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Statements of Operation

Sales | Sales in 2009 amounted to KRW 7,906.4 billion recording a 16% increase, or a KRW 1,088.3 billion growth from KRW
6,818.0 billion in 2008. This solid sales performance can mostly be attributed to stable pricing trend of the company’s products
backed by favorable business condition. Amid global economic recovery, limited supply and surging demand in the memory

semiconductor market boosted sales coupled with the Korean won's appreciation.

- By business segment, DRAM sales recorded considerable growth with increased shipment offsetting decrease in selling prices. DRAM’s contribution to total
sales expanded to 76% in 2009 from 73% in 2008. Meanwhile, NAND Flash sales contracted slightly due to the shipment decrease caused from cease of 200-mm
production line and drop in average selling price. The sales portion of NAND Flash and other products also experienced a slight decrease, accounting for 24% in
2009 down from 27% in 2008.

COGS | The cost of goods sold (COGS) reached KRW 6,279.8 billion, down 15% or KRW 1,083.0 billion from KRW 7,363.0 billion
in 2008. This decrease can be attributed to the recovery of inventory valuation loss thanks to the surging selling price in 2009.
Sharp selling price erosion and the resultant inventory valuation loss were the main culprits to stagnant COGS growth in 2008.
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SG&A Expenses | Selling, general and administrative (SG&A) expenses rose 4% or KRW 59.4 billion to KRW 1,434.6 billion in
2009 from KRW 1,375.1 billion in 2008. This increase mainly resulted from increased payment commissions, including running
royalties in addition to higher R&D expenses used in developing new products and technologies.
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Non-Operating Income | Non-operating income for 2009 stood at KRW 1,216.0 billion representing a 17% rise, or a KRW
179.9 billion increase, from KRW 1,036.0 billion in 2008. This growth can mainly be attributed to a KRW 222.7 billion increase in
net foreign currency transaction and translation gain.

Non-Operating Expenses | Non-operating expenses dropped by 54%, or KRW 2,111.8 billion, from KRW 3,890.5 billion in
2008 to KRW 1,778.8 billion in 2009. The KRW 19.2 billion growth in interest expenses was offset by the KRW 1,133.2 billion
decrease in foreign currency transaction and translation loss. The KRW 778.9 billion in equipment impairment loss stemming
from the suspension of the company’s 200-mm production line in 2008, was realized as drop in expenses. Derivative valuation
loss and other expenses also dropped by KRW 218.9 billion in 2009.
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Hynix Semiconductor Inc. and Subsidiaries

(Unit: KRW thousand)

Accounts 2009 2008

ASSETS

Current assets:

Cash and cash equivalents 1,209,110,638 526,864,162
Short-term financial instruments 309,351,263 192,527,546
Held-to-maturity securities 670 1,645
Trade accounts and notes receivable, net of allowance for doubtful accounts of 3,447,189
in 2009 (##10,018,996 in 2008) 1,729,733,111 750,368,618
Other accounts receivable, net of allowance for doubtful accounts of /4,068,818 in 2009 (/7,447,241 in 2008) 234,149,622 62,058,745

Inventories 1,057,279,937 1,092,103,445
Prepaid expenses 97,334,481 97,802,516
Deferred income tax assets 248,463,871 8,162,820
Other current assets 31,667,464 29,565,710

Total current assets

4,917,091,057

2,759,455,207

Non-current assets:

Long-term financial instruments 1,265,139 4,284,146
Available-for-sale securities 57,543,370 23,237,419
Held-to-maturity securities 530 1,200
Equity method investments 105,358,908 26,045,322
Long-term loans, net of allowance for doubtful accounts of 6,136 in 2009 (423,603 in 2008) 1,419,226 1,762,030
Long-term accrued revenues, net of allowance for doubtful accounts of ¥ 1,186,849 in 2009 (¥+1,186,849 in 2008) - -
Long-term advance payments 141,912,766 172,013,951
Deferred income tax assets 258,837,717 455,605,419

Property, plant and equipment, net

10,143,005,769

12,362,603,290

Intangible assets, net 461,958,108 496,407,601
Investment properties 162,415,720 246,127,310
Other assets 52,725,088 28,677,374

Total non-current assets

11,386,442,341

13,816,765,062

Total assets

16,303,533,398

16,576,220,269
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Hynix Semiconductor Inc. and Subsidiaries

(Unit: KRW thousand)

Accounts 2009 2008
LIABILITIES AND EQUITY
Current liabilities:

Trade accounts and notes payable 739,812,588 718,727,692

Short-term borrowings

1,618,774,298

1,554,377,239

Other accounts and notes payable, net of discount on present value 576,872,770 703,999,705
Advances received 522,998,310 253,449,130
Accrued expenses 885,333,471 870,589,804
Income taxes payable 4,417,663 9,243,521
Derivatives payable 33,309,115 46,348,458

Current portion of bonds and long-term borrowings, net of discount on bonds, discount on present value,

conversion right adjustments and addition of redemption premium

1,552,026,161

1,057,910,841

Other current liabilities

35,687,896

22,875,770

Total current liabilities

5,769,232,272

5,237,522,160

Non-current liabilities:

Bonds and long-term borrowings, net of discount on bonds, discount on present value, conversion right

adjustments and addition of redemption premium

3,984,442,287

5,136,349,107

Other long-term accounts and notes payable, net of discount on present value 185,365,226 229,298,631
Severance and retirement benefits 351,844,804 314,825,900
Other long-term liabilities 93,370,346 131,984,972

Total non-current liabilities 4,615,022,663 5,812,458,610

Total liabilities

10,384,254,935

11,049,980,770

Equity:

Equity attributable to holders of the parent:

Capital stock

2,965,833,030

2,315,654,175

Capital surplus 1,303,527,701 929,002,855
Capital adjustments 5,768,977 5,839,683
Accumulated other comprehensive income 171,315,813 483,642,719

Retained earnings

1,005,936,494

1,356,062,983

Total equity attributable to holders of the parent

5,452,382,015

5,090,202,415

Minority interests

466,896,448

436,037,084

Total equity

5,919,278,463

5,526,239,499

Total liabilities and equity

16,303,533,398

16,576,220,269
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Hynix Semiconductor Inc. and Subsidiaries

(Unit: KRW thousand)

Accounts 2009 2008
Sales 7,906,350,018 6,817,984,885
Cost of sales 6,279,821,110 7,362,955,828

Gross profit (loss)

1,626,528,908

(544,970,943)

Selling and administrative expenses

1,434,559,682

1,375,149,242

Operating income (loss) 191,969,226 (1,920,120,185)
Other income (expenses):
Interestincome 29,977,103 85,256,102
Interest expense (433,576,400) (414,669,692)
Rentalincome 21,933,329 24,431,529
Reversal of allowance for doubtful accounts 1,298,110 19,381,147
Bad debt expenses - other (518,557) (2,276,774)
Gain (loss) on foreign currency transactions, net 19,342,018 (236,900,451)
Gain (loss) on foreign currency translation, net 256,080,361 (843,547,474)
Gain on disposal of available-for-sale securities, net 413,140 3,407,109
Equity in earnings of equity method investments, net 413,003 366,317
Gain on disposal of property, plant and equipment, net 100,083,296 110,578,744
Impairment loss on property, plantand equipment (2,117,842) (781,003,578)
Depreciation of idle assets (88,354,227) (96,735,364)
Gain on disposal of intangible assets, net - 20,655,081
Impairment loss on investment properties (63,603,776) (5,631,755)
Gain on disposal of investment properties 5,718,687 6,314,430
Loss on early redemption of bonds - (56,606,769)
Loss on valuation of derivatives (2,357,094) (150,178,541)
Miscellaneous loss, net (391,146,385) (511,061,165)
Others, net (16,374,966) (26,270,246)
(562,790,200) (2,854,491,350)
Loss before income taxes (370,820,974) (4,774,611,535)
Benefit from income taxes 38,176,877 29,887,227
Net loss (332,644,097) (4,744,724,308)
Attributable to:
Equity holders of the parent (347,785,270) (4,719,632,924)
Minority interests 15,141,173 (25,091,384)
(332,644,097) (4,744,724,308)
Loss per share
Basic (620) (10,273)
Diluted (620) (10,273)
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Declaration of Ethics Management

» We will conduct all management activities based on ethical
values and in compliance with local, national, and interna-
tional rules and practices.

» We will establish a system of transparent and antitrust compli-
ance, while also eradicating any trace of unfairness or corruption.

* We will adopt ethics management within the corporation and
strive to spread it to our partner companies.

» We will establish an Ethics Management Team and ensure it
becomes a practical system, and continuously work towards
its improvement.

» We are making this declaration public for its efficient imple-
mentation and for the sake of our stakeholders.

Declaration of Fair Trade Compliance Policy
Hynix Semiconductor Inc. declares that it will voluntarily
abide by all fair trade rules and regulations in Korea and over-
seas. It will also strive to practice fair and free competition in
order to firmly establish fair trade practices in the semicon-
ductor industry, while creating opportunities for itself to
become the top semiconductor company in the world amid
intensifying global competition.

» First, Hynix recognizes that the compliance of fair trade laws
is the true competitiveness of the company and shall consid-
er itthe foremost value of corporate management.

+ Second, Hynix shall not conduct any unfair actions whatso-
ever in order to establish good practices of antitrust in all
areas and regions, and shall mutually cooperate with the
company's partner companies.

» Third, Hynix shall continuously educate all officials and
employees of the company to voluntarily comply with all
antitrust laws.

» Fourth, Hynix appoints a compliance official to strengthen
the supervisory and monitoring system for compliance of
the antitrust law.

» Fifth, Hynix shall do everything within its power to prevent
any violation of the antitrust law through the Antitrust
Compliance Program. Also, Hynix will do all that it can to
identify any violation within the company, if any, and punish
the violator(s) according to the relevant disciplinary by-laws.

Quality Policy

* The paramount objective of Hynix Semiconductor Inc. is the
continued pursuit to become the top semiconductor company in
the world. Exuding a pioneering spirit of innovation, and backed
up by the company’s Four Strategies of Top Management,
Hynix provides the very best services and products to its cus-
tomers by consistently improving quality and competitiveness.
Achieving the highest customer satisfaction and continued long
term business is the ultimate aim of Hynix. Moreover, employ-
ees in every capacity and every level will continually adhere to
and advance the following policy:

o To understand current and future custom-
er needs, and provide the company’s products and services
in a way that exceeds customer expectations.

0 To continually improve the compa-
ny’s performance in R&D, Manufacturing, Quality & Reliability
Assurance, and Sales & Service on the basis of an optimized
Quality Management System.

0 To be fully involved in every
aspect of the quality improvement needed to achieve the
world's highest quality in all our business areas.

o To enhance relation-
ships with customers, suppliers, and third parties in order to
achieve mutual prosperity and satisfaction.

Hynix ESH (Environment, Safety and Health) Policy

» Observing international agreements and national regula-
tions on environment, safety and health, while also improv-
ing environmental safety and qualitative health standards
on a continual basis.

- Identifying, evaluating and improving significant enviro-
ment, safety and health aspects by conducting life cycle
assessments from the purchasing stage.

+ Developing eco-friendly products and conserving resourc-
es, recycling wastes through cleaner technology, and run-
ning an environmental management system that will propel
Hynix to become the top ESH company.

+Developing process safety technology and emergency
response capabilities on the basis of preventive activities
that also promote a safe and comfortable workplace.

- Participating in environment, safety and health improvement
activities with the community by recognizing social responsibility.
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Economic Performance

i let

The primary responsibility of a business is to generate sustainable economic value. Economic value refers to a stable flow
of revenue and overall financial stability, as well as sustainable competitiveness and future growth engines. The successful
realization of these values increases corporate value, which helps increase the trust shareholders and investors have of the
company, while also contributing to Korea’s economy through added exports and the creation of jobs.

As a result, Hynix was in the black again in 2009 after turning a profit in its operating revenue. Even more notable is the fact
that the company saw a 16% rise in sales, posting a profit despite the unfavorable global semiconductor market. The chal-
lenge now is to relay this success into a sustainable performance in the future.

In terms of sustainable competitiveness, Hynix made some remarkable achievements in 2009. As an industry leader in D-
RAM and NAND Flash technology, the company has also achieved cost competitiveness through enhanced productivity. In
the future, Hynix’s drive towards innovation will ensure sustainable profits as it focuses on turning theories into practice.

At the same time, Hynix is active in its wide range of R&D activities which seek to pursue future growth engines. In fact, the
company is currently reinforcing its highly profitable product line-ups, including its CMOS Image Sensors. In addition, the
company is engaging in several strategic partnerships in line with the global trend of open market growth and innovation.

The company’s contribution to Korea’s economy is another key indicator of economic performance, which is why the com-
pany needs to report its performance on exports, job creation and industry-academic cooperation in future reports.

In short, Hynix has implemented its innovation drive in the right direction to enhance its overall performance. The establish-
ment of innovation management as a sustainable system within the company will only further improve Hynix’s financial per-
formance and its contribution to Korea’s economy.
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Social Performance

Al =

The report states the social performance of the company is well balanced with the other sections. Hynix’s 2010 Sustainability
Report shows that the company’s social performance is in balance with the report’s other sections, all of which fall under the
GRI Sustainability Reporting Guidelines.

The report describes the company’s initiatives and achievements with respect to its relationship with customers, employees,
partner companies and the community. However, it does lack some explanation concerning its relationship with other stake-
holders such as financial partners, including banks and fund investors, governmental bodies, regulatory authorities, and the
mass media.

The report segmented the social performance section by stakeholder group, while the employer section touches on every is-
sue regarding employment, from human resources development, family-friendly management and welfare benefits to labor-
management relations, corporate culture and occupational safety and health. A clear statement, properly presented statistics
and fair descriptions facilitate a clear understanding of stated data, but there is a tendency to inundate readers with numbers.
A more concise, insightful description would make the report more reader friendly.

For instance, the report lacks information on the company’s policies on its reemployment program for retirees and maternity
leave programs. Furthermore, although the partner companies section presents the company’s policy regarding primary
vendors very clearly, there was a dearth of information on the company’s relationship with the secondary vendors and sub-
contractors. Improvements in future reports would include the company’s measures to prevent any problems associated with
deliveries in the course of transactions between Hynix, its partner companies and its subcontractors.

Also notable in the social performance section is the information about the company’s social contribution programs. And
while Hynix is active in industrial-academia cooperation, scholarships and education programs, the report lacks a description
of how these social contribution activities generate financial profits. An inclusion of how these activities return profits to the
company would help explain the link between corporate social responsibility and Hynix’s sustainable growth. A large corpo-
ration like Hynix is in an exemplary position to establish a strategic relationship between social contribution and a company’s
financial results.
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= Environmental Performance
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Hynix’s 2010 Sustainability Report, its third since 2008, measures and reports on the company’s performance economically, so-
cially and environmentally, following the guidelines as set forth by the Global Reporting Initiative (GRI) G3 Guidelines and B.E.S.T.
Sustainability Reporting Guidelines (local guidelines for Korean sustainability reports). In this report, Hynix’s environmental per-
formance has been classified into three areas: Responding to Climate Change, Environmental Management Performance, and
Environmental Management System.

In Responding to Climate Change, Hynix discusses its control of greenhouse gas emissions at all of its work sites both in Korea
and overseas. Of particular note, its two domestic plants have completed a greenhouse gas (GHG) emissions inventory which
was subsequently verified by a third-party auditor and has since greatly reduced its GHG emissions. Furthermore, the company
plans on enacting the same system at its Chinese plants. As a result of these efforts, Hynix ranked among the top performers
in CDP Korea’s Carbon Disclosure Leadership Index in 2009 and was the recipient of a President’s Award in the Responding
to Climate Change category at the Ministry of Knowledge Economy’s Energy Conservation Awards. In the future, Hynix will be
expanding its GHG inventory so that it applies to all of its work sites. On top of that, the company is required to develop an ef-
fective strategy to estimate possible risks in the event of higher GHG emissions regulations and to efficiently deal with stricter
regulations.

With Environmental Management Performances, Hynix was the first company in its industry to implement carbon labeling. It
is also preemptively replacing and reducing hazardous substances in efficient response to international environmental regula-
tions, as the company felt it was best to reinforce its eco-friendly test process and ensure it had consistent management of
hazardous substances through close cooperation with its raw material suppliers. Today, Hynix efficiently manages its water
quality and controls the release of its wastes, air pollutants, and toxic chemicals, which has substantially reduced impact on the
environment. This is a very significant achievement, one which has expanded to environmental impact control in the company’s
logistics process. As for its Environmental Management System, Hynix upgraded the Environmental Management Validation
Committee that it had established years ago in cooperation with a Korean NGO for transparent validation of its environmental
management activities to an Environmental Management Advisory Council, which was led by Hynix’s CEQ. This was of some
importance because this council facilitates an objective validation, while also offering professional insight by experts from the
private sector. Moreover, Hynix’s initiatives for an advanced environmental management system, such as computerizing the
LCA system and having an external expert verify the eco-efficiency Index it developed in 2009, are constantly being evaluated.
For instance, a review of Hynix’s ESH Integrated Management System found that follow-up measures were appropriately ex-
ecuted, testifying to the stable operation of the Environmental Management System.

Overall, Hynix’s 2010 Sustainability Report has been drawn up faithfully according to the highest international standards. Al-
though it is clear from the report that the company’s sustainability management performance improved in 2009, there are still a
few things which require further improvement.



092 097 098

102

103

106

Financial Information Management Directions and Declaration Experts’ Opinion Greenhouse Gas Inspection Report Third Party Assurance Statement Glossary
» Subscription to Internal and External Industry and Business Associations

No. Organization Position

1 Korea Semiconductor Industry Association Vice president

2 Chungbuk Employers Federation Vice president

3 Korea Industrial Technology Association Vice president

4 SDCA (Secure Digital Card Association] Director

5 Korea Employers Federation Director

6 Consortium of Semiconductor Advanced Research Executive member
7 IMAPS (International Microelectronics and Packaging Society) Special member

8 The Institute of Electronics Engineering of Korea Special member

9 Institute of Control, Robotics and Systems Special member
10 The Institute of Semiconductor Test of Korea Special member
" JEDEC (Joint Electron Devices Engineering Council) General member
12 WSTS (World Semiconductor Trade Statistics) General member
13 The Institute for Industrial Policy Studies (IPS) B.E.S.T. Forum General member
14 UN Global Compact Network Korea General member

» Major Prizes and Awards won by Hynix

Date Prize/Award

Title

Organization

Feb. 18,2009 30th Anniversary of Korea Industrial Technology Association,

Man of Merit for the promotion of Science and Technology

Prime Minister’s commendation

Ministry of Education, Science and Technology

Oct. 28, 2009 Best Performer in Responding to Climate Change

Ocean Prize

CDP Korea

Nov. 03, 2009 2009 Smalland Large Business Cooperation Awards

President’s Award

Ministry of Knowledge Economy

Nov. 12, 2009 Man of Merit for Energy Conservation:
Responding to Climate Change

President’s Award

Ministry of Knowledge Economy

Nov. 17, 2009 Family Friendly Business Awards

Ministry of Health and Welfare

Nov. 25, 2009 Korea National Quality Awards: Facilities sector

President’s Award

Ministry of Knowledge Economy

Dec. 02,2009 Korea Precision Industrial Technology Competition

President’s Award

Ministry of Knowledge Economy

» Prizes and Awards Won by Hynix Employees

Date Prize/Award

Title

Organization

Apr. 21,2009 Man of Merit for the Promotion of Science and Technology

Prime Minister’s Commendation

Ministry of Education, Science and Technology

Oct. 29, 2009 Man of Merit for Semiconductor Industrial Technologies

Silver Tower of Industrial Service Merit

Ministry of Knowledge Economy

Nov. 04, 2009 Sustainability Management Awards

Prime Minister's Commendation

Ministry of Knowledge Economy

Nov. 30, 2009 Man of Merit on Trade Day

Industrial Service Medal

President’s Award

Prime Minister’s Commendation

Ministry of Knowledge Economy
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Hynix Semiconductor Inc.
Icheon Plant (head office), Cheongju Plant and Seoul Office

Scope:

The annual GHG emissions for 2009 calendar year inclusive.

The physical scope is within the boundary of the 3 sites mentioned above.

GHG emissions for Scope 1 (Direct-emissions from the plant)

and Scope 2 (indirect-energy related)

As defined in WBCSD/WRI GHG protocol Chapter 4 “Setting Operational Boundaries”

Data Verified: The Green House Gas Emissions for the 2009 calendar year as follows:

Scopes Sites
Icheon Plant (head office) Cheongju Plant Seoul Office Sub Total
Direct Emissions (Scope 1) Stationary 29,705 30,438 88 60,232
Transport 838 1,046 166 2,049
Process 339,254 520,646 - 859,900
Fugitive 869 1 - 870
Indirect Emissions (Scope?) Electricity 729,122 513,857 839 1,243,818
Steam 159,168 - - 159,168
Total (tco,e/yr) 1,258,955 1,065,989 1,093 2,326,036

GHG Criteria & Protocols used for Verification:

The verification was carried out at the request of the Hynix Semiconductor Inc. Using:

+ The Kyoto Protocol to the United Nations Framework Convention on Climate Change — Issued 11. Dec. 1997

» The GHG Protocol to the WBCSD/WRI — Revised March 2004

+ IPCC Guideline for National Greenhouse Gas Inventories — Revised 2006

+1SO 14064 Part 1 & 3 — Issued 2006

+BSI GHGEV Manual — Issued Sep. 15. 2009

« As the principal reference documents.

BSI Management Systems standard confidentiality arrangements were in force for all of the activities that were part of the verification.

Verification Opinion: As a result of carrying out verification in accordance with the protocols and the best practice mentioned
above and the principles of ISO/IEC 17021;20086, it is the opinion of BSI and KOSIF that:

» No material misstatement in the calculations was revealed, good record keeping was demonstrated and

« Date quality was considered acceptable in meeting the key international principles for greenhouse gas emissions verification.

. g plulz

Do & KoSIF

*NF, gas is not a restricted material as defined by the United Nations Framework Convention on Climate Change and has not been included in the emissions total of this report.
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To the Management of Hynix's 2010 Sustainability Report:

Upon request of Hynix, the Institute for Industrial Policy Studies as a “third party assurance provider” (hereinafter referred to as

the “Assurance Provider”) presents the following third party assurance statement on the 2010 Sustainability Management

Report of Hynix (hereinafter referred to as the “Report”).

Hynix is held accountable for all
information and claims contained in the Report including sustain-
ability management goal setting, performance management,
data collection and report preparation. The objective of this
assurance statement is to check whether the Report is free of
material misstatement or bias and whether the data collection
systems used are robust, and to offer advice on improving the
quality of the Report through identifying sustainable manage-
mentissues and reviewing its reporting process.

The Assurance Provider has no relations
with Hynix regarding any of its for-profit operations and activi-
ties. In addition, the Assurance Provider has carried out its
assurance process with independence and autonomy as it
was not involved in the preparation of the Report except for
offering comments in the process.

The Assurance Provider assessed the
Report against the following guidelines:
1) AA1000 Assurance Standard (2008) I
2) BEST Guideline?
3) Global Reporting Initiative(GRI) G3 Sustainability Reporting
Guidelines ¥

The Assurance Provider con-
ducted assurance process for the Report in accordance with
Type 1 and Moderate Level of AA1000AS (2008).

* The Assurance Provider evaluated the reliability of the data
compiled in the Report for Type 1 assurance, and assessed
publicly disclosed information, reporting system and perfor-
mance management process based on the three core princi-
ples of AA1000AS (2008), namely Inclusivity, Materiality and
Responsiveness. However, this assurance engagement does
not provide the evaluation of the credibility of the offered data.

» The Assurance Provider pursued moderate assurance where
sufficient evidence has been obtained and limited sampling
has been conducted at each performance sector to support
its statement such that the risk of its conclusion being in error
is reduced but not reduced to very low but not zero.

The Assurance Provider evaluated
1) The Inclusivity, Materiality and Responsiveness of the
Report and
2) The extent of Hynix’s adherence to the GRI/BEST Sustainability
Reporting Guidelines through the process outlined below:
+ Evaluating the sources of publicly disclosed information
and internal parties involved
« Verifying the performance data collection systems and
processes for each function
+ Conducting interviews with each functional manager
- Completing on-site due diligence focusing on the head
office in Icheon, Korea from April 6, 2010 to April 13, 2010
* Ensuring the financial data in the Report and Hynix’s
audited financial reports correspond
+ Evaluating the Report for the extent of adherence to the
GRI/BEST Guidelines

« Verifying the data and inquiries into each functional manag-
er and information collection manager

- Conducting on-site due diligence in the head office, exclud-
ing the Cheongju and China offices among local and over-
seas presence

« Conducting assurance engagement based on data and public-
ly available information only during the current reporting period

+ Evaluation of the reliability of the performance data being
excluded
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Conclusions

The Assurance Provider did not find the Report to contain any material misstatements or bias on the basis of the scope, meth-

odology and criteria described above. All material findings of the Assurance Provider are provided herein, and detailed findings

and recommendations have been submitted to the management of Hynix.

Inclusivity:
Are there appropriate strategies and processes in place for Hynix’s stakeholder engagement with its sustainable growth?

The Assurance Provider found that Hynix has established and implemented strategies and processes for its stakehold-
ers to take a part in the sustainable growth. Hynix is making company-level efforts to collect opinions through diverse
channels such as the Customer Service Center and the Hynix Committee. Moreover, the Report was written based on
the suggestions and interests of the stakeholders identified through such efforts. However, the Assurance Provider
advises Hynix to disclose how such stakeholder input has been used other than deriving key issues and to which inter-
nal policies it has been applied.

Materiality:
Does the Report cover economic, social and environmental issues of the greatestimportance to Hynix and its stakeholders?

Itis the Assurance Provider’s opinion that Hynix did not omit or withhold any material information from its stakeholders.
It has been confirmed that Hynix identified issues of great interest to its internal and external stakeholders through a
systematic materiality assessment in the areas of company policies, stakeholder engagement, industry peer review,
direct and indirect economic impact, local and global standards and regulations, and media search, and reflected its
findings in the Report. However, the Assurance Provider encourages Hynix to conduct a more thorough analysis of key
issues to include not only issues of high stakeholder interest but also the potential impact of the organization on each
stakeholder as well as potential risk factors in the organization. In addition, Hynix should try to resolve and keep track of
repeatedly identified material issues from a time-series perspective, and reveal the changes in trend.

Responsiveness:
Does the Report address the demand and interest of the stakeholders in an appropriate manner?

The Assurance Provider has confirmed that Hynix has put in effort to identify the demand and interest of its stakehold-
ers via stakeholder-specific communication channels. Hynix has been making a series of efforts to reach out to its key
stakeholders through the advisory committee on environmental management, the joint ethics management workshop,
and the employee satisfaction survey. Moreover, Hynix has been trying to fully reflect opinions and suggestions identi-
fied in the process in the Report. In particular, we highly evaluate Hynix’s commitment to collecting the demand and
interest of the stakeholders through its unique channels such as QBR(Quarterly Business Review) and HEINET(Hynix
e-procurement Infra Network), and responding to such input through the analysis of reader opinions on the
Sustainability Management Report from last year. It is recommended that Hynix provide more detailed reporting on its
responses to the issues identified through stakeholder communications, and appropriately reflect stakeholder input in
the Report based on reader opinions regarding last year’s report.
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It has been confirmed that the Report meets the requirements for Application Level of “A+.”

In view of the level of reporting rigor and intensity of information provided, the Report
meets 99.5% of the reporting requirements for a Level 4 Report among Levels 1 to 5.

Reporting Year 2010 2009 2008
Publications 3rd 2nd st
Level Level4 Level4 Level3
Fulfillment 99.5% 98.5% 98.9%

x Review result has been converted based on five level fulfillment.

Recommendations

The Assurance Provider highly evaluates the 2010 Hynix Sustainability Management Report in comparison to the second sus-
tainability report based on the following reasons:

1) Hynix explained its position on expert interview results, allowing a better understanding of future plans and endeavors in each area;

2) Hynix strengthened the level of stakeholder confidence in its dedication to sustainable management by publishing achieve-
ments such as ethics management violations;

3) Hynix demonstrated its dedication to fully reporting sustainable management achievements by actively utilizing homepage
and increasing readability with easy-to-find indicators.

We recommend the following factors to be considered for the future publications:

» Establish unique sustainable management philosophy as a leading company in the area of sustainable management
» Tie the future corporate vision and strategies into its sustainable management vision and strategies

+ Introduce new stakeholder engagement channels such as symposiums in addition to surveys and interviews

+ Analyze and publish the changes in trend regarding key stakeholder-specific issues

+ Report on the management achievements and trend regarding key issues identified in the recent three years

- Develop strategies and case studies reflecting stakeholder engagement

- Diversify reporting methods and develop issue-based report structure for future publications

Eligibility of IPS as an Assurance Provider

Established in 1993, the Institute for Industrial Policy Studies (IPS) has accumulated broad expertise in the areas of ethics man-
agement, corporate social responsibility and sustainable management since 2002, and serves as a third party assurance pro-
vider for the sustainability reports published by local companies. IPS has conducted the assurance engagement upon request
of Hynix, and assembled a team of five assurance practitioners (Jong-uk, Lee, Dong-su Kim, Dong-won Lee, Jeong-eun Park,
Ji-hye Ryu) who are professors at Korea'’s top universities or professionals with accreditation and extensive experience in sus-
tainability management after majoring in business management, accounting or environmental science.

AAI000

Licensed Assurance Provider
00034

April 30, 2010

Yoon-Chul Lee
President, The Institute for Industrial Policy Studies

105



106

092

Financial Information

097 098 101

102 103

Management Directionsand Declaration ~ Experts’ Opinion  Group/Organization Membership & Awards ~ Greenhouse Gas Inspection Report  Third Party Assurance Statement

An arrangement under the Kyoto Protocol allowing industri-
alized countries with a greenhouse gas reduction commit-
ment to invest in ventures that reduce emissions in develop-
ing countries as an alternative to more expensive emission
reductions in their own countries

A guideline that took effect in August 2005 which mandates
the eco-friendly design of all energy consumption products
distributed within the EU

A type of surface mount package with a ball grid interval

smallerthan 0.8 mm

An operational system for the organized listing and
management of greenhouse gas emission sources
at facilities, processes, and plants for the statistical man-
agement of acompany’s GHG emissions

A colorless organic solvent with the strong odor of alcohol,
IPA is widely used to clean IT products parts including
semiconductors and LCDs and is also used as a solvent for
paintand ink.

An international standard for environmental management
systems published by the International Standards
Organization (ISO)

A test-completed chip that is ready for bonding within a
multi-chip module

A system of evaluating and certifying a business and man-
agement system based on the criteria set forth by the Korea
Occupational Safety and Health Agency (KOSHA) in order
to establish a self-regulated health and safety management
system

A method used to assess the environmental impact of a
product throughout its life cycle, from the harvesting of raw
materials, manufacturing, and usage to its final disposal, by
quantifying its emissions and energy consumption

A semiconductor chip that combines several semiconduc-
tors into a single chip

The technology of storing more than a single bit of informa-

tion in a memory element

Classified by the electric circuit inside the semiconductor chip,
NOR Flash arranges cells horizontally and has a NOR (nega-
tion of the OP operator) gate, with fast random access speed

An industrial safety and health management standard
meant to prevent and control occupational accidents and
injuries

A next-generation memory semiconductor made from a
new substance called germanium antimony telluride

A powerful greenhouse gas along with CO, and methane
(CH,)
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A next-generation semiconductor that stores more than one
bit of information per memory cell by capturing the reaction
of metal oxide against a short electric pulse

A strict regulation requiring businesses to register more
than 30,000 chemicals with the European Chemical Agency
that are produced or imported into the EU

Anindustrial process for the treatment of exhaust air, includ-
ing VOCs, which recovers more than 95% of waste heat
from exhaust gas by using ceramic regenerative materials

that have a broad surface area and little pressure loss

A technology to reduce GHG emissions by inflowing and
ionizing the cleansing gas into the plasma generator, there-
by improving the rate of decomposing gases used in the
CVD process

Directive is designed to overcome legal gaps concerning
the restriction of hazardous substances used in electric and
electronic appliances and to protect human health and mini

mize environmental impact by limiting the amount of harmful
materials used in the manufacturing process.

The technology of storing a single bit of information in a

memory element

A next-generation large-scale data storage device that achieves
faster access and writing speed than HDD, but with less power
use, heat and noise generation and which is also shock resistant

A next-generation semiconductor that stores data depending
on the accord in the magnetization direction of the two layers
when charged with an electric current by utilizing the double-
layered magnetic tunnel joint structure as a transistor

High-risk environment of hazardous substances

A system that integrates the basic electronic systems on a
single semiconductor chip and refers to all products,
excluding memory, that compile multi-circuit systems with
different functions, such as CPUs, video voice data pro-
cessing integrated circuits (IC) and communication ICs

A unit of energy released by burning one ton of crude oil

An innovative 3D stacking technology that vertically con-
nects chips without wires

Initiated by former UN Secretary-General Kofi Ananin
January 1999 at the annual Davos Forum, the pact sets
forth 10 main principles in four categories regarding corpo-
rate transparency and social responsibilities

Organic chemical compounds that easily evaporate into the
air, such as paints, adhesives, and petrochemical products
among Korean businesses

Management of WEEE (Waste Electrical and Electronic
Equipment) Directive
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GRI G3 Guideline Application Level

Hynix Semiconductor is publicly announcing that this sustainabil-
ity 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 confirmed
that it should be categorized as A+ according to the G3 Guideline
application levels.

é)l CONTAINS|
= SOYOIL e

This report was printed with soy ink and on eco-friendly paper certified by the FSC* (Forest Stewardship Council).
* FSC certification is given to products that use wood produced from forests that are managed in an eco-friendly way.



GRlindex Index details BESTindex Page
EN25 Significant influences on the reporting organization's discharges of water and runoff EV19 78
EN26 Initiatives to mitigate environmental impacts of products and services, and extent of impact mitigation EV23 83~89
EN27 Percentage of products sold and their packaging materials that are reclaimed by category EV24 80
EN28 Monetary value of significant fines and total number of non-monetary sanctions for non-compliance with environmental laws and regulations EV31 C3 fold out
EN29 Significant environmental impacts of transporting products and members of the workforce of the organization EV30 82
EN30 Total environmental protection expenditures and investments by type EV1 83
LA1 Total workforce by employment type, employment contract, and region EM1 51~52
LA2 Total number and rate of employee turnover by age group, gender, and region EM5 52
LA3 Benefits provided to full-time employees that are not provided to temporary or part-time employees, by major operations EM20 55
LA4 Percentage of employees covered by collective bargaining agreements EM12 56
LAS Minimum notice period(s) regarding significant operational changes, including whether it is specified in collective agreements EM13 56
LA6 Percentage of total workforce represented in formal joint management-worker health and safety committees EM14 59
LA7 Rates of injury, occupational diseases, lost days, and absenteeism, and number of work-related fatalities by region EM19 59
LA8 Programs in place to assist workforce members, their families, or other members regarding serious diseases EM18 59
LA9 Health and safety topics covered in formal agreements with trade unions EM15 59
LA10 Average hours of training per year per employee by employee category EM27 26
LA Programs for skills management and lifelong learning that assist employees in managing career endings EM28 26
LA12 Percentage of employees receiving regular performance and career development reviews EM29 53
LA13 Composition of governance bodies and breakdown of employees EM2 51
LA14 Ratio of basic salary of men to women by employee category EM3 51
HR1 Percentage and total number of significant investment agreements that include human rights clauses or that have undergone human rights screening  PN2 60
HR2 Percentage of significant suppliers and contractors that have undergone screening on human rights and actions taken PN3 60
HR3 Total hours of employee training on aspects of human rights that are relevant to operations EM30 26
HR4 Total number of incidents of discrimination and actions taken EM7 51
HR5 Operations identified in which the right to exercise freedom of association may be at significant risk, and the actions EM8 51
HRé Operations identified as having significant risk for incidents of child labor, and measures taken to contribute to the elimination of child labor EM9 51
HR7 Operations identified as having significant risk for incidents of forced labor, and measures for elimination of forced labor EM10 51
HR8 Ratio of security personnel trained in the organization's policies or procedures related to human rights EM31 26
HR9 Total number of incidents of violations involving rights of indigenous people and actions taken C02 N/A
So1 Nature, scope, and effectiveness of any programs that assess and manage the impacts on communities co1/co2 18~19, 65
S02 Percentage and total number of business units analyzed for risks related to corruption Co5 C3 fold out
S03 Percentage of employees trained in organization's anti-corruption policies and procedures Cos C3fold out
S04 Actions taken in response to incidents of corruption C05 C3 fold out
S05 Public policy positions and participation in public policy development and lobbying Coé6 C3 fold out
S06 Total value of financial and in-kind contributions to political parties, politicians, and related institutions by country co7 C3 fold out
sS07 Total number of legal actions for anti-competitive behavior, anti-trust, and monopoly practices and their outcomes CS3 27
S08 Monetary value of significant fines and total number of non-monetary sanctions for non-compliance with laws and regulations co9 C3 fold out
PR1 Life cycle stages in which health and safety impacts of products and services are assessed for improvement CS4 86
PR2 Total number of incidents of non-compliance with regulations related to health and safety impacts of products csn 50
PR3 Type of product and service information required by procedures CS5 49~50
PR4 Total number of incidents of non-compliance with regulations related to product information and labeling CS12 50
PR5 Practices related to customer satisfaction, including results of surveys measuring customer satisfaction Cs9 48
PR6 Programs for adherence to laws, standards, and voluntary codes related to marketing communications CS13 50
PR7 Total number of incidents of non-compliance with regulations concerning marketing communications CS14 50
PR8 Total number of substantiated complaints regarding breaches of customer privacy and losses of customer data CS15 N/A
PR9 Monetary value of significant fines for non-compliance with laws and regulations concerning the provision and use of products and services Cs12 50
DMAEC Disclosure on Management Approach EC 16
DMAEN Disclosure on Management Approach EN 16
DMALA Disclosure on Management Approach LA 17
DMAHR Disclosure on Management Approach HR 17
DMASO Disclosure on Management Approach SO 17
DMAPR Disclosure on Management Approach PR 17
Not applicable
GRlindex Index details BESTindex Supplementary explanation
PR8 Total number of substantiated complaints regarding breaches of customer privacy and losses of customer data CS15 Hynix’s consumers are companies and there are no complaints
concerning privacy infringement of consumers.
EN13 Habitats protected or restored EV27 Hynix is not operating in any areas with biodiversity value.
EN15 Number of IUCN Red List species and national conservation list species with habitats in areas affected by operations, by ~ EV28 Hynix is not located in any areas with biodiversity value.
level of extinction risk
EC6 Policy, practices, and proportion of spending on locally-based suppliers at significant locations of operation. EC4 We provide all suppliers, including local ones, with equal opportunities.
HR9 Total number of incidents of violations involving rights of indigenous people and actions taken. Cco2 Not specifically reported the violation case during the report period.
GRlindex Index details BESTindex Supplementary explanation
4l Mechanisms for shareholders and employees to provide recommendations or direction to the highest governance body GR12 Specified inthe Corporate Governance Charter. Please refer to Hynix's website.
4.6 Processes in place for the highest governance body to ensure conflicts of interest are avoided GR13 Specified in the Corporate Governance Charter. Please refer to Hynix's website.
502 Percentage and total number of business units analyzed for risks related to corruption C0o5 Specified in the Code of Ethics. Please refer to Hynix's website.
S03 Percentage of employees trained in organization's anti-corruption policies and procedures C0o5 Specified in the Code of Ethics. Please refer to Hynix's website.
S04 Actions taken in response to incidents of corruption C0o5 Specified in the Code of Ethics. Please refer to Hynix's website.
S05 Public policy positions and participation in public policy development and lobbying Coé Prohibited by Code of Ethics. Please refer to Hynix's website.
S06 Total value of financial and in-kind contributions to political parties, politicians, and related institutions by country co7 Prohibited by Code of Ethics. Please refer to Hynix's website.
S08 Monetary value of significant fines and total number of non-monetary sanctions for non-compliance with laws and regulations  CO9 There were no cases of sanctions for noncompliance.
EN19 Emissions of ozone-depleting substances by weight EV14 No ozone-depleting substances are used in the manufacturing process.
EN23 Total number and volume of significant spills EV21 There were no cases of spilled chemical substances, oil or fuel.
EN28 Monetary value of significant fines and total number of non-monetary sanctions for non-compliance with environmental ~ EV31 There were no cases of noncompliance or fines concerning

laws and regulations

environmental laws or regulations.
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while Good Memory just makes life more beautiful.
Good Memory is Hynix’s corporate slogan.

It imparts the company’s determination to share
value with every member of society through
products that are made with unrivaled
technology and passion.
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