Smart Tomorrow
SK hynix 2012 Sustainability Report

1

Introduction

04
16

04 _ 2011 Sustainability Highlights

CEO Message

10 _ CEO Message

06 _ Company & Product Overview

4 Essential Issues

16 _ Sustainability Management

20 _ Communication with Stakeholders

8 Major Issues

10
28

28 _ Technological Innovation &
Future Business

12
82

About This Report

12 _ About This Report

Appendix

82 _ Sustainability Management
Performance Statements

22 _ Corporate Governance

32 _ Customer Satisfaction Management

84 _ Report of Independent Auditors

24 _ Business Performance

37 _ Ethics Management

86 _ Financial Information

42 _ Endeavor for Employees' Happiness

89 _ Sustainability Management Policy

54 _ Value Creation through

91 _ Awards, Recognitions and

Environmental Management

Association Memberships

64 _ Win-Win Growth with Business Partners

92 _ Greenhouse Gas Verification Report

71 _ Sharing with Communities

94 _ GRI Guideline Index

78 _ Enterprise Risk Management

96 _ UN Global Compact
97 _ ISO 26000 Implementation
98 _ Independent Assurance Report

Flying
together beyond
tomo r r o w

2011 Sustainability Highlights

01 02 03
Spreading SK’s “Wings of
Happiness” to take
another dramatic leap forward

Unrivaled technological prowess

Secured favorable position
in patent and antitrust lawsuits
against Rambus

SK hynix became a member of the SK Group in February 2012. Going forward, it will expand its current
memory semiconductor business to the total semiconductor business, creating synergies with the SK
Group in terms of investments, human resources,
marketing, and technology development.
At the inauguration ceremony on March 26, 2012,
Chey Tae-won, Chairman & CEO of SK hynix, said,
“We will turn SK hynix into a global semiconductor
leader that will share its successes with the entire

SK hynix stabilized the yield rate of its 30nm-class
DRAM at an unprecedented speed and brought
the portion of 30nm-class DRAM to the mid-40%
range. In the area of NAND Flash, it brought its
share of 20nm-class products up to the 80% range
and created 8-layer stacks using Through Silicon Via
(TSV) and DDR4 DRAM.

In May 2011, the US Court of Appeals overturned
the original verdict in a patent lawsuit filed by SK
hynix against Rambus by declaring that the defendant’s' destruction of trial evidence was illegal.
Subsequently, SK hynix won the antitrust case
brought by Rambus against DRAM manufacturers,
when the court ruled in February 2012 that there
was no proof of price-fixing. This helped the company obtain a very favorable position in the Rambus cases, which have been dragging on for over
twelve years, dramatically reducing management
uncertainty.

nation and the communities in which it operates.”
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Recognized as outstanding carbon
management company for third
consecutive year

Launched Good Memory Sharing
Activities to support teenagers
living in local communities

In October, SK hynix joined the Global Carbon
Management Leaders Club, a group of companies
that have been recognized by the Korean Committee of the Carbon Disclosure Project (CDP) for
their advanced carbon management practices. SK
hynix was chosen as an outstanding carbon management company for the third year in a row. It received a very high score on the Carbon Disclosure
Leadership Index, which rates the completeness of
a company’s carbon disclosures. In addition, it was
included in the highest (A) performance band of
the Carbon Performance Leadership Index. In July,
the company held a launching ceremony for the
Suppliers’ Low Carbon Management System Implementation Project. As a result, it received a Minister
of Environment commendation in the Corporate &
SME Green Partnership category at the 2011 Korea
Green Management Awards.

As part of its sharing activities with the communities
in which it operates, SK hynix carries out a number
of Good Memory Sharing Activities in Icheon and
Cheongju. In 2011, it accessed its employee-led
Good Memory Sharing Fund to launch a prepared
breakfast project for malnourished children, ecofriendly study rooms that offer children a pleasant
environment in which to study, and a talent development project that nurtures the growth of future
scientists.

SK hynix aims to become
the world's best semiconductor company
by creating synergies with the SK Group.
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Formed strategic partnership
regarding next-generation
memory

Recorded operating profit for
third year in a row

Adopted Labor-Management
Joint Declaration of Action

In July, SK hynix signed an agreement with Toshiba
regarding the joint development and production of
STT-MRAM, a next-generation memory. The two
companies also agreed to extend their current supply contract and their patent cross-licensing agreement. Toshiba boasts world-class competitiveness
in MRAM technology and development, while SK
hynix has industry-leading memory semiconductor
technology and cost competitiveness. The partnership will change the landscape of the next-generation memory semiconductor market.

Demand for IT devices remained sluggish during
2011, due to ongoing global economic uncertainties and natural disasters in Japan and Thailand.
Despite this, SK hynix recorded annual revenue of
KRW 10.396 trillion, operating profit of KRW 325
billion, and an operating profit margin of 3%. These
achievements were due to the company's continuous technology development for nanotechnology
and improvements to its product portfolio.

In May, SK hynix adopted a Labor-Management
Joint Declaration of Action in which it promised to
help develop a cooperative labor-management culture rooted in mutual trust and respect. It also held
a training session for public officials, labor unions,
and private companies, targeting 230 labor-management experts from thirty-one local governments
and public institutions. The company’s commitment
to positive labor-management relations is reflected
in its belief that “labor and management are not
two separate entities.”
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Won series of industry awards

SK hynix continued to strengthen its foundations
for win-win growth with its suppliers. In May, for
example, it held a meeting with eighty-two suppliers and gave achievement awards to six outstanding ones from Korea and overseas. It also invited
the employees of eighteen of its most outstanding
suppliers to a tour of its manufacturing facilities in
Wuxi, China. In addition, it signed win-win growth
and fair trade agreement with forty-nine of its suppliers, providing them with a variety of technological, training, and financial supports. This includes
running a Technological Support Council and a
Quality Council, and moving to more frequent account settlements.

SK hynix has been widely recognized both at home
and abroad for its innovative company initiatives
and its efforts to bring about economic justice. In
February, it won the grand prize at the Seventh
Management Transparency Awards hosted by Korea’s five main economic organizations. The award
was given for the company’s efforts to establish an
ethical management culture, build a cooperative
labor-management relationship, and build a longterm social contributions infrastructure. It received a
Best Economic Justice Award in June. In September,
it was awarded a Presidential Citation at the National Productivity Awards, was listed on the Dow Jones
Sustainability Index (DJSI) World for the second consecutive year, and won the championship title at the
National Productivity Championship. It also received
a Presidential Citation at the Korea Logistics Awards
in November.
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Strengthened foundations for
win-win growth

5

Company & Product Overview

Business Overview

History of Merger with SK

On February 2012, the company became a member of the SK group.

2011

As "SK hynix", it will usher in a new era of "smart IT.” Its goal is to

June 21	Hynix's Share Management Council announced

become the world’s best semiconductor company by creating syner-

bid invitation for major stake in Hynix

gies with other affiliates of the SK Group.

July 8

SK Telecom submitted an LOI to acquire Hynix

November 11 SK Telecom was named preferred bidder for Hynix
November 14	The company decided to issue new SK Telecom
shares allocated to SK Telecom (101.85 million
common shares issued at KRW 23,000 each)
SK Telecom signed purchase agreement with
the Hynix Share Management Council

Company Name

SK hynix Inc.

CEOs

Chey Tae-won, Kwon Oh-chul

Type of Business

Semiconductors and related equipment

Date Founded

February 1983
(Formerly Hyundai Electronics Industries Co., Ltd.)

2012
February 13	Appointed inside and outside directors
at an extraordinary shareholder's meeting
February 14	SK Telecom became Hynix’s largest shareholder
Chey Tae-won appointed Chairman & CEO
Ha Sung-min, President & CEO of SK Telecom
appointed as Chairman of SK hynix Board of
Directors

(As of December-end 2011, K-IFRS)

Total Assets

KRW 17.2381 trillion

Shareholders’ Equity

KRW 7.8752 trillion

Sales

KRW 10.3958 trillion

Operating Income

KRW 325.474 billion

Number of Employees

23,430

Products & Services

DRAM, NAND Flash, Multi-Chip Packages (MCP),
CMOS image sensors (CIS)

March 23	Changed company name to SK hynix Inc.
at annual general shareholders’ meeting
March 26

Official launch of SK hynix Inc.

Credit Ratings
Category
Domestic

Overseas

Agency

Rating

Last Evaluation Date

NICE Ratings

A (Stable)

02/16/2012

Korea Ratings

A (Stable)

02/17/2012

KIS Ratings

A (Stable)

02/17/2012

S&P

BB- (Stable)

02/14/2012

Moody's

Ba3 (Positive)

02/15/2012

Affiliates and Subsidiaries

6

Domestic

Unlisted

2

6

No. of
Companies Company Name

SK hynix Inc.

SK hynix UK Limited (SKHYU)

SiliconFile Technologies Inc.

SK hynix Asia Pte.Ltd. (SKHYS)

Hynix Engineering Co., Ltd.

SK hynix Semiconductor India Pvt. Ltd. (SKHYIS)

Hynix Service Technology Co.,Ltd.

SK hynix Semiconductor Hong Kong Ltd. (SKHYH)

Hynix Human Resources Development Center Co.,Ltd.
Hynix Logistics Technology Co.,Ltd.
Ami Power Co., Ltd.

Overseas

SK hynix 2012 Sustainability Report

Listed

Category

Overseas

Category

(As of April 2012 )

No. of
Companies Company Name

SK hynix Semiconductor (Shanghai) Co.,Ltd. (SKHYCS)
Unlisted

15

SK hynix Japan Inc. (SKHYJ)
SK hynix Semiconductor Taiwan Inc. (SKHYT)

Quality Reliability Technology Semiconductor Co.,Ltd.

SK hynix Semiconductor (China) Ltd. (SKHYCL)

SK hynix America Inc. (SKHYA)

SK hynix Semiconductor (Wuxi) Ltd. (SKHYMC)

Hynix Semiconductor Manufacturing America Inc. (HSMA)

Hitech Semiconductor (Wuxi) Co., Ltd. (HITECH)
SK hynix (Wuxi) Semiconductor Sales Ltd. (SKHYCW)

SK hynix Deutschland GmbH (SKHYD)
SK hynix Europe Holding Limited (SKHYE)

Total

23

-

Corporate Organization

Chairman
&
CEO

President &
CEO

Future Strategy
Division

SKMS Division

Research &
Development
Center

Manufacturing
Center

Marketing & Sales
Division

Corporate Center
Internal Audit &
Consulting Group

Quality Assurance &
Reliability Division

R&D Division

FAB Manufacturing
Division

Global Sales
Operations

Corporate Strategy
Division

DRAM Development
Division

PKG&TEST
Manufacturing Division

SKHYA

Corporate Finance
Division

SKHYJ
Flash Development
Division

M8 Division

Mobile Development
Division

SKHYCL

SKHYS / SKHYIS

Corporate Culture
Division

SKHYD / SKHYU
SCM Division
SKHYT / SKHYH
Manufacturing
Support Division

SKHYCS / SKHYCW

Company & Product Overview
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Global Network
SK hynix is a global company with three manufacturing sites: Icheon and Cheongu in Korea, and Wuxi in China. It operates thirty sales subsidiaries, and has offices in seventeen countries world-wide.

(As of April, 2012 )

Category
▒

Subsidiary

● Office

Total

US

Europe

Japan

Asia

10

1

2

1

6

20

8

7

1

4

SKHYU - Weybridge
Dublin (Ireland)
Stirling (Scotland)

SKHYCW - Wuxi
SKHYCS - Shanghai
Beijing
Chongqing
Shenzhen

SKHYJ - Tokyo
Osaka

SKHYT - Taipei

SKHYH - Hong Kong

SKHYA - San Jose
Atlanta (H)
Austin

SKHYD - Raunheim

SKHYIS - Bangalore

SKHYS - Singapore

Chicago

Milano

(India)

Penang (Malaysia)

Dallas (H)

Moscow

Denver (H)

Paris

Houston

Stockholm

New York

Helsinki

Raleigh
*(H) Telecommuting

40nm-class GDDR5

DDR3 RDIMM

New NAND

Three types of CIS

Products

Products that use NAND flash memory include digital cameras, USB

SK hynix produces memory semiconductor products, such as

flash drives, MP3 players, car navigation systems, solid state drives

DRAM, NAND Flash, and multi-chip packages (MCP). Since

(SSD), and mobile devices such as smart phones and tablet PCs. The

2007, the company has expanded its portfolio to include CMOS

manufacturing process for DRAM can also be utilized in the flash

image sensors (CIS), a part of the system LSI sector.

memory business. As a result, manufacturing flash memory chips can
provide semiconductor fabrication plant owners with increased prof-

Memory Semiconductors

itability with a minimum new investment, while also curbing market

Memory semiconductors are used to store and retain information.

fluctuations in the DRAM sector. The flash memory market is now

In general terms, They can generally be divided into volatile memory

witnessing increased demand for customer-oriented products rather

and non-volatile memory. With volatile memory products, a constant

than universal memory ones, making it necessary for market players

power supply is needed to retain data, while non-volatile memory

to develop products that can respond to these needs.

products retain data even when the power is turned off. SK hynix
produces both volatile memory (DRAM) and non-volatile memory

System Large Scale Integrated (LSI) Circuit

(Flash memory).

CMOS Image Sensors (CIS) This term refers to one type of nonDRAM (Dynamic Random Access Memory) DRAM is a type of

memory semiconductors that are used for information processing.

volatile memory that can store data with a constant power supply. It

An image sensor is a semiconductor chip that converts light into vi-

is usually used as the main memory of a computer or as the graphic

sual data based on the amount that it has captured. This means that

memory for videos and 3D games. In line with the recent digitalization

it acts like the “film” in digital cameras and other imaging devices.

of consumer electronics, its use has now been expanded to include

Image sensors can be categorized into charge coupled devices (CCD)

digital TVs, smart TVs, DVD players, printers, etc. The dramatic increase

and complementary metal oxide semiconductors (CMOS), depend-

in the use of mobile communications devices, such as smart phones

ing on how they are manufactured and how they process signals.

and tablet PCs, has resulted in an increased use of mobile DRAM.

Due to recent advances in CIS technologies and the ongoing miniaturization of digital imaging devices, the market for CMOS image

Flash Memory Flash memory is a non-volatile memory that en-

sensors is expanding into high-end, high-performance products,

sures data storage even when the power is turned off. It can be

such as digital single-lens reflex cameras, camcorders, etc. This is

categorized into two types: NOR memory (code storage) and NAND

happening because the sensors are smaller and boast a low level of

memory (data storage). SK hynix produces NAND flash memory,

energy consumption. This in turn means that technological and cost

which allows sequential data access. This makes it very suitable for

competitiveness are becoming crucial determinants of a company’s

storing large volumes of data, such as digital videos and pictures.

success in the CIS market.

Global DRAM Market Share

Global NAND Flash Market Share

Unit : %
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✽Source: iSuppli, March 2012

✽Source: iSuppli, March 2012
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CEO Message

We will create a happier future with
our new name, “SK hynix”

Dear SK hynix stakeholders:

ute to all stakeholders including all employees, business partners,

First of all, we would like to thank all of you from bottom of our

shareholders, customers, and the nation as a whole with our sustain-

heart that giving us warm support and continuous encouragement.

ability management strategy. This goal will be reached through the

One very important result of the recent M&A with SK and Hynix is

company-wide application of the SK Management System (SKMS),

that it is a huge step toward our goal of becoming the world's best

which contains the essence of the Group’s management philosophy

semiconductor company. Another is that it gives us the strength and

and corporate culture. To ensure that we accomplish this mission, we

the momentum to make the world a happier and healthier place for

will focus on three core tasks.

everyone to live in.
1. We will contribute to enhance semiconductor industry and
Year 2011 was a memorable year for SK hynix. Though we faced

to prosper people around the world

tough market situation, we continuously put our effort to develop

Unrevealed essence of semiconductor industry has its potential as

technological updates and to strengthen product portfolios but also

humanity.

to improve our corporate governance and to upgrade our capability

Mobilized and smart digital devices create a new chance in semicon-

for the future.

ductor business to growth. Tablet PCs, smart phones, and smart TVs,
all these new technology devices use semiconductor as well and it

Due to the world economic crisis, DRAM market was melted down as

ensures that the market expend. SK hynix will keep open our doors

well and affected us hard to achieve our monetary goal in the second

to carefully watch new visions and possible threats for our growth

half of 2011. We experienced such extreme changes in our cash flow

and prosperity in semiconductor industry.

in most of years. In fiscal year 2011, however, made a profit that
shows the new company, SK hynix, has competitiveness and poten-

2. SK hynix will become the world's best semiconductor

tial to survive in adverse market situations.

company by creating synergies as part of SK Group

SK hynix 2012 Sustainability Report

SK hynix is well known semiconductor company to the world with its
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Surrounded by many challenges in management environment, we

industry-leading technologies. We have been prepared for our next

were still able to make a series of positive adjustments on our sus-

steps to attain world’s largest semiconductor market, such as China

tainability management system. These efforts were rewarded by a

and other emerging markets. Present preceding conditions created

number of assessment entities in and out of Korea. This includes

us to achieve more powerful brand images and higher reputation.

winning a Management Transparency Award from Korea’s five main

SK hynix will create synergy with SK telecom by information and

economic organizations and the Best Economic Justice Award from

comprehension from SK telecom retains. SK hynix will become more

the Citizens’ Coalition for Economic Justice. We were also listed in

comprehensive semiconductor company combining with SK tele-

the “East Asia 30” (FTSE4Good) and the Dow Jones Sustainability

com’s mobile and communication technologies with ours to deliver

Index (DJSI World), for second consecutive year.

world's best technology competitiveness and various business portfolios.

After M&A with SK Group, SK hynix is expected to produce even
greater result in sustainability management. Before the M&A, Hynix’s

3. SK hynix will retain its commitment to

main goal was to survive in the tough market situation. After re-

stakeholders’ happiness

named as SK hynix, however, we are able to focus on sustainable

As a member of the SK Group, SK hynix will develop its social re-

and continuous growth. To achieve this title, SK hynix will contrib-

sponsibilities even further. We will gain sustainable steady growth

to ensure all stakeholders' happiness. We promise that we will keep

Sincerely Yours,

supporting the principle of the United Nations Global Compact, ISO
26000 and the EICC Code of Conduct.

May 2012

Additionally, we will strongly stand against global issues such as use

Kwon Oh-chul

of mineral mine under armed forces conflict area and abuse in hu-

President & CEO, SK hynix Inc.

ers once again. I hope our first sustainability report as a SK hynix
provides you enough vision and trustworthy. Please give us any feedbacks that could be helpful to our new brand, SK hynix.

CEO Message

man rights. In conclusion, I would like to thank all of our stakehold-
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About This Report

The Purpose of this Sustainability Report

Reporting Period and Scope of Business Sites

SK hynix is committed to communicating with its stakehold-

This report provides information on SK hynix’s operating per-

ers and promoting their well-being. The goal of this report

formance for the period beginning January 1, 2011 and end-

is to share our sustainability management achievements in

ing December 31, 2011. Important information prior to 2011

2011 and to collect our readers’ ideas and opinions. This will

or for 2012 has been included when and where necessary.

help us to contribute to a happier and healthier future for

It covers all the domestic and overseas business sites run by

people everywhere. Profits are important, but there are other

SK hynix.

things that are equally necessary.

Credibility of Report
Report Guidelines

The contents of this report have been given a “moderate”

This is our fifth sustainability report, with the first one be-

level of assurance in terms of AA1000AS (2008), an inter-

ing published in 2008. It was prepared in accordance with

nationally recognized standard for assessing sustainability

the Global Reporting Initiative (GRI) G3.1 Guidelines and ISO

reports. This was done by Ernst & Young, an independent

26000. In the case of the time series analysis, performance

third-party auditing organization. Further information can be

indexes for the past three years were also included. Financial

found on pages 98 and 99.

information has been provided in accordance with International Financial Reporting Standards (IFRS). SK hynix plans to

Process of Deriving Major Issues

issue a sustainability report on an annual basis.

In accordance with the GRI G3.1 Guidelines, a Materiality Test
was conducted to discover issues of primary importance to SK
hynix and its stakeholders.

Process of Deriving Major Issues

Phase I

Phase II

Phase III

Phase IV

Creating a pool of issues

Categorizing and selecting
materiality test issues

Prioritizing issues

Deriving materiality issues
and reporting structure

•Create a pool of issues using the
materiality filter

•Categorize issues identified
in phase 1 to select materiality
issues for the reporting year
(except for “must-report”
items)

•Social concerns/Business
impacts: Prioritize issues
for each section using
prioritization methodology

•Derive materiality issues for
the reporting year
•Establish a reporting structure
that deals with the materiality
issues that have been derived
in an efficient and effective
manner

•Benchmarking
•Media Analyses
•Analyses of stakeholder
participation
•Review of SM Sub-Committee
meeting
•Group interviews
•Goals/Targets as defined in
the previous sustainability report

•Categorizing and prioritizing
detailed issues derived from
issue pool
•Selection of “must-report”
issues after considering
SK hynix’s sustainability
management strategy and
its goals in the previous
reporting year
•Classifying issues for the
materiality test

•Social Concerns
- Media Coverage
- Global Standards
- Review of Stakeholders
•Business Impacts
Analyses of the impact of
issues on the company’s
performance

•Final decision on materiality
issues
•Establishing reporting structure
and plans after considering SK
hynix’s capacity

•Materiality table

•Issue categories
•“Must-Report” issues
•Issues for the materiality
test of the reporting year

•Prioritizing social concern
issues
•Prioritizing business impact
issues

•Materiality issues for the
reporting year
•Reporting plan

SK hynix 2012 Sustainability Report

Objectives

12

Major
Activities

Deliverables

Major Issues Derived from Materiality Test

3
13

16

14

2

4

12
15
11

1 20

5
9

8

19

6

SOCIAL CONCERN

10 18
7
17

BUSINESS IMPACT

SK hynix Sustainability Management 8 Major Issues

Technological Innovations and
Investments

3

New Business Planning

4

Risk Management

2

11 Job Creation and Maintenance

Technological Innovation &
Future Business
Customer Satisfaction Management

8

Hazardous Materials and
Waste Management

5

Environmental Management
System

Communicating with
Employees

16

Ethics Management

18

Expansion of CSR to
Business Partners

Customer Satisfaction
Management

20

Endeavor for Employees' Happiness

10

Developing Eco-Friendly
Products

Ethics Management

1

Value Creation through
Environmental Management

Rewards and Benefits

13

Employee Training and
Career Development

14

Employee Safety and Health

15

Sharing with Communities

Employee Human Rights and
Diversity Guarantees

6 Response to Climate Change
9 Raw Materials Management

Enterprise Risk Management
19

12

and Recycling

7 Water Resources Management

About This Report

Contributions to
Local Communities

Win-win Growth with
Business Partners

17 Support for Business Partners

13
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Essential Issues

What are our goals for
sustainability
management?
SK hynix is committed to
the happiness of all its stakeholders.
It does this by maximizing
its performances and
creating enhanced values through
sustained and sustainable growth.
Sustainability Management |
Communication with Stakeholders |
Corporate Governance | Business Performance

Issue

1 Sustainability Management

SK hynix’s Approach to Sustainability
Management

prehensible and can respond to any and all changes in its external
environment.

SK hynix believes that a company’s values should be long-term, sustainable, and executed so that there is a proper balance between its

Sustainability Management Activities

needs and those of its stakeholders. This means that the company

SK hynix’s sustainability management guidelines are established by

will strive to enhance the social values of its stakeholders while creat-

its SM Sub-Committee, which is comprised of the heads of its divi-

ing economic values for itself. By doing so, it will keep growing in

sions , and SM Task Force. In September, 2011, the company also

tandem with its shareholders, customers, employees, and society as

formed a consultative body called Octa.Com, which is composed of

a whole.

the heads of eight relevant teams. They meet every other month to
discuss ways of raising employee awareness of sustainability man-

Sustainability Management System

agement issues and putting them into practice. This helps the com-

SK hynix can only grow with its stakeholders if it has an efficient

pany to identify its stakeholders’ needs and wants. The corporate

and effective sustainability management system in place. Adopting

sustainability management system also contains a Plan-Do-See (PDS)

the SK Management System (SKMS), ensures that the company’s

process to ensure that the tasks that the SM Sub-Committee and the

sustainability management activities are clear, consistent, and com-

Octa Committee develop are carried out in a strategic and systematic
manner.

SM Structure of SK hynix

CEO

Sustainability
Management
Team

SM Sub-Committee

Consultative Body for Heads of Teams
(Octa.Com✽)

Benefits
SK hynix 2012 Sustainability Report

Octa.Com
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•Raises awareness and helps to reach
consensuses
•Enables timely responses to important
issues
•Increases ability to carry out tasks
•Allows for continuous flow of new ideas

✽Octa.Com: a consultative body comprised of the heads of eight teams

SM TFT

Through sustained growth, SK hynix will create values for all its stakeholders—customers, employees,
shareholders, and local communities— as a way of contributing to social and economic development,
and the happiness of mankind.

Participants in Octa.Com, and Issues

Octa.Com
Heads of eight
relevant teams

Corporate
Culture
• CSR activities
• Building an
organizational
culture, etc.

General Affairs

Customer
Satisfaction

• Employee benefits
• Management of
suppliers
• Facilities
management

• Responses to customer
requirements
• EICC responses, etc.

Environment &
Safety

Win-Win
Collaboration

• Industrial safety
management
• Control of hazardous
materials
• Responses to climate
change, etc.

• Putting win-win
programs into practice
• Management of
supplier network
• EICC dissemination, etc.

HR
•Human rights
protection
• Improvements to
HR system, etc.

HR Development

• Management of labormanagement relations
• Improvements to employee benefits, etc.

Sustainability Management

Labor-Management
Relations

• Improvements to training
system
• Provision of training programs
• Management of
training sessions, etc.

17

Sustainability Management Goals and Performances

Category

Endeavor
for Employees'
Happiness

Value
Creation
through
Environmental
Management

SK hynix 2012 Sustainability Report

Win-Win
Growth
with
Business
Partners

18

Achieved   ◐ Partially Achieved  ◦ Not Met
Achievement

2011 Performances

1

Declaration of human rights and
labor policy

• Promulgated policies of human rights and labor

• Raise awareness among stakeholders

2

Implementation and dissemination of new HR policy

• Simplified positions and adopted mileage-type
personnel management system

• Institutional improvements to enable new HR
policies to take root

3

Strengthening performance
management system

• Applied HyMBO performance management
system

• Increase support for personal career management system

4

Human resources development
and competitiveness

• Implemented program to foster specialists
• Fostered candidates for leadership roles
• Operated education committee

• Expand program to foster specialists and add
more specialties
• Develop more courses for each position and
improve system for fostering candidates
• Revamp system for fostering global talents

HRD Team

5

Improving employee benefits
system

• Expanded benefits to include families of
employees
• Provided mobile SK hywel web service

• Improve employee benefits system to encourage
participation of employees’ families

Labor
Relation
Team

6

Carrying out company-wide
energy reduction initiatives

• Formed task force in charge of energy reduction
initiatives

• Draw up energy reduction roadmap
• Identify areas for potential energy savings and
estimate expected payback

7

Evaluation of environmental
and economic value of products

• Achieved 13% value increase year over year
(Factor 3.0▶3.39)

• Achieve Factor 3.5

8

Increasing share of LCA-applied
products

• Expanded number by 12% year over year
(LCA assessment rate 73.3%▶82.1%)

• Maintain LCA assessment rate of at least 80%

9

Acquisition of carbon footprint
labeling certificate for major
products

• Received certificate for 40nm-class 2Gb DDR3
SDRAM
• Received certificate for 30nm-class 32Gb NAND
Flash MLC

• Increase number of certified products to at
least five

10

Response to stronger RoHS and
REACH regulations

• Checked the development & mass production
status of lead-free resistor suppliers

◐

• Prepare for the application of lead-free resistors
to mass production

11

Strengthening source controls

• Conducted environmental impact assessments before installing production equipment – Respond
to complaints about noise and odors (achieve
zero legal risk)
• Implemented health index, which increased by
69%

◐

• Reduce number of errors
• Establish accident investigation board
• Secure environmental infrastructures, including
treatment facilities

12

Carry out SK hynix clean air
project (Hy-CAP)

• Reduced amount of hydrogen fluoride through
enhanced maintenance of main scrubbers

• Reduce volume of hydrofluoride emissions from
each factory

13

Win-Win Growth and Fair Trade
Agreement

• Signed Win-Win Growth and Fair Trade
Agreement with business partners
• Managed win-win growth index

• Expand number of items in win-win growth
initiatives

Partner Collaboration
Team

65

14

Measurement of GHG emissions
by business partners

• Assessed energy levels of eighteen business
partners and drew up action plans

• Prepare energy assessment reports on business
partners

ESH R&D
Center

66

15

Sharing sustainability management policies and processes with
business partners

• Created codes of conduct for business partners
• Received EICC compliance pledges from 209
business partners and gave them tools to conduct
self-assessments
• Visited eight suppliers within the factory complex

• Establish an EICC assessment system for business
partners

Sustainability Management Team

67
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Fundraising and sharing
activities

• Raised KRW 950 million with participation of
13,425 employees (75%)
• Launched hope sharing initiatives (e.g., free
breakfast deliveries, eco-friendly study rooms)

• Expand Sharing Good Memory Fund initiatives

Developing future scientists

• Distributed robot kits to kids at local children’s
centers
• Volunteer group leaders led robot science classes
• Taught robot science classes

• Run weekly robot science classes (employees
participate as instructors on a monthly basis)
• Hold SK hynix Robot Olympiad

Talent-sharing volunteer
activities

• Ran once Visiting Semiconductor Class
• Ran 10 times Junior Engineering Class

◐

• Expand the number of Visiting Semiconductor Class
• Hold 12 times Junior Engineering Class a year

Expansion of community-based
programs

• Formed sharing relationships with twenty local
children’s centers in Icheon and Cheongju
• Eleven volunteer programs in rural communities

◐

• Establish sharing relationships with seven rural
villages and families who receive free breakfasts

Incorporation of risk management activities

• Established risk management directions
• Improved results in risk management capability
assessment (partially integrated management
of risks)

Sharing
17
with Local
Communities
18

2012 Plans

Teams in
Charge

Main SM Goals

Page
44

Human
Resources
Team

45

45-48

52

56

ESH R&D
Center

57

Supplier
Quality
Assurance
Team

Environment, Safety
and Health
Team

59

61

72-73

Corporate
Culture
Team

73

74
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Enterprise
Risk Man- 20
agement

• Create mid to long-term roadmap by assessing
management level of each major risk

Internal
Audit &
Consulting
Team

79

Incorporating Stakeholders’ Opinions into
SM Activities

dition, sustainability management assessment results from home and

SK hynix collects stakeholders’ requirements related to sustainabil-

the company understand the nature of its SM performance and

ity management through diverse channels and responds to them. A

make improvements. SK hynix makes continuous efforts to translate

case in point is its stakeholder surveys which have been reflected in

its sustainability management tasks and core performance data into

our annual Sustainability Report. In addition, after receiving seventy-

concrete activities. It’s achievements in sustainability management re-

four cases of customer enquiries and requests for on-site diagno-

ceived wide recognition at home and abroad in 2011. For example, it

ses from the Electronics Industry Citizenship Coalition (EICC) and

won the Management Transparency Grand Prize and Best Economic

individual customers in 2011, SK hynix conducted a series of self-

Justice Award, and was listed on the Dow Jones Sustainability Index

assessments and inspections, identifying the issues that had been

(DJSI) World / Asia-Pacific for two consecutive years.

abroad, including the Dow Jones Sustainability Index (DJSI), helped

raised and incorporating them into its management activities. In ad-

DJSI World/Asia Pacific/Korea Index Logo

UNGC Logo

2011/12

Sustainability Management Highlights

2008
• The platinum prize in the semiconductor category at the 2007 Vision
Awards Annual Report Competition
(League of American Communications Professionals, July)
• Ranked fifth in Sustainability Index
published by Economic Research Institute for Sustainable Society (ERISS)
(Kyunghyang Daily, July)
• The ‘Bingha Award’ given to an
outstanding enterprise responding
to climate change (Korea’s Carbon
Disclosure Project (CDP), October)

2011

• Joined the United Nations Global
Compact (UNGC, September)

• Joined DJSI World/Asia Pacific Index
(September)

• A Presidential Citation at the 6th
Small and Large Business Cooperation Awards (Ministry of Knowledge
Economy, October)

• KoBEX SM ‘AAA’ (Ministry of Knowledge Economy, November)

• Management Transparency Awards
(Five major Korean economic organizations, February)

• LOHAS Management Award (Korea
Green Foundation, October)
• The ‘Ocean Award’ given to an
outstanding enterprise responding
to climate change (Korea’s Carbon
Disclosure Project (CDP), October)
• Sustainability Management Awards
(Ministry of Knowledge Economy,
November)
• KoBEX SM ‘AAA’ (Ministry of Knowledge Economy, November)

• Hankyoreh Social Responsibility Awards (Hankyoreh Economic
Research Institute, December)

• Best Economic Justice Award
(Citizens’ Coalition for Economic
Justice, June)
• 2010 Good Corporate Governance
Awards (2010 Good Corporate
Governance Awards, June)
• Joined DJSI World/Asia Pacific/Korea
Index (September)
• A Presidential Citation at National
Productivity Awards (Ministry of
Knowledge Economy, September)
• KMAR Sustainability Report Grand
Award (Korea Management Association Registrations & Assessments,
October)
• KoBEX SM ‘AAA’ for three consecutive years (Ministry of Knowledge
Economy, November)
• Joined “East Asia 30” (Hankyoreh
Economic Research Institute,
November)

Sustainability Management

• LOHAS Management Award (Korea
Green Foundation, December)

2010

2009
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2 Communication with Stakeholders

• Love sharing relay campaign
• Visiting Semiconductor Class
• Junior Engineering Class
• Good Memory Committee
• Volunteer leaders’ meeting
• Industry-academic cooperation programs &

• QBR (Quarterly Business Review)
• CSC (Customer Service Center)
• Product exhibitions & distribution of brochures
• Surveys
• Operation of a multilingual website
• Newsletters

sisterhood relations
• Special Science Volunteering program
• The Good Memory Art Street project

Co
B usin e ss
Partners

re h old
S h a vesto e rs/
rs
In

• SK hynix Council’s general meeting
• Partners Day with business partners
• Visiting Chamsori Ethics Management
Class for business partners
• Win-Win Partnership Academy
• Briefings for business partners
• ESH business partners meeting

Cus
to
m
e
rs

l
c a ies
L o unit
m
m

• Stockholders’ general meeting
• Public announcement of

performance
• Cyber IR
• Investors’ meeting
• Non-deal roadshow
• Domestic and overseas confer-

ences
• Sustainability Report

• ESH Management Committee

SK hynix 2012 Sustainability Report

(Advisory Committee on Environment
Management)
• Green Company Council (GCC)
• Carbon Neutral Belt event
• ESH integration system
• P resentation competition on ESH
improvement cases

20

ee
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E
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iro
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ent

• Employee satisfaction survey
• SK hynix Culture Forum
• SK hynix Webzine
• Exciting Organizational Culture Committee
• Industrial Safety and Health Management

Committee
• Labor and Management Council
• Management briefing sessions
• Operations briefing sessions
• HyCom

SK hynix values continuous exchanges and partnerships with all its stakeholders—customers, employees,
shareholders, business partners, and local communities—in order to realize its ultimate vision of
promoting their economic and social well-being.

Method
Jan. 13 ~ Jan. 24, 2012 (12 days total)

Period

Online Survey (in Korean/English)

Method

Top 20 Sustainability Issues
•Awareness (multiple answers allowed)
•Materiality (on a 5-point scale)

Items in
Questionnaires

Content
Top 20
Sustainability
Issues

Business/Management
•Ethics Management
•Risk Management
•Technological Innovation
& Investment
•New Business Planning

Environment
•Environmental
Management System
•Response to Climate
Change
•Water Resources
Management
•Hazardous Materials/
Waste Management
•Raw Material
Management & Recycling
•Eco-friendly Product
Development

Employees
•Job Creation &
Maintenance
•Employee Human Rights
& Diversity Protection
•Reward & Benefits
•Employee Training &
Career Development
•Employee Safety &
Health
•Employee
Communication

Others/Society
•Support for Business
Partners
•Expansion of CSR to
Business Partners
•Contribution to Local
Community
•Customer Satisfaction
Management

Number of Respondents

No. of
People Surveyed
No. of Respondents

Stakeholders

Total 32

Total 45

Total 163

Total 34

22

24

72

12

11

10.1%

75.0%

44.2%

26.7%

32.4%

Business Partners

Government/
Related Agencies

Customers

Employees

28.6% (141 people responded from 493 surveyed)

External Organizations

Communication with Stakeholders

Response rate

Total 219
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3 Corporate Governance

Shareholder Status

BOD to ensure objective decision-making and a more efficiently run

SK hynix offered its shares through an IPO at KRW 20,000 per share

BOD. Outside directors comprise more than half of both committees,

on December 26, 1996, and its common shares were listed on the

further enhancing each committee’s independence. SK hynix’s BOD

Korea Exchange. On February 14, 2012, SK Telecom participated in a

meets on a monthly basis to carry out crucial decisions promptly. No-

paid-in capital increase, and purchased outstanding shares previously

tably, through holding frequent ad-hoc meetings as well as regular

held by the Share Management Council. It became the largest share-

conferences, the BOD contributed greatly to making fair and rational

holder of SK hynix, with a 21% ownership stake. As of February 15,

decisions in the process of bringing SK Telecom in as the company’s

2012, the total number of shares outstanding was 694,022,374.

new largest shareholder. In 2011, a total of 17 BOD meetings and 14
committee meetings were held, with the average attendance rate of

Shareholder

Shareholder ownership

No. of shares

SK Telecom

21%

146,100,000

7%

44,250,000

Domestic institutions

26%

180,937,204

Foreigners

24%

168,599,864

Others

22%

154,135,306

100%

694,022,374

Share Management Council

Total

Board of Directors
SK hynix’s BOD consists of four inside directors and five outside ones.

outside directors standing at 98 percent.
Inside Directors
Name

Career Highlights

Position in BOD

Chey
Tae-won

•Chairman & CEO, SK hynix
•Chairman & CEO, SK Innovation Co., Ltd.
•Chairman & CEO, SK Holdings Co., Ltd.
•Former Chairman & CEO, SK Energy

CEO

Ha
Sung-min

•Chairman of BOD, SK hynix
•President & CEO, SK Telecom
•Former President, Mobile Network Operator
Business, SK Telecom
•Former Head of Corporate Center,
SK Telecom

BOD Chairman,
Member of
Outside Director
Recommendation
Committee

Kwon
Oh-chul

•President & CEO, SK hynix
•Former Senior Vice President,
Hynix Semiconductor China Ltd.
•Former Senior Vice President of Strategic
Planning

CEO

Park
Sung-wook

•Executive Vice President, SK hynix
•Former Senior Vice President of R&D division,
R&D and Manufacturing Center
•Former vice president, Hynix Semiconductor
America Inc.

-

Outside directors who went through a fair endorsement process
administered by the Outside Director Recommendation Committee
now account for more than 50% of the total number of directors,
enabling more transparent and balanced activities to be conducted.
In addition, the positions of the Chairman of the BOD and CEO of
SK hynix have been separated since 2010 in order to improve the
Board’s independence and facilitate its advisory and monitoring
function on management. The Outside Director Recommendation
Committee and the Audit Committee were put in place under the

SK hynix 2012 Sustainability Report

Shareholder Structure
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After deal closing (February 15, 2012)

December 31 , 2011

15%

22%

21%

31%
SK Telecom
Share Management Council

592 million
shares
outstanding

Others

31%
24%

Domestic institutions
Foreigners

694 million
shares
outstanding

23%

26%

7%

The positions of Chairman of the BOD and CEO of SK hynix have been separated to enhance the Board’s
independence and facilitate its management advisory and monitoring activities. Outside directors now
account for more than 50% of the total number of directors, enabling more transparent and balanced
activities to be conducted.

A Globally-Connected BOD

Outside Directors
Name

Career Highlights

Kim
Doo-kyung

•Advising Professor for Management, Korea
Banking Institute (Current)
•Executive Vice President, Korea Federation of
Banks (2007~2010)
•Director General, Financial Markets
Department and Currency Issue Department,
Bank of Korea (1974~2007)

Position in BOD

Member of
Audit Committee

Park
Young-june

•Professor, Department of Electrical
Engineering, Seoul National University (1988~)
•Senior Research Engineer, GS Semiconductor
Institute (1985~1988)
•Research Associate, IBM

Member of
Outside Director
Recommendation
Committee

Yun
Sai-ree

•Partner & Lawyer, Yulchon (Current)
•Lawyer, Yoon & Partners (1989~1997)
•Prosecutor, Busan District Public Prosecutor’s
Office (1980~1982)
•Admitted to bar, Korea (1978)

Member of
Outside Director
Recommendation
Committee

Kim
Dae-il

•Professor, Department of Economics, Seoul
National University (1998~)
•Researcher, Korea Development Institute
(1996~1998)
•Assistant Professor, Rice University
(1992~1996)

Member of
Audit Committee

•Professor, KAIST Business School (2000~)
•Director, Industrial Policy, Ministry of Trade,
Lee
Industry and Energy (1999~2000)
Chang-yang
•Passed 29th National Higher Civil Servant
Examination, Korea (1991)

In 2011, the members of SK hynix’s Board of Directors made the
most of the many opportunities available to help them understand
today’s global operating environment better. For example, its chairman and outside directors participated in an Advanced Directors’
Program hosted by the Korean Institute of Directors. They attended a
series of high-level lectures in six fields, including corporate law and
accounting, and shared information with directors and executives
from other companies. In July, members of the Audit Committee attended the Institute of Internal Auditors International Conference in
Kuala Lumpur. They learned about advanced trends in auditing, and
exchanged information with representatives of other leading global
companies. The BOD members also attended the Directors’ Professional Course of the National Association of Corporate Directors in
San Francisco, the annual general meeting of the International Corporate Governance Network in Paris, and the annual general meeting of the NACD in Washington, DC. The BOD’s own meeting in May

Member of
Audit Committee

BOD Committee Structure
Committee

Members

Roles

Audit Committee

Three outside directors
(Kim Doo-Kyung,
Kim Dae-Il, Lee Chang-Yang)

Auditing of accounting /
business affairs, appointment of external auditors

Outside Director
Recommendation
Committee

Two outside directors
(Park Young-June,
Yun Sai-Ree), one standing
director (Ha Sung-Min)

Examination of candidates’
qualifications for external
director positions, and
recommendations of same

was held in Wuxi, China, where the company’s SKHYCL subsidiary is
located. They received reports on the business activities of the subsidiary, and reviewed SK hynix’s global management strategy.

Selected as Company with Good Corporate
Governance
SK hynix was named a Company with Good Corporate Governance
in the listed companies category by the Corporate Governance Service in June. It received high scores for its efforts to protect shareholders’ rights, strengthen the transparency of its management, and
engage in meaningful BOD activities.

Establishing Support Programs for BOD Members
SK hynix has built a ubiquitous business support system utilizing IT
technologies. It offers information about the company, including its
finances and sales and the BOD’s past agendas and minutes, to Board
members in real time through a secure network and the BOD’s own
information system. Members can also participate in Board meetings
pany provides newly-appointed directors with orientation sessions
about its operations and those of the semiconductor industry as a
whole, as well as opportunities to visit its production sites. A workshop for the BOD members that was held in 2011 gave its members
a chance to discuss the future of the semiconductor industry and

Corporate Governance

from abroad by means of video-conferencing. In addition, the com-

learn about the company’s management strategies.
23
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4 Business Performance

Creating and Sharing Economic Values
SK hynix shares the economic values it creates with all its stakeholders. It also invests in new technologies, and enters into new markets
to discover future growth engines.
(Unit: Millions of KRW)

1,395,352

Salaries

Defined benefits

Benefits

1,071,132

89,594

234,626

Employees

Taxes and Utilities

123,515

121,928

Local Communities

10,395,811

Donations
1,587

Customers

310,397
Sales

Interest costs
310,397

Shareholders and
Investors

Domestic
709,569

Americas

Consumables,
repairs, etc

Material costs

3,346,611

5,407,515

2,103,234

2,447,790

Business Partners

China
1,770,690

Asia
3,480,037
SK hynix 2012 Sustainability Report

✽except
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China

Business process outsourcing costs
856,491

Europe
1,088,904

(55,970)

3,215,002

The company

Other
Deferred value
(55,970)

✽In 2011, SK hynix received government subsidies totaling KRW 3.8 billion, including KRW 1.2 billion in national project subsidies.

Depreciation
costs, etc.

SPECIAL FEATURE

Semiconductors are one of Korea’s key industries, in terms of both production and exports. In 2011,

SK hynix Driving
Nation’s Economic
Growth

an industry-wide slowdown caused by the ongoing global economic downturn resulted in lower
prices for memory semiconductors, as well as a 1.1% reduction in their production and export. Despite this, semiconductors remained one of the country’s main export items, accounting for 9.1%
of its total. The bulk of these were for memory semiconductors. In 2011, SK hynix was the secondlargest memory chip maker with a 23% share of the global DRAM market in terms of sales.
The Chinese semiconductor market is the largest in the world. It is expected to reach $140 billion

SK hynix in
China

and represent more than a third of the global market by 2015, according to data released by iSuppli
in the fourth quarter of 2011. SK hynix’s Chinese subsidiary, SKHYCL, was founded as a joint venture with STMicro in 2006. It became a 100% subsidiary of the company in 2010 with the transfer
to it of STMicro’s shares.
SKHYCL currently produces about 50 percent of SK hynix’s DRAM, representing about 11 percent
of global DRAM production. It has grown into the largest foreign invested enterprise in the city
of Wuxi, with 3,800 employees. Going forward, SK hynix will pursue a higher level of localization
based on its parent company’s China Insider Strategy, which aims to develop future growth engines
through China-based globalization.

Business Performance

Chairman,
Chey Tae-won visiting SKHYCL
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8

Major Issues

What is SK hynix
doing to
create value
for its stakeholders?
SK hynix is committed to creating
sustainable economic values and
fulfilling all of its corporate responsibilities.
It is preparing for the future by
engaging in continued technological
innovations. Its successes are reflected in
its relationships with all its stakeholders.
Technological Innovation & Future Business |
Customer Satisfaction Management |
Ethics Management |
Endeavor for Employees' Happiness |
Value Creation through Environmental Management |
Win-Win Growth with Business Partners |
Sharing with Communities |
Enterprise Risk Management

TECHNOLOGICAL
INNOVATION &
FUTURE
BUSINESS
Major Issue

01

Companies must innovate to remain competitive. SK hynix is constantly

SK Hynix 2012 Sustainability Report

reinventing itself through continuous investments in research and
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development. This allows it to maintain its industry leadership and
develop technologies that drive its businesses forward.

Technological Innovation

stepping up its efforts to develop 3D NAND for high-density products

In this era of smart phones and tablets and other mobile devices, it

through the stacking of NAND cells.

is obvious that the semiconductor memory field is a very promising
business to be in. Because demand for digital memory is increasing

Looking to the Future

every day, suppliers are increasingly hard-pressed to keep up with it.

SK hynix is currently developing PCRAM2, STT-MRAM3, and ReRAM4,

There are two reasons for this: a relatively small number of manufac-

which are all next-generation memories. It is also carrying out joint

turers, and technological limitations.

development projects with leading companies around the world to
ensure its future competitiveness. For example, it is cooperating with

Competitiveness in DRAM market

Toshiba in the development of STT-MRAM and working with HP to

SK hynix stabilized the yield rate of its 30nm-class DRAM at an un-

develop ReRAM.

precedented speed in 2011, continuing its successful product devel-

2 Phase Change Memory, or PCRAM, is a next-generation memory product that detects changes in material status
and saves data. It combines the fast speed of DRAM with the non-volatility of flash memory, which retains data
even when power is cut off. This bridging of the speed gap between existing storage memory and main memory
leads to enhanced system efficiency.
3 Spin Transfer Torque Magnetic Random Access Memory, or STT-MRAM, is a non-volatile memory that takes
advantage of the difference in resistance from the reorientation of the magnetization. It has a limitless number
of read/write cycles and consumes less power than existing memories, making it useful in a large number of
applications.
4 Resistance Change Random Access Memory, or ReRAM, is a memory semiconductor that uses resistance memory
elements whose resistance states are changed by the external application of electric stimuli. It overcomes the
limitations of NAND products that are related to both speed and capacity.

opment activities. The company’s portfolio of DRAM products has
also expanded, with its share of high-value-added products standing
at over 70%. This has played a very helpful role in allowing it to respond to unfavorable market conditions. SK hynix is now developing
products in the 20nm-class process, and will gradually move on to a
10nm-class process. It is also focusing on the development of TSV1

CMOS Image Sensors (CIS)

technology, which enables the stacking of twice as many chips, 50%

CISs are semiconductor chips that act like digital “film” in mobile

faster speeds, and 40% less power consumption than the traditional

and digital imaging devices. SK hynix re-entered the CIS business

wire bonding process.

in 2007 to diversify its product portfolio further and secure future

1 T SV is an innovative 3-dimentional technology for stacking chips that doesn't require wires to connect and
vertically stack the chips.

growth engines. Its sales have been doubling every year since. The
company provides customers in the mobile market with a wide lineup of products, ranging from 3M-Pixel and 5M-Pixel to 1M HD sen-

SK hynix’s development of 20nm-class NAND Flash products allowed

sors. In order to keep up with rapidly increasing consumer demand

it to achieve cost competitiveness within the industry as a whole,

for such high-end mobile products as smart phones and tablet PCs, it

adding to its dominance in the High Speed Application market. The

is accelerating its development of 1.1㎛, Back Side Illumination (BSI)

company also increased its market share of applied complex products

sensors, and ultra-slim solutions. Its present goal is to begin mass

to over 50%, meaning that its NAND Flash products began making a

production in the second half of 2012. It also plans to diversify their

significant contribution to its sales and profits. In addition to continu-

applications to include high-value-added sensors, automobiles, and

ing its focus on the development of 10nm-class products, it is also

security devices.

R&D Investments

16GB (2Rx4) Comparison of RDIMM Power Consumption

Unit: Millions of KRW

▒ 30nm-class 1.35V
6
5

790,261
6.5%

833,788
8.0%

4
3
2
1

2011

2010

▒ R&D expenditures

R&D To Sales Ratio

Unit: Watts

▒ 20nm-class 1.25V

5.2
4.5

4.0
3.5

22%

23%

DDR10671

DDR13332

Technological Innovation & Future Business

Competitiveness in NAND Flash market

0
1 DDR1067: Data transfer rate 1,067 Mbps

2 DDR1333: Data transfer rate 1,333 Mbps
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Display Driver IC (DDI)

an ultra-low operating voltage of 1.25V, it is designed to satisfy the

DDI is a semiconductor device that makes calculations and adjust-

demand for highly-efficient, energy-conserving systems in the upper-

ments to the pixels that makes up a display. SK hynix developed driver

level server market.

IC for LCDs in 2010, and is currently working on its mass production.
Because of the rising demand for DDIs following the rapid growth of

Graphics Memory

the mobile devices industry, it is also developing smaller DDIs. They

The graphics memory must operate at extremely fast speeds in order

are scheduled for mass production in the second half of 2012.

for a system to convey life-like images on its displays. SK hynix offers
such memory solutions through its 30nm-class products, which have

Power Management IC (PMIC)

a maximum transfer rate of 2,133Mbps. In addition to increased per-

PMIC is another semiconductor device that controls and adjusts an

formance, our products consume less power, helping our costomers

electronic device’s power use. It is found in computers, cell phones,

practice green management more effectively. The 30nm-class graph-

home appliances, industrial equipment, and automobiles. Demand

ics products that it launched in 2011 consume 24.5% less power

for it is expected to increase exponentially in the future, and SK hynix

compared to the previous 40nm class products. They have a low op-

plans to begin its mass production in 2012.

erating voltage of 1.35V, which increases their overall efficiency by
18.3%.

Investment in R&D
SK hynix engages in intensive R&D efforts to ensure its sustained

Mobile Memory

growth and strengthen its mid- to long-term technological compe-

The mobile devices industry is pushing for higher performance with

tencies. In 2011, it invested 833.8 billion KRW in R&D, representing

equal or less power consumption. At the end of 2011, SK hynix fin-

8.0% of its total revenue.

ished the development of its 30nm-class LPDDR3, a next-generation
mobile memory. Its successor, LPDDR4, will meet the market’s de-

Eco-Friendly, Innovative Products

mand for a low-power, high-performance mobile device.

Computing Memory (4Gb DDR3)
In line with its eco-friendly green management practices, SK hynix
Improved Power Consumption of Graphics Memory Products

is now applying 20nm-class process technology—the industry’s
highest—to all its 4Gb DDR3 devices. In addition to enhancing its

Unit: GBps/Watt

20

productivity by 60% compared to the existing 30nm-class process,

16.2

the DDR3 device has an ultra-low operating voltage of 1.25V (com-

13.7

15

pared to 1.35V/1.5V for existing DDR3 devices) and a transfer rate

11.0

of 1333Mbps. Boasting a maximum transfer rate of 2133Mbps, it
10

can process 4.3Gb of data per second through a16 bit-wide data

24.5%

18.3%

bus—the same as the maximum capacity of a single-sided DVD. In
0

addition, using the 20nm-class process enhances its energy efficiency

40nm-class 1.5V

by more than 22% compared to the 30-nm class process. Boasting

30nm-class 1.5V

Mobile DRAM Operating Voltage and Performance Level

Drain Voltage (V)

30nm-class 1.35V

Bandwidth (GBps)

2.5

15

12.8
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LPSDR

30

2

12

LPSDR
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SPECIAL FEATURE

Mass production
of 20nm-class
NAND flash
products

SK hynix became the first company in the world to have its 20nm-class E2NAND1 product certified
by key customers in the mobile market. In addition, the company completed the development of a
NAND flash solution that combines a 30nm-class 32 Gb NAND flash product with a controller. This
was done through its strategic partnership with Anobit, an Israeli design firm. SK hynix hopes to ensure its unrivaled competitiveness in the mobile-embedded market for smart phones, tablet PCs, and
other devices through the continuing development of its 20nm-class products.
1 Embedded ECC + Enhanced Efficiency NAND, or E2NAND, is a premium solution that contains a controller with an error correcting code, or ECC, function and a
performance-enhancing function. It is a high-capacity, high-performance memory that enhances the reliability of data storage devices by minimizing storage-related
errors and extending their storage period.

Innovation
Management

Strengthening Workplace Innovation Capabilities
SK hynix uses statistical problem-solving methodologies to resolve problems. It trains its employees
in the use of these methodologies carries out pilot tasks that take the different circumstances and
characteristics of each division into account, and provides the support of experts. In addition to resulting in a number of best practices, these efforts allow the company to accelerate its improvement
processes through statistical verification.

Innovations to Processes and Systems
SK hynix makes constant improvements to its product planning and supply chain management processes so that it can respond to changes in an increasingly uncertain market in a prompt and proactive
manner. For example, it has accelerated its new product planning and decision-making processes by
holding meetings that focus on new products exclusively, implementing a “Bizplus”2 system, and
laying the groundwork for speedy and systematic decision-making regarding its product portfolios. In
addition, it is making improvements to its supply chain processes by developing demand forecasts and
sales plans on a weekly basis. It also makes weekly forecasts of the delivery dates of each division that
serves as a contact point for its customers, allowing it to respond to changes in demand and deliveries
in a more efficient and effective manner.
2 BIzplus: A system that provides the kind of real-time information that is needed for swift decision-making, including product portfolios, factors affecting decision-making, and customer data.

Improving Team-Oriented Training Fundamentals
The company carries out continuous activities aimed at improving its team-oriented training fundamentals. It does this to strengthen its employees’ abilities and increase their motivation. In 2011, the
company made improvements to its pilot activities and turned them into company-wide ones, heightPromoter Score (NPS)3 for each team increased by approximately 81%. The company is also working
on the development of more effective implementation methodologies. This is being done through the
implementation of a “Second Wave Pilot Project,” which is a team-centered learning program based
on individual growth and passion.
3 Net Promoter Score (NPS): A means of measuring the percentage of members with positive and negative attitudes

Awards for Innovation Activities
SK hynix won twelve gold prizes and five silver ones at the 37th annual National QCC Championship
of the Korea National Quality Awards, winning first place in the overall rankings. It also received a
Presidential Citation at the 35th annual National Productivity Awards, the most prestigious award

Technological Innovation & Future Business

ening its employees’ awareness of the value of training. Compared to 2010, for example, the Net
E2NAND Product Specifications
Package LGA 52 / 2 Channels
Capacity 16GB (1+4-stack) /
32GB (1+8-stack)
64GB (8-stack)

given in the group category.
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CUSTOMER
SATISFACTION
MANAGEMENT

Major Issue

02

SK hynix incorporates customer satisfaction into its management system.

SK Hynix 2012 Sustainability Report

This is based on its belief that strengthening its customer relationship levels is

32

just as important as enhancing its product quality to create value for its customers.

Customer Satisfaction Management

Customer Satisfaction Assessments

SK hynix is a recognized leader in the field of customer satisfac-

SK hynix receives quarterly and/or semi-annual scorecards from its

tion management, including a wide range of world-class products,

key customers. They are used to evaluate it in terms of technology,

industry-leading quality improvement processes, a state-of-the-art

quality, response and delivery times, and other factors. The company

verification and quality assurance system, and high-quality services.

uses these results to maximize its strengths and improve on its weak-

It ensures the highest level of customer satisfaction by engaging in a

nesses.

broad array of quality improvement activities. These include Quality
Marketing and On-Site Verification (OSV) activities to minimize cus-

Identifying Customer Needs

tomer dissatisfaction, monitoring the quality of products before they

SK hynix holds regular meetings to identify and focus on the needs of

are shipped, and setting up a product quality analysis center on its

its customers. It also identifies product quality and system improve-

customer website. It also offers supports for customer enquiries and

ment issues through its Voice of Customer (VOC) system. In addi-

technology, and is implementing a wide range of other customer sat-

tion, it provides real-time replies to customer enquiries through its

isfaction management strategies. In addition, the quality of its prod-

Customer Support Center (CSC), and has set up a Customer Request

ucts is guaranteed through its Customer Audit Inspection process.

Reporting Channel on its website that can be accessed in the native
language(s) of each country it operates in.

Customer Satisfaction Vision
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Linkages
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Customer
Satisfaction

• Quality Marketing (Quality Rating)

Receiving top scores for quality from key customers. Resolving issues related to product defects and customer
dissatisfaction through quality improvement activities

• OSV (On-Site Verification)

Minimizing customer dissatisfaction through OSV on customer website

• QA Gate

Strengthening QA Gate to ensure that customer quality targets are set prior to shipments

• Analysis Center

Setting up an analysis center on customer website to enhance quality and providing real-time responses to
customers

• CSC (Customer Support Center)

Responding swiftly and accurately to customers’ enquiries

• Direct Channel for Key Customers

Providing prompt support through direct communication channels

• Audit

Gaining customers’ trust through world-class quality system

Customer Satisfaction Management

Customer Satisfaction Management Strategy
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Customer Satisfaction Response Process

Maximizing synergies by improving connections between divisions through response units in each one
Analyses of Customer Requests & Competitors’ Level of Customer Satisfaction
Objectives Identifying customer needs and improving
customer satisfaction management levels
Information
Collection
•Information on
sales techniques
•VOC

Customer
satisfaction
levels

•Suppliers
•Internal customers

Measurements
Customer
VOC

Products

Quality
Assurance &
Reliability
Division

Methods

On-line questionnaires and third-party surveys

Product planning

Development

Sales

Corporate
image

Improvements
Marketing

•Meetings

Customer
Response
Survey

CSI Cycle
Analyzing customer requests and
trends and incorporating results
into product development and
customer satisfaction processes

Production

홈페이지Customer
고객요청 접수채널
Online
Request Reporting Channel

Filing
불만족접수
complaints

Product
제품정보
information
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Key customers

Quality

•Benchmarking
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Targets

Products, quality, level of satisfaction,
Categories repurchase intentions, suggestions, etc.

•Potential customers
•Information on
competitors

New
product
planning

Q&A
Q&As

Product
설명서
manuals

Dealer
대리점
information
정보

품질
Quality
monitoring
모니터링

Development

Efforts to Enhance Quality

customer satisfaction program called On-Site Verification (OSV) that

When a defect is reported, SK hynix immediately replaces the faulty

sends engineers to the customer’s worksite(s) to resolve problems

product, analyzes the cause of the problem, and shares the infor-

with defective products. These efforts enabled SK hynix’s domestic

mation with the customer. It also uses conference calls to discuss

and Chinese subsidiaries to pass the customer quality system evalua-

product quality and supply issues with its customers, uses its product

tion 133 times in a row (as of February 2012).

analysis center to monitor product quality in real time, and operates a

Shortening Response Times through Use of Analysis Center

Customer

Before
establishment
of center

Issue

Sales Subsidiary in
Shanghai (SKHYCS)
Product/Notification of defect

Product/Lab results

FA Report 검토 후 송부

FA Report 작성

Writing and sending report

Product/Lab results

After
Issue

Lab analyses

HQ

FA Report 작성 후 송부

Lab analyses,
FA Report✽

Test

Test

Sharing results

✽FA Report: Failure Analysis Report

On-Site Meetings

High Level Quality Meeting

On-Site Meetings

Quality Meeting
Quarterly Meeting

Enhances product quality, reliability,
and customer relationships through
VIP-level quality meetings

Contributes to ensuring product quality
through in-depth communications

Monthly Meeting

Weekly Meeting

Monthly Meeting

Weekly Meeting

Enhances quality of custom-made
products through monthly data review
between on-site Field Application
Engineers (FAEs) and customers

Contributes to the prompt resolution
of quality-related issues by monitoring
the company’s product manufacturing
process through weekly on-site meetings between the FAEs, the customers,
and management. Carried out at the
customers’ requests

Customer Satisfaction Management

Quarterly Meeting
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SPECIAL FEATURE

On September 15th, SK hynix was awarded an AAA, the Korea Customs Service’s highest authorized

AEO AAA
Certification

economic operator (AEO) certification level. There are currently 181 Korean companies that are officially designated as AEO certificate holders, and SK hynix was the first one to receive an AAA grade
except for those that participated in the pilot version. The term “AEO company” refers to a firm that
has been recognized for complying with the World Customs Organization’s export and import supply
chain security standards or equivalent ones. Since SK hynix depends heavily on exports and imports
for its sales and purchases, its competitiveness will be greatly enhanced by the swifter and safer logistics services made possible by this certification, including fines and tariff inspection and export and
import freight inspection waivers.

AEO Importer Certificate

AEO Exporter Certificate

SK hynix 2012 Sustainability Report

AEO Certificate Presentation Ceremony
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ETHICS
MANAGEMENT

Major Issue

03

Starting with the establishment of its Code of Conduct in 2000,
SK hynix has been emphasizing ethics management as the guiding
principle behind the thoughts and actions of all its employees,
from top management to new hires.

고객만족경영
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Revisions to Code of Conduct

it, members of the company’s Sustainability Management Team,

In order to meet the demands of the global management environ-

which is charged with ethics training, visit it to provide custom-tai-

ment and its stakeholders, SK hynix complies with a wide range of

lored training sessions on employment ethics and examples of cor-

international standards, including the Code of Conduct of the Elec-

rupt behavior. In 2011, the company provided eighteen such sessions

tronic Industry Citizenship Coalition (EICC) and ISO 26000. In May

to 1,136 people, including all the employees at its domestic work-

2011, the company completed the fifth revision of its Code of Con-

sites, resident and dispatched workers at SKHYCL, and one business

duct, including content related to labor practices, fair trade, human

partner.

resources development, and a clearer and more concrete definition
of its environmental protection and social responsibilities.

Gift Return Center
SK hynix operates a Gift Return Center during the Lunar New Year

Code of Conduct for Each Division

and Chuseok, and when it announces staff appointments every year.

In 2011, SK hynix developed a Code of Conduct for each of its di-

In 2011, eight presents were returned to their senders. Gifts with

visions to address the problem of different working conditions at

illegible addresses or that were perishable were donated to the un-

each one. This included conducting surveys of ethics issues, hosting

derprivileged.

workshops for each division, and gathering the opinions of team
and group heads. When these detailed items for the various codes of

One-On-One Consultations

conduct were compiled, they were confirmed by the CEO.

Staff members from the Sustainability Management Team visit the
company’s worksites to share their experience and discuss best prac-

Reading Code of Conduct and Pledging Adherence
to Ethics Management

tices with other teams and departments. The team made ten such
visits in 2011.

Starting in 2006, SK hynix has been asking all its employees to read
the Code of Conduct and pledge to adhere to the concept of eth-

Ethical Management Newsletter

ics management. They can do so by accessing the company’s Eth-

The company publishes the “SK hynix Ethics Management Newslet-

ics Management System. In 2011, 98.5% of its technical and office

ter” and sends it to its employees and business partners by e-mail.

workers and 75.5% of its full-time employees at its domestic work-

It keeps them informed about trends in ethics management, events

sites made the pledge.

and training sessions for ethics team leaders, ethics management
training for locally hired staff, results of the Gift Return Center’s op-

Mobile Chamsori Ethical Management Class

erations, and so on. Seven issues were published in 2011 and were

SK hynix offers its employees and business partners the use of a Mo-

sent to two thousand business partners.

bile Chamsori Ethics Management Class. When a worksite requests

SK hynix 2012 Sustainability Report
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 C
 ode of Conduct for Marketing &
Sales Division
 S creenshot of Code of Conduct
Reading

 Visiting Ethics Management Class

Operation of Ethics Management System
SK hynix’s Ethics Management System has been in place since 2008.
Designed to facilitate communication with both its internal and external stakeholders, it includes all the company’s ethics management
activities, such as the Code of Conduct, rules and programs, training,
PR, and evaluations and rewards.

Ethics Management Data

Unit: Scores

92.0
90
88

86.9

86
84

84.2
82.8

82.9

82
80

81.8
2009

2010
Ethics execution index

1

2011
Ethics performance index

2

1 Ethics execution index: An index that measures an organization’s ability to put
ethics management into practice
2 Ethics performance index: An index that reports the level of stakeholder awareness of
a company’s ethics management practices

Compliance
SK hynix did not violate any laws concerning fair trade or its
relationships with its customers in 2011.







Ethics Management

 Ethics Management Newsletter

 Ethics Management System

 Pop-up window signaling that the Gift Return Center is in operation
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SPECIAL FEATURE
SKHYCL applies the same ethics management guidelines and pro-

Ethics
Management
Activities at
SKHYCL in China

grams as those used in Korea. All its employees are required to perform their tasks in accordance with the parent company’s principles
of ethics management. SKHYCL’s website offers information that
allows all its stakeholders to understand its commitment to ethics
management and participate in ethics management activities. In addition, SKHYCL has a fully independent ethics management unit that
reports directly to the head of the company. It is responsible for carrying out all its ethics management activities, including policies and
programs, training and promotions, and stakeholder information.
All the employees at SKHYCL receive training in ethical behavior
Notice of “No-Gift” policy

upon joining the company and every other year thereafter. In addition, the company encourages its business partners to practice ethics

management by sending them reminder letters every year and prohibiting their employees from giving and receiving holiday gifts. In March 2011, eighty-three of the company’s business partners were
given training in ethics management and renewed their commitment to practicing it.

Training in Fair Trade Practices

Practicing Fair
Trade

SK hynix carries out fair trade training sessions targeting employees in divisions that are responsible
for manufacturing and procurement. Their content includes subcontracts, win-win growth, and the
Fair Transactions aspects of the Subcontracting Act.
Dates

Target(s)

Course Description

Number of Trainees

March 11

Manufacturing & procurement personnel

Matters dealing with subcontracts

80

June 8

Manufacturing & procurement personnel

Win-win growth and subcontracts

80

August 18

Marketing & sales personnel

Records retention policy

20

Establishing a Win-Win Growth Compliance Infrastructure
As part of its efforts to encourage the voluntary observance of fair trade laws and regulations, SK
hynix revised the terms of its procurement contracts with its business partners so that they meet all
the standards recommended by the Korean Fair Trade Commission (FTC). The company also adopted
the FTC’s three guidelines for ensuring win-win relationships.

SK hynix 2012 Sustainability Report

Document Retention Policy
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To minimize the risk of violating court orders requiring record preservation, SK hynix introduced a
company-wide standard on document formats after conducting a survey, and set a retention period
for each one.

Introduction of Legal Council System
The company analyzed the legal risks inherent in a number of different business areas as a preparatory step towards introducing a legal counsel system. The system, which will take effect in 2012,
meets all the requirements of Korea’s newly amended company law.

Countries around the world are expanding both the scope and the enforcement of their anti-trust

Fair Trade
Activities and
Achievements

laws. Since even a harmless comment or a gathering with one’s market competitors can now be
viewed as an illicit activity, Asia’s type of corporate culture, which is often linked to family events and
personal connections, is especially vulnerable to criticism and legal action.
SK hynix is well aware of the financial and non-financial risks of cartel
activities, since it has already paid
fines to the US Department of Justice
and the European Commission for
DRAM price-fixing and has dealt with
a number of civil suits in connection
with DRAM, SRAM, and Flash memory products brought by both direct
and indirect purchasers. As a result,
the company has been conducting
Cartel prevention training for new hires of the Marketing & Sales Division

cartel prevention training for all the
employees of its Marketing & Sales

Division and its overseas sales subsidiaries since 2010. The training as well as anti-trust consulting and
PR activities are provided by the International Trade & Relations Team.

SK hynix is a defendant in litigation brought by Rambus Inc. with respect to the alleged infringement

Defending against
Rambus Lawsuit

of Rambus’ patents by SK hynix's SDR SDRAM and DDR SDRAM. The litigation has been filed in
Germany, France, the United Kingdom, and the United States. The European Patent Office revoked
Rambus’ key patents subject to the litigation against SK hynix in the EU’s jurisdiction. Accordingly,
the litigation in the UK was dismissed, the litigation in France ceased further proceedings, and the
litigation in Germany was deferred.
With regard to the litigation in the US, SK hynix objected to the decision of the US District Court for
the Northern District of California in March 2009 and filed an appeal with the US Court of Appeals
the following April. In May 2012, the US Court of Appeals for the Federal Circuit nullified the original
judgment, stating that there had been an illegal destruction of trial evidence by Rambus. It remanded
the case to the US District Court for the Northern District of California.
In another action, SK hynix objected to a decision from the Federal Circuit Court of Appeals and filed
an appeal to the US Supreme Court over the validity of Rambus’ patents in question and its failure to
inform the Joint Electron Device Engineering Council about its patented technologies. The Supreme
Court declined to hear the case.
Rambus brought another lawsuit against SK hynix and its US subsidiary by alleging that SK hynix’s
DDR2 and GDDR memory products infringed on other patents that Rambus holds. In addition, Ramers, alleging that they had conspired to prevent Rambus’ RDRAM from entering the market. In November 2011, the jury delivered its verdict, stating that the codefendants had not engaged in illegal
activities. As a result, the court issued a judgment on February 15, 2012 rejecting Rambus’ claims.

Ethics Management

bus filed an anti-trust lawsuit against SK hynix, its US subsidiary, and other memory chip manufactur-
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ENDEAVOR
FOR
Employees'
HAPPINESS
Major Issue

04

SK hynix believes in people-oriented management, and engages with

SK Hynix 2012 Sustainability Report

its employees through continuous communications.
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Employee-Centered Personnel Management System

SK hynix provides its human resources with long-term, continuous competency
development. This includes self-directed learning and training that has been
custom tailored to meet the needs of the semiconductor industry.

Customized
Training

SK hynix’s performance management process involves both discussions and
coaching. The company is committed to providing full and fair evaluations of
each employee’s achievements and competencies.

Fair
Evaluations

SK hynix believes that employees who are motivated make the best workers.
It recognizes and rewards high-value workers for their contributions to
the company’s market value and business performance.

Well-Deserved
Rewards

Current Status of Employees

The number of male and female employees was 12,034 (or 51.4%)

As of the end of 2011, SK hynix had 23,430 employees. 12,585 of

and 11,396 (or 48.6%), respectively. Their average number of years

them were based at the head office in Icheon, 5,900 at the Cheongju

of continuous employment was 8.0, and regular workers comprised

worksite, 416 at the Seoul office, and 61 elsewhere. Another 4,468

99.9% of the workforce. The company’s job creation rate was 8.3%,

were employed overseas.

while its turnover rate was 5.5%. Compared to 2010, the number

Status of Employees

Unit: Persons

0.1%

(16)

37.9%

Men

Total

48.6%

23,430

(11,396)

By gender

51.4%
(12,034)

Executives and office workers

(8,894)

Women

62%

By job group

Production workers

(14,520)

Contract workers

Workers with
disabilities (Persons)

120

110

100
80

95

101

15

18

15

2009

2010

2011

Average years of
continuous
employment (Years)

10
8

Senior workers

7.6
6

8

-4.8%

5.7%

8.3%

2009

2010

2011

6.0%

3.3%

5.5%

2009

2010

2011

Job creation rate

6.9

60
40
20

1.9%

2.5%

4.1%

4

2009

2010

2011

2

Female managers

0
2009

2010

2011

Endeavor for Employees' Happiness

Employee Diversity Indicators

Turnover rate

0
2009

2010

2011
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of senior workers had fallen by 3 to 15, while those with disabilities

quirements of the Electronics Industry Code of Conduct (EICC) and

had increased by 9 to 110. The percentage of female managers rose

the UN Global Compact. They also reflect the company’s commit-

to 4.1, continuing its upward trend.

ment to human rights and global labor standards, especially with
regard to respect for human rights; prohibitions against forced labor,

Human Rights and Labor Policy

child labor, and the employment of minors; working hours; wages;

SK hynix established a Human Rights and Labor Policy in 2011. Based

non-discrimination; and freedom of association. These policies are

on its philosophy of people-centered management, it includes both

mandatory for all the company’s employees, overseas subsidiaries

philosophical principles and workable guidelines that satisfy the re-

and business partners.

SPECIAL FEATURE

Current Status of
Employees
at SKHYCL, China

As of the end of December, 2011, a total of 3,944 employees were working at SKHYCL, including
452 from Korea (or 12%) and 3,492 local ones (or 88%). 907 of the local hires were office workers, accounting for 26 percent of the total workforce, while the remainder were production and
maintenance workers. The average number of years of continuous employment was 4.1, which was
reduced to 3.0 when only local staffers were taken into account. The company’s job creation rate
was 7.1 percent, and its local job creation rate was 7.2%.

Category

Men

Women

Sub-Total

Men

3,944

2,198

1,746

4.1

4.9

3.1

7.1%

452

443

9

12.8

12.9

6.8

6.6%

Office
workers

328

323

5

12.8

12.8

5.2

9.3%

Production
workers

124

120

4

12.7

13.2

8.8

0.0%

3,492

1,755

1,737

3.0

2.9

3.1

7.2%
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Local
Hires

907

524

383

3.6

3.5

3.8

17.9%

2,585

1,231

1,354

2.8

2.7

2.9

3.9%

44

Office
workers
Production
workers

Women

Job
Creation
Rate

Sub-Total
Total

Korean
Workers

Average Length of
Continuous Employment

Number of Employees

Local hires can be broken down by gender into 1,755 men (or 50.3%) and 1,737 women (or 49.7%).
The company adheres to all of China’s laws regarding gender equality. 22% of the company managers are women.

Fair Evaluations and Rewards

HR Policy

Productivity incentives and profit sharing are added to a worker’s

SK hynix’s revamped HR policy focuses on fostering long-term hu-

basic salary. The value of productivity incentives is calculated in line

man resources who will grow in tandem with the company. It simpli-

with the company’s annual business performance, while profit-shar-

fies job positions into three categories (assistant managers, senior

ing is based on individual performances. The company evaluates its

managers, and directors), and rewards employees for their perfor-

employees based on their performances and competencies, and pro-

mances on a cumulative and continuous basis. The overall goal of

hibits any discrimination based on their gender, educational back-

the system is to increase the worker’s engagement with their jobs

ground, religion, and so on. In 2011, the average annual starting

and to enhance their performance for the good of themselves and

salary for new hires who had graduated from university was approxi-

the organization. Subsequent survey results showed that employee

mately KRW 38 million. It was about KRW 31 million for produc-

satisfaction with the new system continued to increase after its in-

tion employees engaged in equipment maintenance and repairs, and

troduction, since it reduced the pressures related to promotions and

about KRW 27 million for full-time operators.

ensured equitable evaluations.

Performance Management
Evaluation and Reward System

Every employee can request a recalculation of his or her evaluation

SK hynix ensures that its performance- and competency-based em-

results through a formal objection process. The evaluation processes

ployee evaluations are comprehensive and fair by conducting them

are fully computerized. In 2011, SK hynix began operating an e-HR

in the context of a particular employee’s roles and positions within

management system called SK hynix Management by Objectives, or

the company. General performance evaluations are conducted twice

HyMBO, which maximizes the organization’s performance by linking

a year for office employees and senior production employees whose

it to that of each worker. Employees who want to upgrade their per-

performance can be clearly assessed. They involve qualitative and

formances can work with employment mentors throughout the year,

quantitative assessments of individual performances in four catego-

and monitor their own achievements.

ries that include both main tasks and basic activities. Competency
evaluations are conducted for production employees and office em-

Developing High-Potential Workers

ployees below Level 5 who take part in the actual production of

SK hynix has implemented a vertical career development system

goods. Ten criteria, including on-the-job knowledge, initiative, and

and a strategic job rotation system as part of its efforts to foster

communication skills, are used for the competency evaluation, and

the development of high-potential workers and strengthen its com-

the results are reflected in the employees’ promotions. Evaluation

petitiveness. Each employee sets a career development goal using

results are used to determine annual salary increases and calculate

company guidelines, and follows it up through self-directed learning

the value of performance-related rewards.

and job rotations. The company’s Human Resources Team classifies

HR Development Data (Domestic)
(Hours)

72

Unit: KRW

74
62
72,734

50
60,400

62

60

(Persons)

75,000

65,514
56,869

2011

439,000

2010

306,000

2009

186,000

2008

358,000

2007

420,000

90,000

62,737
60,000

30
45,000
10

30,000

0

0
2007

2008

2009

▒ Number of trainees

2010
Number of training hours per employee

2011
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SK hynix Training System
Leaders’ Competencies

CEO course

Assistant
Manager

Preparing for leadership

Analytical
thinking
Supportive
leadership

Presentations
Document
planning

Staff

Problem-solving

In-House Courses/Online / Telephone/Video Courses

Management school

Communications

Global Biz Skills Clinic

Understanding leadership
(Delivering results, developing human
resources, leading changes)

Actual Global Biz Skills (Meetings / Writing / PT / Negotiations)

Candidates for teams

MBO

Domestic and overseas training

Engaging leadership

Project
Management

High-quality human resources in technology fostering program

SK hynix MBA

Coaching

Management administration specialist fostering roadmap

Leadership in practice
(Delivering results, developing human
resources, leading changes)

134 types of
specialists

Marketing and sales specialist fostering roadmap

Team leaders

General
competencies

Manufacturing specialist fostering roadmap

EMBA

R&D specialist fostering roadmap

Strategy execution
leadership

Promotion / Dissemination of SK hynix spirit

Director

Strategic
decision-making

Basic Global Biz Skills (Meetings / Writing / PT)

One-on-one foreign
language coaching

Newly appointed
executives

Candidates for group leader

Senior Manager

Global Competencies

Fostering overseas employees
(Ten-week intensive program)

Special lectures in
management

Job-Related Competencies

Reading program

Executive

Category

Basic job-related
courses
Introductory courses for new hires

▒ Required

▒ Selected

▒ Optional
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SKHYCL’s
HR Policy

SKHYCL revised its HR policy in 2010. It upgraded it again in 2011 so that it would dovetail better
with the parent company’s HR system. Its mileage-based rewards and salary increases led to heightened job performances and reduced the turnover rate of technical engineers and maintenance workers in 2011 by more than 20% compared to the previous year. SKHYCL will develop its HR system
even more in 2012 to respond to the steadily rising cost of labor in China.

high performers and potential managers into separate groups and

On-The-Job Education and Training

monitors their performance during the job rotation process. In ad-

SK hynix’s team leaders offer individual employees coaching to im-

dition, potential managers are offered training in advance to ensure

prove their competencies, while teams set self-development plans

that they have the experience and skills needed for management

every year. This is done to ensure that every employee is able to apply

positions. The revamped HR system also allows for the creation of a

what he or she learned in theory to their actual work in practice.

pool of team leaders and team leader candidates. Team leaders are

Beginning in 2011, the focus of the company’s competency develop-

re-evaluated every two years.

ment activities shifted from individually-driven planning to field experience led by team leaders. In specific terms, this means that team

Training Specialists

leaders now offer general guidance after evaluating each member’s

SK hynix offers its employees a wide variety of custom-tailored cours-

plan for developing his or her abilities. After it has been finalized

es to suit their skills and abilities. 292 training courses were offered

through one-on-one consultations with the team leader, the plan is

in 2011, including eighty-four new ones. In addition, four programs

put into action. In 2011, all the company's office workers established

were developed for core R&D staff in the area of future growth en-

their own development plans, with 98% recording higher scores

gines. The company intends to improve its training guidelines even

than they what received in 2010.

further by taking new technologies and product trends into account.
This will include providing more programs that are linked to its strategic initiatives and/or the development of future growth engines.

Developing Specialists
Improve guidelines
(250 training
Specialists )

Self-Development Planning Process

Establish training
schedules
(100 in-house
instructors)

Approve training
roadmaps
(Education
Committee)

Evaluations
by team
leader

Establish selfdevelopment plans
(Team leaders'
coaching for
members)

General
guidance by
team leaders

Establish
self-development plans

Plans
approved
after
counseling

Execution of
individual
plans &
Feedback

Unit : No. of Programs

Status of Specialist Development Programs

167(52 new)

128(37 new)

98(22 new)

93(16 new)

▒ R&D

87(30 new)

71(31 new)
Total

292

(84 new)

2011

2012
(Scheduled)

Total

352

(104 new)

▒ Marketing
/


Administration

▒ Manufacturing


Education Committee Activities
Team in Charge of
Education and Training

Education Committee

Request training

Establish training directions

Deliberate necessity/direction
of training programs

Decide/Share directions for
fostering training

Develop course plans

Review suitability of programs

Develop courses

Recommend field experts

Offer courses and evaluate
results

Verify/Provide feedback

Monthly
Meetings

Endeavor for Employees' Happiness

Management and
Employees in the Field

Receive/Share reports
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Fostering the Development of Managers

Operation of Education Committee

SK hynix selects potential managers early in their careers so they can

The Education Committee was established in 2011. It is composed

start meeting their responsibilities early on. Its Human Resources and

of thirty team leaders from four job groups: R&D, manufacturing,

HRD teams work together to choose high-potential team and group

marketing, and administration. In 2011, one regular meeting and

leaders. Then they provide them with about three years of training

two workshops with in-house instructors were held each month. This

and education in the company’s mid to long-term competency build-

allowed the company to lay the groundwork for a training system

ing program. Action-oriented programs that help deliver business

that produces tangible results based on each employee’s job perfor-

results are provided to workers who are currently in leadership posi-

mance. In addition, the committee helped set the future direction

tions. Both of these programs were offered in 2011. Going forward,

for HR development, improve its talent development guidelines for

the company intends to develop more courses, including leadership

different positions, decide content of future programs aimed at fos-

training for team leaders, “on-board” training for newly-appointed

tering job specialists, and etc.

executives, and business coaching for managers.

Evaluating Training

Target

Evaluation

New hires

Understanding level is evaluated and individual
feedback is given by the team leader and mentors

Transfer candidates

One-on-one interviews with an outside expert are
conducted, and the results are used in selecting
transferees

Manager candidates

Present execution plans and achievements to
immediate supervisor after training

The company’s training programs have different evaluation criteria.
For new hires, the evaluations focus on their understanding of basic
tasks. Transfer candidates undergo a one-on-one interview assessment with an external expert and a ten-week intensive program. The
results of both steps are used in selecting which employees are chosen to go overseas. Management candidates present their execution
plans and goals to their immediate supervisors after their training,
while managers submit their execution plans to share best practices

Managers (Team leaders)

in leadership development.

Present execution plan to trainer
*Share best practices after evaluation

Training System for Manager Candidates

Leadership Competencies
Basic

SK hynix 2012 Sustainability Report

Group
leader
candidates
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Management Competencies
Advanced

Basic

Strategy execution leadership

Strategic leader

Advanced
EMBA

Strategic decision-making

Leadership practicing workshop

Team
Leaders
Leader equipped with
communication skills

Newly-appointed team
leaders’ guide to success

Management School

Team Leader
Candidataes

Understanding leadership
Prepared leader

SK hynix MBA

Communications with Employees

Horizontal Communications Channels

rienced a single labor disruption since its founding. It is considered

The goal of horizontal communications is to encourage teamwork

to be one of the most exemplary cases of a successful industrial rela-

and promote group coordination within an organization. SK hynix

tionship in all of Korea.

management shares the company’s vision with its employees through
a variety of communication channels based on mutual trust and re-

Labor-Management Communications

spect, including monthly meetings with group leaders and team

In contrast to most labor-management communications, which focus

leaders and special meetings with outstanding teams. One example

solely on collective bargaining, SK hynix has established three stages

of this is the SK hynix Culture Forum. Designed to empower the

of communication channels. They include weekly working-level dis-

voices of younger workers and comprising staff members or assistant

cussions about major labor-management issues and a small group

managers from each business division, its mandate is to come up

council that addresses grievances and suggestions emanating from

with ways of creating a more vibrant corporate culture that reflects

the company’s worksites. In addition, each worksite has a regular

the wants and needs of the younger generation. The company also

labor-management council that is part of the company-wide labor-

operates an “official” communications channel called hyCom. Opin-

management council.

ion leaders from each division use it to disseminate the company’s

The company’s CEO hosts briefings dealing with its quarterly business

vision, inform its workers about changes to its policies and programs,

performance. Information sessions on its operations and HR man-

and deal with employee grievances.

agement meetings are held on a regular basis. These various communication channels reflect the company’s commitment to working

Employee Opinion Surveys

in partnership with the labor union.

SK hynix has been conducting employee satisfaction surveys since
2007. Covering a variety of categories, such as HR strategies, evalua-

Internal and External Communications

tions, rewards, and employee engagement, they serve as a means of
gathering opinions from all the company’s worksites and measuring

SK hynix Webzine (Hyzin)

employees’ satisfaction with their work. All results are shared among

Hyzin started publication in 2004 as another communications chan-

the workforce, and the ideas and suggestions that are put forward

nel for the company’s employees. In 2005, its readership was ex-

are taken into consideration in refining the company’s procedures

panded to facilitate communications between the employees and

and policies.

the company’s external stakeholders. Its format was updated again
in 2011 to allow it to deliver a greater variety of information. It is

Labor-Management Relations

published monthly, and can be delivered via e-mail upon request.

The labor-management relationship at SK hynix is positive, congenial, and cooperative. It is based on mutual trust and respect, the
company’s “employee-first” principle, and its belief that labor and

Labor-Management Communications
Category

management are not two separate entities. As a result, labor and

Collective
bargaining

Communications Channel Regular LaborManagement
Council

Labor-Management Status

Small Group Council
Labor Union
at Icheon

Labor Union
at Cheongju

Number of Eligible Workers

7,281 persons

4,642 persons

Number of Members

7,182 persons

4,501 persons

98.6%

97.0%

Category

Membership Rate
Affiliated Unions

Korea Metal Workers’ Association

Annually

Central
Communications about issues
Labor-Management
at all worksites
Council

of contract negotiations, major issues, and the company’s overall
management. Thanks to these shared efforts, SK hynix has not expe-

Frequency

Bargaining about wages and
contract renewal

Operational
Management briefings
Information
HR management
Sharing
meetings
Other

Weekly
labor-management
working-level talks

Ad-hoc

Communications about issues
at specific worksites

Quarterly

Communications about issues
in each division

Monthly

Development status and
production performance reports

Monthly

HR status and plans

Monthly

Communications about
important issues between
labor and management

Weekly

Endeavor for Employees' Happiness

management engage in a program of active communication in terms

Description
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Its number of subscribers soared by 50% to about 5,700 over the

tus, as well as managers’ meetings at which key issues are discussed.

previous year.

It has also put a VOE (Voice of Employees) program in place. In addition, outstanding employees are rewarded and offered a chance

Company Magazine

to undergo training at the head office. The company also offers a

SK hynix also publishes a company magazine named SK hynix News.

variety of programs that are aimed at boosting employee morale.

Originally issued as a bi-weekly tabloid newspaper, it was relaunched
as a bi-monthly magazine in May 2011. In addition to delivering
news of interest to the company’s entire community of stakeholders,

Activities Related to Decision-Making
Category

it contains information on the company’s technological competen-

Frequency

Description
Share information about current
status of the company
(can be replaced by data sharing)

cies and community contribution activities.

Management
Briefings

Quarterly
(after management
performance
announcements)

Communications at SKHYCL

Senior Managers’
Meetings

Quarterly

Discuss current issues

VOE

Non-regular

Gather employee opinions

SKHYCL operates both online and offline channels to ensure smooth
and efficient communications with its employees. In addition to
holding meetings with employees to listen to their grievances, the
company is establishing an advanced and collaborative labor-management culture through labor-management working sessions and
regular meetings with the labor union. In addition, each group and
team is offered the opportunity to meet with a Korean manager at
least once a month. The employees also have a channel through

Selecting Employees with Outstanding Performances
Frequency

Description

Rewards for Employees with
Outstanding Performances

Category

Annually

Rewards granted by CEO of Head
Office or subsidiary

Training for Employees with
Outstanding Performances

Semiannually

Job training at head office and
opportunities to experience Korean
culture

which they can discuss their grievances and plan for their personal
growth and development.
SKHYCL Communications Channels
Category

One Goal Talks

GWP Activities
Labor-management
working-level talks

Talks with CEO

Objective

Description

Team Building

Encouraging stronger ties
among employees

Support for leisure activities and
other team building activities

Logistics Day

Motivating W/H employees

Sports day with BBQ party

Christmas Parties

Motivating employees and
helping them feel comfortable
with their new place of
employment

Singing contests, playing Korean
traditional games, gifts

Communications at the European Sales Subsidiary

Gifts on major
Korean Holidays

Motivating employees and
sharing Korean culture

Korean traditional cookies and
gifts

SKHYD, SK hynix’s sales subsidiary in Germany, engages in a wide va-

Employees’
Birthdays and
Wedding
Anniversaries

Motivating employees and
boosting their loyalty to the
company

Birthday gifts
(unmarried employees),
wedding anniversary gifts
(married employees)

Frequency

Quarterly

Description

Regular meetings
Meetings classified
between management
by job categories
and the labor union

Semi-Monthly

Monthly
Meetings between
employees and the
labor union

riety of communications activities. They include management meetings to share information about the company’s current business sta-
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Category

  March 2012 issue of Hyzin

 March/April 2012 issue of SK hynix News



Communications at SKHYCL

Clubs

•Sports and the Arts and
Culture and Education

•Operation of over ten clubs

Company Magazine

In-House Broadcasting
Station
•Video news/news flashes:

•Published bimonthly
•Introduction to divisions and
teams, interviews with
employees, news related to
the company

Online/Offline
Channels for Two-way
Communication

Culture Gallery

•Photos taken at the company’s
major events, promotional
posters, and notices for
different groups

management policies,
news related to the company

•Other cultural programs

In-House Reporters
•Selected from each job group
•Report news about job groups
•Encourage communications within
the company and the development
of a positive corporate culture

Stakeholder Interview

Hello. My name is Karl Hardt. I’m in charge of the sales division at SKHYD. I worked in the semiconductor industry
for nineteen years in sales and marketing before I joined SK hynix. I’m impressed by how diligent and passionate its
Korean employees are. As a salesman working at the forefront of all sales activities, I wish that more decision-making
authority could be delegated to on-site employees to ensure quicker responses to the market. I also hope that this
can serve as an opportunity to meet the various stakeholders of SK hynix.
SKHYD in Europe is doing its part to contribute to the sustained growth and bright future of SK hynix.

Take care & Viele Grüße! _ Karl Hardt / SKHYD

Endeavor for Employees' Happiness

Hope to see more on-site decision-making
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Employee Benefits
Employee Benefits

Amenities

Operating in the belief that the best employee performances start

Commuter buses operate free of charge in metropolitan Seoul. They

with satisfied workers, SK hynix provides a variety of benefit pro-

go to and from all the areas surrounding SK hynix’s worksites. The

grams to ensure that its human resources can lead stable and pros-

company provides one free meal a day for every employee at its in-

perous lives. Designed with the employees’ entire life cycle in mind,

house restaurants, as well as dormitories for single employees and

they range from health and basic livelihood supports to education

apartments for married ones. It also offers in-house medical and

and culture.

dental clinics, physical therapy rooms, and fitness testing rooms. In
addition, it boasts a number of sports facilities, such as indoor gyms,

Operation of SK hywel web-based portal

fitness centers, swimming pools, and tennis courts, as well as in-

SK hynix developed a web-based benefits portal called SK hywel that

house wedding halls, shopping malls, and banks.

provides benefit choices to support the lifestyles of its employees.
There is also a mobile version that enables employees to gather infor-

Leisure

mation on their cell phones. The company also operates an SK hywel

With the implementation of the five-day work week, SK hynix came

Family Site at www.skhywel.co.kr that provides employees’ families

up with various support programs so that its employees can refresh

with easy access to its various benefit programs.

themselves through leisure activities. In addition to forming partnerships with well-known resorts, amusement parks, and theme parks

Family-Friendly Supports

at reduced prices, it operates its own tours and work/study programs,

When its employees experience a major family event, SK hynix pro-

and provides its employees and their families with free packages to

vides them with congratulatory or condolence payments. When an

watch shows, performances, and other cultural events. It also pro-

employee’s family member dies, the company assists with the funeral

vides its employees with a ticketing service for trains and airplanes,

in terms of both manpower and goods. It also provides subsidies to

and offers them free travel advice.

employees and their family members to alleviate the burden of medical expenses, and helps with school expenses until the employee’s

Hobbies

children have graduated from university. In order to ensure that its

SK hynix runs an in-house cultural center at which its employees and

employees can enjoy a comfortable life after retirement, it assists

their families can register and take classes together. In addition to

them in paying for private insurance coverage on top of the national

lectures, the center offers family-oriented educational programs. The

pension plan. It also offers low-interest loans when employees are

company also operates about forty in-house hobby clubs.

SK hynix 2012 Sustainability Report

buying a house or getting married.
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 SK hywel web-based benefits portal
 Mobile version of SK hywel
O
 pening ceremony of psychological
consultation center
  U-Wellness
A
 wards ceremony for worksites
with outstanding health programs

Advisory Service

including a stop smoking clinic, an obesity program, and gym classes.

SK hynix runs an in-house legal and tax office for its employees. It

It promotes healthy lifestyles by reducing the number of smoking

also operates a marriage office.

areas, installing stairs to help its workers burn off excess calories,
making videos to promote healthy drinking habits, and encouraging

Creating a Happy and Healthy Workplace

stretching exercises in its offices.

Physical and Mental Health Promotion Project

Medical Checkups

Maum-Sanchaek, SK hynix's counseling center, helps workers deal

The company’s extended its medical check-up program to include

with work-related stress and other issues. In addition, the company

employees’ families in 2011. The service includes free breast can-

worked with the Ministry of Knowledge Economy to establish a pro-

cer screenings, prenatal and postnatal care, vaccinations, and other

gram called Ubiquitous Wellness (U-Wellness) to help protect its em-

types of assistance.

ployees’ physical and mental health.

Preventing Infectious Diseases
Team-Based Health Grade System

SK hynix attempts to prevent infectious diseases and germs from

SK hynix conducts health assessments for each of its business work

spreading through company-wide disinfection activities and Legion-

units. Working from the health check results of each of its employ-

naires’ disease and bacteria inspections of its in-house restaurants,

ees, each unit is assigned a health grade rating. It then carries out

drinking fountains, and vending machines.

custom-tailored health training based on the negative factors and
offers health promotion advice that is based on its overall grade.

Prevention Activity

Frequency

Company-wide disinfection

Monthly

Legionnaires' disease inspections

Annually (during the summer)

Managing the Work Environment

Bacteria inspections at in-house restaurants

Annually (during the summer)

SK hynix controls the amount of hazardous substances at its work-

Bacteria inspections of drinking water

Bi-monthly

sites and ensures that they meet all legal standards. In addition, labor

Bacteria inspections of vending machines

Quarterly

and management conduct assessments of the work environment
twice a year. Any risk factors that are detected are dealt with im-

Outside Recognition

mediately.

All of SK hynix’s worksites obtained Worksite with Outstanding
Health Promotion certificates from Korea’s Ministry of Employment

Promoting Good Health

and Labor in 2011. Its SKHYCL subsidiary in China won plaudits for

The company operates a number of health management programs,

its health promotion program for female employees.

Stakeholder Interview

A Mother of Four Gives Thanks to SK hynix’s Benefits Programs

a “super mom,” who is determined to succeed both in her work and in her child-rearing. Starting with her eldest daughter, Jeonghui, who is now ten years old, she gave birth to two more daughters, Jeong-eun and Jeong-yeon (aged nine and six), and a son,
Jeong-min (aged 4). She has been able to build her long career at SK hynix while also raising four children because she maintains a
healthy balance between her work and her family. This was made possible by the various benefit programs that SK hynix has put in
place for employees with children. “SK hynix offers all kinds of benefit programs for employees like me who have young children.
They include swimming classes for kids in the summer and a ski class in winter, as well as programs that send the children to English
villages, farms, and so. The company also helps its employees enjoy cultural activities with their families, such as watching musicals
or puppet shows and picnics. It even provides financial assistance to ensure that their children can attend school. It’s no wonder that my children are very happy

Endeavor for Employees' Happiness

Yoon Su-hyang, a senior production employee, joined SK hynix in August 1988 and has been with the company ever since. She is

that their mother works for SK hynix.” _Yoon Su-hyang, Engineer, D-PKG Process Management Team
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VALUE CREATION
THROUGH
Environmental
MANAGEMENT
Major Issue

05

SK hynix engages in a wide range of activities related to climate change.
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It has enhanced the eco-friendliness of its products by
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obtaining Carbon Footprint labeling, conducting Life Cycle Assessments, and
developing a CO2 Calculator

Addressing Climate Change

Approaches to Climate Change

GHG Emissions Inventory

SK hynix complies with all of the Korean government’s regulations

SK hynix manages its GHG emissions at all of its worksites. Its two

governing its Greenhouse Gas Target Management and Emissions

domestic worksites created a GHG inventory in 2005, and the one

Trading Scheme, as well as all international rules and regulations.

in China established its inventory in 2007. The worksites in Korea

It also manages changes in costs and product quality as a result of

have been measuring their Scope 3 indirect emissions1 and man-

extreme weather patterns, such as yellow dust, typhoons, and heavy

aging them through a third-party certification process since 2011.

snowfalls, and alterations to its supply network. All risks relating to

Their total Scope 3 emissions in 2011 stood at 413,000 tons of CO2

climate change are assessed by the company’s Environment Safety

equivalents. The company reduces PFC emissions that occur during

Group. Issues are prioritized depending on the need to respond. They

semiconductor manufacturing processes by optimizing its operations

are also reported to management for a company-wide response.

and using alternative gases.
1 Emissions caused by overseas business travel, the international shipping of products, and waste
disposal

ESH Vision

Vision

Slogan

Target

Share Dream with Eco-Memory

Do Green 50-15

•Reduce GHG Emissions by 50% by 2015
•Eco-Efficiency Factor 5 by 2015

Unit: kilotons of CO2 equivalent

2,554

1,042

2011

2011

2,443

2,212

1,004

917

2010

2009

2010

2009

Domestic Worksites

Award from Carbon Disclosure Project Korea

Worksites in China

Value Creation through Environmental Management

GHGs Emissions

✽Total emissions from all SK hynix worksites are the combined amount of six major greenhouse gases, with the
exception of NF3. Total emissions from the company’s domestic worksites are the figures that were reported to
the central government under Article 44 of the Framework Act on Low Carbon Green Growth
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Participating in Greenhouse Gas and Energy Target
Management System  

Energy Reduction Activities

SK hynix participates in the central government’s Greenhouse Gas

recycling waste energy, improving the efficiency of equipment, and

and Energy Target Management System. It also organized a task

using alternative energy.

force to carry out energy conservation on a company-wide level. In

A representative case of energy recycling is the use of waste heat

contrast to previous measures, which only centered on supply-relat-

generated from wastewater and coolant to heat industrial water.

ed departments, the new ones have a much wider scope, ensuring

This system, which was completed in early 2011, resulted in energy

that all the organizations within the company participate in energy

reductions worth KRW 4 billion over the year. The company also re-

saving activities. This goal is enhanced through campaigns to raise

duces its energy use by optimizing its processes and increasing the

its employees’ awareness of the need to preserve the environment

efficiency of its equipment. Given the characteristics of semiconduc-

and conserve energy. Going forward, SK hynix will introduce an en-

tors, it is vital that a constant temperature and humidity level be

ergy efficiency grading system for its production equipment, and buy

maintained in the clean rooms. The company saves some of the en-

more equipment that has a high level of energy efficiency. It will also

ergy it uses even when its equipment is not operating by minimizing

secure technologies for low-carbon management and streamline its

their overheating and cooling. It also replaced its steam humidifiers

systems and processes.

with water spray humidifiers. In addition to consuming only a frac-

SK hynix’s energy reduction activities are three-pronged. They include

tion of the energy needed to operate steam humidifiers, they absorb

Response to CDP, and Outside Recognition

latent heat, producing an extra cooling effect.

SK hynix has been a member of the Carbon Management Global
Leaders Club for three years in a row. This refers to a group of com-

Reducing Carbon Emissions

panies selected by the Carbon Disclosure Project (CDP) Korea for

SK hynix has enhanced its transportation and logistics system by

their outstanding carbon management practices. It was also awarded

sending equipment for facilities by ferry instead of air between Korea

"Bada" Prize as Korea’s leading company in terms of the Carbon Dis-

and Japan and between Korea and China. This enables the company

closure Leadership Index (CDLI) in 2008. It also earned a ranking in

to save on transportation costs and reduce its carbon dioxide emis-

Band A, the Carbon Performance Leadership Index’s leading group,

sions. 91 percent of its inbound facility equipment from Japan is now

for its activities on behalf of climate change mitigation, adaptation,

transported by ship.

transparency, etc., on top of the information disclosed as requested

SK hynix 2012 Sustainability Report

by the CDP.

Transport Volume of Ferries

GHG Reductions

2,500

2,500

2,278

2,000
1,693
1,500
1,000

▒ China

500
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2009

1,826

1,000

2

2,412 Tons CO eq
2

500

▒ Japan

0
2011

551 Tons CO eq
▒ China

143

▒ Japan
2010

1,892

2,000
1,500

2,139 Tons

0
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664 Tons

2009

2010

2011

Eco-Friendly Products

first quarter of 2011, it conducted a review of all the internationally
restricted and/or prohibited substances that were being used in its
raw and packaging materials, including halogen and those compiled
by RoHS and REACH2 SVHC3. When it was found that a raw material contained a relatively high level of a regulated substance (even
if it was below the limit), the company shared the results with its

Carbon Footprint Labeling

suppliers and asked that corrective measures be taken. In addition,

SK hynix has obtained certificates for its major products since carbon

the company reduced the level of Br and Cl Halogen contained in its

footprint labeling was first introduced in 2009. In 2011, the compa-

solder paste and film by substituting raw materials and enhancing its

ny had its 40nm-class 2Gb DDR3 and 30nm-class 32Gb NAND Flash

process controls. This was done in response to an increasing demand

MLC certified. In the future, it plans to reduce its carbon emissions

by environmentally conscious people around the world for reduc-

even more. The company will continue to have its major products

tions and restrictions in the use of hazardous substances in packag-

certified by developing more shrunken nano processing, changing its

ing materials, since they have such a short life cycle compared to the

design technologies, and reducing its volume of PFC emissions.

products inside them. The company also put a stronger approval process in place, and replaced materials having high concentrations of

Life Cycle Assessments (LCAs)

harmful substances. In addition, it reduced its bromine (Br) and chlo-

SK hynix established a computerized LCA system, with a goal of hav-

rine (Cl) levels by cutting the use of packaging materials containing

ing all its products LCA-covered by 2015. In 2012, it will extend the

these substances. It will continue to assess its packaging materials

assessment process to CMOS image sensors.

going forward. In addition, it will conduct other improvement activities, since its use of packaging materials is expected to increase with

CO2 Calculator

the introduction of such new products as solid state drives (SSDs).

SK hynix developed CO2 calculator in 2012. This is a tool that helps

1 RoHS (Restriction of Hazardous Substances)
2 REACH (Registration, Evaluation, and Authorization of Chemicals): European regulatory system to
manage new chemical substances
3 SVHC (Substance of Very High Concern)

customers understand the value of saved electricity, helping them to
reduce their CO2 emissions and enhance their contribution to environmental preservation by using high-efficiency products. Its website,
www.skhynix.com, provides CO2 calculators for computing, mobile, and

Response to Enhanced Environmental Regulations

graphics memory products.

RoHS announced the expansion of its scope, along with the deletion
of some exemptions with specific schedules and a plan to add more
substances to its list by 2013. Its deletion of the exemptions requires

SK hynix measures the eco-friendliness of its products by using an

immediate attention, since SK hynix will need to reduce the level of

indicator it developed in 2008. It also defines its Factor h2 every year,

lead contained in its resistors. Some resistors that are widely used in

to help it develop more environmentally friendly products. Its goal

the manufacture of consumer electronics and modules contain lead.

is to reach Factor 5 by 2015. Factor 5 means decreasing its environ-

Although the application of such resistors is included in the exemp-

mental impact and improving product values five-fold. In 2011, the

tions list, it is scheduled to be deleted in 2013. As a result, SK hynix

company achieved Factor 3.39, 13% higher than its original goal

conducted a review of its resistor suppliers regarding their develop-

for the year. This was due to its nanofabrication process and other

ment and mass production status. It also found suppliers that were

process optimizations.

capable of developing a Pb-free resistor and encouraged them in its
development. The company will assess the new alternative resistor in

Eco-Efficiency Brochure

2012 and prepare for its mass production.

SK hynix conducted an eco-efficiency analysis of twenty-four of its
products made before 2011 with its Computing, Graphics, Mobile,
Consumer and NAND Flash memories. It published brochures describ-





ing its case studies and eco-efficient methodologies in 2009 and 2011.
They are available on the company’s website, www.skhynix.com.

Development of Eco-Friendly Materials
SK hynix is striving to reduce its use of hazardous materials and com-
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Eco-Efficiency Analysis

ply with all international standards governing hazardous substances,
including the Restriction of Hazardous Substances (RoHS)1. In the

 CO2 Calculator

  Eco-Efficiency Brochure
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Carbon Footprint Labeling

Eco-Friendly Product Assessment

Carbon footprint labeling certificate
kg CO2-eq

Low-carbon certification

100

30nm-class 32Gb NAND MLC

1.0

60

0.8

50nm-class 1Gb DDR3 SDRAM

20

0.4
40nm-class 2Gb DDR3 SDRAM

2009

2010

NAND Flash

2012

Materials

S-Paste

Supplier

2013

• • • Expected course of carbon footprint
labeling certificate

Improved Raw Materials

Threshold Limit (Br/CI < 900ppm)

Substance

Alpha Metal

27.6%
9.7%

7.9%

0

2011

DRAM

49.7%

40

0.6

0.2

82.1%
73.3%

80

Before
Improvements

After
Improvements

700ppm

245ppm

Br

2009

2010

Ratio of LCA-performed products✽

2011

Ratio of products with carbon footprint labeling✽

✽Ratio = production of certified and assessed products/total production at domestic worksites
(in terms of wafer area)

Improved Assessment Flow for Packaging Materials

✽Stronger control limits, changed specifications

(Compared to regulation, 100 ▶

70%)

기준치: Br / CI < 900ppm

Reflect New Regulations
Film Add.

Innox

CI

600ppm

273ppm

Pack Tape

GP&E

CI

2,500ppm

267ppm

Business partners

Box

Jungmoon AD

CI

600ppm

Cause Analyses/
Improvements

3.39
2.37

2.0

3.50

Satisfaction

4.00
Feedback

3.00
A

2.00

3.39- fold increase

End

(Compared to 2008)

0.0
2008

2009

2010

2011

2012

Result

2013

2014

2015

Target

Share of Suppliers of Pb-free Resistors
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- General (ICP/year)
- Special
(ICP/XRF/quarter)

Excess

2.80

2.50

1.00

1.0
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Assessment

5.00

4.50

5.0

3.0

Monitor

283ppm

Eco-Efficiency Assessment Results

4.0

- Improvements to
processes
- Changes in materials

Mass Production Plan for Pb-free Resistor-Applied Products

100%

Supplier Survey
Supplier Selection

80%

Assessment of
Materials
Product
Approvals

20%
2011

Mass Production

2012
(Target)

2013 1H
(Target)

2011

2012

2013

2014

Minimizing of Environmental Risks

Water-Related Risk Management

organic wastewater treatment facility with a capacity of 2000 tons

SK hynix’s Icheon worksite takes in approximately 60,000 tons of wa-

per day. It uses the treated water in its scrubbers and toilets.

ter daily from the South Han River. It purifies it in-house and then uses
it in its production processes. Unlike Icheon, the Cheongju worksite

Establishment of Source Control System

is provided with about 30,000 tons of water every day by the city of

SK hynix established an ESH Quality source control system in 2010.

Cheongju. The Icheon worksite established a partnership with Korea

This means that drainage facilities for any new semiconductor pro-

Water Resources Corporation in 2008 to guard against any and all

cessing equipment can only be installed after their potential environ-

possible water risks, given the fact that it uses its own source of wa-

mental impacts have been analyzed. As a result, the company can

ter. Under the terms of the partnership, the worksite will be provided

now ensure that it has an effective wastewater treatment system in

with 30,000 tons of water per day by the end of 2012.

place, leading to reduced discharges of water pollutants and meeting all legal standards for the stable management of its wastewater.

Water Conservation
and minimize its release of water pollutants. For example, it optimiz-

Wastewater Treatment and Water Quality
Management

es the cleaning time of its semiconductor wafers and reuses waste

Water pollutants generated at SK hynix’s worksites are classified,

water used in its manufacturing processes. As a result, 23 percent of

treated, and discharged through a source control system. The com-

the water that was used for industrial purposes at its domestic work-

pany maintains its pollutant levels at below 50 percent of the maxi-

sites in 2011 was recycled. In April 2011, the company installed an

mum legal criteria, ensuring a minimal impact on the ecosystems of

SK hynix has taken a number of measures to save water resources

the rivers into which the treated water is discharged. This process is
backed by the company’s Tele-Metering System (TMS), which monitors any potential environmental risks and shares the data with the

Reuse Rate of Treated Wastewater at Domestic Worksites

Ministry of Environment.

Ecotoxicity Management
SK hynix started managing ecotoxicity levels in 2007. This was done

19%

2010



  Screenshots of ESH Quality System

23%
2011

ment-designated water supply source area, it has to comply with

tions for the introduction of Whole Effluent Toxicity (WET) regulations. Because the Icheon worksite is located in a special govern-
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2009

20%

to protect the ecosystems of nearby rivers and as part of its prepara-

 Establishment of Wastewater Treatment Facility

59

much stricter discharge standards. In addition, it has established an

TMS to monitor concentrations of HCI in discharges, and conducts

in-house standard, committing it to maintain its pollutant level at

regular monitoring and evaluations of Sox, NOx, and air quality near

half the legal requirement. Effluents from the company’s worksites

the borders of its worksites.

at Icheon and Cheongju contain a stable level of water quality that
satisfies all WET regulation criteria. They are I TU1 at Icheon, and 2 TU
at Cheongju. Ecotoxicity tests taken at nearby rivers showed 0 TU.

Ecotoxicity Management

Unit: TU

As a result of these efforts, SK hynix was awarded the grand prize in
the first ecotoxicity management best practices contest sponsored by

Legal requirement for
Cheongju worksite

2.00

the Ministry of Environment.

1.50

1 TU (Toxicity Unit): Effect of effluents on ecosystems

Legal requirement
for Icheon worksite

1.00

Monitoring Air Pollutants

0.50

SK hynix monitors a wide range of air pollutants and complex odors.
In 2011, its monitoring activities focused on managing its anti-pollu-

0.27
0

0.00

0

2009

tion facilities, discovering the causes of complex odors, and assessing

0.23

0.25

0

2010

the efficiency of its anti-pollution facilities. The company also uses

2011

Icheon worksite

Cheongju worksite

Water Quality Management through Wastewater Treatment Facilities

Icheon Worksite

Unit: ppm

Cheongju Worksite
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  Wastewater reuse pump
 UV sterilizer
   Measuring air pollutants
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Clean Air Project (Hy-CAP)

Minimizing the Use of Hazardous Chemicals

Hy-CAP refers to SK hynix’s program to reduce air pollutants. It is a
source control-type method that minimizes the generation of pollut-

Reducing the Use of Hazardous Chemicals

ants from the production phase onwards. It includes an Environment,

SK hynix’s business units work together to minimize their use of

Safety and Health (ESH) qualification system that minimizes the gen-

harmful chemicals. In addition, the company has designated a group

eration of waste gases by installing emission facilities, and an inten-

of hazardous chemicals considering each chemical’s amount of use

sive control system that improves the efficiency of the processes that

and its ESH impact. It reduces the use of these chemicals by extend-

generate PFC gases . Starting in 2012, the company will implement a

ing their usage period and recycling, achieving cost savings and re-

total emissions cap system2 to control HF, one of the main pollutants

ducing their ESH impact at the disposal phase.

1

generated in the manufacture of semiconductors.

EHS Qualification System for New Materials

1 P FC gases: Perfluorocompound gases are a group of greenhouse gases that are widely used in semiconductor and display manufacturing processes.
2 T otal emissions cap: A company’s cap, or limit, is allocated or sold in the form of emissions permits
which represent the right to emit or discharge a specific volume of a specified pollutant. Firms are
required to hold a number of permits equivalent to their emissions. The total number of permits cannot exceed the cap, limiting total emissions to that level.

As the Rio Earth Summit and the World Summit on Sustainable
Development illustrated, the focus of environmental protection is
changing from a medium-oriented environmental management to
an integrated management system that focuses on the risks associ-

Waste Reduction

ated with using them. In response, SK hynix has established a series

SK hynix has made a number of efforts to carry out more recycling

of guidelines to its regulations on toxic substances. It also operates

activities and reduce its volume of waste. It does this by analyzing the

an EHS Qualification System to ensure that materials brought into

type and amount of waste that it generates in each manufacturing

the company do not contain prohibited substances, and established

process and installing recycling technologies to counteract them. In

a green procurement (GP) system to share information with its busi-

2011, the company recycled many valuable metals from the waste

ness partners. The ESH Qualification System allows SK hynix to iden-

water used in its RDL3 process, leading to dramatic cost savings and

tify materials that contain harmful chemicals and substances used

a recycling rate of over 90 percent. Since 2009, waste materials have

in processes with a high environmental impact. It then develops al-

been recycled through the company’s Eco Industrial Park (EIP) project,

ternatives, such as N, N-Dimethylacetamide (DMAC) and N-Hexane,

which is carried out in collaboration with the communities in which

through collaborations between its engineers and its business part-

it operates. In addition, the company strengthened its cooperation

ners. Going forward, the company will expand and strengthen its

with waste treatment companies in 2011 by changing the length

EHS qualification system to respond to increasing regulations both

of its contract periods, expanding its waste disposal cost linkage

at home and abroad.

system, and conducting regular environmental and safety training
90 percent every year, enabling it to use recycled materials for other

Investments in Environment, Safety and Health
(ESH)

uses and create additional values worth KRW 23 billion a year.

SK hynix’s ESH investments include environmental protection, health

3 T he Redistributed Layer (RDL) process generally involves one or two layers of metal and two or three
layers of a polymer dielectric material, such as polyimide or BCB.

and safety management, and ameliorating the problem of climate

activities. Thanks to these efforts, its recycling rate has remained over

60

40

35.1
Emergency management

20
10
0

51.4

Copper treatment facility KRW 12.4 billion
Improvements to water intake stations KRW 4.2 billion
Waste heat recovery KRW 4 billion

50

30

Unit: Billions in KRW

BOE and organic wastewater KRW 16.6 billion
Cheongju gas infrastructures KRW 5.1 billion
Cheongju HF capacity upgrading KRW 3.6 billion

Investment increases are mainly attributable to
7.4

2009

1) Increased investments in SCR facilities at Cheongju (KRW 3.2 billion ▶ KRW 11.6 billion)
2) Safety facilities, including gas detectors (KRW 6.5 billion)
2010

2011
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Details of ESH Investments
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change. Its investments in 2011 included KRW 16.6 billion for a BOE

lines and a wastewater treatment and reuse system to minimize the

wastewater treatment facility, KRW 5.1 billion to establish a gas infra-

environmental impact of its business and preserve water resources.

structure, and KRW 11.6 billion for an air pollution cleaning facility at

Other investments include the establishment of a GHG monitoring

its Cheongju worksite. Its 2012 investment plans include installing a

system and pilot tests for photo-voltaic generation facilities and elec-

pollution prevention monitoring system for its major manufacturing

tricity-saving pumps.

Air Pollutant Emissions Compared to Legal Requirement

NOx

200 ppm

10 ppm
0.337 ppm

5 ppm

F

3 ppm
0.630 ppm

Icheon
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HCI

5 ppm
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400 ppm
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0.244 ppm
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F
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Wuxi
Worksite1

HCI

2.91 ppm
50 ppm

NH3

1.58 ppm
45 ppm

SOX

0.35 ppm
0%

10%

20%

30%

▒ Legal requirement

40%

50%

▒ SK hynix’s own standards

60%

70%

80%

90%

▒ Volume levels

1 The Wuxi worksite is subject to both concentration and total emissions cap regulations. There are no in-house volume criteria due to strict total emissions caps,
and no criteria for NH3 concentrations. There are only total emissions caps.

100%
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Fog as a Source
of Energy?

“One solution that solves two problems: energy use and complaints from
local residents”
A simple but state-of-the-art waste heat recovery system has resolved a fog issue that had been generating complaints from residents living near SY hynix’s plant in Icheon, resulting in a friendlier and more
positive relationship and saving the company approximately KRW 4 billion in energy costs into the bargain. The roads near the plant had been suffering from foggy conditions for over twenty years. The fog
was created when the temperature of the vapors from the plant’s effluents and cooling towers exceeded
that of the ambient air, making driving extremely dangerous. Because the discharge of hot water and
steam into the atmosphere was a necessary part of the semiconductor manufacturing process, something
innovative needed to be done to resolve the problem. The answer was both simple and innovative. SK
hynix installed six waste heat recovery systems that lowered the temperature of the effluent and the
steam by 50%. Each system consists of two pipes, which hot and cold water flow through alternately so
that everything mixes.
In the first stage, the 20°C effluent and 4°C industrial water mix together, bringing the overall temperature to approximately 10°C. As a result, the temperature of the effluent at discharge ranges from 10 to
15°C. In the second stage, the industrial water from stage one exchanges heat with the 30°C steam,
bringing the temperature down to about 25°C. In stage three, the industrial water from stage two,
whose temperature is now about 21°C, is ready for use by the plant’s equipment. Because it has been
heated in stages one and two, the process that was formerly needed to raise the industrial water to a
temperature of 21°C is now rendered superfluous. In order to obtain the ultrapure, de-ionized water
that is necessary for the plant's manufacturing processes, the temperature of the plant’s industrial water
must be raised from 4°C to 21-23°C. Using steam for this results costs approximately KRW 4.2 billion
a year. Using the heat from the hot effluent and the steam means that the company can increase the
temperature of the industrial water and save money by using less steam. A simple and innovative solution
to a vexing problem!

Construction work on
the pipe carrying effluent #1

Heat exchange system
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Effluent pump room

Heat exchange room for
effluents #1 and 2

Heat exchange pipe for cooling towers

Operation monitor
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Win-win
Growth with
Business
Partners
Major Issue

06

SK hynix has signed Win-Win Growth and Fair Trade Agreement with
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all its business partners to prevent unfair practices.

64

After the agreement have been signed, the company provides its partners with
technological, training, and financial support. It also helps them to set up
a sustainability management system that boosts their ability to manage risks.

Initiatives for Win-Win Growth
Win-Win Growth Agreement

addition, it holds smaller meetings that are categorized according

SK hynix has signed Win-win Growth and Fair Trade Agreement with

to the type of equipment, components, and raw materials. Through

all of its subcontractors to prevent unreasonable transaction prac-

these meetings, SK hynix pursues diverse programs for mutual

tices and achieve mutual growth with its business partners. It cur-

growth that aim to achieve strategic localization through technologi-

rently provides technological, training-related, and financial support

cal cooperation with its business partners and to overcome the tech-

to those who have signed the agreement, and plans to increase their

nological limitations of next-generation products. Other measures to

number in 2012.

boost the competitiveness of the company and its partners include
offering annual rewards to high-performing partners.

Establishment of Consultative Body
SK hynix has formed a consultative body of eighty-two domestic and

Support Programs for Business Partners

international key business partners. This was done to strengthen the
company’s technological competitiveness and its partnerships with

Technological Supports

its business partners, and to develop new technologies through shar-



ing and collaboration.

The purpose of this program is to allow SK hynix to evaluate and cer-

SK hynix shares its business goals and technological developments

tify the quality of the equipment, materials, and components that its

through regular meetings and briefing sessions with its partners. In

business partners have developed. The program was first launched

Performance Evaluation Program

Win-Win Growth Strategy
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Diversifying supply channels and boosting competitiveness by
lowering entry barriers

Building a virtuous cycle for the market and
gaining a foothold for entering the global market

Win-Win Growth Roadmap
SK hynix’s win-win growth activities are based on trust and respect

Expansion ~ 2011

Establishment 2008 ~
Financial Assistance
•Formed task force
•Introduced win-win growth program
•Established system for registering new
partners

•Assisted win-win and established
programs
- Win-Win Assistance Fund
- Win-Win Growth Fund
- S elected high-performing business
partners
- E quipment commercialization
project, phases one and two
- F irst to sixth performance evaluation
programs
- Established Win-Win Academy
- Set up patent assistance system
•Signed win-win growth agreements
and monitored win-win growth index

Review of Performance Sharing
Program
•Expanding win-win growth activities
- Payment settlements
(increase cash settlements)
- Promoting sub-group activities
- Technology Escrow
- Mutual Growth Insurance
•Win-win growth activities rooted in
enhanced communications
-R
 eview of launch of Partners’ Day
overseas
•Signing Win-Win Growth and
Fair Trade Agreement for 2012

Win-Win Growth with Business Partners

Signing of Win-Win Growth
agreements

Continuity 2012 ~
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in 2007. Since then, the company has evaluated sixty-four items and

and materials. In 2008, it shared its patent management knowledge

certified and purchased forty-five of them, saving it KRW 743 billion

at a meeting on patented technologies. In 2010, it set up a system

in import costs.

that discloses which patents can be sold or given away, enabling its
partners to acquire patents they need. In 2011, it gave seven of its



Commercialization of Equipment Created with

Original Technologies

patents to two business partners at no charge and dispatched patent
experts to five others to offer them patent advice.

SK hynix has launched a project that involves developing next-generation semiconductor equipment. This was done to assist Korea-

Training Supports

based equipment manufacturers to increase their competitiveness.

SK hynix’s Win-Win Academy is a training program that was launched

Eight first-phase business initiatives have been completed, and the

in 2010 to provide its business partners with assistance in employee

company is working on five second-phase ones.

training. In 2011, 1,236 employees of its business partners received
such training. In addition, the company rewarded partners with out-

Financial Assistance


standing training records. The Win-Win Academy offers assistance

Win-Win Growth Fund

in management consulting and technological training in semicon-

The Win-Win Growth Fund was created in 2011 to strengthen the

ductor technology, including high-quality technology techniques and

competitiveness of SK hynix’s business partners by providing them

innovation processes. It also provides management training, such as

with low-interest funding for management and technological devel-

CEO and executive seminars, leadership training for each level of the

opment. The fund totals KRW 51 billion. KRW 16.5 billion of it has

organization, and skills enhancement. The trainings are given in the

been disbursed to ten partners so far.

form of group, in-house, or on-line sessions.



Green Partnerships

Win-Win Growth Insurance

SK hynix has created the scale of KRW 9.6 billion Win-Win Growth
Insurance Fund to provide financial assistance for its secondary part-

Calculation and Verification of Partners’ GHG Emissions

ners and to minimize the financial impact that might result from the

As part of its win-win cooperation efforts, SK hynix helps its business

possible bankruptcy of a high-level partner. Its trust guarantee funds

partners build their own eco-friendly management frameworks. It

are operated by large corporations that award contracts to smaller

has been participating in the Korean government’s carbon partner-

businesses. A secondary partner can sign up for the insurance and

ship project for two years. The program assists a large company’s

take out a loan on preferable terms when its primary partner’s guar-

business partners in building their own carbon management systems.

antee is provided.

In the first year, the company established the initiatives needed to
build a carbon management system for ten of its business partners,

Patent Assistance

reducing their GHG emissions by approximately12,000 tons of CO2

In order to prevent patent disputes, SK hynix provides its business

equivalents. In 2011, the program was expanded to include eighteen

partners with assistance related to their patented technologies. In

partners, seventeen of which were given energy evaluations. Going

2007, it offered training and technological assistance to seven com-

forward, SK hynix will identify best practices and share them with all

panies that specialize in the production of semiconductor equipment

its business partners.
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 General meeting
 Presentation about assistance available through Win-Win Growth and Fair Trade Agreement
 Launch meeting for second-year carbon partnerships
 Second-year working level workshops
 In-house training for companies participating in carbon partnerships
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Assistance for Partners’ Sustainability
Management Systems
Programs for Promoting Business Partners’
Sustainability Management

EICC Compliance Pledge

SK hynix has devised a roadmap that helps its business partners to

duct for Business Partners from 209 of its key partners. This helped

set up their own sustainability management systems. This was done

promote the company’s Code of Conduct and drew its business part-

to ensure a framework for mutual growth by reinforcing risk man-

ners’ attention to the importance of practicing sustainability man-

agement activities across the company’s entire supply chain. It has

agement.

SK hynix received compliance pledges for the SK hynix Code of Con-

also launched a number of programs to promote sustainability management among its business partners. Going forward, it will moni-

EICC Self-Evaluations

tor their progress by establishing a risk management system. It will

202 of the company’s business partners that had agreed to com-

also select the business partners it will continue to support based on

ply with the EICC chose to evaluate themselves. SK hynix helped

evaluation criteria used by its SCM Division.

these companies to take stock of their current status and establish
improvement measures. It also selected twenty-three partners who

Code of Conduct for Business Partners
In March 2011, SK hynix established the SK hynix Code of Conduct
for Business Partners to ensure that they are protected against risks
relating to sustainability management. Based on the Electronic Industry Code of Conduct established by the Electronic Industry Citizenship Coalition, or EICC, it includes clauses governing minerals
produced in conflict areas.

Presentations on EICC

Overview of SK hynix’s Code of Conduct for Business Partners
Category

Description

Labor and
Human Rights

Prohibition of discrimination; humane treatment; voluntary
employment; prohibition of child labor; compliance with
working hours; fair treatment; freedom of association

Health and Safety

Industrial safety; hygiene control; establishment of emergency
measures; disaster and disease controls; reduction of dangers
related to physical labor; equipment safety

Environment

Authorizations related to the environment; hazmat/waste
management; prevention of environmental pollution; resource
conservation; regulations governing materials used in
products; meeting customer needs

Management
System

Declaration of voluntary compliance; clarification of management responsibilities; evaluation and management of ethical
risks; managing goals and performance evaluations; training
programs; monitoring compliance with transaction guidelines

Legal Mining of
Raw Materials

Clarification of sources of raw materials used throughout
the supply chain; assurance that materials have no direct or
indirect links to conflict disputes

Ethics

Free competition; legal compliance; voluntary compliance
with fair trade statutes; development of win-win programs;
integrity; good faith

SK hynix provides training sessions in the EICC for all the members of
its SCM Division. It also conducts training for designated employees
at each partner company so that internal training can follow. In addition, the company provided information about the importance of
corporate social responsibilities and the EICC at a meeting with the
heads of its subsidiaries and business partners.

2011

2012

2013

Establishment of EICC in supply chain

Compliance agreements/SAQ/CAP/Audits/Consulting

Contractors/
subsidiaries within SK
hynix’s complex and
key members of
SCM team

Partners to be evaluated by
SCM division
System implementation
Conducting SAQ/CAP/
Audits

2014

All business partners
Rewards for exemplary
partners
Training and consulting
to promote CSR

Win-Win Growth with Business Partners

Roadmap for Supporting Business Partners’ Sustainability Management Systems
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were exposed to a high level of risk, provided them with feedback on

realize the importance of CSR and ensure their future competitive-

their weaknesses, and helped them to establish improvement plans.

ness. This is done by enhancing its management training programs
that are based on the EICC. In 2009, it conducted EICC training for

On-Site Visits and Interviews with Employees

ten of its partners, and had them sign an EICC compliance pledge.

SK hynix visited eight business partners within its complex to inspect

It also uses self-evaluations and on-site inspections to promote sus-

their human and labor rights conditions. It also conducted on-site

tainability management among its business partners. It held an EICC

interviews regarding their working environments. This contributed to

compliance workshop for twenty of its business partners in 2011,

raising their awareness of the need for on-site sustainability manage-

and plans to continue promoting the need for sustainability manage-

ment, and ensured continuing improvements through the voluntary

ment through on-site inspections and guidance in 2012.

participation of their employees.

Managing Business Partners and Programs
In order to comply with the Ministry of Labor’s In-house Subcontracting Workers Protection Guidelines, SK hynix is planning to enhance
its programs aimed at improving the treatment of its business partners’ employees. For example, it has raised the job satisfaction level
of these workers by prioritizing the “improvements to treatment of
workers” category in its evaluations of its in-house business partners.
In addition, it holds monthly meetings with their representatives to
identify their grievances and devise solutions. It has also formed a
consultative body with representatives of its business partners to discuss issues and improvements related to the company’s operations
and policies.

Promotion of Sustainability Management
among SKHYCL’s Business Partners
SKHYCL is committed to complying with EICC and embracing all of
its corporate social responsibilities. Beginning in 2007, its levels of
EICC compliance and sustainability management have been evaluated by Apple, IBM, Dell, Sun, Lenovo, and other key customers. All the
issues identified by these customers have been resolved. In addition,
the company is modifying its policies and systems to ensure that they
comply with the EICC. In addition, SKHYCL is helping its partners to
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 EICC Compliance Pledge Ceremony
  Interview with on-site worker for a business partner in SK hynix’s complex
 EICC workshop for SKHYCL business partners
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Management of Raw and
Subsidiary Materials Suppliers
Ban on Using Minerals from the Democratic
Republic of Congo and Other Conflict Areas

of its raw and subsidiary material suppliers, using information and

The Dodd-Frank Wall Street Reform and Consumer Protection Act

received, the company discovered that fifty-four of its suppliers were

that was passed by the United States Senate in July 2010 includes

using metals related to conflict minerals. It then gathered detailed in-

clauses that ban the use of tantalum, tungsten, tin, and gold pro-

formation on these suppliers and their refineries and extraction com-

duced in nine conflict areas in Africa, including the Democratic Re-

panies. This included their names, the countries in which they were

public of Congo. Under this statute, all manufacturers that are listed

headquartered, business locations, and the people in charge. After

in the United States must report their use of conflict minerals to the

this was done, SK hynix was able to confirm that all their materials

Securities and Exchange Commission starting in June 2012. A num-

had been extracted from areas not related to the conflict areas in

ber of SK hynix’s customers are listed manufacturers in the US.

question. Some suppliers only submitted letters of guarantee, claim-

Even before this Act was passed, however, SK hynix was gathering

ing that all the other information was confidential. In the future, SK

information from all of its raw and subsidiary material suppliers and

hynix will obtain the information it needs by signing confidentiality

securing letters of guarantee regarding the source of their materi-

agreements.

guarantee forms provided by the EICC. Based on the information it

als and their smelting facilities. In 2011, it conducted a survey of all

Improving the Green Evaluation System for New
Suppliers
SK hynix operates a Green Product Management System, or GPMS,
to enhance the environmental management capabilities of its new
raw and subsidiary material suppliers. In 2011, it created a screening system based on international environmental standards to select
and evaluate its suppliers. When a new supplier is registered in its
Master Data Management (MDM) program, it undergoes an overall
evaluation. Since this process is linked to the GPMS, the evaluation
automatically includes an assessment of the supplier’s eco-friendliness. Once the supplier has reviewed the evaluation categories and
provided the required data, SK hynix evaluates it and provides the
results in the form of feedback.

Unit: Number of companies

Source of Metal Materials used by SK hynix

Win-Win Growth with Business Partners

Verification of Raw and Subsidiary Suppliers

9%
Europe

54

36

54

66%

100%

54

14%
Renewable

16%
Oceania

Source of
Metal
Materials
used by
SK hynix
17%
Americas

Extended information

Obtained guarantee documents

44%
Asia

✽None of the metals used by
SK hynix come from Africa
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Response to REACH Regulations

hynix surveyed all of its raw and subsidiary materials suppliers and

In 2011, the Regulation on Registration, Evaluation, Authorization

reviewed the information about its products to find out if any of the

and Restriction of Chemicals (REACH) expanded its Substances of

new SVHCs had been used in them. The results showed that none

Very High Concern (SVHC) list to include fifty-three substances, add-

of them had been. The company will continue with its verification of

ing twenty-seven more to the list. In response to this change, SK

new products and their constituent materials in 2012.

Establishing Verification Procedures for Eco-Friendliness of New Suppliers

Improvements

Improved Procedure Flow

Conduct ad hoc
self-audits each time
a new supplier is
registered

Conduct self-audits
every two years

First authorization

Second authorization

Registration of potential
supplier (HyPIS)

Change of supplier’s status
to that of an official supplier
(MDM)

Evaluation of documents
and materials
Approval of supplier

Assessment of credit rating(s)
Final approval

Evaluations

Operation

The GPMS Self-Auditing System is used

Description 	Review of eco-friendly management
systems
- Environmental Management Systems
-M
 anagement of raw materials and their
components and environmental quality
-Management of manufacturing processes
and environmental quality

Verification of environmental
management system
Automatic e-mails (in-house, suppliers)
Responses to checklist (GPMS)
Final evaluations and feedback

Stakeholder Interview

SK hynix 2012 Sustainability Report

Becoming a Leading Clean Room Company
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The Shinsung Group is one of SK hynix’s most longtime partners. From its M1 in 1986 to its current M11 FAB it has
emerged as a leader in clean room technology supporting SK hynix’s growth. It has also installed clean room HVAC
equipment for SKHYCL, meeting all its needs without requiring a set repair period. The Group’s development of FAB
Automation equipment, which was achieved while it was expanding its M10 FAB, was part of a win-win project with
SK hynix and an exemplary success case enabled by that company’s technological assistance. Shinsung ENG has been
able to come as far as it has thanks to a mutually beneficial relationship with SK hynix that is based on trust and
respect. I hope that this partnership will always remain strong, since it is a collaborative and cooperative relationship
that ensures prosperity and long-term profits for both parties. When a company provides a business partner with
work and assistance to help it grow, it allows that partner to provide the larger company with its own state-of-the-art
technologies and reliable products for its own sustainable growth._Lee Wan-keun, Chairman, Shinsung Group

SHARING
WITH
COMMUNITIES

Major Issue

07

SK hynix is committed to growing with the communities in which
it operates. This is done through skills development programs and
community-based sharing activities.

임직원
현력사와의
커뮤니케이션
동반성장
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The Good Memory Sharing Fund

from the labor union, office workers, in-house volunteer clubs, and

SK hynix’s Good Memory Sharing Fund is bankrolled by employee

outside advisors. The committee held three meetings in 2011.

donations and matching funds from the company. As of December
Collecting Employees’ Opinions

31, 2011, the fund was worth KRW 937.9 million, with the voluntary



participation of 13,425 employees at its domestic worksites.

In order to encourage donations and create a culture of sharing, the
company collected ideas and suggestions from its employees and

The Good Memory Sharing Fund

tried to create a consensus among them. This included holding thir-

The purpose of the fund is to help in spreading a culture of sharing

ty classes from February until April to describe the fund’s purpose

and engaging with the communities in which SK hynix operates. The

and solicit donations. In addition, it held a “100 minute discussion”

fund represents our commitment to achieving success shared with

forum, in which outside experts and employees discussed ways to

local communities.

bankroll the fund.



Employees’ Voluntary Contributions

The Good Memory Sharing Fund started as a “Leadership Oblige
Fund”, and has since expanded to include all the employees at the

Main Activities of the Good Memory Sharing Fund in 2011
Company

Activities

Target

Jan. ~ Feb.

Information sessions on
the Leadership Oblige Fund

Group leaders and above

2011, and the fund was created with the participation of all the

Feb. ~ Apr.

“Visiting Donation” classes

In-house council

eligible members. Special lectures on sharing were given to team

Mar.

Leadership oblige fund campaign

Team leaders and above

leaders in March, and the fund was expanded to include all the em-

Apr. ~ May

Expanded Employees voluntary
contribution campaign

All employees

May

100 minute discussion forum

Outside experts and employees
(67people)

Jun.

Establishment of "The Good Memory
Sharing Fund" operation committee
and kick-off meeting

Council members
(CEO and 17 people)

Aug.

MOU signing

Community Chest in Gyenoggi
and North Chungcheong
provinces

Dec.

The 3rd fund operation committee
meeting

Fund operation committee,
volunteer clubs, outside guests

company’s domestic worksites. Information sessions about it were
held for group heads and above from January 24 to February 25,

ployees at the company’s domestic worksites in April. Its membership
has reached 15,162 as of March 23, 2012.


The Good Memory Sharing Fund Operation Committee

SK hynix has formed a committee to ensure that the fund is used
properly and transparently. It includes the CEO and the labor union
leaders at the company’s Icheon and Cheongju worksites as co-presidents, as well as eighteen other members, including representatives

Social Contributions Strategies
Mission

Makes a Happy Memory through Sharing with Local Communities
Happy Memory, Share Happiness
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Slogan
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Three Guiding
Principles

External
Establishing
image as a
well-respected
company

Happy Participation

Happy Win-Win

Happy Changes

Driven by employee volunteers

Based on communities in which
company operates

Practical programs that actually bring
about change

Share
Helping the underprivileged

Happy Memory

Harmony
Voluntary sharing

Hope
Developing people’s talents and
providing them with scholarships

Internal
Increasing unity
and harmony
through sharing



MOU with Community Chest in Gyeonggi and North

for the centers, adding to the meaning of the program. In 2012, the

Chungcheong Provinces

company will help to improve the facilities at fifteen centers in Icheon

SK hynix signed an MOU with the Community Chest in Gyeonggi

and Cheongju.

and North Chungcheong Provinces, in which SK hynix’s worksites are
located, to ensure that the fund is being used appropriately.

Fostering Future Science Leaders
SK hynix also runs programs to find children who have an aptitude

Good Memory Sharing Programs

for science but are financially or geographically disadvantaged, and

The Good Memory Sharing Fund is used to carry out a wide range

provides them with long-term financial assistance. As part of this

of programs that help children. This includes helping teenagers from

program, the company delivered two hundred robotics kits to ten

underprivileged families and fostering the development of talented

local children’s centers and ran a weekly robotics science class. It also

young people.

sponsors a Good Memory Robo Olympiad to instill an interest in science through robotics and encourage children to study science. In

Helping Malnourished Children

addition, the Good Memory Sharing Volunteer Group runs science

SK hynix provided free breakfasts to two hundred malnourished chil-

classes, with employees acting as teachers. They are held at eighteen

dren in Icheon and Cheongju in 2011, after receiving recommenda-

children’s centers every month. In October, the company will hold the

tions from local governments, education offices, and local children’s

Robo Olympiad.

centers. The company also established a breakfast-box center, contributing to job creation for lower-income people. Employees help

Employee Volunteer Activities

with preparing, packing, and delivering the breakfasts on a weekly

SK hynix carries out volunteer activities that allow it to engage with

basis. Going forward, SK hynix plans to expand the program and ini-

the communities in which it operates and help the underprivileged.

tiate similar ones. It will also provide nutritious side dishes to ensure

732 volunteer activities took place in 2011.

that children from poor families have balanced meals.

Skills Sharing
Eco-Friendly Community Children’s Center

SK hynix encourages its employees to offer their talents to programs

The company supported facility improvements to thirteen communi-

that help address issues in the communities in which it operates. The

ty children’s centers and provided pleasant eco-friendly study rooms

company held a talent donation workshop in November 2011 that

for about 380 children. At the third meeting of the fund operation

was attended by its volunteer group leaders.

committee, the CEO and labor union leaders presented a signboard

On-Going Good Memory Sharing Fund Programs

Fund management and distributions

• Eco-friendly study rooms
- Improved children’s centers in
underprivileged areas
- Helping relationships with
in-house volunteer groups

Assistance for
Malnourished
Children

Good Memory
Sharing Fund

Pursuing
Dreams for
Underprivileged
Teenagers

• Visiting Science Class
- Provided vehicles for science
classes in underprivileged areas
- Linked with Research Center’s
volunteer semiconductor training
program
• Fostering future science

leaders

- Robo Olympiad competition
- Nurture talented students
(scholarship recipients)
• Dream Orchestra
-Develop & support artistic talents
(concerts)

Sharing with Communities

• Delivering breakfast boxes
- E stablished breakfast-box center
and provided operational
assistance
-Linked to volunteer activities for
production line workers
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Semiconductor Classes

Fire and Safety Training

SK hynix has been running classes since 2010 to help students learn

Year

about semiconductors and IT and spark their interest in science. The

2008

8

625

classes include of wearing clean room garments, field trips to semi-

2009

14

855

conductor fabrication facilities, and lectures about semiconductors

2010

13

975

that can be easily understood by elementary and middle school stu-

2011

13

1,010

Number of sessions

Number of participants

dents. Going forward, the company plans to enrich the curriculum
by introducing classes in assembling semiconductors and enhancing

erating a One Group, One Farming Village volunteer program since

creative thinking using TRIZ.

2009. This includes preservation and protection activities to minimize
the environmental impact of its business and reduce GHG emissions



Junior Engineering Classes

in the Geum River. They are carried out in collaboration with the

SK hynix offers monthly junior engineering classes to elementary

cities of Icheon and Cheongju and the Ministry of Environment . In

school students in rural and remote areas that are lacking in educa-

addition, company volunteers visit senior citizens’ facilities on a semi-

tional resources. They comprise science labs on interesting topics in

annual basis. In November 2011, 200 SK hynix employees, including

engineering and technology. On October 6, in commemoration of

its CAO and labor union leaders from Icheon and Cheongju, made

the company’s founding, its CEO, labor union leaders, and in-house

kimchi for the underprivileged living in communities in which it oper-

volunteers visited the Sadong Elementary School in Icheon to teach a

ates.

junior engineering class to students in grades five and six.

Sharing in Living Campaign

Junior Engineering Classes Conducted in 2011
No. of participants

Target

Jan. 19

4th/5th/6th graders, Icheon Office of Education

23

Feb. 11

3rd graders, Jinga Elementary School

24

Mar. 16

4th/5th graders, Daeseo Elementary School

28

Apr. 20

3rd/4th graders, Doji Elementary School

42

May 18

5th/6th graders, Baeksa Elementary School

34

recommended ones by the Community Chest in Gyeonggi and North

Jun. 22

4th/5th/6th graders, Songgok Elementary School

34

Chungcheong Provinces.

Jul. 13

4th graders, Shindun Elementary School

64

Communitu-based Sharing Activities

Sep. 28

5th/6th graders, Jangcheon Elementary School

39

Oct. 6

5th/6th graders, Sadong Elementary School

80

Nov. 30

5th/6th graders, Yulmyeon Elementary School

29

Total
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New Year’s Day gifts for underprivileged children. Donations of SK
hywel benefit points, as well as donations by individuals and groups,
raised KRW 9.8 million. This was used to buy gifts for children of ten
community children’s centers in Icheon and Cheongju, and four more

Name of event

Date

Participating
Employees

Main Programs

Volunteer Activities
on SK hynix's
Foundation Day

Oct. 6

Forty people plus
CEO and division
leaders

Icheon ▶Junior Engineering
Class
Cheongju ▶E co-friendly
study rooms

Making kimchi

Nov. 5

CAO, employees,
labor union, and
Red Cross
volunteer group

Provided kimchi to over 600
households in Icheon and
Cheongju

Fire and Safety Training

SK hynix provides training in fire prevention as part of its health and

74

SK hynix initiated a Sharing in Living Campaign to raise funds for

Date

safety activities. Led by SK hynix employees who have fire safety certificates and supported by the Cheongju Seobu Fire Station, they
provide information related to fire safety to children, senior citizens,
and the underprivileged.

Community-Based Programs
SK hynix’s approach to community engagement reflects its commitment to the communities in which it does business. It has been op-

m

udy room progra

Eco-friendly st

Free breakfast delivery

Good Memory Sharing Program MOU

program

Developing future science leaders program

ngnam

talented students in Ga

Sharing with Communities

middle school
Semiconductor class for
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SPECIAL FEATURE

Chinese manufacturing subsidiary (SKHYCL)

Global Social
Contributions
Activities

SKHYCL engages with the communities in which it operates through a variety of social contribution activities. They include programs for the underprivileged and senior citizens’ facilities, as well
as technology-related programs for teenagers and university students. In 2011, 1,247 employees,
representing 31.6% of the company’s total workforce, took part in community programs for a total of
3,908 hours, with costs amounting to CNY 2,210,000. The company will continue with its leadership
role in 2012, addressing such issues as health care, housing, the environment, and education.
SKHYCL’s Social Contributions Programs
Name of event

One Group, One Facility
relationship program

Category

Description

Senior citizens’ facility

- Health maintenance
- Medical services, disinfecting window screens
- Making holiday food

Orphanage/facility for the disabled

- Helping children with cerebral palsy to become
independent
- Creative art classes for children

School for immigrant children

- Inviting students on a company tour
- Volunteer activities at schools for the physically and
mentally disabled

Remote villages

- Improving villages’ environments

Semiconductor classes

- On-site training for university students with semiconductor majors in the use of manufacturing equipment

Fire safety training

- Hands-on training and environmental safety programs
for elementary school children

Cultural events

- Volunteering at local cultural festivals
- Protecting cultural assets

Water protection

- Promoting water protection in collaboration with
local residents
- Visits to treatment facilities

Safety programs

- Traffic safety activities, including traffic order and no
queue-jumping campaigns

Schools in less-well-off areas

- Donating computers to a school for the children of
immigrant families in Wuxi

Sports activities

- Sponsoring 2011 FIG World Cup Series in trampoline
and gymnastics

Award from city of Wuxi

- Awards in group category in 2011

Participation in Shanghai CSR
Forum

- CSR Forum hosted by the Consulate General of Korea
in Shanghai to present its business as an exemplary
CSR case

Education

Volunteer Programs

Donations and assistance
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Major achievements
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Art class at an orphanage

Environmental conservation
at a remote village

Computers donated to a local school

Making dumplings at a seniors’ center

Japanese Sales Subsidiary (SKHYJ)
SK hynix sent JPY 2 million in disaster relief funds to the Japanese Red Cross Society to assist victims of
the earthquake that struck the country in March 2011. It also raised JPY 1.215 million in a fundraising
event attended by current and former transferees and local staff at SKHYJ.

Receipt for JPY 2 million donation to
the Japanese Red Cross Society

Areas damaged by the disaster, and relief goods prepared by SKHYJ

Sharing with Communities
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Enterprise
RISK
MANAGEMENT

Major Issue

08

SK hynix’s enterprise risk management (ERM) system allows
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the company to analyze major risks and their implications, establish

78

countermeasures to combat them, and carry out improvements.
In addition, the company strengthens its employees’ risk management skills
through training and by carrying out promotional activities.

The purpose of the ERM system is to enhance the company’s ability to

Educational and Promotional Activities

manage risks. Its features include risk governance, risk management

One way that SK hynix raises its workers’ awareness of the need for

processes, and a risk management infrastructure. The governance

risk management is through an employee survey. It has also incor-

aspect includes policy setting and the actual establishment of the sys-

porated risk management training into the existing program for risk

tem, while the risk management process part includes establishing

managers and new hires, and carries out additional training on the

response measures through a thorough analysis of the causes and

necessity of risk management for employees of major divisions and

effects of major risks and then carrying them out. The infrastructure

groups. In addition, the company’s in-house newsletter ran an article

portion is mainly concerned with creating an awareness of the need

on the need for risk management awareness in an attempt to share

for risk management among the company’s employees.

it with all its stakeholders.

Risk Management Policies

ERM Capability Evaluation

SK hynix’s risk management policies outline the principles and criteria

The ERM capability evaluation that was conducted in 2010 enabled

that backstop the company’s risk management processes.

the company to learn about its ERM level, establish an improvement
plan, and execute it. As a result, the 2011 evaluation results showed

Organization

that its standing had improved from a Silo-based risk management

SK hynix has appointed a Risk Manager (RM1) and established an

level in 2010 to a partially integrated one.

organization to handle its risk management processes. The organization carries out all of the company’s risk management activities,
including designing the framework of the ERM. The company also
has a Cross Function Team (CFT)2. This is a sub-committee whose

SK hynix’s ERM Policy

members include the risk managers of each group and staff mem-

One of SK hynix’s primary goals is to be a company that grows by
managing for global economic uncertainties, constant changes in
its management environment, and other risk factors that can influence
the achievement of its management objectives.

bers in charge of each risk. Its function is to establish methods of
managing for all major risks.

1. SK hynix will introduce an ERM system that meets all internationally recognized
risk management standards

1 RM: Risk Manager / 2 CFT: Cross Function Team

2. It will establish an organization that is devoted exclusively to ERM and
continuously improve it.

Process
Risk managers from all relevant departments and the CFT work to-

3. It will establish an ERM process that identifies, evaluates, and responds to risks

gether to analyze the causes and effects of major risks, set up re-

4. It will spread an ERM culture company-wide to ensure that it is incorporated
into all its business activities.

sponses to them, derive Key Risk Indicators, or KRIs, and write a

5. It will disclose its ERM activities to all its stakeholders

manual.

Mid to Long-Term Direction for ERM Development
2011 ERM capability evaluation
Introduction
~2012

Level – management level

Enterprise-wide
4 – integrated
management
3 – Partially integrated
management
2 – Silo-base response
(group-based)
1 – Passive response based
on past experience

3.5
2.5
2010

2011

✽Result of ERM capability evaluation in terms of seven criteria
1. Policy 2. Governing structure and organization 3. Technology and required resources
4. Communications 5. Verification and approval 6. Process methodology 7. Business continuity

•Organization and rules
- Establish ERM
organization
- Establish ERM policy and
rules
•ERM process
- Establish a profile and
map through ERM
identification and
evaluation
- Establish responses and
monitoring plan
•ERM culture
- Education and training/
promotional activities/
Community of Practice
(CoP)

•Risk Management
- Regular risk
identification and
evaluations
- Selection and
management of
major risks
•ERM infrastructure
- Computerized
system(Support risk
identification and
evaluations, risk
management,
capability level
evaluations,
education and
promotion, etc.)

Entrenchment
2015~
•Create values linked
to management
performance
- Link performance with
risks
•System-based risk
management
•Top-level risk
management capability

Enterprise Risk Management

5 – Risk-based
decision-making

Establishment
2013~2014
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Appendix
Sustainability Management
Performance Statements
Report of Independent Auditors
Financial Information
Sustainability Management Policy
Awards, Recognitions and Membership
Associations
Greenhouse Gas Verification Report
GRI Guideline Index
UN Global Compact
ISO 26000 Implementation
Independent Assurance Report

Sustainability Management Performance
Statements
[Indicators]

Performance Indicator

Description

Worksite

Unit

2011

2010

2009

2008

2007

8,338

7,903

6,728

6,999

4,995

8.0

6.5

8.5

10.2

5.9

66,500

93,654

59,878

49,627

62,114

·Economic Performance

R&D investment
Sales per product

Market share
(iSuppli)

R&D expenditures

All

KRW 100 million

Percentage of R&D expenditures

All

%

DRAM

All

KRW 100 million

NAND Flash

All

KRW 100 million

22,709

18,199

13,395

14,457

21,945

Others

All

KRW 100 million

14,749

9,208

5,791

4,096

2,377

DRAM

All

%

23.0

21.5

21.6

19.4

21.3

Mobile

All

%

23.6

25.6

17.4

13.8

7.1

NAND Flash

All

%

12.6

10

9.95

12.3

17.0

Global semiconductor market

All

%

3.0

3.4

2.6

2.3

3.4

DRAM in China

All

%

41.5

45.8

43.9

40.5

55.6

·Environmental Data (Input)

Water use

Energy use

Amount of
raw materials used

Icheon

Thousands m3

15,026

13,425

12,240

16,030

15,680

Cheongju

Thousands m3

10,402

9,635

6,990

7,420

5,770

Wuxi

Thousands m3

9,759

9,182

8,300

10,058

7,567

Total-total energy used

Domestic

TOE

749,019

677,199

611,912

749,810

705,252

Wuxi

TOE

92,867

83,395

69,256

85,132

-

Total-LNG

Domestic

TOE

22,984

18,994

15,730

20,507

11,810

Wuxi

TOE

1,659

1,477

1,344

1,113

-

Total-electricity

Domestic

TOE

687,770

621,512

568,423

690,527

652,989

Wuxi

TOE

73,773

66,394

57,893

68,535

-

Total-steam

Domestic

TOE

38,264

36,693

27,759

38,776

40,453

Wuxi

TOE

17,435

15,524

10,018

15,484

-

Basic unit-total energy used

Domestic

TOE/m2

2.97

2.93

2.93

3.26

2.92

Wuxi

TOE/m2

0.70

0.62

0.59

0.63

-

Basic unit-LNG

Domestic

TOE/m2

0.09

0.08

0.08

0.09

0.05

Wuxi

TOE/m2

0.01

0.01

0.01

0.01

-

Basic unit-electricity

Domestic

TOE/m2

2.69

2.72

3.00

2.70

Wuxi

TOE/m2

2.73
0.56

0.49

0.50

0.50

-

Basic unit-steam

Domestic

TOE/m2

0.15

0.16

0.13

0.17

0.17

Wuxi

TOE/m2

0.11

-

Total amount used

All

KRW million

Total water use

0.13

0.12

0.09

3,101,486

4,114,317

3,729,243

4,633,407 4,191,312
3,096,170 2,592,003

Raw material-Wafer

All

KRW million

667,891

2,490,324

2,423,860

Raw material-Lead Frame

All

KRW million

183,003

159,532

130,768

166,804

159,944

Raw material-PCB

All

KRW million

163,140

163,407

126,807

181,738

162,910

Raw material-Others

All

KRW million

1,066,392

638,405

582,480

659,748

583,031

Supplies-S/P,sub-materials

All

KRW million

1,021,060

662,647

465,327

528,946

693,425

Percentage of recycled
raw materials used

300mm

Domestic

%

1.9

1.2

0.6

1.8

0.9

200mm

Domestic

%

0.5

8.7

2.9

2.0

2.8

ESH investment

ESH expenditure

All

KRW million

51,373

35,193

7,415

-

3,152

·Environmental Data (Output)

GHG emissions
Air pollutant emissions

Total emissions
Sulfur oxides (SOx)

Ammonia (NH3)

Nitrogen oxides (NOx)
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Hydrogen fluoride (HF)
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Water quality
management

Kt CO2 eq

2,554

2,443

2,212

2,982

Kt CO2 eq

1,042

1,004

917

1,183

967

Icheon

g/cm2

0.054

0.047

0.048

0.082

0.118

Cheongju

g/cm2

0

0

-

g/cm2

0
0.001

0.003

Wuxi

0

0

0

0.0054

Icheon

g/cm2

0.009

0.016

0.012

0.026

0.03

Cheongju

g/cm2

0.005

0.007

0.008

0.007

0.0055
0.0102

Wuxi

g/cm2

0.006

0.009

0.005

0.02

Icheon

g/cm2

0.008

0.007

0.025

0.017

0.012

Wuxi

g/cm2

0.000

0.001

0.001

0.001

0.0087

Icheon

g/cm2

0.005

0.004

0.009

0.003

0.003

Cheongju

g/cm2

0.007

0.009

0.01

0.006

0.0063

Wuxi

g/cm2

0.001

0.003

0.002

0.004

0.0087

Icheon

g/cm2

0.002

0.001

0.003

0.008

0.008

Wuxi

g/cm2

0.011

0.008

0.005

0.006

-

Waste water quantity

Domestic

Thousands m3

21,789

18,944

15,294

17,813

17,356

Wuxi

Thousands m3

8,631

8,221

7,411

8,873

-

Basic unit of waste water quantity

Domestic

m3/wafer

6.1

6.0

5.9

5.6

5.3

Wuxi

m3/wafer

4.8

4.3

4.5

4.6

-

Chemical Oxygen Demand (COD)

Icheon

mg/l

5.2

4.1

4.3

4.0

7.0

Cheongju

mg/l

4.6

5.9

4.0

4.3

4.0

Wuxi

mg/l

30.1

38.0

19.0

40.0

53.5

Icheon

mg/l

3.4

2.2

1.8

3.0

5.0

Cheongju

mg/l

6.4

6.1

2.9

6.0

5.5

Wuxi

mg/l

11.4

-

-

-

-

Hydrogen chloride (HCI)
Waste water
management

Domestic
Wuxi

Biochemical Oxygen Demand (BOD)

✽The energy data on Wuxi worksite before 2011 was adjusted to China's new TOE conversion factor
✽From 2011, the financial information and raw/subsidiary material usage apply to SK hynix and its subsidiaries in compliance with report disclosure standards

Performance Indicator

Description

Worksite

Unit

2011

2010

2009

2008

Water quality
management

Total Nitrogen (T-N)

Icheon

mg/l

16.4

16.8

15.4

15

19

Cheongju

mg/l

21.6

22.3

20.9

34.7

36

Wuxi

mg/l

27.8

-

-

-

-

Icheon

mg/l

1.1

1.1

1.0

1.1

1.0

Fluoride (F)

Waste management

Total waste quantity
General wastes
Designated wastes
Recycled wastes
Recycling rate

Volatile Organic
Compounds
Life Cycle Assessment
(LCA)
Ecosystem protection

2007

Cheongju

mg/l

6.8

6.6

6.6

6.1

5.0

Wuxi

mg/l

2.6

1.4

1.9

13.0

70.9

Domestic

Ton

82,344

67,198

47,288

64,122

73,905

Wuxi

Ton

27,642

24,613

18,524

23,410

23,741

Domestic

Ton

48,025

42,792

28,049

38,965

51,119

Wuxi

Ton

9,464

9,554

6,286

9,270

13,365

Domestic

Ton

34,319

24,406

19,239

25,157

22,787

Wuxi

Ton

18,178

15,059

12,238

14,140

10,376
43,812

Domestic

Ton

75,800

65,444

45,641

58,200

Wuxi

Ton

14,904

9,813

2,845

2,927

-

Domestic

%

92

97

97

91

82

Wuxi

%

54

40

15

13

-

VOC

Domestic

Ton

8.08

4.36

10.5

12.5

66

LCA application rate

All

%

82.1

73.3

49.7

-

-

Percentage of carbon label certified products

All

%

27.6

7.9

9.7

-

-

Factor h2

All

Factor

3.39

2.80

2.37

1.00

-

Ecotoxicity

Domestic

TU

0.07

0.09

0.14

0.20

0.30

·Social Data

Board of Directors
Diversity index

Female leadership

Percentage of external directors

All

%

56

69

69

67

73

BOD participation rate

All

%

98

98

99

99

95

No. of employees

All

Persons

23,430

21,682

20,251

21,457

-

Executives & office employees (Male)

All

Persons

7,191

6,352

6,036

6,078

-

Executives & office workers (Female)

All

Persons

1,703

1,342

1,220

1,328

-

Production workers (Male)

All

Persons

4,839

4,597

4,152

4,229

-

Production workers (Female)

All

Persons

9,681

9,252

8,717

9,751

-

Contract workers (Male)

All

Persons

4

25

20

23

-

Contract workers (Female)

All

Persons

12

114

106

48

-

Percentage of females

All

%

48.6

49.1

48.3

50.4

52.4

Percentage of female managers
Employees with disabilities No. employees with disabilities

All

%

4.1

2.5

1.9

1.9

-

All

Persons

110

101

95

86

85

Senior employees

No. of senior employees

Domestic

18

15

18

19

Job creation rate

Domestic

Persons
%

15

Employment status

8.3

5.7

-4.8

-1.3

14.6

No. of dismissed employees

Domestic

Persons

1

2

4

5

-

Average years of service

Domestic

Years

8

7.6

6.9

5.9

5.4
7.0

Maternity and
parental leave

Labor-management
communication
Human resources
development

All

%

5.5

3.3

6.0

7.5

Domestic

%

87

-

-

-

-

No. employees who used maternity leave

Domestic

Persons

734

875

771

605

528

No. employees who used parental leave

Domestic

Persons

Monetary support for employees on parental leave

Domestic

KRW 1000

744

793

475

428

316

480,000

625,600

413,000

364,400

151,000
98.2

The rate of union membership

Domestic

%

98.4

97.7

Domestic

Sessions

98.0
42

98.2

Communication with labor unions

40

28

28

28

Total No. of trainees

Domestic

Persons

62,737

56,869

65,514

72,734

60,400

Training hours per person

Domestic

Hours/person

60

62

62

74

72

Training expenses per person

Domestic

KRW 1000/person

439

306

186

358

420

Total ethics training hours

All

Hours

6,896

10,070

10,814

5,225

4,257

Training hours per person

Domestic

Hours

0.35

0.61

0.55

0.3

0.23

Ethics performance index

Domestic

Score

84.2

82.9

81.8

81.6

72.8

Ethics practice index

Domestic

Score

92.0

86.9

82.8

77.4

76.3

Customer satisfaction

Customer satisfaction (TQRDC)

All

Ranking

2.17

2.46

2.44

2.56

1.30

No. of CSR-related customer request received

All

Cases

Industrial safety

Industrial accident rate

Icheon

%

Cheongju

%

Volunteer activities

Total volunteering hours

Domestic

Hours

Total No. of participants

Domestic

No. of participants in Visiting Semiconductor Class
Donation

Sustainability
management spread to
business partners

74

35

34

27

6

0

0.01

0.02

0.01

0

0

0.02

0.02

0

0

32,543

35,488

28,710

41,376

-

Persons

8,716

8,954

7,365

10,487

-

Domestic

Persons

50

355

-

-

-

No. of participants in Junior Engineering Class

Domestic

Persons

397

115

-

-

-

Total amount of donation

All

KRW million

1.587

1,672

2,312

903

2,460

Amount donated in cash

Domestic

KRW million

948

1,456

2,209

599

-

Monetyray value of volunteer activities in working time

Domestic

KRW million

484

193

-

-

-

Green partnership member companies

Domestic

Number

18

10

53

-

-

Companies that signed EICC compliance pledge

All

Number

209

-

-

-

-

Companies that participated EICC self-assessment

All

Number

202

-

-

-

-

Companies that participated EICC field assessment

All

Number

8

-

-

-

-

Sustainability Management Performance Statements

Ethics management

Turnover rate
Return-to-work rate following maternity and parental leave
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Report of Independent Auditors

To the Shareholders and Board of Directors of
SK hynix Inc.
We have audited the accompanying consolidated statement of financial position of SK hynix Inc. and its subsidiaries (collectively the
Group) as of December 31, 2011, and the related consolidated statements of comprehensive income, changes in equity and cash flows
for the year then ended, expressed in Korean won. These financial
statements are the responsibility of the Group's management. Our
responsibility is to express an opinion on these financial statements
based on our audit. The financial statements of the Group as of
and for the year ended December 31, 2010, presented herein for
comparative purposes, were audited by other auditors whose report
dated March 12, 2012, expressed an unqualified opinion on those
statements.
We conducted our audit in accordance with auditing standards generally accepted in the Republic of Korea. Those standards require that
we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion. In our opinion, the consolidated
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financial statements, referred to above, present fairly, in all material

84

✽The entity name used in this report is Hynix Semiconductor Inc., the company name the entity had at the time of the report.

respects, the financial position of SK hynix Inc. and its subsidiaries
as of December 31, 2011, and their financial performance and cash
flows for the year then ended in accordance with Korean IFRS.
As discussed in Note 44 to the consolidated financial statements,
the Share Management Council and the Company entered into a
share purchase agreement with SK Telecom Co., Ltd., on November
14, 2011. In accordance with the terms of this agreement, SK Telecom Co., Ltd., on February 14, 2012, purchased 44.25 million shares
of the Company from the Share Management Council and acquired
newly issued 101.85 million shares of the Company through an allotment to a third party. Consequently, SK Telecom Co., Ltd. acquired
146.1 million shares of common stock of the Company, representing
approximately 21.05% of the outstanding common stock and became a largest shareholder of the Company.
Seoul, Korea
March 12, 2012

CEO of Samil PricewaterhouseCoopers

date and the time of reading this report, could have a material impact on the accompanying consolidated financial statements and notes thereto. Accordingly, the readers of the audit report should understand that there is a possibility that the above audit report may have to be revised to reflect the impact of
such subsequent events or circumstances, if any.

Samil PricewaterhouseCoopers LS Yongsan Tower, 191, Hangangro 2-ga, Yongsan-gu, Seoul 140-702, Korea (Yongsan P.O Box 266, 140-600), www.samil.com

Report of Independent Auditors

✽This report is effective as of March 12, 2012, the audit report date. Certain subsequent events or circumstances, which may occur between the audit report
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Financial Information
Consolidated Statements of Financial Position

Unit: millions in KRW
December 31, 2011

December 31, 2010

Assets
I. Current assets
Cash and cash equivalents
Short-term financial instruments
Trade receivables
Loans and other receivables
Inventories
Assets classified as held for sale
Other financial assets
Other current assets

4,936,850
1,243,788
632,139

948,476

1,540,925

1,604,952

212,641

167,684

1,183,608

1,281,519

29,033

53,204

1

-

94,715

107,025

II. Non-current assets
Investments in jointly controlled entities and associates
Available-for-sale financial assets
Property, plant and equipment
Intangible assets

5,416,086
1,253,226

12,301,298
103,613

11,996,031
98,163

47,492

57,044

10,899,308

10,590,580

707,648

603,653

Investment property

31,168

37,186

Loans and other receivables

38,461

93,093

Other financial assets

3,441

8,085

Deferred income tax assets

315,718

388,773

Other non-current assets

154,449

Total assets

119,454
17,238,148

17,412,117

Liabilities
I. Current liabilities

4,817,286

5,349,559

Trade payables

678,408

875,174

Other payables

516,724

649,797

Other non-trade payables

345,878

494,635

Provisions

353,467

532,123

Other financial liabilities

38,678

4,805

2,830,426

2,577,707

Other current liabilities

42,535

206,730

Current tax liabilities

11,170

Borrowings

II. Non-current liabilities
Borrowings

8,588
4,545,591

4,154,982

3,946,039

3,476,982

Other non-trade payables

94,326

232,893

Defined benefit liabilities

458,699

359,062

Other financial liabilities

7,796

54,963

Other financial liabilities

38,731

Total liabilities

31,082
9,362,877

9,504,541

Equity
I. Equity attributable to owners of the Parent Company

2,969,023

Capital surplus

1,229,052

1,193,100

107,107

(23,261)

Other components of equity
Retained earnings
II. Non-controlling interest
Total equity
Total liabilities and equity

SK hynix 2012 Sustainability Report

7,905,923

2,978,498

Accumulated other comprehensive income

86

7,875,742

Capital stock

5,762

5,762

3,555,323

3,761,299
(471)

1,653

7,875,271

7,907,576

17,238,148

17,412,117

Consolidated Statements of Comprehensive Income

Unit: millions in KRW
2011

I. Net sales

2010
10,395,811

12,106,090

II. Cost of sales

8,721,257

7,643,517

III. Gross profit

1,674,554

Selling, administration and ordinary development expenses

4,462,573

1,569,335

1,461,172

Other operating income

350,334

147,852

Other operating expenses

130,079

IV. Operating income

173,982
325,474

2,975,271

Financial income

630,310

866,522

Financial expenses

911,399

1,034,489

Income from jointly controlled entities and associates
Other non-operating income
Other non-operating expenses

10,533

2,120

1,621

47,263

11,392

V. Profit before income tax
Income tax expense

101,118

VI. Profit(loss) for the year

Currency translation differences

2,666,382
68,807

(55.971)

VII. Other comprehensive income(loss)
Change in value of available-for-sale financial assets

190,305
45,147

2,597,575

68,850

(103,395)

7,129

(28,947)

123,236

(14,989)

Actuarial loss on defined benefit liability

(735)

(2,033)

Actuarial loss on defined benefit liability

(60,780)

(57,426)

VIII. Total comprehensive income for the year

12,879

2,494,180

Profit(loss) for the period attributable to:
Equity holders of the Parent Company

(56,641)

2,620,962

670

(23,387)

12,947

2,524,853

(68)

(30,673)

Basic earnings(loss) per share

(96)

4,440 원

Diluted earnings(loss) per share

(96)

4,171 원

Non-controlling interest
Total comprehensive income for the year
Equity holders of the Parent Company
Non-controlling interest
Earnings(loss) per share attributable

Financial Information
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Consolidated Statements of Changes in Equity

Unit: millions in KRW
Attributable to equity holders of the Parent Company

Category
Balance at January 1, 2010

Paid-in
Capital

Capital
Surplus

Accumulated
Other Comprehensive Income (loss)

Other
Components
of Equity

Retained
Earnings

Total

Noncontrolling
Interest

Total
Equity

2,965,833

1,238,089

15,428

5,769

1,201,918

5,427,037

472,619

5,899,656

2,597,575

Changes in Equity
Comprehensive income:
Profit for the year

-

-

-

-

2,620,962

2,620,962

(23,387)

Actuarial loss on defined benefit liabilities

-

-

-

-

(57,420)

(57,420)

(6)

(57,426)

Loss on the valuation of available-for-sale financial assets

-

-

(12,958)

-

-

(12,958)

(15,989)

(28,947)

Other comprehensive income of jointly controlled entities and
associates

-

-

(2,033)

-

-

(2,033)

-

(2,033)

Currency translation differences

-

-

(23,698)

-

-

(23,698)

8,709

(14,989)

Total comprehensive income

-

-

(38,689)

-

2,563,542

2,524,853

(30,673)

2,494,180

Transactions with equity holders of the Parent Company :
Exercise of stock options
Exercise of conversion rights
Changes in subsidiaries' interests
Others
Total transactions with equity holders of the Parent Company

13

7

-

(7)

-

13

-

13

3,177

11,314

-

-

-

14,491

-

14,491
(496,603)

-

(56,310)

-

-

-

(56,310)

(440,293)

-

-

-

-

(4,161)

(4,161)

-

(4,161)

3,190

(44,989)

-

(7)

(4,161)

(45,967)

(440,293)

(486,260)

Balance at December 31, 2010

2,969,023

1,193,100

(23,261)

5,762

3,761,299

7,905,923

1,653

7,907,576

Balance at January 1, 2011

2,969,023

1,193,100

(23,261)

5,762

3,761,299

7,905,923

1,653

7,907,576

Changes in Equity
Comprehensive income :
Profit(loss) for the year

-

-

-

-

(56,641)

(56,641)

670

(55,971)

Actuarial loss on defined benefit liabilities

-

-

-

-

(60,780)

(60,780)

-

(60,780)
7,129

Gain(loss) on the valuation of available-for-sale financial assets

-

-

7,905

-

-

7,905

(776)

Other comprehensive income of jointly controlled entities and
associates

-

-

(735)

-

-

(735)

-

(735)

Currency translation differences

-

-

123,198

-

-

123,198

38

123,236

Total comprehensive income

-

-

130,368

-

(117,421)

12,947

(68)

12,879
(88,541)

Transactions with equity holders of the Parent Company :
Dividends
Exercise of conversion rights
Changes in scope of consolidation
Others
Total transactions with equity holders of the Parent Company
Balance at December 31, 2011

-

-

-

-

(88,541)

(88,541)

-

9,475

36,193

-

-

-

45,668

-

45,668

-

-

-

-

-

-

(2,056)

(2,056)

-

(241)

-

-

(14)

(255)

-

(255)

9,475

35,952

-

-

(88,555)

(43,128)

(2,056)

(45,184)

2,978,498

1,229,052

107,107

5,762

3,555,323

7,875,742

(471)

7,875,271

Consolidated Statements of Cash Flows
Category

Unit: millions in KRW

Cash generated from operations
Interest received
Interest paid
Dividends received
Income tax paid

2,855,960
3,079,193

Increase in other financial assets

68,107

67,732
(334,144)

8,883

-

(24,357)

(3,796)
(4,683,472)
-

-

(721,526)

6,931

-

Decrease in short-term loans

9,403

-

Increase in short-term loans

(4,621)

(21,806)

(12,180)

(496,604)

Decrease in available-for-sale
Acquisition of available-for-sale financial assets

-

441

(7,897)

(9,557)

Decrease in long-term loans

601

-

Increase in long-term loans

(910)

(18,342)

Proceeds from disposal of property, plant and equipment
Acquisition of property, plant and equipment
Proceeds from disposal of intangible assets
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(3,389,264)
325,552

Proceeds from disposal of held for sales assets

Acquisition of investments in associates

88

5,883,541
6,153,749

(275,866)

II. Cash flows from investing activities
Decrease in other financial assets

2010

2011

I. Cash flows from operating activities

Acquisition of intangible assets
Proceeds from disposal of investment property
Loss of control to subsidiaries
Payments from other investing activities

14,371

127,688

(3,568,238)

(3,391,910)

13,946

-

(176,111)

(151,856)

12,153

-

(661)

-

(1,603)

III. Cash flows from financing activities

519,133

(1,140,424)

Proceeds from borrowings

2,434,510

1,187,488

Repayments of borrowings

(1,826,595)

(2,327,912)

(88,541)

-

Dividends paid
Acquisition of non-controlling interest
IV. Effect of exchange rates on cash and cash equivalents

(241)

4,733

(18,775)

V. Net increase (decrease) in cash and cash equivalents

(9,438)

40,870

VI. Cash and cash equivalents at the beginning of year

1,253,226

1,212,356

VII. Cash and cash equivalents at the end of year

1,243,788

1,253,226

Sustainability Management Policy
Ethics Management Declaration
•We will conduct all management activities based on ethical values and in compliance with local, national, and international rules and practices.
•We will establish a system of transparent and fair transactions, and eradicate any trace of unfairness or corruption.
•We will internalize ethics managements, and strive to spread it to our partner companies.
•We will establish the Ethics Management Team, and build a practical system, which we will continuously work to improve.
•For the efficient implementation of this declaration, we are making it public for all stakeholders.

Human Rights and Labor Policy
•SK hynix respects its employees’ dignity and worthiness as human beings to fulfill the management philosophy of “Long-Lasting Great Company”.
•SK hynix assures to maintain decent labor conditions for all employees based on humanistic spirit.
•SK hynix upholds and respects human rights and labor standards defined by such international organizations as the UN and ILO, and doesn’t
discriminate employees based on gender, race, national origin, religion, or age.
•SK hynix is committed to conduct business in compliance with EICC and labor laws of all country and region where it operates, and the such code
of conduct is mandatory for all of its suppliers, vendors and business partners to follow as well.

Guidelines
01 Respect for human rights SK hynix respects all employees as equal human beings, and prohibits violation of human rights under all and
any circumstances.

02 Prohibition of forced labor SK hynix does not compel any employee to work against their will by mental and physical bondage, and will
not demand that employees surrender any government-issued identification, such as passport, to the company as a condition of employment.

03 Prohibition of child labor SK hynix does not employ children and youths under the age of 15 or younger.
04 Employment of minors SK hynix may employ individuals under the age of 18 or younger in compliance with labor laws, though must not
place them in hazardous and dangerous location.

05 Working hours SK hynix shall comply with local labor laws in respect to regular working hours, overtime and allowance for overtime.
06 Wage SK hynix's labor wage shall exceed the minimum wage standard set forth by the local labor law.
07 Non-discrimination SK hynix does not discriminate against any individuals in employment, wage and promotions because of their gender,
race, national origin, religion, or age.

08 Freedom of association SK hynix guarantees freedom of association and collective bargaining without distinction, and no retaliation may
arise as a consequence of the exercise of such rights.

Environmental Declaration
SK hynix places its highest priority on the environment, safety and health at every stage of its operations, improving its environment, safety and
health levels through R&D and skills development. It works for the improvement of the environment, safety and health based on close cooperation
with the communities in which it operates, and hopes to develop the world's best worksite in terms of the environment, safety and health.
SK hynix will fulfill all of its responsibilities and duties regarding environmental, safety and health issues, including observing the following;

•Observing all international conventions and domestic laws and making incessant efforts to improve the quality level of the environment, safety
and health.
•Identifying the factor affecting the environment, safety and health to evaluate them for improvement at every stage of business operations for the
supply of goods and services including the purchase of the raw materials, product production and its disposal.
•Carrying out the R&D activities to develop the environment-friendly products and secure clean technology, saving the resources and promoting
their recycling. Actively operating the environmental technology guidance and the environment monitoring programs to achieve the highest level
of environmental management.

Sustainability Management Policy

ESH Policy
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•Securing the techniques for the safe manufacturing processes based on the preventive measures and the capability coping with an emergency
situation to set up a safe and pleasant working environment.
•Participating in the community's environmental, safety and health activities, motivated by social awareness.
For this, setting the goals for environmental, safety and health activities to promote an improvement campaign and to put into practice transparent
environment management by evaluating the outcome and by making it known periodically both internally and externally.

SK hynix Supplier Code of Conduct
Labor and Human Rights The subcontractors must strive to create a work site that is completely free from illegal discrimination and harassment in its employment practices, and should have no unreasonable restriction, severe or inhumane treatment of workers. In addition, all work
should be accomplished voluntarily, and the freedom of working ages, working hours, wages and labor union memberships established by current
laws and regulations should be provided.

Health and Safety The subcontractors must remove all risk factors for industrial safety, take preventive measures to ensure safety, and provide
appropriate individual safety equipment to workers in order to prevent exposure to risk factors. Also, damages should be minimized by establishing
the appropriate countermeasures and response procedures. In addition procedures and systems to manage industrial disasters and work-related
illnesses should be established. All facilities should be provided clean and maintained, physical labor risk should be controlled in advance, and the
safety risks of production facilities and other equipment should be evaluated.

Environment

The subcontractors should follow the environmental permit, reporting requirements, and environmental/quality management

standards of our company. Furthermore, the related laws for solid waste, waste water and air pollutants should be obeyed, and efforts should be
made to prevent environmental pollution and reduce resource use. Related laws or regulations on products containing certain regulated substances
and all customer requirements should be obeyed.

Management System The subcontractor should follow the related laws, regulations and customer requirements by selecting and establishing
a management system. In relation to this, an expression of willingness to comply, clear management responsibility, compliance to related laws and
regulations, recognition and monitoring of customer requirements, risk evaluation and management of ethics related to company management,
goals and evaluation of performance, training programs for related persons, and regular self-evaluation will be used to determine whether the
subcontractors are following our business policy.

Legal Operation of Raw Materials The subcontractors should clarify the source of raw materials distributed in the whole supply chain, and
assure/manage that their products do not contain [conflict] minerals or their derivatives determined to be directly or indirectly financing or benefit
armed groups in the DRC or an adjoining country (Sudan, Uganda, Rwanda, Burundi, United Republic of Tanzania, Zambia, Angola, Central African
Republic etc.).

Ethics All subcontractors doing business with our company should pursue free competition in business relationships, follow all laws and regulations completely for all business activities, perform business by respecting the business customs, and work consistently to ensure that their businesses
follow the laws of our fair trade compliance system. Furthermore, various programs should be developed and performed for mutual promotion with
the subcontractors. Mutual efforts are required to maintain ethical and fair business practices.
All subcontractors doing business with our company have an obligation to follow the above contents, and will be evaluated to ensure compliance.

SK hynix 2012 Sustainability Report
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Fair Trade Compliance Declaration
SK hynix hereby declares that it will endeavor to put free and fair trade principles into practice and comply with both domestic and international
fair trade laws and regulations.
•The company will promote the fair trade practice as the highest value of corporate management and recognize it as true competitiveness.
•The company does not engage in any unfair act in all areas of its business and business operations to establish order for fair trade, and cooperate
with its business partners on a true partnership basis.
•The company keeps training the entire employees, so that they will comply with the fair trade laws and regulations.
•The company appoints a manager responsible for compliance with the fair trade laws and regulations ensuring compliance
•The company operates a voluntary compliance system to prevent any violation and punish the violation of its own accord.

Awards, Recognitions and Association
Memberships
Company Awards
Awards & Recognitions

Organization

Date

Title

7th Management Transparency Awards

Five major Korean economic organizations

Feb. 2011

Grand Prize

Korea Green Management Awards

Ministry of Environment

Jun. 2011

Minister’s Citation

20th Korea Economic Justice Award

Citizens´ Coalition for Economic Justice

Jun. 2011

Grand Prize

Korea Productivity Award

Ministry of Knowledge Economy

Sep. 2011

Presidential Citation

Standard Day Award

Ministry of Knowledge Economy

Oct. 2011

Prime Minister’s Citation

Korea Logistics Award

Ministry of Land, Transport and Maritime Affairs

Nov. 2011

Presidential Citation

Individual Awards
Awards & Recognitions

Organization

Date

Recipient

Title

Man of Merit on Water Day

Ministry of Environment

Mar. 2011

Choi Byung-og, Senior Manager

Minister’s Citation

Man of Merit on Science Day

Ministry of Education, Science and
Technology

Apr. 2011

Park Sung-ki, VP

Minister’s Citation

Ahn In-joo, VP

Prime Minister’s Citation

Man of Merit on May Day

Ministry of Employment and Labor

May. 2011

Park Tae-seok, Senior Engineer

Prime Minister’s Citation

Man of Merit on Invention Day

Korea Invention Promotion Association

Jun. 2011

Lee Jae-jin, Research Fellow

Prime Minister’s Citation

Man of Merit on No Tobacco Day

Ministry of Environment

Jun. 2011

Lee Kyung-wha, Senior Manager

Minister’s Citation

Man of Merit on Environment Day

Ministry of Environment

Jun. 2011

Lee Moon-ha, Director

Minister’s Citation

Korea Electrical Safety Award

Ministry of Public Administration and
Security

Jun. 2011

Lee Jang-hyung, Director

Prime Minister’s Citation

Choi Chun-yup, VP

Presidential Citation

Cho Don-gu, Director

Minister’s Citation

Kim Woong-hee, Director

Minister’s Citation

Man of Merit on Semiconductors Day

Ministry of Knowledge Economy

Nov. 2011

Man of Merit for industrial technology safety

Ministry of Knowledge Economy

Nov. 2011

Shim Chun-sik, Director

Minister’s Citation

Man of Merit for semiconductor material
performance assessment

Ministry of Knowledge Economy

Nov. 2011

Choi Geun-min, VP

Minister’s Citation

Large and Small Business Cooperation Award

Ministry of Knowledge Economy

Nov. 2011

Doo Sung-kyu, Managing Director

Minister’s Citation

Man of Merit on GHG target management

Ministry of Knowledge Economy

Nov. 2011

Choi Eun-kyung, Senior Manager

Minister’s Citation

Award winning at ecotoxicity contest

Ministry of Environment

Nov. 2011

Bae Eun-seok, Assistant Manager

Minister’s Citation

Choi Seok-hun, VP

Presidential Citation

Hur Hyun-kuk, Director

Minister’s Citation

Choi Kwang-moon, Director

Minister’s Citation

Kim Young-sam, Senior Engineer

Minister’s Citation

Lee In-yong, Senior Engineer

Minister’s Citation

Award winning for building healthy
labor-management relation

Ministry of Public Administration and
Security

Dec. 2011

Ministry of Knowledge Economy

Dec. 2011

Jeong Jae-goan, VP

Minister’s Citation

Man of Merit for energy savings

Ministry of Environment

Dec. 2011

Jeong Yun-yeong, VP

Industrial Service Medal

Man of Merit on Trade Day

Ministry of Knowledge Economy

Dec. 2011

Yoon Sang-kyun, Executive VP

Silver Tower Order of
Industrial Service Merit

Korea National Quality Award

Ministry of Knowledge Economy

Dec. 2011

Yoon Tae-kap, Director

Minister’s Citation

Lim Jong-man, Senior Manager

Minister’s Citation

Group/Organization Memberships
Required

Korea Chamber of Commerce (Icheon, Chengju), Korea Fire Safety Association (Icheon, Chengju), Korea Eletric Engineers Association (Icheon, Chengju), Korea Industrial Safety
Association (Sungnam Branch), Korea Industrial Safety Association (Chungbuk Branch), Korean Association of Occupational Health Nurses

Management
Support

Korea International Trade Association, Korea Semiconductor Industry Association, Fair Competition Federation, The Federation of Korean Industries, The Korean Association
for Industrial Technology Security, Korea Listed Companies Association, Korea IR Service, The Green Company Council (Gyenggi & Seoul), WSTS, Korea Employers Federation
Ministry of Knowledge Economy’s National Emergency Planning Commission, BEST Forum: Business Ethics and Sustainability management for Top performance (The Institute for
Industrial Policy Studies), UNGC (UN Global Compact) Korea Network, The Green Company Council (Chungcheng area), ChungBuk Employers Federation

R&D Support

Korea Invention Promotion Association, Korea INtellectual Property Association, Korea Industrial Technology Association, RosettaNet Korea, SDA, UFSA, SiWEDS, Consortium of
Semiconductor Advanced Research (COSAR), IMAPS, MIPI, The Institute of Electronics Engineers of Korea, The Institute of Semiconductor Test of Korea, GSA, SATO-IO, PCI-SIG,
JEDEC

Production
Support

Korea Radioisotope Association, Korea Chemicals Management Association, Chemical Substance Emission Reduction Metropolitan Seoul Area Subcommittee, Korea Integrated
Logistics Association (KILA), Korea AEO Promotion Association, Korea Customs Logistics Association, Korean Society of Supply Chain Management, Korea Forum of Chief Information Officers, Korean Standards Association (KSA) (Icheon, Chengju), Korea Environmental Preservation Association Chungbuk Charter, Korea National Quality Award winners
council, Association of Environmental Technologists in Chungbuk, Korea Environmental Management Association

Sales Support

SEMI

Awards, Recognitions and Association Memberships

Korea Technology Grand Award

91

Greenhouse Gas Verification Report

SK hynix Inc.

Entity

Verification Statement

SK hynix Inc. Icheon Head Office, Cheongju Worksite, Seoul Office

Hynix Semiconductor Co., Ltd.
Scope:
The annual GHG emission for 2011 calendar year inclusive.
The physical scope is within the boundary of Domestic Area for Hynix Semiconductor Co., Ltd.
GHG emissions for Scope 1(Direct-emissions from the plant), Scope 2(Indirect-energy related) and partially Scope 3(Indirectemissions from logistic, commuting etc.) as defined in WBCSD/WRI GHG protocol Chapter 4 “Setting Operational Boundaries”

Address

Data Verified:
The Scope 1 and Scope 2 GHG Emissions for 2011 calendar year as follows:

•2091, Gyungchung-daero, Bubal-eub, Icheon-si, Gyeonggi, Korea
•215, Daeshin-ro, Hungduk-gu, Cheonngju-si, Chungbuk, Korea
•424, Teheran-ro, Gangnam-gu, Seoul, Korea

Scopes

Sites

Icheon plant
(head office)

Direct Emissions
(Scope1)
Indirect Emissions
(Scope2)
Total (tCO2e/yr)

Cheongju plant

Seoul office

Sub Total

401,355

545,211

275

946,841

950,931

654,717

1,167

1,606,815

1,352,285

1,199,928

1,442

2,553,655

The Scope 3 GHG emissions as from logistic, waste despatch & disposal and business trip for 2011 calendar year

Period

Category

International
transport(Export)

International
transport(Import)

Business
Trip

Waste
Disposal

Total

tCO2e
(2011Year)

27,077.8

39,749.5

616.3

345,862.3

413,305

GHG Criteria & Protocols used for Verification:
The verification was carried out at the request of Hynix Semiconductor Co., Ltd. using:
 The Kyoto Protocol to the United Nations Framework Convention on Climate Change-11 December 1997
 The GHG Protocol of the WBCSD/WRI - Revised March 2004
 IPCC Guideline for National Greenhouse Gas Inventories - Revised 2006
 ISO14064 Part 1 & 3 - Issued 2006
 BSI GHGEV Manual (KM007 R0) – Issued Jan. 2011
 GHGEnergy Target Management Scheme (2011-29) – only applied to the controlled entity

01/01/2011 ~ 12/31/2011

The BSI Group Korea’s standard confidentiality principle is applied to the all verification activities.

Verification Opinion:

Emissions

As a result of carrying out verification in accordance with the protocols and the best practice mentioned above, it is the opinion of
BSI that:

No material misstatement in the calculations was revealed, good record keeping was demonstrated and

Data quality was considered acceptable in meeting the key international principles for greenhouse gas emissions verification.

2,553,655 tCO2 eq

Signed:
J K Cheon / President, BSI Group Korea
Date: 29 March 2012

Year

Scope1 (tCtO2 eq)

Scope2 (tCtO2 eq)

2011

946,841

1,606,815

BSI Group Korea
21F, Jongno Tower Building
6 Jongno 2-ga, Jongno-gu, Seoul
Tel: +82-(0)2- 777 4123

•We found no major issues in calculating greenhouse gas emissions
and related data is considered to be appropriately maintained.

•The quality level of the data meets major international GHGs

SK hynix 2012 Sustainability Report
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✽The inventory presented in this report does not include Nitrogen trifluoride (NF3), which does not fall under any of the categories of the Kyoto Protocol.
✽The entity name used in this report is Hynix Semiconductor Inc., the company name the entity had at the time of the verification.

BSI Management Systems Global HQ
389 Chiswick High Road, London, W4 4Al, United Kingdom
Tel: +44 (0)20 8996 9000

Greenhouse Gas Verification Report

SK hynix Inc.

Entity
SK hynix Semiconductor (China) Ltd.

Address
•K7 plot, Export Processing Zone Wuxi, Jiangsu, China

Period
01/01/2010 ~ 12/31/2010
01/01/2011 ~ 12/31/2011

Emissions
1,003,772 tCO2 eq/2010
1,041,551 tCO2 eq/2011

Year

Scope1 (tCtO2 eq)

Scope2 (tCtO2 eq)

2010

404,148

599,623

2011

374,594

666,917

• In SGS’s opinion the presented GHG assertion
- is materially correct and is a fair representation
of the GHG data and information, and
- is prepared in accordance with ISO 14064-1:2006 and

March, 28, 2012
Certification Manager Soongon Park

Greenhouse Gas Verification Report

WRI-Protocol on GHG quantification, monitoring and reporting.
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GRI Guideline Index
Fully Reported   ◐ Partly Reported  ◦ Not Reported   N/A Not Applicable
Category

Code

Name of Indicator

Global Compact

Application
Level

Page

10

Profile
Strategy and
Analysis

1.1

CEO Message

1.2

Description of key impacts, risks and opportunities

Organizational
Profile

2.1

Name of the organization

2.2

Primary brands, products, and/or services.

2.3

Operational structure of the organization, including main divisions, operating companies, subsidiaries and joint ventures

2.4

Location of organization's headquarters.

2.5

Number of countries where the organization operates

2.6

Nature of ownership and legal form

2.7

Characteristics of Markets served

2.8

Scale of the reporting organization

2.9

Significant changes during the reporting period regarding size, structure, or ownership

Report
Parameters

Governance,
Commitments
and
Engagement

2.10

Awards received in the reporting period

3.1

Reporting period for information provided

3.2

Date of most recent previous report

3.3

Reporting cycle

3.4

Contact point for questions regarding the report or its contents

3.5

Process for defining report content

3.6

Boundaries of the report

3.7

State any specific limitations on the scope or boundary of the report

●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●
●

3.8

Basis for reporting on the entities that can significantly affect comparability from period to period and / or between organizations

●

12

3.9

Data measurement techniques and the bases of calculations, including assumptions and techniques

12

3.10

Explanation of the effect of any re-statements of information provided in earlier reports, and the reasons for such re-statement

3.11

Significant changes from previous reporting periods in the scope, boundary, or measurement methods applied in the report

3.12

GRI Content Index

94-96

3.13

Policy and current practice with regard to seeking external assurance for the report

4.1

Governance structure of the organization

4.2

Indicate whether the Chair of the highest governance body is also an executive officer

●
●
●
●
●
●
●

4.3

For organizations that have a unitary board structure, state the number of members of the highest governance body that are
independent and / or non-executive members

●

22-23

4.4

Mechanisms enabling shareholders and employees to provide recommendations or direction to the highest governance body

●

22-23

4.5

Linkage between compensation for members of the highest governance body, senior managers, and executives, and the
organization’s performance

●

22-23

4.6

Processes in place for the highest governance body to ensure conflicts of interest are avoided

●

22-23

4.7

Process for determining the qualifications and expertise of the members of the highest governance
body for guiding the organization's strategy on economic, environmental, and social topics.

●

22-23

4.8

Internally developed statements of mission or values, codes of conduct, and principles relevant to economic, environmental,
and social performance and the status of their implementation

●

22-23

4.9

Procedures of the highest governance body for overseeing the organization's identification and management of economic,
environmental and social performance

●

22-23

4.10

Processes for evaluating the highest governance body's own performance, particularly with respect to economic, environmental
and social performance

●

22-23

4.11

Explanation of whether and how the precautionary approach or principle is addressed by the organization

●

22-23

4.12

Externally developed economic/environmental/social charters, principles, or other initiatives to which the organization subscribes
or endorses

●

89

4.13

Membership in associations(such as industry associations) and / or national / international advocacy organizations

4.14

List of stakeholder groups engaged by the organization

4.15

Basis for identification and selection of stakeholders

4.16

Approaches to stakeholder engagement, including frequency of engagement by type and by stakeholder group

●
●
●
●

4.17

Key topics and concerns that have been raised through stakeholder engagement and how the organization has responded to
those key topics and concerns

●

20-21

24

44

Economic
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Economic
Performance

Market
Presence

Indirect Economic Impacts

Energy

94

6
6, 9
7
102
8
6
6
6
22
91
12
12
12
102
12
12
12

12
12

98-99
22-23
22-23

91
20-21
20-21
20-21

Disclosure on Management Approach
EC01

Direct economic value generated and distributed

EC02

Financial implications and other risks and opportunities for the organization’s activities due to climate change

EC03

Coverage of the organization’s defined benefit plan obligations

EC04

Significant financial assistance received from government

EC05

Range of ratios of standard entry level wage by gender compared to local minimum wage at significant locations of operation.

●
●
●
●
●

EC06

Policy, practices, and proportion of spending on locally-based suppliers at significant locations of
operation.

●

EC07

Procedures for local hiring and proportion of senior management hired from the local community at
significant locations of operation.

●

44

EC08

Development and impact of infrastructure investments and services provided primarily for public benefit

72-74

EC09

Understanding and describing significant indirect economic impacts.

●
●
●
●
●
●

82

Environmental
Source

10

55
52
24
45

24

Disclosure on Management Approach
EN01

Materials used by weight or volume

EN02

Percentage of materials used that are recycled input materials.

EN03

Direct energy consumption by primary energy source.

EN04

Indirect energy consumption by primary source.

Principle 7

82
82
82

Remarks

Fully Reported   ◐ Partly Reported  ◦ Not Reported   N/A Not Applicable
Category

Code

Name of Indicator

Water

EN05

Energy saved due to conservation and efficiency improvements.

Biodiversity

Emissions,
Effluents and
Waste

Products and
Services
Compliance
Transport
Overall

Training and
Education

Diversity and
Equal
Opportunity

Forced and
Compulsory
Labor
Security
Practices
Indigenous
Rights
Assessment
Remediation

●
●
●
●

56

Remarks

56

Initiatives to provide energy-efficient or renewable energy based products and services

Principle 9

Initiatives to reduce indirect energy consumption and reductions achieved

Principle 8

EN08

Total water withdrawal by source

EN09

Water sources significantly affected by withdrawal of water

Principle 8

N/A

-

EN10

Percentage and total volume of water recycled and reused.

Principle 8

●

●

EN11

Location and size of land owned, leased, managed in, or adjacent to, protected areas and areas of
high biodiversity value outside protected areas.

Principle 8

N/A

-

No area affected

EN12

Description of significant impacts of activities, products, and services on biodiversity in protected
areas and areas of high biodiversity value outside protected areas.

Principle 8

N/A

-

No area affected

EN13

Habitats protected or restored.

Principle 8

N/A

-

No area related

EN14

Strategies, current actions, and future plans for managing impacts on biodiversity.

Principle 8

●

59

EN15

Number of IUCN Red List species and national conservation list species with habitats in areas affected
by operations, by level of extinction risk.

Principle 8

N/A

-

EN16

Total direct and indirect greenhouse gas emissions by weight.

●

82

EN17

Other relevant indirect greenhouse gas emissions by weight.

Principle 9

N/A

-

EN18

Initiatives to reduce greenhouse gas emissions and reductions achieved.

Principle 9

●

56

EN19

Emissions of ozone-depleting substances by weight.

N/A

-

EN20

NOx, SOx, and other significant air emissions by type and weight.
Total water discharge by quality and destination.

EN22

Total weight of waste by type and disposal method.

●
●
●

82

EN21

EN23

Total number and volume of significant spills.

N/A

-

No leakage case

EN24

Weight of transported, imported, exported, or treated waste deemed hazardous under the terms of
the Basel Convention Annex I, II, III, and VIII, and percentage of transported waste shipped internationally.

N/A

-

No case reported

EN25

Identity, size, protected status, and biodiversity value of water bodies and related habitats significantly
affected by the reporting organization's discharges of water and runoff.

Principle 8

N/A

-

No water areas/habitat
affected

EN26

Initiatives to mitigate environmental impacts of products and services, and extent of impact mitigation.

Principle 8

N/A

-

EN27

Percentage of products sold and their packaging materials that are reclaimed by category.

Principle 7

N/A

-

Not application given
the industry characteristics
Not application given
the industry characteristics

EN28

Monetary value of significant fines and total number of non-monetary sanctions for non-compliance with
environmental laws and regulations.

Principle 8

N/A

-

No violation

EN29

Significant environmental impacts of transporting products and other goods and materials used for
the organization's operations, and transporting members of the workforce.

Principle 8

●

56

EN30

Total environmental protection expenditures and investments by type.

Principle 8

●

61, 82

56
82

No endangered species near
worksite
No management data
available
No materials destructing
ozone layer

82
83

Disclosure on Management Approach

Total number and rate of employee turnover by age group, gender, and region.

●
●

83

LA02
LA03

Benefits provided to full-time employees that are not provided to temporary or part-time employees,
by major operations.

●

52-53

LA15

Return to work and retention rates after parental leave, by gender.

83

LA04

Percentage of employees covered by collective bargaining agreements

LA05

Minimum notice period regarding important operational changes

49-50

Total workforce by employment type, employment contract, and region.

83

LA06

Percentage of total workforce represented in formal joint management-worker health and safety committees

LA07

Rates of injury, occupational diseases, lost days, and absenteeism, and number of work related fatalities by region

●
●
●
●
●

LA08

Education, training, counseling, prevention, and risk-control programs in place to assist workforce members, their families, and
community members regarding serious diseases

●

72-74

LA09

Health and safety topics covered in formal agreements with trade unions
Average hours of training per year per employee by employee category

●
●

53

LA10
LA11

Programs for skills management and lifelong learning and assist them in managing career endings

●

-

LA12

Percentage of employees receiving regular performance and career development reviews, by gender.

Principle 6

●

83

LA13

Composition of governance bodies and breakdown of employees per category according to gender, age group, minority group
membership and other indicators of diversity

Principle 6

●

22, 43

Ratio of basic salary of men to women by employee category

Principle 6

●

45

Principle 2

N/A

-

LA14

No water area affected

Principle 3

Principle 3

Principle 3

49

49-50
83

83
Refer to website >
Recruitment > HR

Disclosure on Management Approach
HR01

Percentage and total number of significant investment agreements that include human rights clauses or that have undergone
human rights screening.

HR02

Percentage of significant suppliers and contractors that have undergone screening on human rights and actions taken.

Principle 2

N/A

-

HR03

Total hours of employee training on policies and procedures concerning aspects of human rights

Principle 2

●

83

HR04

Total number of incidents of discrimination and actions taken.

Principle 1

●

-

No discrimination

HR05

Operations identified in which the right to exercise freedom of association and collective bargaining
may be at significant risk, and actions taken to support these rights.

Principle 1

N/A

-

N/A

HR06

Operations identified as having significant risk for incidents of child labor, and measures taken to contribute to the elimination
of child labor.

Principle 5

●

-

HR07

Operations identified as having significant risk for incidents of forced or compulsory labor, and measures to contribute to the
elimination of forced or compulsory labor.

Principle 4

●

-

HR08

Percentage of security personnel trained in the organization's policies or procedures concerning
aspects of human rights that are relevant to operations.

Principle 1

●

-

Completed by all security
staff

HR09

Total number of incidents of violations involving rights of indigenous people and actions taken.

Principle 2

●

-

No violation

HR10

Percentage and total number of operations that have been subject to human rights reviews and/or impact assessments.

83

HR11

Number of grievances related to human rights filed, addressed and resolved through formal grievance mechanisms.

●
●

44

No human rights status check
when signing investment
agreement or selecting
supplier

Complied with law and thus
child / forced labor cases

GRI Guideline Index

Non-Discrimination
Freedom of
Association
and Collective
Bargaining
Child Labor

Page

Principle 8

EN06

Human Rights
Investment and
Procurement
Practices

Application
Level

EN07

Labor Practices and
Decent Work
Employment
LA01

Labor /
Management
Relations
Occupational
Health and
Safety

Global Compact
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Fully Reported   ◐ Partly Reported  ◦ Not Reported   N/A Not Applicable
Category

Code

Society

Name of Indicator

Global Compact

Application
Level

Page

●

72-74

●
●
●

83

Remarks

Disclosure on Management Approach

Local
Community
Corruption

Public Policy
Anti-competitive Behavior

SO01

Nature, scope, and effectiveness of any programs and practices that assess and manage the impacts of
operations on communities.

SO02

Percentage and total number of business units analyzed for risks related to corruption.

Principle 10

SO03

Percentage of employees trained in organization's anti-corruption policies and procedures.

Principle 10
Principle 10

Product and
Service
Labeling

Marketing
Communication
Customer
Privacy
Compliance
with Laws and
Regulations

100%

SO04

Actions taken in response to incidents of corruption.

SO05

Public policy positions and participation in public policy development and lobbying.

N/A

No participation

SO06

Total value of financial and in-kind contributions to political parties, politicians, and related institutions by country.

N/A

No donation

38-40

SO07

Total number of legal actions for anti-competitive behavior, anti-trust, and monopoly practices and their outcomes.

SO08

Monetary value of significant fines and total number of non-monetary sanctions for noncompliance with laws and regulations

N/A

-

No regulated case

SO09

Operations with signifi cant potential or actual negative impacts on local communities.

●

-

No worksite having negative
impact

SO10

Prevention and mitigation measures implemented in operations with significant potential or actual negative impacts on local
communities.

●

72-74

Product Responsibility
Customer
Health and
Safety

-

Principle 10

No unfair competition

N/A

Disclosure on Management Approach

PR01

Life cycle stages in which health and safety impacts of products and services are assessed for improvement

N/A

-

Not application given
the industry characteristics

PR02

Total number of incidents of non-compliance with regulations and voluntary codes concerning health and safety impacts of
products and services during their life cycle, by type of outcomes.

N/A

-

No violation

PR03

Type of product and service information required by procedures, and percentage of significant products and services subject to
such information requirements

●

-

100%

PR04

Total number of incidents of non-compliance with regulations and voluntary codes concerning product and service information
and labeling, by type of outcomes.

N/A

-

No violation

PR05

Practices related to customer satisfaction

●

33-35

PR06

Programs for adherence to laws, standards, and voluntary rules related to marketing communications, including
advertising, promotion, and sponsorship

●

41

PR07

Total number of incidents of non-compliance with regulations and voluntary codes concerning marketing
communications, including advertising, promotion, and sponsorship by type of outcomes.

N/A

-

No violation

PR08

Total number of complaints regarding breaches of customer privacy and losses of customer data

N/A

-

No complaint

PR09

Monetary value of fines levied for violating laws and regulations on providing products and services

N/A

-

No violation

✽GRI G3 Guideline Application Level 수준
SK hynix is publicly announcing that this sustainability report has been written so that it satisfies all the requirements of Level A+ of the GRI G3 report application level indicators.
The third-party organization that inspected this report, Ernst & Young Han Young, confirmed that it should be categorized as A+ according to the G3 Guideline application levels.

UN Global Compact
Category

Human
Rights

SK hynix 2012 Sustainability Report

Labour
Standards
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Environment

Anti-Corruption

The Ten Principles

Relevant Regulations and Directions

GRI

Page

1. We support and respect the protection of internationally proclaimed
human rights.

· Declaration of Ethics Management
· Code of Conduct, chapter 3: Employee respect

HR1 / HR2 / HR3 / HR4 / HR5 / HR6 / HR7 / HR8

37-41,

2. We ensure employees are not complicit in the abuses of human rights.

/ HR9

44, 69

· Electronics Industry Code of Conduct
· Terms of Purchase Contract

HR1 / HR2 / HR8

38, 69

3. We uphold freedom of association and effectively recognize the right to
collective bargaining.

· Collective Agreement, Article 1 [The only negotiating body]
· Collective Agreement, Article 6 [Guaranteeing union activities]

HR5 / LA4 / LA5

49

4. We uphold the elimination of all forms of forced and compulsory labor.

· Employment Rules 3: Work
· Collective Agreement, Article 4 [Work hours/days off/holidays]

HR7

44

5. We uphold the effective abolition of child labor.

· Employment Rules 1: Hiring
· Hiring Regulations 5: Limitations on hiring

HR6

44

6. We uphold the elimination of discrimination in respect of employment
and occupation.

· Code of Conduct, chapter 3: Fair treatment
· Hiring Regulations 4: Hiring principles

HR4 / LA2 / LA10 / LA13 / LA14

7. We support a precautionary approach to environmental challenges.

· Code of Conduct, chapter 6: Eco-friendly management
· Environment·Safety·Health regulations

8. We undertake initiatives to promote greater environmental responsibility.

· Code of Conduct, chapter 6: Eco-friendly management
· Environment·Safety·Health regulations

EN5 / EN6 / EN7 / EN10 / EN14 / EN18 / EN21 /

9. We encourage the development and proliferation of environmentallyfriendly technologies.

· Code of Conduct, chapter 6: Eco-friendly Management
· Environment·Safety·Health regulations

EN2 / EN5 / EN6 / EN7 / EN10 /EN18 / EN26 /

10. We work against corruption in all its forms, including extortion and
bribery.

·
·
·
·
·

Declaration of Ethics Management
Declaration of Fair Trade Compliance
Code of Conduct, chapter 4: Fair work performance
Code of Conduct, chapter 5: Partner companies
Code of Conduct, Operation Regulations

44-45
55-56

EN22 / EN26 / EN27 / EN30
EN27 / EN30

SO2 / SO3 / SO4

59-62
57-58

38-41

ISO 26000 Implementation
Fully Reported   ◐ Partly Reported  ◦ Not Reported   N/A Not Applicable

Reporting
Level

Core Subject

Core Issues

Page (Page referrals to GRI index)

6.2 Organizational governance

6.2.3 Decision-making processes and structures

1.1, 1.2, 2.3, 4.1 ~ 4.17

6.3.3 Due diligence

HR1, HR2, HR5, HR6, HR7

6.3.4 Human rights risk situations

HR5, HR6, HR7

6.3.5 Avoidance of complicity

HR1, HR2, HR3, HR5, HR6, HR7, HR8

6.3.6 Resolving grievances

HR1, HR4, HR9

6.3.7 Discrimination and vulnerable groups

HR4, HR6, HR7, HR9, LA13, LA14

◐

6.3.8 Civil and political rights

HR5, HR9

6.3.9 Economic, social and cultural rights

SO1, PR1, PR2, EC8, EC9

●
●

6.3.10 Fundamental principles and rights at work

HR4, HR5, HR6, HR7, Labor DMA, LA4, LA14

◐

6.4.3 Employment and employment relationships

HR2, HR4, HR5, HR8, LA1, LA2, LA3, LA4, LA5, LA13, LA14

◐

6.4.4 Conditions of work and social protection

LA3, LA4, LA5, LA14, EC5

◐

6.4.5 Social dialogue

HR5, LA4, LA5

◐

6.4.6 Health and safety at work

LA6, LA7, LA8, LA9

6.4.7 Human development and training in the workplace

LA10, LA11, LA12

●
●
●

6.3 Human rights

6.4 Labour practices

6.5 The environment

6.6 Fair operating practices

6.7 Consumer issues

6.8 Community involvement and
development

●
●
●
●
●

6.5.3 Prevention of pollution

EN19 ~ EN24

6.5.4 Sustainable resource use

EN1 ~ EN10, EN25, EN26, EN27, EN29

◐

6.5.5 Climate change mitigation and adaptation

EC2, EN16 ~ EN18

●

6.5.6 P rotection of the environment, biodiversity and
restoration of natural habitats

EN11 ~ EN15, EN25

6.6.3 Anti-corruption

SO2, SO3, SO4

6.6.4 Responsible political involvement

SO5, SO6

6.6.5 Fair competition

SO7

6.6.6 Promoting social responsibility in the value chain

HR2, HR8, PR1, PR2, EC6, EC9, EN26, EN29

◐

6.6.7 Respect for property rights

HR9, SO1, SO7, SO8, EC9

●

6.7.3 Fair marketing, factual and unbiased information and
fair contractual practices

PR3, PR4, PR6, PR7

6.7.4 Protecting consumers' health and safety

PR1, PR2, PR3, PR4, PR5

6.7.5 Sustainable consumption

PR1, PR2, PR3, PR4, PR5, EN26, EN27

6.7.6 Consumer service, support, and complaint and dispute resolution

PR3, PR4, PR5, PR6, PR7, PR9

6.7.7 Consumer data protection and privacy

PR8

6.7.8 Access to essential services

PR5, EC9

6.7.9 Education and awareness

PR3, PR4, PR5, PR6, PR7

6.8.3 Community involvement

SO5, SO6, LA8, EC1, EC8

6.8.4 Education and culture

LA8, EC8

6.8.5 Employment creation and skills development

SO1, LA11, EC6, EC7, EC8, EC9

6.8.6 Technology development and access

EC8, EC9

6.8.7 Wealth and income creation

SO1, SO8, EC1, EC6, EC7, EC8, EC9

6.8.8 Health

LA8

6.8.9 Social investment

EC1, EC8, EC9

●
●
●
●

●
●
●
●
●
●
●
●
●
●
●
●
●
●

ISO 26000 Implementation

97

Independent Assurance Report
To the management of SK hynix:
At SK hynix’s request, we have reviewed the information presented in the 2012 sustainability report (the “report”).The management of SK
hynix is responsible for preparing the report. Our responsibility is to carry out a limited assurance engagement on the report and to provide
opinions on it based on our review.

What we did to form our conclusions
We conducted our engagement in accordance with ISAE30001 and the requirements of a Type 2 assurance engagement as defined by
AA1000AS (2008)2
We performed the following procedures to form our conclusion on the report:
• Evaluated SK hynix’s processes for stakeholder engagement.
• Reviewed SK hynix’s processes for determining material issues of stakeholder groups.
• Searched the media coverage of SK hynix’s sustainability issues during the applicable reporting period.
• Reviewed recently reported sustainability issues of SK hynix's competitors.
• Interviewed a selection of people in charge to better understand the current status of SK hynix's sustainability performance and the reporting
process during the reporting period.
• Reviewed selected data regarding SK hynix’s sustainability performance, supporting evidence for assertions, and information from corporatewide systems.
• Reviewed SK hynix’s process for collecting and consolidating sustainability performance data.
• Reviewed whether financial performance data has been extracted properly from the company’s 2011 audited financial statements.

Level of assurance
We undertook a limited assurance engagement in accordance with ISAE3000. A limited assurance engagement is less in scope than a reasonable assurance engagement. Consequently, the nature, timing and the extent of procedures for gathering sufficient, appropriate evidence are
deliberately limited relative to a reasonable assurance engagement.

The limitations of our review
We excluded GHG (Greenhouse Gas) emissions and environmental performance data from overseas operations in our limited assurance engagement. We also did not review environmental and social performance data prior to 2010. However, we did review financial performance
data based on th company’s 2011 audited financial statements.

Our conclusions
The result of our review is outlined below.

Inclusivity

SK hynix 2012 Sustainability Report

Has SK hynix been engaging with stakeholders across the business to develop its approach to sustainability?
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• We are not aware of any key stakeholder groups that have been excluded from the stakeholder engagement process outlined in the report.
• We are not aware of any matters that would lead us to conclude that SK hynix has not applied the inclusivity principle in developing its approach to sustainability.

Materiality
Has SK hynix provided a balanced representation of material issues concerning SK hynix’s sustainability performance?
• We are not aware of any material aspects concerning SK hynix’s sustainability performance which have been excluded from the report.
• Nothing has come to our attention that causes us to believe that SK hynix management has not applied its processes for determining material
issues to be included in the Report.
1. International Standard on Assurance Engagements (ISAE) 3000, Asurance Engagements Other than Audits or Reviews of Historical Financial Information issued by International Federation of the Accountants
2. AA1000AS(2008) - The second edition of the AA1000 Assurance Standard from the Institute of Social and Ethical Accountability

Responsiveness
Has SK hynix responded to stakeholder concerns?
• We are not aware of any matters that would lead us to conclude that SK hynix has not applied the responsiveness principle in considering
the matters to be reported.

Completeness and accuracy of performance information
How complete and accurate is the economic, customer, environment, employee, partner and local community activity data in the report?
• Except for some performance data from the company’s overseas operations, we did not find any reported contents that have been exempted
from the economic, customer, environmental, employee, partner, or local community activity data.
• Nothing has come to our attention that causes us to believe that the data relating to the above topics has not been collated properly from
SK hynix’s reporting process.
How plausible are the statements and claims within the report?
• We are not aware of any misstatements of information or explanation used to support statements and claims on SK hynix’s sustainability
activities presented in the report.

Observations and areas for improvement
Without prejudice against our conclusions presented above, we believe the following matters require attention.
• In order to reflect the opinions of diverse stakeholders, periodic communication channels must be established and through these channels, a
system to decide on material issues must be improved.
• In terms of providing the performance data through reports, it is necessary to maintain a balance between positive and negative.
• In the case of some sustainability performance data, a system to generate, aggregate and report the data must be improved. Also, quantitative targets for the sustainable performance data need to be consolidated and a way to report the progress compared to the target should
be considered.

Independence
We comply with the Ethical Standard issued by International Federation of Accountants (IFAC).

Our assurance team
This assurance engagement was performed by our engagement team.

Seung Wha Gweon
Country Managing Partner
Ernst & Young Han Young
Independent Assurance Report

May 2012
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Growing
together for
better tomo r r o w

임직원 커뮤니케이션

SK’s “Wings of Happiness” emblem symbolizes its goal of contributing to people’s happiness by pursuing the happiness of its stakeholders.
They reflect SK’s spirit of Super Excellence soaring toward the global market, and express SK’s core values of happiness and dedication to its customers.
This is done by adding the color red, which represents SK’s pride, to the color orange, which indicates happiness, warmth, and charm.
Just as the two wings of the “Wings of Happiness” can only fly high when they are in harmony and balance, SK’s sustainability can only be achieved
when it and its shareholders, management, employees, and business partners are all happy.

www.skhynix.com
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