensures socially equal recruitment, which is open and
fair for everyone. Evaluation by documents and written examination is
thoroughly conducted independently in cooperation with an external
specialized institution. With the introduction of blind review, the com-
pany strictly blocks any disadvantage for specific reasons such as aca-
demic background or gender and operates transparent recruitment
principles and procedures.

We also give additional points to people with disabilities, patriots,
and veterans to create social value and reinforce recruitment for
disadvantaged people in employment. Since 2016, the company has
formally operated the process of open recruitment for people with dis-
abilities. We will add open recruitment for men of national merit (patriots
and veterans) to expand socially fair employment beginning in 2018.

Support for the Growth of Female Employees

SK innovation operates W-Network, an in-company female council,
to prevent any unfair practices which, can be experienced by female
employees, and promotes a female-friendly corporate culture. W-Net-
work focuses on discussing issues such as the improvement of female-

friendly policies and systems, expanding recruitment of female employ-
ees, support for skill development, and creation of a female-friendly
working environment. For these efforts, SK innovation received a presi-
dential citation for “Fair Employment of Men and Women” in 2018.

® Activity System for Addressing Female Issues in Each Position

Staff - Assistant Manager - Director -
| Assistant Manager || Manager , TeamDirector |
Expansion of " Minimization of "\ Promotion of

female workforce /career interruption/ leader growth

Expansion of open  Exemption of evaluation Recruitment of HIPO

HR recruitment for new for employees Cligh P ial
system employees (30% on career break : ( ‘% ote|l1t|a )
maintained) (6 months or over) EmElREmeEes
Development Female leadership _Femaleteam
of female workshop for managers/ director candidate
employees directors (group course) (groﬁ%ucrgi se)
Automatic conversion
Work-life system for childcare leave
balance Expansion of in-company
daycare center
Improvement Reflection of diversity module in training for workers in
of awareness charge (included in case of training for a newly appointed
and culture team director)

Securing Work and Life Balance

SK innovation creates a flexible working environment to help employees
maintain a balance between work and life. For the first time in the indus-
try, we have implemented a “flexible work system,” where employees are
autonomously allowed to adjust their commuting times, and adopted a
smart work system to simplify the procedure of meeting and reporting
to improve work efficiency. The company also runs an automatic con-
version system for childcare leave to allow employees to apply for one-
year childcare leave automatically when they apply for parental leave so
that any employee with a child can carry out childcare without burden.
In addition, we operate a nursing room/female lounge for women during
pregnancy and contribute to ensuring work and life balance by expand-
ing an in-company daycare center in 2016.

In 2017, we received family-friendly company certification from the Min-
istry of Gender Equality and Family in recognition of these efforts.

Prevention of Sexual Harassment

SK innovation provides sexual harassment prevention training to
improve employees’ awareness of sex-related human rights and
strictly prohibits any sexual harassment in the company. In addition
to annual online education, we routinely offer the values process for
promoted employees and offline education programs for both new
and experienced employees. The company also operates an in-com-
pany sexual harassment grievance consultation center; when a sexual
harassment case is reported, we organize an investigative committee,
including a female lawyer, and strictly deal with in-company sexual
issues by evicting the perpetrator once their guilt is verified.
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Supply Chain Management

Considering the current global business environment,
supply chain management is becoming significantly
important for the operation and reputation of company.
In particular, with increased demand from stakeholders
for corporate compliance with social responsibility, it is
crucial to deal with potential risks in the overall company’s
value chain in advance. A company should enhance
competitiveness by securing stable suppliers and pursue
sustainable growth by managing any risks from suppliers.

SK innovation has established a supply chain management
system and managed the sustainability of suppliers
through continuous evaluation and monitoring.

— Supply Chain Management Policy

SKinnovation’s supply chain management strategy entails comprehen-
sively considering various aspects for total cost ownership, reliability,
on-time delivery and customer service level, SHE (Safety, Health, Envi-
ronment) management and risk management for financial and non-
financial elements (ESG).

In addition, with the aim of creating a fair and transparent trade envi-
ronment and ensuring sustainability management for suppliers, the
company enacted the Supplier Code of Conduct and Purchase Code
of Ethics in 2017 and conducted systemic management for the entire
purchasing process, including the registration and evaluation of sup-
pliers and the purchase contract management by through e-Procure-
ment System (BiOK).

Purchase Code of proclamation, UNGC, etc.)

Supply Chain Management

— Current Status of the Supply Chain

SK innovation classifies and manages its critical suppliers by com-
prehensively considering various factors such as transaction size,
substitute products/service, the core technology possession, and the
possibility of risks for non-financial elements (ESG).

Critical suppliers of SK innovation are companies which handle core
raw and subsidiary materials (battery raw materials, additives, cata-
lysts, etc.), and which are related to the business or performance of
large-scale construction or services at major production plants, such
as Ulsan, Incheon, Jeungpyeong, Cheongju and Seosan. As of 2017,
295 companies are classified as critical suppliers, from a total of 3,030
suppliers. Also, we are expanding the scope of the supply chain man-
agement to secondary suppliers (Non-Tier 1), in the case of large-scale
construction, service and some equipment suppliers at major produc-
tion plants and suppliers with a high possibility of having issues related
to fair transaction.

o Current Status of Suppliers in 2017
(Unit: Number of company, %)

Classification Number of - Percentage of
Tierl Total Suppliers? 3,030 100
Critical Suppliers 295 85
Non-Tier1 Critical Suppliers? 57 -

Note 1) Suppliers with recorded transaction performance within the past three years
Note 2) Intermediate contractors with regard to large-scale construction and services
at a major production plant, or items of a certain scale (data from SK E&C and

Major Contents of the
Supplier Code of

Happynarae)
E Compliance with fair trade, transparent transaction,
: laws and international agreements (human rights
Major Contents of the § & o Amount of Procurement
(Unit: KRW 100 million, %)
Human rights and labor issues, safety and health, Classification 2015 2016 2017
management of environment-friendly business
sites, compliance with corporate ethics, prohibition Amount of Procurement 7,436 9,536 11,866
of the use of conflict minerals, establishment of S
Conduct management system, etc. Amount of Local Procurement” 3,767 4,833 7371
Ratio of Local Procurement” 51 51 62

Screen of e-Procurement System (BiOK)

Note 1) Limited to Korea



SK innovation Sustainability Report 2017

— Sustainable Supply Chain Management

SK innovation conducts economic, social, safety and environmental
risk assessment and monitoring both new and existing suppliers. In
particular, we monitor economic risk elements on a real-time basis
based on the materials of major credit-rating institutions and also
manage non-financial risk elements by evaluating human rights/labor
and environment issues on a regular basis for any suppliers with a
high-risk possibility. For suppliers which acquire excellent outcome

Process of Sustainable Supply Chain Management

Global Guidelines

UNGC Principle

OECD MINE Guidelines o1
: Policy

- Purchase Code of Ethics

o -supplier Code of Conduct
Internal Criteria P PP DS

Enhancement of
Competitiveness

Risk Management

Consideration of economic, social,
safety and environmental aspects A

Preventive Actions for Sustainable Supply Chain

SK innovation conducts a pre-evaluation of suppliers in terms of
economic, social, safety, and environmental aspects in pursuit of the
goal to carry out sustainable supply chain management. In particular,
the company ensures compliance with the Supplier Code of Conduct
through the e-Procurement System (BiOK), and registers and evalu-
ates new suppliers. If a supplier fails to meet a certain standard, the
supplier is excluded from the list of registered SK innovation suppliers
in order to mitigate risks from the stage of supplier registration.

In 2017, the number of newly recruited suppliers was 384, all of which
were registered after pre-evaluation was completed.

066

through regular monitoring and audit, we provide them with numer-
ous benefits, such as exemption from deposits and qualification of
participating in the maintenance unit. For those suppliers which fail
to meet the evaluation criteria, we take various measures such as
requesting corrections and ending transaction relations.

= e
=Y .
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> ‘Monitoring‘ > ‘ Action ‘

-Support for excellent suppliers

based on evaluation outcome

- Corrective measures in accordance |
with sanction standards (warning,

statement, actual inspection, etc.) / suspension of transaction,

4 _ cancelation of registration, etc.)

- Pre-evaluation (evaluation for
supplier registration)

-Contract provisions
- Regularevaluation (written

y

Pre-Evaluation for Supply Chain (Unit: Number of company, %)

Classification 2015 2016 2017
Number of Newly Registered
Suppliers 304 335 384
Number of Suppliers for Economic,
Social, Safety and Environmental 304 335 384
Evaluation
Ratio of Pre-Evaluation 100 100 100

Target for 2020

To maintain aratio of1 OO%
for pre-evaluation of newly registered suppliers
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Evaluation of Risks in the Supply Chain

SK innovation identifies major risk elements, which can occur in the
economic, social, safety and environmental aspects and conducts reg-
ular evaluations for suppliers which have potential ESG risk factors.

In particular, when it comes to high-risk suppliers, we conduct third-
party audit and visit-based investigations to reinforce monitoring and
manage ESG risks.

Supplier Risk Evaluation Results in 2017
(Unit: Number of company, %)

- Number of
Classification héfég:e?tssk Target Company High Risks
(Ratio”)
Financial risk such as
financial rating and
financial information
Economy change,etc. Total 3,030 46
Unfair transactions such suppliers (100) (1.5)
as collusion, violation of
ethics laws and regula-
tions, etc.
Human rights,
Society labor, etc. . . .
i ; Business site
Confl@ﬁ mmeratﬁ ) _Construction
Large-scalesafetyand ~ and service,
3nvit|'onfrlwiantil acq- e Chemicals
seean Sa((s)‘le;saaegeeItZ) © handling_ 832 201
» §3s leakage, etc. companies, (27.4) (24)

Violation of environmen-

Environment tal regulations and laws Battery

-Raw and
Level of establishment  subsidiary
and management of materials, etc.
SHE management
system

Note 1) The high-risk ratio is calculated by % compared to evaluation target
companies.

SK innovation fundamentally prohibits the use of conflict
minerals based on the Supplier Code of Conduct. Under the
principle, the company strengthens the management for major
raw materials suppliers with a high level of risk for using conflict
minerals. In particular, we prevent human rights infringement
such as child exploitation in trade of cobalt, raw materials for
batteries, by reinforcing monitoring for suppliers.

%]
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Supply Chain Management

Supplier Risk Evaluation Results in the Method
(Unit: Number of company, %)

Classification 2017

Tier 1 Total Suppliers 3,030
ESGEvaluation 300
'—'\'/\lrittenrlh'spectiorh N R 2,886
“onsitemspectiont 9
- Third-Party Audit?) 52
Ratioof Evaluation 100

Non-Tier 1 Critical Suppliers 57
ESG Evaluation s
Ratio of Evaluation T 100

Note 1) Includes companies for regular annual evaluations, especially those which
conduct large-scale construction projects and service at major production plants,
such as Ulsan and Incheon

Note 2) Includes target companies for annual evaluation by a government-led mutual
growth committee as a company with a high possibility of risk in fair trade.

Target for 2020

To maintain TO Q% of suppliers’ evaluation rate

Total suppliers (Tier 1) and critical Non-Tierl suppliers are included.

Corrective Measures

For any suppliers which need improvement based on the diagnosis
and evaluation results, SK innovation requests them to establish a
plan for corrective measures and improve risk elements (including
ESG risks). Through these efforts, approximately 30% of suppliers
with a high possibility of risk have improved risk management.

Despite this outcome, in 2017, the total number of suppliers under
sanctions based on diagnosis and evaluation results was seven; of
them, two suppliers faced permanent suspension of transactions
due to severe policy violations when it comes to ethical issues and
infringement on fair and transparent trade.

Corrective Measures for Supplier Risks

(Unit: %, case)

Classification 2017

Ratio of the Establishment of an Improvement Plan for

X ) . 30
High-Risk Suppliers
Ratio of ESG Performance Improvement in the 12 Months 100
after an Improvement Plan is Made
Measure for the Suspension of Transaction 7Y
- Temporary Suspension 5
-Permanent Suspension . 2

Note 1) Decisions made by Sanction Review Committee



SKinnovation Sustainability Report 2017

Social Contribution

As a leading energy and petrochemical company, SK
innovation’s objective is to create not only economic value
but also social value, and to spread and recreate that value
and help generate happiness for all our stakeholders. Our
guiding principle for our social corporate responsibility is
“company creating and sharing sustainable happiness”.
Under this principle, the company strives to find innovative
ways to help resolve some of society’s most fundamental
problems, and engage in meaningful activities that we
believe help the socially vulnerable.

SK innovation will continue to share all our resources to
create social value and create sustainable happiness for all
our stakeholders and grow into a respected and beloved
company.

® SKinnovation CSR Framework

— CSR Implementation System

Under the slogan of “Happlnnovation (Happiness + Innovation)”,
which is a combination of the company’s name ‘Innovation’ and the
company’s core value ‘Happiness’, SK innovation’s CSR implemen-
tation system is composed of three core activities, with the aim of
becoming a company creating and sharing sustainable happiness. The
three areas are Social Innovation, which involves creating a network
of social enterprises to help create jobs for the socially disadvantaged
and to help social enterprises to become more competitive; Green
Innovation, creating sustainable environmental value focused on our
regional workplace; and Happy Innovation, where everyone recog-
nizes and takes part in the company’s social responsibilities and works
together for the development of the local community.

HAPPINNOVATION

Innovation for Happiness

Social Innovation

Addressing social issues

Green Innovation
Sustainable environment

Happy Innovation
Win-win growth with

inaninnovative manner

local communities

N

- Discover and support social enterprise
- Supportstar social enterprise
- Create social enterprise network

« Implement environmental protection
policies at local business site

« Environment & Energy training

« Support for the disadvantaged with
developmental disorders

« Helpingelderly living alone
+ Shared growth with the local community
« Donations (1% Happiness sharing)

QOverview - Business Review -
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— Value Creation by Fostering Social Enterprises

SK innovation provides support for social enterprises, and fosters
high-potential social enterprises to contribute to addressing diverse
social issues. In addition to domestic sites, we operate a social enter-
prise in Peru where the company operates a business site to promote
development of the region’s agriculture”.

Notel) Refer to p.43

Objective: Job creation for socially
disadvantaged people and support
independence through conversion to social [

enterprise Morethan Co., Ltd

Project overview: select business through open
RFPs and provide infrastructure investment and r

consulting to the selected business for three MOA
years Social cooperative

- First round (2013~2015),
Second round (2014~2016), -
Third round (2015~2017) Squeaky Clean Dry

- Total 238 institutions submitted proposals, 13 | Cleaning(LLC
businesses selected

- First and second round projects were focused Well-bei
on seniors, third round expanded to disabled/ Well-being. .
women/multicultural backgrounds Social cooperative

Support provided: facilities investment,
legal- labor relations - accounting- marketing

training, consulting for social enterprise Chunuri Jeonju
conversion, job capacity-building training for L Bread Inc.

socially disadvantaged employees, developing
markets, pro bono support .

Results: Sharingtogether

Social cooperative

- 11 business were converted into social
economic institutions

- jobs created: 260
(211 seniors, 24 disabled people,
12 North Korean defectors)

Star Social Enterprise Project

SK innovation recognized that there is a need for strong social enter-
prises that can exist and survive independently, as social enterprises
are generally less competitive with less chance of survival compared
to profit companies due to the fact that they are non-profit and hire
socially disadvantaged people.

In 2017, the company selected Chunuri Jeonju Bread Inc. and More-
than Co., Ltd as ‘Star Social Enterprise’ and provided focused support.
These two companies were selected based on growth potential, job
creation effect, and social values of the business. We shared the com-
pany’s resources and infrastructure including business consulting,
advice on strengthening product competitiveness, pro bono activity
support, advertising and marketing, developing sales networks, and
impact investing. This support helped improve the company’s sales,
employment, brand recognition and other performances for the
company to successfully develop into a star social enterprise. The
company is creating such social ecosystem to help local community
development, first focusing on Ulsan, Incheon, Seosan, Jungpyoeong
and other areas where our facilities are located.
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Social Contribution

Projects to Discover and Support Social Enterprises

SK innovation has selected 13 Biz. Model for from five consecutive
2013 to 2017, and helped them to turn into social enterprises or social
co-operatives by sharing infrastructures for tangible and intangible
assets. Of the 13, 11 companies completed transformation into social
enterprises or co-operatives as of the end of 2017. A total of 260 peo-
ple of the vulnerable in society—the elderly, North Korean defectors,
women on a career break, the disabled, etc.—were hired.

- WestGyeariggl 12 Nodthern . Clean dry-cleanin

Gyeonggi -« .. Social cooperative

) o §eoulQ:

............................................. Seongnam Rice Cake
Social cooperative

Jecheon -
ochungBUk"-~- ..... N .
v b . Rural Community

" Research Institute

_____},,..-~--Jéb’nbuk Journey together

Corporation

9 Daejeon o Andong

. Cheongwon
S Senior Food

Social cooperative

Q Younggwang B
Senior Safe
Parcel Service

— Star Social Enterprise Fostering Plan

® First round Star Social Enterprise’s development and stability into
independence

© Continue second, third round Star Social Enterprise support and
create social value

First round Second round Third round
Social Enterprise Social Enterprise Social Enterprise

Assess probability
of independence

SUSTAINABILITY —

TIME—>

Second round  Third round
Start Start
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Star Social Enterprise 1. Chunuri Jeonju Bread Inc.

Jeonju bibim bread is a representative product of Chunuri Jeonju
Bread Inc., a earning recognition as a local specialty of Jeonju. The
bibim bread had a backstory as ‘not a profit making bread” and
became famous from word of mouth and sales skyrocketed. SK inno-
vation was an initial investor in 2013, and since then we have estab-
lished a shared infra open platform by cooperating with the Group and
relevant parties, and provided all-round support to foster this bread
company as a Star Social Enterprise, which has become a successful
case of a social enterprise. Jeonju bibim bread’s growth contributes
to the regional economy by using local agricultural products and out-
sourcing production to new social enterprises in the region to support
job creation and increased revenues, and by revitalizing Jeonju’s com-
mercial area. As of end 2017, Jeonju Bread opened a shop in Jeonju
Hanok Village and is expanding its bibim bread by helping establish
Jeonbuk economy revitalization platform through the ‘Jeonbuk Social
Economy Alliance’.

® Open Platform for Shared Infrastructure

Jeonju bread’s employees

-SKinfrastructure open

> X - Develop sales network,
SK 'innovation advertising

-Advertising, strategy, accounting,
I platform marketing

- Walkerhill R&D hygiene management
-Support for process improvements,

-Impact investing
-Pop up shops at
department stores

-Executed entire project photography

-Expand distribution
channels

-Strengthen product
competitiveness

-Share local infrastructure
such as space in Hanok
Village

Chunuri Jeonju Bread Inc.

- Pro bono volunteer activity
- SE performance evaluation

-Impact investing
-Pro bono

- Strengthen product
competitiveness

® Jeonju Bread Business Performance

Increase in income for

Job creation the socially disadvantaged

Increase of average

monthly sales Annual sales increase

(Unit: Person) (Unit: KRW ten thousand)
8times’l\ 11tim954\
e / @@ 20
Start of business Average wage of socially
disadvantaged seniors
(__Xie] (Wi
2017 Average wage at Jeonju Bread
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(Unit: KRW 100 million) (Unit: KRW 100 million)

26times/[\

@® KRW 5 million

Start of business .
times T

. 13 @e 3 >

2017 2016

G 1./ G 5.3

2018 2017
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Star Social Enterprise 2. Morethan Co., Ltd (Brand: CONTINEW)

Morethan Co., Ltd, a social enterprise selected in the third round SE
project in 2015, manufactures bags, wallets and other fashion acces-
sories from upcycled discarded materials from automobiles such as
leather seats and airbags. The company creates not only eco-friendly
value, but also social value by employing socially disadvantaged
people such as North Korean defectors and women after career inter-
ruption. In 2017, Morethan was selected and is being cultivated as the
second Star Social Enterprise, following Jeonju bibim bread. SK inno-
vation is utilizing the shared infrastructure platform to enhance brand
recognition and expand sales networks. In 2018, we anticipate further
growth of the business through sales via home shopping and duty-
free shops, expanding into the global market, starting production in
Vietnam, and additional creation of jobs.

® Performance of Fostering a Morethan Co., Ltd. (Star Social Enterprise)

— Growthinsales

3 5 (Unit: KRW 100 million)

1
2016 2017
— Increaseinjobs
1 (Unit: Person)
7"
6
2016 2017

Note 1) Includes 7 vulnerable people

Morethan CONTINEW store
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Social Contribution

— Support for the Socially Disadvantaged

Employee donation program

(Sharing Up and Happiness Up)

Since 2007, SK innovation has supported medical, education, liveli-
hood of disabled and socially disadvantaged and other welfare pro-
grams through donations from the employees. Initially the program
was structured for one employee to donate to their desired project
(one sponsorship account for one employee). Examples of projects
include support for children with leukemia and cancer, medical
expenses for elderly people and emergency support for children both
victims of domestic abuse, construction of a classroom in a remote
area of Nepal, and a project to repair the artificial legs of disabled peo-
ple in remote and isolated areas. Since October 2017, it was agreed
that 1% of the base salary of employees will be donated for the shared
growth and welfare support for local communities. This program, now
renamed 1% Happiness Sharing Fund, is structured for the company
to match the amount of donations given by the employees to lay a
foundation for forward-looking, innovative new employee relations
culture. Approximately 90% of employees participate in 1% Happiness
Sharing Fund, and proceeds will be used to support the disadvan-
taged, including medical fee support for children with pediatric can-
cer, independence for the developmentally challenged, livelihood for
low-income families, and creation of social jobs.

© 2017 Employee Donation Program

Medical Medical expense for pediatric
KRW cancer patients
Artificial limbs for the disabled
153,756

Medical expense for elderly
thousand victims of abuse

Livelihood Operating group home facilities
support KRW Lunch box for elderly living alone

85,275 Improving living environment of

2,595 thousand

participants

Children shelter

Amount KRW

323)946 Building classrooms in Pokhari

thousand Education Bhanjyang, a remote and isolated
KRW area of Nepal
Occupational training for the disabled
53'31 5 Education fee for local youth center
thousand Cogpitive therapy for elderly with
dementia

Social
contribution
G Ulsan volunteer expo

31 600 Community care center
2
thousand
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Receiving the presidential prize for Volunteer Work Awards

Happiness Sharing and Bridging Love

(Volunteer Activity by Employees)

In 2004, SK innovation organized “SK Angels (1004) Volunteer Group”
and operates 68 volunteer teams involving every employee as mem-
bers. The main areas of volunteer work provide emotional support to
the elderly living alone, and support independence for children with
developmental disabilities. We focus on conducting in-person activ-
ities in the form of a 1:1 Caring program, so that our activities are not
limited to simple financial support or superficial activities. In 2017, all
employees participated in the volunteer program, 88% said that the
opportunity gave them a better understanding of the disadvantaged,
and 84% said that they felt an increased sense of pride and belonging
as an employee of the company”. Through this activity, the company
has formed partnerships with 40 institutions and schools for kids with
developmental disabilities and 16 senior welfare organizations in local
areas of business sites across the country and engages with more than
4,000 children and 2,100 seniors on an annual basis.

This effort was recognized and the company was awarded the Pres-
idential Prize for Volunteer Work Awards and the Prime Minister of
Health & Welfare Prize selected by Senior Protection Association.

Note 1) Survey results from 2,900 volunteers in 2017

— Employeevolunteer activity participation

(Unit: hour, %)
@ Average hour per person

M Participation rate 100 100
[E— ]
68.3 65.1 61.8
B
- R o
2
.8 73

2011 2012 2013 2014 2015 2016 2017
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® Employee Volunteer Program

For Objective Activity
Children with Society assimilation Hands-on experience
developmental training for training, society

disabilities independent life assimilation training

Happiness

Sharing and
Bridging Love

For Objective Activity
Senior citizens living Alleviate loneliness Matching senior citizens
alone and provide emotional living alone and
support employees (companion),

check for safety hazards

Note 1) Kids dreaming of happiness

Happiness sharing and bridging love activity for senior citizens living alone
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— Regional Mutual Growth Program

Ulsan

SKinnovation has held the Rose Festival at the Ulsan Grand Park Rose
Garden since 2006 when the company created and donated the Ulsan
Grand Park to promote happiness for residents of Ulsan. In 2017, we
held the 11th Rose Festival in partnership with the Ulsan Metropolitan
Government and created memorable experiences for the approxi-
mately 240 thousand visitors from across the country. In addition, the
company supported six enterprises to help create jobs, and carried out
various other activities such as supporting the “Bunch of Happiness”
to help the socially disadvantaged, providing rice, renovating houses
for the senior citizens living alone and sharing kimchi.

Incheon

SK incheon petrochem has organized a mutual-growth community
group with local residents and regularly carries out activities such as
education and HR cultivation, culture and welfare, and community
environment improvements to help the local community. We are
working toward the goal, by 2020, for approximately 30% of local resi-
dents to experience high-quality education programs. As a results, this
program helped resolve issues with local residents regarding factory
operations, and 100 local residents and 219 employees participated
togetherin five SK incheon petrochem sponsored volunteer activities.

® Major programs at Incheon

- Educational facilitiesimprovements
(elementary/ middle school)

- After-school class for elementary school
: -Academic mentoring for middle-school students
Education ) . .
el -Science media summer camp for middle-school students
HR cultivation -Sharing school uniforms of love
-Mentoring through human book program ‘Sonagi’

-Community music concert

-Community Happy Cultural Center

S|\ Al - Shingles vaccination for seniors
program

=Y

P

IEAN
Community

environment
improvements

-Community environment refurbishment program

Seosan and Jeungpyeong

Seosan Plant actively carries out volunteer work for children with
developmental disabilities. From 2016, the plant has engaged with
children with developmental disabilities at Issac Special Nursery Cen-
ter, attending social and cultural events such as musical concerts and
performances. Through these activities, Seosan Plant aims to form a
sense of empathy with the children and help them to prepare to adapt to
society. Other social community activities include cleaning the surround-
ing areas of the plant, participating in a blood drive, and Green PC Dona-
tion of Love (300 of the company’s PCs were refurbished and donated).
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Social Contribution

At Jeungpyeong Plant, the company offers scholarships to students
from low-income and disadvantaged families every year and holds an
event for sharing kimchi for the senior citizens living alone to take the
lead in social contributions in the local community.

Global Social Contribution Program

As a leading energy and petrochemical company, SK innovation con-
tinues to prioritize SK Group’s management principle of pursuing
happiness for all our stakeholders not only in Korea but at our overseas
business sites. In the US, we volunteer at the food banks in Houston and
donate to the Tulsa TRSA Education Program”, and in Singapore, we
sponsored twice a year out for thirty wheelchair-bound senior citizens
living alone.

Note 1) Refer to p.42

— Giving Back with Sports

Jeju Youth Soccer Council

SK energy runs the Youth Soccer Council with the Jeju United profes-
sional soccer team to vitalize sports for kids and to support disadvan-
taged children. The Council sponsors youth soccer camp and youth
soccer tournaments to provide access to the sport and foster a new
generation of young soccer players in Jeju. In 2017, jointly with the
Jeju Free International City Development Center (JDC), we ran the JDC
United Soccer Academy for children from low-income families, and in
2018, we will acquire a social enterprise certification through which we
will launch more diverse programs.

JDCUNITED Soccer Academy

« Period of activity: From 2017

« Target: Children from low-income and disadvantaged families in Jeju
(40 participants in 2017)

« Cooperative institution: Sharing Happiness Local Youth Center,
Saesoon Local Youth Center

« Activities: Soccer programs led by club leaders in the Jeju Youth Soccer
Council as part of talent donation. Twice a month per local youth center

« Future plans: Select two additional local youth centers in Jeju to continue
soccer programs in 2018

SK Sugar Gliders

SK Sugar Gliders, SK sponsored female handball team, has expanded
its “Exciting Handball Class with SK Sugar Gliders” from their home-
town of Uijeongbu Gyeonggi to Seoul Metropolitan Area, as part of its
talent donation program. The classes have become more structured to
make it easier to learn and teach, and we plan to continue expanding
the program in the future.

Exciting Handball Class with SK Sugar Gliders

- Period of activity: From 2013

- Target: Elementary and middle-school students in Uijeonbu,
Seoul, Seoul Metropolitan Area (1,110 students participated in 2017)

- Activities: handball theory and basics, recreation, handball team
tournament and other programs
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SPECIALITY
SOCIAL CONTRIBUTION
ACTIVITIES

Science and Energy Education Projects

SKinnovation operates education programs to help growing
young people to satisfy their curiosity in the science and energy
sector and seek a future career path through various experiences.

Science Mentors for Growing Children

« Period of activity: From 2013

- Cooperative institution: Yuseong-gu District Office of Daejeon
Metropolitan City
« Target: Elementary and middle-school students and students with
disabilities in the region (100 students a year)
« Activities:
- Introduction of research technology, visit to the exhibition hall and
provision of science experience such as riding an electric vehicle
- Science mentoring activity to solve curiosity for science with
researchers through a science class

Job Experience Class for Middle-School Students

« Period of activity: From 2012
- Cooperative institution: Incheon Seo-gu Education Office
- Target: Middle-school students in the free semester system
(892 students of 2017; 2,500 students in total)
« Activities:
- Introduction of knowledge and work related to energy industry,
occupations in the oil-refining industry, visit to plant facilities
- Connection to the future job and company exploration program
by the Ministry of Employment and Labor

Sustainable Environmental Projects

2,500

Accumulated number of people
for the job experience class for
middle-school students

(Unit: Person)

SKinnovation conducts continuous environmental protection activities based on the responsibilities for neighboring natural environment to
business sites. In the process, we enhance a sense of solidarity in cooperation with local residents and contribute to harmony in the region.

Environmental Protection Activity
for Ulsan Forest of Life

« Period of activity: From 2005
« Cooperative institution: Ulsan Forest of Life
« Activities:
- Activity of saving pine trees at Ulsan Daewangam Park
- Activity of planting tea trees at Dajeon Ecological Park
- Removing harmful plants disturbing the ecosystem
(Ulsan Grand Park, Taehwagang River, Dongcheongang River)
- Cultivating Rose of Sharon trees
- Cultivating and taking care of big and old trees

Activity of purifying the environment by

one-company-mountain-stream in Incheon

« Period of activity: From 2006
« Activities:
- Activity of collecting various wastes in the Simgokcheon Stream and
on Wonjeoksan Mountain

Activity of purifying the environment
near Incheon business site

« Period of activity: From 2006
« Activities:
- Collecting waste in the village streets and alleys with a group of
local residents near the business site
- 5 rounds of activities in 2017 (100 local residents and 219
employees participated in the event)
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1,143

Number of participants of
Great Music Festival
(Unit: Person)

319

Number of participants of
Incheon Business Site
Environmental Purification
in2017

(Unit: Person)
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Social Contribution

Support for Improvement of Sociability and Self-Reliance for People
with Developmental Disabilities

SK innovation contributes to physical and emotional development and sociability
improvement for people with developmental disabilities through support for cultural and
art activities such as music and sports and conducts various activities to improve awareness
of developmental disabilities.

Great Music Festival

« Period of activity: From 2017 - Cooperative institution: Heart-Heart Foundation
- Target: Music-related groups for people with disabilities in the country
« Activities:
- Held the 1st Great Music Festival (GMF) in 2017 as a musical contest for people with
developmental disabilities
- 38teams (343 people) and about 800 audiences attended
- 1 team for grand prize (Dream with Ensemble), 1 team for top prize (Sugar Sugar Band),
3 teams for excellent prize and 5 teams for participation prize
- Provided the opportunity to hold a concert in a major event such as in-company concert and bazaar

Raising Hope Baseball Class

- Period of activity: From 2017 - Cooperative institution: SK Wyverns

- Target: Special class students in elementary and middle schools of Incheon
(90 students participate in 2017)
« Activities:
- Operation of a baseball class to help children with developmental disabilities to promote
physical development and improve sociability with SK Wyverns
-1n 2018, the class expands to the ‘Raising Hope Sports Class’ with the participation of
professional teams such as Incheon-originated soccer team (Incheon United FC) and basketball
team (Shinhan Bank S-Bird)

Environmental and Forest Experience Class

- Period of activity: From 2017

- Cooperative institution: Ecological education center Irang, Incheon Center for Disabled
Children and Developmental Disabilities, Incheon Chamber of Commerce

- Target: Elementary school students with developmental disabilities in Incheon
(163 students participated in 2017)
« Activities:
- Operation of a nature-experience class to create the environment for physical and mental
development and promote sociability for children with developmental disabilities
-1n 2018, the class expands to the seasonal forest experience class (Rainbow Forest School),
which is customized for children with developmental disabilities.
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SHE (Safety, Health, Environment) Management

SKinnovation applies the concept of CSV(Creating Shared Value),
which secures trust from the society and grows and develops
with society beyond the conventional concept of social respon-
sibilities such as minimizing accidents and pollutants.

As this is the aim of SHE management pursued by SK innova-
tion, we aim to achieve the status of a global top tier company
by establishing and operating higher SHE standards than legal
requirements and growing into a role model for similar com-
panies in the industry.

® SHE Management System Framework

— SHE Management System

SK innovation has analyzed required management factors for safety
management by global advanced companies, established 13 major
management factors encompassing those analysis results and
reflected the operating system to implement these factors in the com-
pany’s regulation.

In addition, we carry out activities to boost the implementation of a
system based on CEO leadership and perform the SHE audit on a regular
basis to improve and supplement any insufficiencies to set up and
operate a virtuous cycle of “Plan-Do-Check-Action”.

Drive

Occupational Safety Operations Environment

Implementation

and Health Management and Reliability Stewardship
Chemicals SHE Incident Emergency
Management Investigation Management

SHE Leadership

and Accountability

Management of Change

Suppliers’ SHE
Management

SHE Audit

SHE Capability
Development and
Training

SHE Legal Compliance

SHE Stakeholder
Communication

Improvement

<

| keedvack 8

Operation of Occupational Safety and Health
Commission

SK innovation runs the Occupational Safety and Health Commission
at each business site in accordance with the Occupational Safety and
Health Organization. The commission is composed of equal numbers of
labor union members and managers, and includes the representatives
of workers and workplaces.
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In the Occupational Safety and Health Commission, both labor union
and company discuss and decide important safety and health issues
such as raising safety awareness and improving working clothes to
prevent any occupational accidents and improve the working environ-
ment for employees.
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— Chemicals Management System

With increased social awareness of the risk of chemicals and greater
needs for seeking practical management measures, the government
has revamped the existing legal system for managing chemicals, han-
dling chemical accidents and providing relief and reinforced the level
of supervision of chemicals. To deal with these changes, a company
is required not only to identify and collect data for the current status
of chemicals used, but also to manage chemicals more systemically
through the entire process from the introduction of chemicals to the
manufacturing, storing, transporting, selling and disposing of chemicals.

SHE (Safety, Health, Environment)
Management

Integrated Chemicals Management System

SK innovation aims to protect the safety and health of stakeholders
and minimize environmental impacts from business. The company
establishes and operates the Integrated Chemicals Management Sys-
tem so that chemicals can be managed in a safe and systemic manner
through the entire process from adopting raw chemicals and manu-
facturing new chemicals to transporting and selling the materials.

1. Purchasing Chemical Substances ) 2. Producing Chemical Products D 3. Transport and Sale

- Improve Hazard Assessment
and Safety Confirm
- Legal Compliance

Purchasing chemical substances | Prior to a
new chemical substance being purchased, the
company will first assess the level of hazard
and toxicity and check to ensure safe storing
and usage conditions are in place. The Material
Safety Data Sheet(MSDS) is used to confirm
basic hazard and toxicity data. Based on this
data, a hazard assessment is conducted to
evaluate the risk to our stakeholders, suppliers’
employees, local communities and production
facilities, after which a decision is made on
whether to import the relevant chemicals.

If purchasing the chemicals under current
conditions is deemed potentially hazardous,
necessary actions are implemented to
eliminate the risk and to secure conditions
for safe usage of such chemicals. In addition,
all chemicals are registered in the internal
chemicals management system linked to the
company’s procurement system. Information
on any necessary measures, such as licenses
and permits, is supplied to the relevant
department, which ensures that key factors for
legal compliance related to the chemicals are
not overlooked, and information is utilized and
managed in a timely manner.

Lo
o CCN

- Process-Facility Safety Management
- Chemicals Inventory
- MSDS Drafting and Training

Producing chemical products | In order to
prevent external chemical exposure externally
or to persons handling such material, most
of SK innovation’s facilities that store or
handle such material adopt a sealed design.
In particular, we operate a Leak Detection and
repair(LDAR) system to prevent even minor
leaks that many occur in vulnerable areas, such
as control panels or the connectors between
different equipment.

For all chemicals used or produced within
the company, a MSDS is created and used.
This MSDS used to train personnel or supplier
employees about the precautions before they
handle the material. In addition, a copy of the
MSDS is kept on-site to allow everyone to refer
to it. Moreover, a full inventory of all chemicals
within the organization is created to ensure
information, such as the volume produced and
the properties, is managed in a comprehensive
and organized manner.
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B

- Review and Confirm Legal Standards
- Provide MSDS

Transportation and sale | Chemicals generated
in the production process or products that
contain chemicals must comply with domestic
laws. To export overseas, they must also
comply with international conventions, such as
Europe’s Registration, Evaluation, Authorization
and Restriction of CHemicals (REACH).

SK innovation has established a process to
ensure all chemical products manufactured
are in compliance with these standards and all
necessary permits have been obtained prior to
transporting or sale.

In addition, we supply the MSDS directly to
the customer to clearly inform them about
the safety and health information required for
the handling of the material. Stakeholders can
easily access this information online through
the company’s website.
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Emergency Response System

SK innovation operates an emergency response system to strictly
cope with any emergency situations such as fire, explosion, leakage of
toxic gas or natural disaster. With the aim of disseminating and coping
with any incident swiftly, the company has an in-company emergency
response group and establishes and operates safety facilities suitable
for the characteristics of the process in each process to focus on pre-
venting the spread of the incident through early response.

In particular, the Ulsan Complex organizes its emergency response
group based on the office of emergency management and on-site
command office under the supervision of a business director and lead-
ership of a plant director, including technical support, contact, admin-
istrative support, financial support, on-site support, on-site response,
fire extinguishing and prevention squad and personnel control squad.
The emergency response group is operated by systemic division based
on thessize classified into Levels 1to 5.

Implementation of Joint Emergency Response Drill

SK innovation has established a company-wide emergency response
drill system and expanded the existing emergency response drill,
which was previously site-based, to the entire company. With regular
and repetitive implementation, all members of management, includ-
ing the CEO, fully acknowledge the roles of each functional group
and emergency response process in the case of an emergency. These
efforts contribute to dealing with any emergency immediately.

Introduction of the Company-Wide Safety Talk

SK innovation emphasizes the importance of safety and implements
the company-wide Safety Talk system to make safety culture one of the
daily requirements. Before a regular meeting starts, all SK innovation
members are required to share safety-related cases, which enhance
the level of all members’ awareness of safety.

Health Management for Employees

SK innovation prepares health-related facilities and operates various
health programs to allow employees to commit themselves to work
more smoothly in a healthy condition through systemic health man-
agement. In particular, the Ulsan Complex runs an in-company medical
center and provides a support program to present the right direction
for health management and improve daily routines for health. In 2017,
the company provided training for weight management and appro-
priate exercise and health education to prevent lifestyle diseases and
operated the health experience promotion hall; 2,822 employees,
including those from suppliers, participated in health management
programs.
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SK innovation manages the usage of energy based on the ‘Guidelines
for the Operation of Greenhouse Gas and Energy Target Management’
led by the government and collects data through the Greenhouse
Energy Management System. This system is currently being redevel-
oped after the integration of the OIS (Operation Information System)
and will be upgraded to the system, which is optimized to collect the
amount of energy use and GHG emissions at a business site.

Energy Use

SK innovation affiliates established the target of reducing the
amount of energy use by 7.8% compared to BAU by 2025 through
enhancing energy consumption efficiency at major business sites
with high energy consumption such as Ulsan and Incheon. In 2017,
52,763,776MWh was used in total, a decrease of 0.5% compared to the
target of energy use.

GHG Emission

The amount of GHG emissions is calculated on the basis of the Korea
Emission Trading Statement Guidelines. The scope of calculation
includes the petrochemical, chemical and lubricant business sec-
tors, including Ulsan Complex (SK energy, SK global chemical, SK
lubricants), SK Incheon petrochem’s Incheon workplace, as well as
the R&D, logistics, other business sectors; overseas workplaces and
the supply chain are excluded. In 2017, total GHG emissions by SK
innovation were 12,903,207tCO,eq. To deal with the Emission Trading
Scheme more effectively, which has been implemented since 2015,
the company has set and managed a GHG emissions target and a
basic energy use target.

SK innovation affiliates established the target of GHG emissions based
on the NDCs (Nationality Determined Contributions) and aim to reduce
emissions by 7.8% compared to BAU by 2025. In 2018, when the sec-
ondary allocation plan led by the government is determined, the com-
pany will modify the reduction target to align with the national target.

Overview - Business Review - Sustainability Material Issues - - Appendix

Water Resource Management

Major sources of water for SK innovation include the Daecheong Dam,
the Daeam Dam, and Asan Bay. Water usage is calculated based on
the water bills for headquarters and major domestic business sites. In
2017, the total usage of water was 53,071,840m”.

Current Status of Water Pollutants Management

Business Site Wastewater Treatment Facility

Ulsan Complex Wastewater Treatment Facility

Water Pollution Management

SK innovation has installed and operates a high-efficiency biological
wastewater processing facility which uses remote water quality moni-
toring technology and a control system. Polluted wastewater from the
production process is finally discharged through an activated carbon
tower, and a more stringent wastewater discharge concentration level
than the legal standards is applied for strict management. We also
strive to minimize the wastewater discharge by partially recycling pro-
cessed wastewater to be used for fire extinguishing and landscaping.

Treatment Method Emission Site

Biological + Advanced treatment  Public water body (East Sea)

SKenergy (Ulsan) e

Management of Air Pollutants

SKinnovation operates odor-prevention facilities to sustain a pleasant
air environment in the local communities and business sites, and also
runs a channel for reporting civil complaints regarding environmental
issues.

In addition, the company applies an LDAR? system at arsenic acid
discharge facilities, including pumps, flanges, and valves, and mon-
itors such facilities at least once per year to prevent any damage by
hazardous air pollutants (HAPs”). We also monitor the current status
of air pollutants from major discharge facilities at business sites, such
as a heating furnace and boiler by using TMS on a real-time basis to
eradicate any possibility of air pollution.

Note 1) Hazardous Air Pollutants
Note 2) Leak Detection and Repair
Note 3) TMS: Telemetering System

Waste Management

SK innovation manages the amount of waste discharge by using an
independently developed waste management system. Any generated
waste is processed by consigning the task to a specialist company
whose consignment ability is verified, while 60% of the total waste
(approximately 0.1 million tons) is recycled. In particular, in 2017, the
company reduced the amount and cost of waste oil generated by par-
tially disposing of waste oil collected from waste treatment facilities
and re-inputting waste oil to a crude oil tank.

In preparation for the Framework Act on Resource Circulation, which
is supposed to be implemented from 2018, we are deliberating mea-
sures for recycling about 25,000 tons of waste, which is reclaimed and
incinerated, to prevent as much waste as possible and ensure circu-
lated use and appropriate waste treatment. We also proactively imple-
ment waste reduction activities by reinforcing separate collection for
existing waste and finding recycling companies.

According to the results of measuring the concentration level of benzene in Yeocheon-dong, Ulsan where a business site is located, the level
exceeded the environmental standard of 5pg/m? for six consecutive years from 2011 to 2016. Under these circumstances, SK energy and SK global
chemical participated in the ‘Committee for Benzene Air Quality Improvement in Namgu, Ulsan’, which was organized with the Environmental Office
for Nakdonggang River and 16 business sites and implemented activities to reduce air pollutants. Through such efforts, the company contributed to
meeting the environmental standards, according to the Ulsan Yeocheon-dong Measurement Station in 2017.

To continue pollutants reduction activities, the company additionally concluded the “Voluntary Agreement for Benzene Air Pollutants Reduction for
Sustainable Development” with the Office of Nakdonggang River in the presence of the Minister of the Environment in February 2018. Through this, we
have organized the environmental management improvement task force and gradually implemented facility improvement forimprovement items.
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— Efforts for Preventing Oil Spill

Prevention of Marine Pollution

SK innovation prepares work standards and procedures and rein-
forces on-site monitoring practices to prevent any marine pollution
accidents. With monthly marine emergency response drills, we strive
to minimize accident damage and have appointed a marine pollution
prevention manager for each shift group in marine facilities (buoy,
Dolphin, crude oil tank and petroleum product tank) to prevent acci-
dents even on the nighttime shift.

® Current status of oil fence establishment

Initial

Soil Environment Management

SK innovation voluntarily purifies contaminated soil with according
to the agreement of “Voluntary Agreement for the Preservation of Soil
Environment” in order to prevent and manage soil contamination. We
also consign a soil contamination survey to a specialized institution
every two years to determine whether soil is contaminated. If any
site is found to be contaminated, the soil is purified immediately by a
specialized purification company.

® Current Status of Prevention Equipment Purchase in 2017

2,000 800

Split Oil Treatment Agent Split Oil Absorbent
(Unit: 2) (Unit: kg)

== q
H

\Prevention Drill
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Materiality Test

SK innovation conducted internal and external environmental analysis for global sustainability trend, major industrial reporting issues and current
management issues in the company to draw company’s material sustainability issues and identified stakeholders’ opinions and needs by conducting
a survey for core stakeholders.

In the pool of issues identified by multi-faceted analysis, SK innovation identified material issues by considering stakeholders’ interest (impact) and
business relevance, and a final review was conducted by the Board of Directors. As a result of the materiality test process, three material issues from a
total of 35 were selected in 2017.

STEP1. Draw a Pool of Issues

STEP 2.Implement the Materiality Test STEP 3. Select Material Issues and Give Final

39

Analysis of
the External
Environment

&5

Analysis of
the Internal
Environment

Reporting issues in
the same industry

Media research and
analysis

Review of international
standards

Survey of stakeholders
and evaluation by experts

Implementation of multi-faceted analysis for SK innovation sustainability management

-Reporting issues in the same industry: For six DJSI World advanced companies in total
-Media research and analysis: For a total of 3,216 cases from January 1 to December 31,2017
-Review of international standards: GRI Standards, DJSI, 1SO26000, UNGC, SASB

-Survey of stakeholders: Participation by a total of 121 people, including shareholders, investors,
suppliers, local communities, customers and media

-Evaluation by experts: Participation by 23 experts in the sustainability management sector

Survey of executives
and employees

Review of internal
materials

Major current
sustainability issues

-Survey of executives and employees: Participation by 175 SK innovation members

-Review of internal materials: Review of CEQ’s major speech keywords and management
materials

-Major current sustainability issues: Reflected major sustainability issues and implementation
direction by SKinnovation

Materiality Test Matrix

-

Materiality Test for stakeholders’ interest
(impact) and business relevance

Evidence of ‘Impact’

Analysis of stakeholders’ interest

Evidence of ‘Relevance’

Review of business relevance

" Core growth

issues /
\\

Approval

strategies by the

company and its
current status, |

industrial issues |

Internal and
external |
stakeholder /

~ -

00o
]

Review by
the Board of
Directors

Reporting of Material Issues

Stakeholder Impact Assessment

© Creating value for mutual growth Classification GRI standards Topic Issue Page
- ED Finance Reputation Operation Strategy
ks] /s . 4 ’
© @ Primary innovation feci ; ; 3
£ © Securing new technology for ® Increase in corporate value in competitiveness . Emissions Responding to climate change () 36-38,78p
= sustainable growth(R&D) Material Issue Procurement practice Creatingvalue for mutual growth o 39-41,65-67p
g Occupational safety and health Occupational safety and health [ ] 32-35,76-78p
% Economic performance Primary innovation in competitiveness [} 20-25p
e
© : Social contribution f tual th
@ ® Respondingto o s, il contribution for mutual Local community oo en of mUtaerow [ ] 68-75p
1S climate change : e with local communities
S growth with local communities ; :
= Economic performance Increase in corporate value () 06-15p
1%
o . ) Utilization of social responsibility in the
9 ® Employee recruitment and capability reinforcement Supplier social assessment supply chain P y [ ] 65-67p
e
- © Utilization of social responsibility in the supply chain GeneralIssue Secur hrology inabl
. / Economic performance ecuring new technology for sustainable ° 2495
Reinforcement of shareholders-friendly transparent ® @ Occupational safety and health P growth (R&D) P
management based on the Board of Directors : s
Emol ¢ traini deducati Employee recruitment and capability ° 60-61
§ mployment, trainingand education e L -61p
Reinforcement of shareholder-friendly
g Governance transparent management based on the [ J 50-53p
Low High Board of Directors
Jo0000050990a099505590055090809900509005535039990A830905800059090ABITAEEIAAEIIFAITIEAATAITAEAIIAIIIIOAIBIGATEIAAEABIAAIBOIATD! Business relevance - - b
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Stakeholder Engagement

At SKinnovation, we divide our stakeholders into five groups: customers, employees, shareholders, the local community, and suppliers, and maintain
communication channels for each group. While building trust through communication, we incorporate their feedback and needs into our business
practices and use it as a basis for sustainable growth.

Stakeholder Communication

Stakeholders

Communication Channels

Areas of Interest
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ESG Data - Economy

Sales and Operating Income by Business Segment (Unit: KRW 100 million)

-Operation of the “Customer Happiness Call Center”
- Operation of EnClean.com

2016

-Social contribution for

shared growth with the local

2017

- Creating value through

mutual growth

precinct offices

shared growth with the local

-Annual meeting and events community - ~— -Maintaining a healthy work-life
-Website (SK innovation), blog (SK innovation), Facebook (SK *Creating and distributing balance
innovation, SK lubricants), etc. economicvalue -Securing sustainable
Customers - Policy on mutual growth technology (R&D)
2016
’ . . 2017
‘Intranet (tong tong, etc.) -Reinforcing essential i ) |
-In-house broadcast (gbs) and newsletter by each company competitiveness nclreasn?gcorporaAte value
-iCON (internal communication messenger, Change Facilitator) -Policy on mutual growth —> 'sgmfoertcilt?vgeisessesmlal
- CEO-Employee communication (Well-Comm. Day) and meetings; - Social contribution for P
Happy Walk shared growth with - Creating value through
Employees the local community mutualgrowth
2017
) ) 2016 -Strengthening shareholder-
-General Shareholders Meetings, Earnings Releases -Strengthening transparent friendly transparent
-Domestic and overseas NDR (Non-Deal Roadshow) and management based on the management based on the
conference Board of Directors ~ Board of Directors
-1:1 meeting, e-mail/phone counseling -Reinforcing essential -Communication with
-Disclosures, etc. competitiveness stakeholders
Shareholders -Preventing unfair trade -Creating value through
and Investors mutual growth
2016 2017
- Meeting with local organizations -Communication with i ) o
- Participation in local community committees near business sites stakeholders 'sv?t'ﬂf;:gzg;gg;lmgg'ocft'on
- Participation in the living and safety commissions of police -Social contribution for — suppliers

Local
Community

-Engagementin welfare facilities and group operating

commissions in the adjacent region

community

- Promoting social responsibility

inthe supply chain

-Increasing corporate value
-Communication with

stakeholders

&

Suppliers

-Regular meetings with suppliers
-Supplier CEO Meeting
-Regular meetings regarding logistics, machines, equipment

inspections

2016

- Policy on mutual growth
- Reinforcing communication

with and capabilities of
suppliers

-Social contribution for

shared growth with the local
community

2017

- Creating value through

mutual growth

-Securing sustainable

new technology (R&D)

- Reinforcing communication

with and capabilities of
suppliers

Classification 2015 2016 2017

Sales Percent of Sales Sales Percent of Sales Sales Percent of Sales
Total 483,563 100% 395,205 100% 462,609 100%
Petroleum business 352097 3% 283699 % 12 71%
sales Chemical business 92,880 9% 76865 200 9332 20%
Lubricant business 26,188 6% 25358 6% 30475 %
B e 11,499 2% 9,283 2% 11,030 2%
Operating Profit Oi)iré?:?r:ggl’igffit Operating Profit Oi:;i?;ggpigffit Operating Profit OZiréi?:zg;rgffit
Total 19,796 100% 32,283 100% 32,344 100%
Cperatg PEXOleUmbusiness gL stk Jeass Sk 1500 e
Profit! Chemical business 6,039 30% 12,322 38% 13,772 43%
Lubricant business 2047 5% 4683 5% 5049 16%

L

. -451 -2% -978 -3% -1,498 -5%
other businesses

Note 1) As petroleum and chemical businesses by SK incheon petrochem are divided, percent of sales and operating profit data for 2015 and 2016 are changed.

Distribution of Economic Value (Unit: KRW 100 million)

Sector Recipient Expenditure/Investment 2015 2016 2017
R&DY 1,701 1,482 2,003
Corporation e : : : 1
Economy Acquisition of tangible assets? 4,609 6,345 9,135
Investors Total cash dividend 4,474 5,965 7,456
Employees Salaries® 11,653 11,116 13,036
Suppliers Amount of procurement 7,436 9,536 11,866
Society Local ) o ' ' '
communities Social contribution investments 84 416 269
Government Corporate tax? 4,072 5,193 6,513

Note 1) Based on Annual Report 2017 (Data for 2015 and 2016 are revised due to the change in the standard for data collection).
Note 2) Based on each year’s consolidated audit report, note 10-(2) refers to items in book value of tangible assets labeled ‘acquired’.
Note 3) Based on each year’s consolidated audit report, note 23 refers to the item under cost by category labeled ‘employee wages’.
Note 4) Based on Annual Report 2017’s consolidated cash flow statement in consolidated financial statement.
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CEO Compensation (Unit: KRW, times)
Classification 2017 Note
Reflects earned income for the term of the
Total CEO Compensation® 2,442,000,000  former and current CEO by considering the
change of the CEO in March 2017
Mean Annual Compensation of All Employees, Except CEO and Executives 111,000,000 -
Ratio of the Mean Employee Compensation and the Total Annual 2 )

Compensation of the CEO

Note 1) Incentive compensation for the CEO is determined by comprehensively considering company’s financial profits (pre-tax profits, EVA), relevant financial indicators
(increase in stock price) and external recognition indicators.
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ESG Data - SHE

Energy Consumption® (Unit: MWh, KRW million) GHG Emissions (Unit: tCOzeq)
Energy target for 2025 GHG emissions target for 2025
. i 0
Reduction by 7 c 8% compared to BAU by 2025 Reduction by 7 o 8 %o compared to BAU by 2025
Classification 2015 2016 2017 Classification 2015 2016 2017
Petroleum, chemical and lubricant business sector (Incheon, Ulsan)” 50,749,501 49,200,966 51,675,143 Petroleum, chemical and lubricant business sector (Incheon, Ulsan)? 12,742,702 12,550,646 12,708,356
Total Energy R&D, logistics and other business sectors i R&D, logistics and other business sectors
- ’ . - 1,049,949 992,839 1,088,633 Total GHG Emissions +108
Consumption” (Seosan, Jeungpyeong, Cheongju, Daedeok, Logistics)” T ’ e (Seosan, Jeungpyeong, Cheongju, Daedeok, Logistics)? 291,274 293,185 194,851
Total 51,799,450 50,193,805 52,763,776 Total 13,033,976 12,843,831 12,903,207
Petroleum, chemical and lubricant business sector (Incheon, Ulsan) 38,775,641 38,124,951 39,430,674 I Petroleum, chemical and lubricant business sector (Incheon, Ulsan) 10,386,561 10,358,002 10,460,652
o : Total Direct
R&D, logistics and other business sectors o R&D, logistics and other business sectors
Fuel A . 4.4 GHG Emissions® » (O8]
(Seosan, Jeungpyeong, Cheongju, Daedeok, Logistics) 827,383 900,466 294,416 (Scopel) (Seosan, Jeungpyeong, Cheongju, Daedeok, Logistics) 152,634 164,675 55,255
Total 39,603,024 39,025,417 39,725,090 Total 10,539,195 10,522,677 10,515,907
Petroleum, chemical and lubricant business sector (Incheon, Ulsan) 10,085,110 9,920,453 10,335,068 Petroleum, chemical and lubricant business sector (Incheon, Ulsan) 2,356,141 2,192,644 2,247,704
R&D, logistics and other business sectors Total Indirect R&D, logistics and other business sectors
Electricit ’ . - 715,626 733,489 794,217 GHG Emissions ’
Y (Seosan, Jeungpyeong, Cheongju, Daedeok, Logistics) ’ ’ ’ (Scope2) (Seosan, Jeungpyeong, Cheongju, Daedeok, Logistics) 138,640 128,510 139,596
Total 10,800,736 10,653,943 11,129,285 Total 2,494,781 2,321,154 2,387,301
Petroleum, chemical and lubricant business sector (Incheon, Ulsan) 7,408,675 6,975,123 7,548,986 Note 1) Petroleum, chemical and lubricant business sector: SK energy (Ulsan), SK global chemical (Ulsan), SK lubricants (Ulsan), SK incheon petrochem (Incheon)
R&D, logistics and other business sectors Note 2) R&D, logistics and other business sector: Seorin Building (Seoul), Battery production line (Seosan), Battery and circuit materials production line (Jeungpyeong, Cheongju),
Steam (Seosan, Jeungpyeong, Cheongju, Daedeok, Logistics) - - - Institute of Technology Innovation (Daedeok R&D Park), Logistics Center
Note 3) Reflected based on the Korean emission trading system
Total 7,408,675 6,975,123 7,548,986
Petroleum, chemical and lubricant business sector (Incheon, Ulsan) 5,519,925 5,819,561 5,639,585
Non-Renewable R&D, logistics and other business sectors Water (Unit: m?)
; . 493,060 641,116 -
Energy Sold (Seosan, Jeungpyeong, Cheongju, Daedeok, Logistics)
Total volume target of water usage for 2020
Total 6,012,985 6,460,678 5,639,585
Petroleum, chemical and lubricant business sector (Incheon, Ulsan) 2,254,674 1,789,042 2,198,689
o 4 57,850,483 m
Total Costs of R&D, logistics and other business sectors 47,052 4333 47181 ) )
Energy Consumption  (Seosan, Jeungpyeong, Cheongju, Daedeok, Logistics) ) » ’
Total 2,301,727 1,832,374 2245871
i ) i i ) i Classification 2015 2016 2017
Note 1) Petroleum, chemical and lubricant business sector: SK energy (Ulsan), SK global chemical (Ulsan), SK lubricants (Ulsan), SK incheon petrochem (Incheon)
Note 2) R&D, logistics and other business sector: Seorin Building (Seoul), Battery production line (Seosan), Battery and circuit materials production line (Jeungpyeong, Cheongju), ol ; Petroleum, chemical and lubricant business sector” 49,867,406 51,534,293 52,000,420
Institute of Technology Innovation (Daedeok R&D Park), Logistics Center Total Volume o e : 5
Note 3) Total energy consumption: Calculated in accordance with the guidelines for the reporting and certification of emissions in the Korean emission trading system (fuel, electricity Water Usage? R&D, logistics and other business sector 914,648 941,523 1,071,420
and steam purchase - non-renewable energy sales) Total 50,782,054 52,475,816 53,071,840
Note 4) Due to the ch in the standard for data collection, data for 2015 and 2016 ised. . : R
ote 4) Dueto the change in the standard for data collection, data for an arerevise ; l Petroleum, chemical and lubricant business sector 49,867,406 51,534,293 52,000,420
Usage of Municipa
8 . 4]p R&D, logistics and other business sector 904,883 926,839 1,063,262
Water Supplies
Total 50,772,289 52,461,132 53,063,682
; g Petroleum, chemical and lubricant business sector 0 0 0
Usage of Groundwater
8 R&D, logistics and other business sector 8,969 13,768 7,658
(Freshwater)
Total 8,969 13,768 7,658
Petroleum, chemical and lubricant business sector 0 0 0
Usage of Rainwater ~ R&D, logistics and other business sector 796 916 500
Total 796 916 500

Note 1) Petroleum, chemical and lubricant business sector: SK energy (Ulsan), SK global chemical (Ulsan), SK lubricants (Ulsan), SK incheon petrochem (Incheon)

Note 2) R&D, logistics and other business sector: Battery production line (Seosan), Battery and circuit materials production line (Jeungpyeong, Cheongju), Institute of Technology
Innovation (Daedeok R&D Park), Logistics Center

Note 3) Figures in 2015 and 2016 are revised due to errors in previous data collection.

Note 4) Figures in 2015 and 2016 are revised due to errors in previous data collection.
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Waste (Unit: metric tonnes - based on a dried form)

Target of total waste for 2020 Target of recycling ratio for 2020

111,666metrictonnes 69.0%

Overview - Business Review - Sustainability Material Issues - Sustainability Performance Review - Appendix

Air Pollutant Emissions Volume (Unit: metric tonnes)
Classification 2015 2016 2017 Note
NO Petroleum, chemical and lubricant business sector” 8,546 8,188 7,908 |
Em?ssions” R&D, logistics and other business sector” 0 0 1 Insignificant volume generated
Total 8,546 8,188 7,909

Note 1) Petroleum, chemical and lubricant business sector: SK energy (Ulsan), SK global chemical (Ulsan), SK lubricants (Ulsan), SK incheon petrochem (Incheon)

Note 2) R&D, logistics and other business sector: Battery production line (Seosan), Battery and circuit materials production line (Jeungpyeong, Cheongju),
Institute of Technology Innovation (Daedeok R&D Park), Logistics Center

Note 3) Any NOx emissions which are generated by business trips and commuting by employees are not included.

(Unit: metric tonnes)

Classification 2015 2016 2017 Note
Petroleum, chemical and lubricant business sector” 3,911 4,085 3,950 |
Ezﬁssions” R&D, logistics and other business sector? 0 0 0 Insignificant volume generated |
Total 3911 4,085 3,950

Note 1) Petroleum, chemical and lubricant business sector: SK energy (Ulsan), SK global chemical (Ulsan), SK lubricants (Ulsan), SK incheon petrochem (Incheon)

Note 2) R&D, logistics and other business sector: Battery production line (Seosan), Battery and circuit materials production line (Jeungpyeong, Cheongju),
Institute of Technology Innovation (Daedeok R&D Park), Logistics Center

Note 3) Any SOx emissions which are generated by business trips and commuting by employees are not included.

(Unit: metric tonnes)

Classification 2015 2016 2017
Petroleum, chemical and lubricant business sector” 84,661 96,021 97,992
Total Volume of Waste Generated R&D, logistics and other business sector? 13,547 15,193 14,010
Total 98,208 111,214 112,002
Discharge Volume by Treatment Method
Petroleum, chemical and lubricant business sector 0 0 0
In-House Treatment (Landfill) R&D, logistics and other business sector 0 0 0
Total 0 0 0
Petroleum, chemical and lubricant business sector 31,058 38,233 39,563
Outsourced Volume e :
(Incinerator/Landfill) R&D, logistics and other business sector 1,867 1,361 2,587
Total 32,925 39,593 42,150
Petroleum, chemical and lubricant business sector 53,603 57,788 58,429
Outsourced Volume e :
(Recycled) R&D, logistics and other business sector 11,680 13,833 11,423
Total 65,284 71,621 69,852
Petroleum, chemical and lubricant business sector 63.3% 60.2% 59.6%
Waste Recycling Rate R&D, logistics and other business sector 86.2% 91.0% 81L.7%
Total 66.5% 64.4% 62.4%
Discharge Volume by Type
Petroleum, chemical and lubricant business sector 33,338 29,835 38,818
Designated Waste® R&D, logistics and other business sector 11,045 12,525 11,405
Total 44,383 42,360 50,224
Petroleum, chemical and lubricant business sector 51,323 66,186 59,174
General Waste” R&D, logistics and other business sector 2,502 2,668 2,605
Total 53,825 68,854 61,778

Note 1) Petroleum, chemical and lubricant business sector: SK energy (Ulsan), SK global chemical (Ulsan), SK lubricants (Ulsan), SK incheon petrochem (Incheon)

Note 2) R&D, logistics and other business sector: Battery production line (Seosan), Battery and circuit materials production line (Jeungpyeong, Cheongju), Institute of Technology
Innovation (Daedeok R&D Park), Logistics Center

Note 3) Designated waste: As waste stipulated by Presidential Decree from the Korean government, designated waste refers to any hazardous materials that may contaminate the
surrounding environment such as waste oil and waste acid in “industrial wastes”, which are generated in the “factory” stipulated in article 2-1 of the Industrial Placement
and Factory Construction Act.

Note 4) General waste: Waste generated from a business site except for designated waste and construction waste
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Classification 2015 2016 2017 Note
Voc Petroleum, chemical and lubricant business sector” 385 359 332 |
Emissions? R&D, logistics and other business sector” 0 0 0 Insignificant volume generated
Total 385 359 332

Note 1) Petroleum, chemical and lubricant business sector: SK energy (Ulsan), SK global chemical (Ulsan), SK lubricants (Ulsan), SK incheon petrochem (Incheon)

Note 2) R&D, logistics and other business sector: Battery production line (Seosan), Battery and circuit materials production line (Jeungpyeong, Cheongju),
Institute of Technology Innovation (Daedeok R&D Park), Logistics Center

Note 3) All VOC emissions which are generated from non-methane VOC’s and stationary sources are included.

(Unit: metric tonnes)

Classification 2015 2016 2017 Note
Amountof  Petroleum, chemical and lubricant business sector” 0 0 0 Insignificant volume generated
Hydrocarbon R&D, logistics and other business sector” 0 0 0 Insignificant volume generated
Emissions Total 0 O 0 |

Note 1) Petroleum, chemical and lubricant business sector: SK energy (Ulsan), SK global chemical (Ulsan), SK lubricants (Ulsan), SK incheon petrochem (Incheon)
Note 2) R&D, logistics and other business sector: Battery production line (Seosan), Battery and circuit materials production line (Jeungpyeong, Cheongju),
Institute of Technology Innovation (Daedeok R&D Park), Logistics Center

(Unit: metric tonnes)

Classification 2015 2016 2017
Meth Petroleum, chemical and lubricant business sector” 1,995 2,024 2,031
ethane
Emissions  R&D, logistics and other business sector? 7 6 5
Total 2,002 2,030 2,306

Note 1) Petroleum, chemical and lubricant business sector: SK energy (Ulsan), SK global chemical (Ulsan), SK lubricants (Ulsan), SK incheon petrochem (Incheon)
Note 2) R&D, logistics and other business sector: Battery production line (Seosan), Battery and circuit materials production line (Jeungpyeong, Cheongju),
Institute of Technology Innovation (Daedeok R&D Park), Logistics Center
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Occupational Safety and Health

(Unit: Case, Number of cases per million working hours)

Lost-Time Incident Rate (LTIR) target for 2020Y

0.32

Note 1) Integrated target including all employees and suppliers (cases per million working hours)

Overview - Business Review - Sustainability Material Issues - Sustainability Performance Review - Appendix

ESG Data - Society

Employee Status by Category” (Unit: Person)
2015 2016 2017
Classification Numberof = Numberof 5. SKI SKE SKGC SKL SKIPC SKTI
people (ratio) people (ratio)

Total Number of Employee? 5,820(100%) 6,045(100%) 6,284(100%) 1,671(27%) 2,610(42%) 1,002(16%) 278(4%)  602(10%) 121(2%)
Employ- Regular 5,744(98.7%) 5,915(97.8%) 6,134(97.6%) 1,624(97.2%) 2,546(97.5%) 990(98.8%) 273(98.2%) 583(96.8%) 118(97.5%)
ment Type Temporary 76(1.3%)  130(2.2%) 47(2.8%
Conder  Mele 5,171(88.8%) 5,388(89.1%) 1,298(77.7%

Female 649(11.2%)  657(10.9%) 373(22.3%
Manage Male - 96% 2,101(92.4% (88.8%
ment? Female - 4%

Under3o 589(10.19)  522(8.6%)
Age 30to S0years 3,826(65.7%) 3,687(61.0%)

ofage

50yearsorolder  1,405(24.1%) 1,836(30.4%) 2,049(32.6%) 193(11.5%) 1,191(45.6%) 382(38.1%) 91(32.7%) 183(30.4%) 9(7.4%)

Disabled 94(16%  OM1e%) 108 00 40T%)  IT0LT  601%) 1001 -
Minorities Sggi;tnssand 301(520%)  265(4.4%)  288(4.6%)  38(23%)  151(5.8%)  63(6.3%)  12(4.3%)  23(3.8%)  1(0.9%)

Classification 2016 2016 2017
EMPIOYEES e S . :
Number of Fatality Suppliers .. o : :
Total - - -
Employees 0.39 0.32 0.16
LostTime Incident Rate (LTR)’  Suppliers 07 054 092
Total 0.56 0.46 0.57
Employees 0.86 0.64 0.40
Total Recordable Incidents Rate - e
(TRIR? SUPPUETS e 12 .. 068 150
Total 1.08 0.66 1.01
Occupational Illness Frequency Rate (OIFR)? - 0.08 -
Industrial Accident Rate (%) 0.08 0.09 0.04

Note 1) Advisors excluded
Note 2) Local recruited employees at an overseas business site excluded
Note 3) Manager or higher position

Note 1) Lost Time Incidents Rate (LTIR): Number of lost time Incidents x 1,000,000/ Total working hours

Note 3) Occupational Illness Frequency Rate (OIFR): Number of occupational illness cases x 1,000,000/ Total working hours

)

Note 2) Total Recordable Incidents Rate (TRIR): Total number of accidents x 1,000,000/ Total working hours
)
)

Note 4) Reporting standard based on the Industrial Safety and Health Act, (Number of injured persons/Total number of employees)x100

Process Safety

(Unit: %, Number of cases per million working hours)

Classification 2015 2016 2017
Unplanned Capacity Loss (UCL) 0.07 0.24 0.16
Rate of Safety Accidents in the Process (Tier 1) - 0.03 0.11
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Education Performance (Unit: Hour)
Classification 2017 Target of education hours per employee for 2020
Education Hours per Employee 55.3 8 O G
Employee Engagement (Unit: %)
Classification 2014 2015 2016 2017
Employee Engagement 87 87 88 91
Data Coverage 100 100 100 100
Use of Childcare Leave and Rate of Return (Unit: Person)
o 2017
Classification 2015 2016
Total SKI SKE SKGC SKL SKIPC SKTI
Number of Employees who Male 4 2 5 - 4 1 - - -
Used Childcare Leave Female 65 65 71 38 27 1 3 2 -
Number of Employees Returning Male 1 2 2 1 - 1 - - -
from Childcare Leave who Worked = '
at Least 12 Months Following Return Female 39 48 65 42 10 7 4 - 2
Ratio of Labor Union Membership (Unit: %)
I 2017
Classification
Total SKI SKE SKGC SKL SKIPC SKTI
Ratio of Labor Union-Collective Bargaining Applied 46.54 9.92 61.22 62.74 33.88 74.63 -
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Performance of Volunteer Groups

(Unit: Case, Hour, Team, Person)

Overview - Business Review - Sustainability Material Issues - Sustainability Performance Review - Appendix

Current Status of Corporate Tax Payment?

(Unit: KRW 100 million)

Company Number of Activities Hours Voltlrl;ltr;]:f]r':;ms Participants Classification Region Sales Operating profit Corporate tax paid
Korea 636,889 50,867 6,345
14,3445 19 1,436 Netherlands 5,865 8 4
20,7915 31 2,387 USA. ' 8,105 A23 ” A29
............... 50825 7 926 Spain ' 4,505 174 ) 40
............... 1452.5 3 246 Singapore ' 227,704 2295 ) 64
S 5965.5 7 598 Country UK. ' 39,061 108 ” -
SK trading international 393.0 1 73 Indonesia . 2,936 177 i 24
Total 13,438 48,029.5 68 5,666 Japan ' 6,015 12 i 4
China ' 14,953 8 i 57
Russia . 576 23 i -
Social Contribution Activities (Unit: KRW million) Others (consolidated) \483,999 /18,499 4
Total 462,610 32,344 6,513
Classification 2017 o Korea 636,889 50,867 6,345
Average Hourly Salary on Volunteer Activity 4,405 Vel Iy s D 5 e 202 Asia . 251,667" A98 i 149
h Donations i Region Europe . 50,00”7" 97 i 44
“n-kind Donations 75 0 O % Sthare : R ses RisEss - o
Total ' 462,610 32,344 ” 6,513

Note 1) The amount of community investment is equivalent to 70.58%.

Note 1) It is regional information on the consolidated target (based on the location), and internal transactions between consolidated targets are adjusted and reflected in the

(Unit: KRW million) category of others.
Classification 2015 2016 2017 (Unit: KRW million, %) (Unit: KRW million)
Expenses for Social Contribution Activities 8,431 41,606 26,977 Classification 2016 2017 Average (note) Classification 2016 2017
Pre-tax Profit 2493379 3990.824 ~Nominal Tax Amount vs. Actual Tax Amount 182,677 424,447
T T Difference in Reversion Period
Current Status of Major Donations - Period of corporate tax payment: 129,999 159,153
Nominal Tax Amount 701,945 1,075,722 . 'tncomet ..... Marchto Mayinthe followingyear o
statemen :
. o Temporary Difference
Institution for support Program Institution for support Program e ~ Reflected gains on valuation by subsidiary company - 150,069
Supporting training for the Olympics Korea Association of Senior  Supporting a volunteer program for senior Nominal Tax Ratio 28.97 334 312 - Increase in domestic tax ratio (24.2% —27.5%)
Korea Handball Federation and reinforcing the capabilities of Welfare Centers ctizenslivingalone Permanent Difference 50892 35812
instructors and athletes mm—m—m—m" Supporting underfed children, vitalizing Statement of - Damage in the subsidiary company not recognized " A
Community Chest of Korea Donation for helping neighbors The Happiness Foundation the ecosystem for social enterprises and Actual Tax Amount 519,268 651,275 h flow Tax Amount Exemption and Reduction Difference
UN Global Compact Korea 'ﬁéying UNGC annual fee cultivating social entrepreneurs casntio - Tax amount exemption and reduction, non-exempt 35,705 56,482
.............. . : - ] id tax amount
Social enterprise for developing local N Oy TS P X A U e oo e
Incheon Human Resource Local human resources cultivation Prosynergy communities in Peru Actual Tax Ratio 2143 202 20.8 Other Differences

Development & Scholarship = A33919 22,931

! program
F
oundaton T Ministry of Land,

Supporting the restoration of flood Infrastructure, and Transport
damageinUlsan

- Tentative and fixed difference

Construction and operation of a residential
welfare unit for improving living conditions
for the elderly

Korea Disaster Relief Association

Current Status of Contributions for Membership Associations and Groups”

..... o ! 1 Unit: KRW,

ChildFund Korea Campaign to find lost family members Equggﬁirgr?gtir%fptrho(i/zrt':wlgayt%&Isncfiir;t?ir{istc;)/nal o )
Heart-Heart Foundation for people with developmental disabilities Total contributions 2013 2014 2015 2016 2017

Korean Foundation for Advanced = Providing academic supportand through group musical activities Total Annual Contributions 885,634,000 761,240,000 510,297,000 376,944,000 104,876,000

Studies fostering human resource development Relief for victims and their family members '

in Pohang earthquake

Korea Disaster Relief

Association Note 1) In accordance with the Political Fund Act of Korea and SK innovation Code of Ethics Guidelines, it is strictly prohibited to provide donations and sponsorship for the political

purpose by using corporate assets and budgets.

Contributions

Supply Chain Evaluation Major groups for contribution

(Unit: Number of company, %) 2013 2014 2015 2016 2017
ot s . Korea Business Council for Sustainable
Classification 2015 2016 2017 Target of suppliers’ evaluation rate for 2020? Develop‘iﬂ'em geso) 70,000,000 0 50,000,000 50,000,000 50,000,000
Number of Newly Registered Suppliers 304 335 384 I i - S s e s s o 1
- R Korean Institute of Hazardous Materials 20,000,000 20,000,000 20,000,000 20,000,000 20,000,000
NUmbel’OfSUppllerSfOl' ECOnOm|C, . B U Y o YRS : s RS e e e e 4
Social, Safety and Environmental 304 335 384 Tomaintaina 10 0% Korean Fair Competition Federation 14,000,000 14,000,000 14,000,000 14,000,000 14,000,000
Evaluation Korea Industrial Technology Association (KOITA) 7,400,000 7,400,000 7,400,000 7,400,000 7,400,000
Ratio of Pre-Evaluation 100 100 100 Korea Economic Research Institute 752,758,000 698,364,000 398,421,000 268,068,000 0

Note 1) Total suppliers (Tier 1) and critical Non-Tierl suppliers are included.
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GRI Index

Classification

Disclosure

Indicators

Overview - Business Review - Sustainability Material Issues - Sustainability Performance Review -

Universal Standards(GRI 100)

Organizational Profile

Name of the organization

102-13 Membership of associations
102-14 Statement from senior decision-maker
Strategy .....................................
102-15 Key impacts, risks, and opportunities
Ethics and Integrity 10216 ........ .\./?‘\.L‘IGS, Prmoples, st.andards, and norms of behévwor
102-17 Mechanisms for advice and concerns about ethics

Governance

102-24

102-27

102-32

102-36

Governance structure

nflicts of interest

ole of highest governance body in setting purpose, values, and strategy

mmunicating critical concerns

muneration policies

Process for determining remuneration

Stakeholder Engagement

102-42

ist of stakeholder groups

lective bargaining agreements

proach to stakeholder engagement

ey topics and concerns raised

Reporting Practice

102-45

102-48

Entities included in the consolidated financial statements

ining report content and topic Boundaries

of material topics

Annual report

102-56 External assurance 98-99
Classification Disclosure Indicators Page
Topic-specific Standards(GRI 200)
. 201-1 Direct economic value generated and distributed 85

ECONOMIC POIOIMANCE  wooveeeiiiim et ettt eite e eetasesata e eie e e eae et e et s e Dh et ette e oo meeabe e ese e en e et e ek e e et e ettt et e oot e et e e st s oo et e et e e eat e e a e oot e et e e b oot et et e et et e et oo it e e te o cabeeeetateeataeeabe e setaeesaeeeetaeeen s

201-2 Financial implications and other risks and opportunities due to climate change 36-38

) : 203-1 Infrastructure investments and services supported 68-75
Indirect Economic Impacts «r oz o s s L Lo

203-2 Significant indirect economic impacts 68-75
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Classification Disclosure Indicators Page
Topic-specific Standards(GRI 200)
......... 031 Explanation of the material topic and its Boundary 39
X 103-2 The management approach and its components 39
Procurement Practices =~ oo A
......... 1033 Evaluation of the management approach 39
204-1 Proportion of spending on local suppliers 65
) . 205-2 Communication and training about anti-corruption policies and procedures 56-59
Anti-Corruption sl : e 3 e s
205-3 Confirmed incidents of corruption and actions taken 57
Anti-competitive Behavior 206-1 Legal actions for anti-competitive behavior, anti-trust, and monopoly practices 58-59
Topic-specific Standards(GRI 300)
Explanation of the material topic and its Boundary 36
The management approach and its components 36
Energy Evaluation of the management approach 36
Energy consumption within the organization 38,86
Reduction of energy consumption 78,86
Water Water withdrawal by source 87
Water sources significantly affected by withdrawal of water 79
Explanation of the material topic and its Boundary 36
The management approach and its components 36
Evaluation of the management approach 36
o Direct (Scope 1) GHG emissions 87
Emissions e Sl D T S T
Energy indirect (Scope 2) GHG emissions 87
_ Reductionof GHG emissions 87
Emissions of ozone-depleting substances (ODS) 89
Nitrogen oxides (NOx), sulfur oxides (SOx), and other significant air emissions 89
Water discharge by quality and destination 9
Effluents and Waste - 8E.2 q et
Waste by type and disposal method 88
Environmental B ; ’ . .
Compliance Non-compliance with environmental laws and regulations Not applicable
Explanation of the material topic and its Boundary 39
The management approach and its components 39
Supplier Environmental LT
A Evaluation of the management approach 39
ssessment ot P . AN PO 16 TN
New suppliers that were screened using environmental criteria 66
Negative environmental impacts in the supply chain and actions taken 66-67
Topic-specific Standards(GRI 400)
Employment Benefits provided to full-time employees that are not provided to temporary or part-time employees 62
Parental leave 91
Explanation of the material topic and its Boundary L 32
_ The management approach and its components 32
Occupational 1033 Evaluation of the managementapproach 32
Healthand safety 4031 Workers representation in formal joint management-worker health and safety committees 100%
4032 Types of injury and rates of injury, occupational diseases, lost days, and absenteeism, 90
e and number of work-related fatalites |
~ ! ] - . 76(Percentage of covered
403-4 Health and safety topics covered in formal agreements with trade unions by the agreements: 100%)
Training and Education - 404-1 Average hours oftraihing per year pef employee B : 91
404-2 Programs for upgrading employee skills and transition assistance programs 61
Diversity and Equal R .
Opportunity 405-1 Diversity of governance bodies and employees 91
412-2 Employee training on human rights policies or procedures 64
Human Rights Assessment 412-3 Significant investment agreements and contracts that include human rights clauses or that underwent 66
i human rights screening
Local Communities 413-1 Operations with local community engagement, impact assessments, and development programs 92
Explanation of the material topic and its Boundary 39
The management approach and its components 39
gggzltli\;sessment ) Evatuation.ofthe managementappréach B 39
New suppliers that were screened using social criteria 66
Negative social impacts in the supply chain and actions taken 66-67

Customer Privacy 418-1 Substantiated complaints concerning breaches of customer privacy and losses of customer data Not applicable
gg%%?;%ﬂczm\c 419-1 Non-compliance with laws and regulations in the social and economic area 57
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Independent Auditor’s Report

Independent Auditor’s Report on SK
Consolidated Financial Statements

To the shareholders and the Board of Directors of SK innovation Co., Ltd.

We have audited the accompanying consolidated financial statements of SK innovation Co., Ltd. (the “Company”) and its subsidiaries, which
comprise the consolidated statements of financial position as of December 31, 2017 and 2016, respectively, and the related consolidated
statements of comprehensive income, consolidated changes in stockholders’ equity and consolidated cash flows for the years then ended, all
expressed in Korean won, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

The management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with the
Korean International Financial Reporting Standards (“K-IFRS”) and for such internal control as the management determines is necessary to
enable the preparation of the consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an audit opinion of these consolidated financial statements based on our audits. We conducted our audits in
accordance with the Korean Standards on Auditing (“KSAs”). Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance on whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial state-
ments. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonability of accounting estimates made by man-
agement, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion of the Audit

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of SK innovation Co., Ltd.
and its subsidiaries as of December 31, 2017 and 2016, respectively, and their financial performance and their cash flows for the years then
ended, in accordance with the K-IFRS.

Deloitte Anjin LLC,
10, Gukjegeumyung-ro, Yeongdeungpo-gu, Seoul

CEO Lee Jeong-hee
March 2,2018
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Financial Statements

Condensed Income Statement (Unit: KRW 100 million)
Classification 2015 2016 2017

Sales 483,563 395,205 462,609
) ) ) / 409,052

53,557

21,213

32,344

18,828

20,526

3,113

799

2,210

32,348

10,791

21,557

(106)

21,451

) ) (2670)

Total comprehensive income 9,538 17,112 18,781
Condensed Statement of Financial Position (Unit: KRW 100 million)

Classification 2015 2016 2017

Current assets 128,422 149,877 162,192
ml(lé)n»currént asseis ) H H 3 180,244
:fétal asse:ts 342,436
..Q'L‘Jrrent Iigbilitiesu 99,548
~Non-current liabi!ities 49,795
W'.F‘Qtal liab?‘lities i} } } . 149,343
Capital attributed to owners of the parent company 180,858
""" Capital ) ) ) ) 4,686
..... Other péid—in caupital 56,297
:::Consoliéiated reiained e:arnings: 120,417
..... Other capital } (542)
~Non-controlling interests } . 12,236
Total shareholders’ equity 170,463 183,050 193,093
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Independent Assurance Statement

Introduction

SKinnovation Co., Ltd. (“SK innovation”) commissioned DNV GL Business Assurance Korea, Ltd. (‘DNV GL”), part of DNV GL Group, to undertake inde-
pendent assurance of SK innovation Sustainability Report 2017 (the “Report”). The directors of SK innovation have sole responsibility for the prepa-
ration of the Report. The responsibility of DNV GL in performing the assurance work is to the management of SK innovation in accordance with the
terms of reference. DNV GL’s assurance engagements are based on the assumption that the data and information provided by the client to us as part
of our review have been prepared in good faith.

Scope of assurance

The scope of assurance includes a review of non-financial data and sustainability activities and performance data over the reporting period from

1* January to 31 December 2017. This also includes:

> Evaluation of the principles for defining sustainability report content and the principles for defining sustainability report quality in accordance
with the Global Reporting Initiative (GRI) Standards.

> Evaluation of the process for determining material topics for reporting and the management approach to material topics and the process for
generating, gathering and managing the quantitative and qualitative data in the Report.

Basis of our opinion

We've performed our work using DNV GL’s assurance methodology VeriSustain™, which is based on our professional experience, international

assurance best practice including International Standard on Assurance Engagements 3000 (ISAE 3000). We applied the limited level of assurance.

The audit was carried out from May and till June 2018. The site visits were made to the headquarters of SK innovation in Seoul and Ulsan Complex.

We undertook the following activities as part of the assurance process:

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

> interviewed representatives from the various departments and reporting subsidiaries;

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

> reviewed the materiality assessment report;

> visited Ulsan Complex (SK energy, SK global chemical and SK lubricants) and tested the environmental data gathering process.

Limitations

The engagement excludes the sustainability management, performance and reporting practices of SK innovation’s subsidiaries, associated
companies, suppliers, contractors and any third-parties except for SK innovation, and its 5 major subsidiaries (SK energy, SK global chemical,
SK lubricants, SK incheon petrochem and SK trading international). DNV GL did not interview external stakeholders as part of this Assurance
Engagement. Economic performance based on the financial data is cross-checked with internal documents, the audited consolidated financial
statements and the announcement disclosed at the website of Korea Financial Supervisory Service (http://dart.fss.or.kr) as well as SK innovation’s
website (http://www.skinnovation.com). These documents, financial statements and the announcements are not included in this Assurance
Engagement. Limited depth of evidence gathering including inquiry and analytical procedures and limited sampling at lower levels in the
organization were applied. The baseline data for Environmental and Social performance are not verified, while the aggregated data at the corporate
level are used for the verification. DNV GL expressly disclaims any liability or co-responsibility for any decision a person or an entity may make
based on this Assurance Statement.

Conclusion

On the basis of the work undertaken, nothing comes to our attention to suggest that the Report does not properly address the adherence to the
Principles for defining report content in GRI Standards nor is prepared ‘in accordance’ with GRI Standards Core option. Further opinions with
regards to the adherence to the Principles are made below;

Stakeholder Inclusiveness

SK innovation has identified internal and external stakeholder groups such as Customers, Employees, Shareholders/Investors, Local communities
and Suppliers. SK innovation engages with the stakeholders at the conglomerate, company and business unit levels through various channels. The
examples of approaches to engage with the selected stakeholders and relevant organizations are described in the Report. In addition, SK innovation
reports on key issues of interest to stakeholders in 2017 and their changes.

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

The Report shows the strategic direction of SK innovation to stakeholders. In addition, the Report presents the stakeholder impact assessment on the
material topics, reasons for selecting material topics, SK innovation’s management approach and performance indicators. SK innovation addresses in
the Report what was the key performances achieved in 2017. These would help the stakeholder understand the management approaches toward the
material topics. In addition, SK innovation reports its contribution to achieve UN SDGs and the Double Bottom Line (DBL) strategy with which SK inno-
vation pursues to create not only economic values but also social values. The report explains its efforts to increase social value (SV) in all management
activities.

Materiality
SK innovation has conducted the materiality assessment to prepare the Report. The relevant 35 issue pool is formed by analyzing the material topics

from the global sustainability initiatives and standards, the topics which industry peer group considers material and the subjects covered by mass
media. The issues in the pool are rated by combining the level of impact on SK innovation’s business and level of stakeholders’ interest in the issue.
SK innovation used the internal and external stakeholder survey to prioritize the issues to the most relevant 10 issues out of which 3 material topics
are selected at the end. SK innovation has considered the relevance and significance with the core growth strategy, the current management status,
industry issues, and internal and external stakeholder issues in the assessment. In additional, SK innovation has presented the relevance of SK inno-
vation’s financial, reputation, operational, and strategic aspects to the selected material topics. The assurance team reviewed the materiality assess-
ment process and confirmed that the material topics prioritized from the process are addressed in the Report.

Completeness

The Report has covered the sustainability management approach and sustainability performances of SK innovation for the reporting period. The
reporting boundary has been set to include SK innovation and major subsidiaries (SK energy, SK global chemical, SK lubricants, SK incheon petro-
chem, SK trading international) which have headquarters in Seoul and production plants in Jeungpyeong, Cheongju, Seosan, Ulsan and Incheon,
and Daejeon Global Technology. The assurance team has not noted any intentional omission of the performance results on material topics within the
reporting boundary.

Balance, Comparability, Accuracy, Timeliness, Clarity and Reliability

The audit team has sampled data and tested accuracy and reliability. Especially DNV GL reviewed the reliability of the subject data - water
consumption, waste volume, air emissions (NOx, SOx, VOC and Hydrocarbons), Occupational safety indicators (Lost Time Incident Rate (LTIR),
Total Recordable Incidents Rate (TRIR), number of fatality, Occupational Illness Frequency Rate) and process safety indicator (process safety
accident rate). The assurance team interviewed the responsible for the subject data handling and reviewed the data gathering process with the
supporting documents and records. The depth of data verification is limited to the aggregated data level. Based on the test, the intentional error or
misstatement is not noted. Data owners were able to demonstrate to trace the origin of the data and to interpret the processed data in a reliable
manner. The data was identifiable and traceable.

Competence and Independence

DNV GL applies its own management standards and compliance policies for quality control, in accordance with ISO/IEC 17021:2011 - Conformity
Assessment Requirements for bodies providing audit and certification of management systems, and accordingly maintains a comprehensive
system of quality control, including documented policies and procedures regarding compliance with ethical requirements, professional standards
and applicable legal and regulatory requirements. We have complied with the DNV GL Code of Conduct’ during the assurance engagement and
maintain independence where required by relevant ethical requirements. This engagement work was carried out by an independent team of
sustainability assurance professionals. DNV GL was not involved in the preparation of statements or data included in the Report except for this
Assurance Statement. DNV GL maintains complete impartiality toward stakeholders interviewed during the assurance process. DNV GL has provided
services such as sustainability report verification, greenhouse gas emission verification, ISRS evaluation and management system certification to
major subsidiaries of SK holdings Co., Ltd. in 2018. In our opinion, this does not affect the independence or impartiality of our work.

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

June 2017 Seoul, Korea

In Kyoon Ahn

Country Representative

DNV GL Business Assurance Korea, Ltd.
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Greenhouse Gas Verification Statement

GHG Verification Summary

SK innovation Co., Ltd.
26, Jongno, Jongno-gu, Seoul Special City, Korea

Verification Scope

Korean Standards Association has conducted reasonable GHG emissions verification based
on GHG report provided by SK innovation Co., Ltd. which includes Scopel and Scope2
emissions.

Verification Standards and Guidelines

To conduct verification activities, verification team applied verification standards and

guidelines. The standards and guidelines are as follows.

- GHG&Energy Target Scheme guideline(2016-255) provided by Ministry of Environment,
Republic of Korea

- Verification guideline for management of GHG emissions trading scheme(2016-015)
provided by Ministry of Strategy and Finance, Republic of Korea

- KS Q ISO 14064-1, 2, 3: 2006

- IPCC Guideline

Verification Conclusion

As a result of verification activities, verification team has found no significant errors.
Therefore, Korean Standards Association confirms that following emissions data are
adequately quantified.

2017 GHG Emissions (Unit: tonCO2eq)
Subject SCOPE 1 SCOPE 2 Total
SKinnovation Co., Ltd. 52,454 133,557 186,008
SKenergy Co., Ltd. 6,599,700 930,442 7,530,132
SK global chemical Co., Ltd. 2,503,822 752,362 3,256,182
SKincheon petrochem Co., Ltd. 1,248,580 463,954 1,712,534
SK lubricants Co., Ltd. 111,352 106,527 217,878

% There is a difference between the total quantity of GHG emission and the sum of each workplace’s emission.
(Decimal place is not considered when calculating the emission of each workplace.)

March 30,2018
=D S
KOREAN STANDARDS ASSOCIATION

Membership Status

Overview - Business Review - Sustainability Material Issues - Sustainability Performance Review -

SK innovation participates in various associations and groups in each economic, social and environmental sector to identify major internal and exter-
nal trends, as well as to reinforce networking with diverse stakeholders. We will strengthen the executive power and professionalism in sustainability
management further through proactive external initiative activities.

Economy

SHE Society

Korea Economic Research Institute

Korea Business Council for Sustainable
Development (KBCSD)

Korean Fair Competition Federation
Korea Industrial Technology Association (KOITA)
Association of Energy Future Forum

World Petroleum Council (WPC) Korean Member
Committee

Mae Kyung Safety & Environment Institute UN Global Compact
Korea Institute of Hazardous Materials

Korean Society for Marine Environment and Energy

Korean Environmental Preservation Association

Korea Environmental Policy and Administration
Society

Korea Chemicals Management Association
Korea Fire Safety Association
Oil Refining Safety and Environment Committee

Ten Principles of United Nations Global Compact (UNGC)

As the UNGC is the world’s largest voluntary corporate citizenship initiative, SK innovation sup-
ports the philosophy of UNGC and faithfully complies with each of the ten principles through
company’s sustainability management activities.

Classification Policies and activities by SK innovation

Businesses should support and respect the
Principlel ~ protection of internationally proclaimed human

100

rights.
H_uman - Make sure that they are not complicit in human . . R
rights Principle2 rights abuses. Based on the ph‘llosopAhy qf humanfcenAtered' management, ASK
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ innovation commits no violation of human rights in business activities.
Should uphold the freedom of association and We also recruit employees in a fair and reasonable manner and
Principle3 the effective recognition of the right to collective ~ guarantee equal opportunities by considering employees’ qualifications
bargaining. and person-job fit.
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ Furthermore, the company acknowledges the freedom of association
Principle4 The elimination of all forms of forced and and collective bargaining rights and has regular communications to
compulsory labor. proactively collect and improve any grievance from employees.
Labor Principle5  The effective abolition of child labor.
o The elimination of discrimination in respect of
Principle6 A
employment and occupation.
- Businesses should support a precautionary ) ) ) )
Principle? approach to environmental challenges. SK innovation selects environmental management as its core task and
444444444444444444444 establishes and complies with its independent environmental standard,
. o Undertake initiatives to promote greater which has higher standards than government requirements. The
Environment  Principle8 environmental responsibility. company also minimizes GHG, wastewater and pollutants to conserve
""""""""""" the natural environment and makes great effort to develop eco-friendly
Princiole9 Encourage the development and diffusion of technology and achieve the innovation of future energy.
P environmentally friendly technologies.
SK innovation has established a code of ethics for employees based
Ant principlet Businessesshould vorkagainstcoruptioninall - D8R e O A B s stfves 1o
Corruption its forms, including extortion and bribery. prep P & ) pany

prevent any unethical behavior by operating an ethics consultation
center and utilizing an online reporting channel.

ESG Assessment by Korea Corporate Governance Service for 2017

Integrated grade

Corporate governance

Environment Society

B+

A

B A
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Publication History of
Sustainability Report

Cover Story

SK innovation creates economic and social value through open innovation.
The cover image symbolizes SK innovation’s management philosophy
and how the company is growing in the global energy and petrochemical
industries.

2014 2015 2016 2017
2010 2011 2012 2013
2005 2006 2007 2008 2009
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About This Report

At SK innovation, we have published an annual sustainability report since
2005 in order to share insights into our business plan and the progress we
have made towards sustainable growth. We are committed to incorporating
your feedback into our business practice through this sustainability report.

©

This report was prepared in accordance with the Standards (Core Option) of the GRI
(Global Reporting Initiative) as well as Oil & Gas Sector disclosure and SASB (Sustainability
Accounting Standards Board) to cover important industrial issues. It also reflects the Ten
Principles of UNGC (UN Global Compact) and UN SDGs (Sustainable Development Goals).

©

This report covers our sustainability performance during the fiscal year (January
1, 2017 to December 31, 2017). Some of the highlights over the first half of 2018 are
included in this report to ensure their prompt disclosure. Certain indicators for the
past three years are included for continuous trend analysis.

©

As for the scope of this report, financial data has the same consolidation criteria as
K-IFRS (Korea International Financial Reporting Standards). Non-financial data are
limited to SK innovation and major subsidiaries’ headquarters in Seoul (SK energy,
SK global chemical, SK lubricants, SK incheon petrochem, SK trading international),
production plants in Jeungpyeong, Cheongju, Seosan, Ulsan and Incheon, Daejeon
Global Technology Institute and major subsidiaries and sub-subsidiaries of overseas
corporations. This scope includes 99% of sales by the main body of SK innovation
and subsidiaries having 100% of shares (except for SK mobile energy and SK battery
systems). Some environmental quantitative performance indicators were based on
major domestic operations except for overseas corporations; the detailed scope of
such datais indicated separately.

©

This report has been published upon review by the Board of Directors’ CSR Commit-
tee to enhance the appropriateness of the content. In addition, DNV GL, a third-party
assurance provider, has evaluated the contents and data of this Report according to
ISAE3000, limited level of assurance, to ensure objectivity and transparency. Reliabil-
ity assurance engagement was performed on certain performance information.

©

Internal Audit Team, Procurement Planning Team, CSR Team, Safety & Health Plan-
ning Team, HR Planning & Partner Team, Office of the Board of Directors, Sustainabil-
ity Management Planning Team, Environment Planning Team

Publishedin  June 2018 Contact Info. Tel:+82.2.2121.5114
Published by SKinnovation Mail: ski_sr@sk.com

Sustainability Planning Team Designed by Reddot Branding
Address 26, Jong-ro, Jongro-gu, Seoul
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