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ABOUTTHIS REPORT

At Samsung Electronics, we publish an annual sustainability report with an aim
to transparently communicate our achievements in creating economic, social and
environmental value to a wide array of stakeholders. 2018 marks our11th annual
sustainability report.

REPORTING PERIOD

This reportillustrates our economic, social and environmental activities and
achievements between January1st and December 31st of 2017. Fora portion of

the qualitative achievements, data until May 2018 is included. As for quantitative
achievements, this report provides numerical data over the past three years to allow
fortrend analysis overtime.

REPORTING SCOPE

This report spans all ourworksites and supply chains in domestic and global sites.
Financial performance data is based on the consolidated K-IFRS basis. Quantitative
environmental performance of worksites is based on the data collected from 39
production subsidiaries in domestic and global sites.

REPORTING STANDARDS
This report has been prepared in accordance with the GRI Standards: Core option.

FOR FURTHER DETAILS ON THIS REPORT
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CEO MESSAGE

Dear Stakeholders,

I would like to begin by expressing my sincere ap-
preciation foryour continuous support of Samsung
Electronics.

Grateful forthe support from our stakeholders and the
efforts of ouremployees, Samsung Electronics had a
very strong finish to a record-breaking yearin 2017,
and are working to maintain our steady performance
in2018.

The global economic environment, however, remains
highly uncertain, and technologies in areas such as ar-
tificial intelligence, autonomous driving, big data, and
the Internet of Things are rapidly shifting paradigm

in the IT sector, posing new challenges that demand
innovation.

In response, Samsung Electronics will make full use of
its capabilities as a global IT company to cope with new
challenges. We will also expand our efforts in improv-
ing environmental sustainability, a task that has never
been more vital to us all.

Since its inception, Samsung’s unique and innova-
tion-centered culture has been at the core of our
technology and products. Based on bold initiatives
and innovations, we are constantly developing mar-
ket-leading products and services that transcend the
capabilities of existing technology.

Furthermore, we are exploring ways to increase our
contribution to society and fulfill our responsibility as
a global corporate citizen by creating social value as
well as economic value. Samsung Electronics is dedi-
cated to using our technology to create positive value
via addressing societal issues. To illustrate, we created
Rellimino, an application that works in conjunction
with the Gear VR to help those living with low vision
see the world more clearly; and Ignis, a lightweight
thermal imaging device that lessens the burden of
firefighters.

We acknowledge our responsibility to the planet, and
have thus committed ourselves to minimizing environ-
mental impacts of our operations and products alike.
Advancing into a circular economy, we have developed
some of the world’s most energy efficient products
and expanded our efforts to recycle and reuse natural
resources in our product components. Furthermore, we
plan to increase the use of renewable energy to reduce
the carbon footprint of our operations.

Finally, we will continue to cooperate with stakehold-
ers, who are concerned with sustainable and responsi-
ble growth. We will seek advice from investors, NGOs,
local communities, governments, and international
organizations, and reflect their opinions in our deci-
sion-making process.

We follow a simple business philosophy at Samsung
Electronics — devote our talent and technology to
creating innovative products and services that contrib-
ute to a better global society. We fully endorse the UN
Sustainable Development Goals, and are thus working
to positively affect society and the environment along-
side the ongoing development of our business.

To that end, we would like to introduce our‘Sustain-
ability Report 2018’ This year’s report consists of five
key pillars that lay out our achievements in 2017 and
our plans forthe future.

We look forward to your continued interest and support.

Thank you.

Kim, Ki Nam

Vice Chairman and CEO
Samsung Electronics Co., Ltd.
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MANAGEMENT PHILOSOPHY

At Samsung Electronics, we devote our human resources and technology to create superior products and services,
thereby contributing to a better global society. This commitment is guided by our set of values that consist of
‘Management Philosophy, Core Values, and Business Principles’ To this end, we translated ourfive management
principles into detailed action plan guidelines to establish the Samsung Global Code of Conduct that all of our
employees are guided by. To drive our sustainable growth and define ourway forward, we are guided by the
following core values, which are instrumental to the way our employees conduct business.

PHILOSOPHY

BUSINESS
PRINCIPLES

COREVALUES

We devote our human resources and technology to create superior products and ser-

vices, thereby contributing to a greater global society.

1. We comply with laws and ethical standards.
2.We maintain a clean organizational culture with high integrity.

3. We respect customers, shareholders and employees.
4. We care for the environment, health and safety of all.

5. We are a socially responsible corporate citizen.

PEOPLE
L

At Samsung, we are
dedicated to giving
our people a wealth

of opportunities
to reach theirfull
potential.

EXCELLENCE

The entirety of our
endeavors at Sam-
sung is driven by an
unyielding passion
forexcellence and an
unfaltering commit-
ment to develop the
best possible prod-
ucts and services in
the market.

CHANGE

RN

Change is constant
and innovation is
critical to the com-
pany’s survival

INTEGRITY

w_w

A

Operating in an
ethical manneris
the foundation of
ourbusiness. The
sum of our every
action is guided by a
moral compass that
ensures fairness,
respect for all stake-
holders and com-
plete transparency.

Our business cannot
be successful unless
it creates prosperity
and opportunity for
people in every local
and global communi-
ty in which

we operate.
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Production Site 39
R&D Center 35
Design Center 7
Others 66

cis China Japan
Regional Office 1 Regional Office 2 Regional Office 1
Sales Office 3 Sales Office Sales Office 1
Production Site 1 Production Site 1 R&D Center 2
R&D Center 2 R&D Center 8 - \.’N:‘ Design Center. 1
Others 4 Design Center 1 - ’ Others 1

Others 4 V

Southeast Asia Korea

Regional Office 2 Regional Office 1

Sales Office 9 Production Site 6

Production Site 8 R&D Center 4

R&D Center 2 Design Center 1

Others 7

Footnotes:

1) Regional classification is based on Samsung’s internal management criteria
2) Others : Sales Branches, Service Centers, Distribution Bases, etc.

As of the end of 2017, we had 217 worldwide operation hubs, including our HQ in
Suwon, South Korea, manufacturing subsidiaries, sales subsidiaries, design centers
and research centers, while operating 15 Regional Offices in Korea, North America,
Europe, Southeast Asia, Africa and other regions of the world.
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/ Europe
// < Regional Office 2
/ Sales Office 18
Production Site 3
R&D Center 3
Design Center 1

V.

Africa

Others

Regional Office 1

Sales Office 4

Production Site 1

Others 4
Middle East
Regional Office 1
Sales Office 7
Production Site 1
R&D Center. 4
Others M

Employees

Southwest Asia

Regional Office 1

Sales Office
Production Site
R&D Center.
Design Center
Others

Countries

]
2
5
1
4

North America

Regional Office 2
Sales Office 2
Production Site 3
R&D Center. 4
Design Center 1
Others 9

2,436

Suppliers
(First tier)

Latin America

Regional Office 1
Sales Office 7
Production Site 3
R&D Center. 1
Design Center 1
Others_ 10
] 6 (] 8
R&D Expenditure

(KRW in trillion)
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This section showcases our key achievements and experiences in 2017

that we would like to share with our stakeholders.




Advancing
Innovation in
Society



Samsung’s innovation focus not only drives
ourentire network, it also inspires us to work
toward advancing human progress by contrib-
uting to our communities through innovation
and investment in society. We are always look-
ing forways to use our skills, ideas and products
to inspire innovation, empower lives and create
greater positive societal value.
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NI

SAMSUNG ELECTRONICS ILLUMINATES PATHTO
SURVIVORS FOR FIREFIGHTERS ACROSS KOREA

Firefighters face many challenges in fighting
fires - charging into a burning building or be-
ing at risk of being overcome by toxic fumes
and the excruciating heat. However, many
firefighters cite, perhaps counterintuitively,
the darkness as one of the biggest chal-
lenges. Often in a fire situation, it is the total
lack of vision caused by soot and smoke that
engulfs and hides unconscious or disoriented
victims.

Imagine yourself as a firefighter. You rush
into a burning building to look for survivors.
On your back, you are carrying equipment
weighing between 20kgs to 35 kgs, you are
running up stairs that might give way at any
minute, the ceiling above you is collapsing,
and the oxygen in your airtank is rapidly
being depleted. Struggling against the rising
smoke and heat, you have minutes, maybe
only seconds, to locate survivors, but there is
minimal visibility in the smoke-filled rooms
around you.



013 Sustainability Report 2018

In afire, both from a victim’s and a firefighter’s perspective,
the deadliest enemy is the darkness which leaves rescuers
virtually blind. To be able to locate survivors in absolute
darkness, firefighters must be equipped with thermal
observation devices(TODs) or thermal imaging cameras,
which illuminate survivors’ body heat against the dark.

However, there are several critical issues with the status
quo. Firstly, conventional TODs require firefighters to

hold them, tying up their hands from actual rescue or
water extinguishing work. Secondly, devices in the current
market are heavy and unwieldy. Weighing over1 kg, they
are an extra burden for firefighters already carrying heavy
loads. Finally, these devices are extremely costly. Costing
roughly 2 million KRW or 2,000 USD per device, many fire
stations are not able to afford these cameras or perhaps
only limited numbers within their existing budgets. If the
fire fighting rescue team has access to a TOD, often the
team leaderwill hold it, searching for survivors on behalf of
the whole team. The fact that increasingly many fires start
in tall buildings further exacerbates the situation.

In February 2016, members of Samsung Electronics’ C-Lab
(Creative Lab), internal idea incubator, received an entry
for Samsung Tomorrow Solution by a firefighter at Dong-
ducheon Fire Station in the outskirts of Seoul. The fire-
fighter described the difficulties he faced as an emergency
responder without access to a TOD and wanted to know

if there was a way that Samsung could use its innovative
technology to help.

The firefighter described a recent mission in which only
afterthe fire had been fully exterminated he realized that
avictim, an old man, had been nearby but he had not been
able to see him. It devastated him to contemplate that he
could have saved the man if only he had access to a TOD at
the time.

To address these difficulties, Samsung partnered with a
group of college students to devise a new design. Straight
from the conceptual stage, we worked in collaboration with
actual firefighters, receiving practical feedback and design
ideas. After nine months of development, we announced
‘Ignis, a lightweight, wearable thermal imaging device and
gas mask visor for firefighters. Ignis, only weighing 350g, is
70% lighter than currently available models. Being wear-
able, the new product also frees up rescuer’s hands.

When asked about why they took on this project, Samsung
C-lab members said that they thought it was quite extraor-
dinary that their knowledge and creativity could meaning-
fully help people like firefighters - people they viewed as
heroes - was quite extraordinary. Samsung has distributed
1,000 Ignis devices across the country’s fire stations, safety
centers, and National Counter-Terrorism centers, free of
cost. We believe that Ignis is a prime example of how we

at Samsung aspire to use innovation to create value in
society. Creating such positive impact is the numberone
reason why we will continue to push ourselves to innovate
and make a difference in the world around us.
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Young-Suh Noh is no ordinary pianist. Foot-
age of him playing Chopin’s Ballade No.1

on the piano inspired renowned composer
Maria Leontjewa to dedicate a piano piece to
him and to invite him to debut it himself at

a concertin Germany. However, it is not just
the beautiful sound that Mr. Noh creates on
the piano that is extraordinary.

Mr. Noh is visually impaired. Due to the
nature of his illness, he can only use his pe-
ripheral vision. When practicing music, until
he completely memorizes the music, Mr. Noh
can only read one note at a time, holding the
music score nearly pressed against his eyes.

“When | received the invitation, | couldn’t

be just happy, says Mr. Noh. “l was given
three months to prepare for the premiere of
Leontjewa’s tribute piece. For me, it was a
very short, almost impossible period of time
to prepare. But | could not give up. | desper-
ately wanted to do it. Then | found out about
Reldmino.”

Samsung’s Relmino, meaning light up again, is an
innovative visual aid application that works with the Gear
VR created by Samsung’s C-Lab to enhance vision for
people with low vision. C-Lab members came up with the
idea after reading an article saying that 92% of visually
impaired people consider watching TV their favorite form
of entertainment.

“At first, | thought this must be incorrect,” says C-Lab
member Jeonghun Cho. “Then | discovered that only 14%
(36 million) of the visually impaired are totally blind. The
remaining 86%(217 million) have ‘low vision’ and are able
to determine the difference between light and dark.”

RELUMINO
SAMSUNG LIGHTS UPTHE WORLD
FORTHE VISUALLY IMPAIRED

After learning that there are millions of people worldwide
who, like Mr. Noh, have low vision but may have to live life
as if they were completely blind due to a lack of access to
resources to meet their needs, C-Lab members sought to
develop a product that could dramatically improve their
quality of life. Mr. Cho says, “l was hopeful that we could
improve their residual vision in the way that glasses might
by utilizing high-quality visual aids. There is a variety of
equipment options on the market today to help aid low
vision, but the problem is that most of them are very ex-
pensive, costing thousands of dollars. Therefore, we set out
to provide something more approachable and affordable
by using smartphones and virtual reality(VR) which are
both widely used today. Smartphones and Gear VR replace
costly visual aid products.”
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Relimino processes images from videos projected through
the rear camera of a smartphone and makes the images
visually-impaired-friendly. More specifically, its major
features include magnifying and minimizing image; high-
lighting the image outline; adjusting color contrast and
brightness; reversing color; and screen color filtering. The
end effect is that ‘Relimino’ enables visually challenged
people to see images clearer when they are reading a book
orviewing an object. Relimino users can set application
settings based on their specific issues. The application can
automatically place the image that is missing from the
user’s sight and remap it to the user’s visible range.

C-Lab placed central emphasis on meeting the practical
needs of actual users. During the development phase,
C-Lab conducted clinical trials to get feedback from actu-
ally impaired participants. Take the Omnifocal Function,
forexample. Relimino automatically turns on Color Invert
Mode when a user lowers their head to read a book and
reverts to Regular Mode when the user lifts their head.

Thus, it enables the user to watch TV from farther distances
without having to make additional adjustments.

Wearing Relimino, Mr. Noh knew he was able to prepare
for his concert. “I could practice in the right posture, which
made me less tired, and see scores pretty clearly,” he said.
“After using the app for a while, | felt that it would be very
convenient if it switched its modes automatically when |
look at music and the keys on the piano. | mentioned it to
a developer, and he returned the next day with Omnifocal
Function.”

Mr. Noh says, “Relimino greatly helped me prepare for my
concertin Germany. That Leontjewa piece materialized
under my fingertips. It was truly a premiere. | still get
goosebumps whenever | recall that memory. That was one
of the happiest moments of my life.”

Relimino drew much attention in Mobile World Congress
2017, the world’s largest gathering for the mobile industry.
C-Lab received positive feedback for showcasing a technol-
ogy developed to help people with disabilities through

VR devices. Samsung is continuing to improve to the
application to help users. Currently, C-Lab is working on a
new model in the form of eyeglasses that are as small and
convenient as sunglasses.

Samsung hopes that that Relimino will help make every-
day living a bit easier for the visually impaired. “We believe
Reltmino will be the life-changer for 220 million of the
visually impaired people around the world and we promise
firm and continuing support” said Jaiil Lee, Vice President
and Head of Creativity & Innovation Center at Samsung
Electronics.



ADVANCING INNOVATION IN
SOCIETY

—
012 _ Ignis

014 _Relimino
016 _ MolenGeek

016 Sustainability Report 2018

MOLENGEEK

BRINGING SILICON VALLEY TO
MOLENBEEK, BELGIUM

The MolenGeek initiative started in the city of
Molenbeek, Belgium which gained worldwide
notoriety in the months that followed the
Paris terrorist attacks in November2015. The
manhunt for the terrorists led investigators
to the Brussels suburb of Molenbeek; it was
here that three of the Paris attackers were
found to be from. The municipality is home
to about 100,000 residents, with large im-
migrant populations from Morocco, Turkey,
Pakistan, and Africa. Though it is not farfrom
Brussels, Belgium’s capital city and the de
facto capital of the European Union, Molen-
beek, Belgium has faced severe societal prob-
lems including high youth unemployment

at over 30%, ties to terrorism, and crime.

The city soon came to be widely known as a
breeding ground for terror.

MolenGeek, founded by local entrepreneur
Ibrahim Ouassari, was born out of a simple
yet powerful idea: teaching coding skills to
Molenbeek youths gives them a chance to
learn skills that would empower them to have
greater opportunities out of the restrictions
of their environment that might have driven
them to radicalization. Ouassari’s team set
up a centerwhere they taught quality coding
skills to local youths that showed motivation
and commitment to learn in order to improve
their lives. The demand to participate was
overwhelming and the initiative swiftly
brought about a new dynamic and positive
attention to the neighborhood.
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The MolenGeek initiative has been recognized as a model
program that leverages digital technology to alleviate

the social challenges of high youth unemployment due

to a lack of skill or education opportunities. Its graduates
have already launched 25 startups and another156 are in
incubation. More than 120 students have been trained and
have found employment after attending the coding school
program, which provides a three month-long, intensive,
full-time course on skills that are in high demand such as
coding for Android platforms.

In the fall of 2017 Samsung Electronics joined the Belgian
government and the founders of the MolenGeek Initiative
to present the initiative to the United Nations as a best
practice case study of public-private partnership in

“MolenGeek is a best practice on how we can give young
people a positive perspective for theirfuture in a world that
is increasingly digital and fast-evolving. This is a success
story that the world needs to know” said Alexander De
Croo, Deputy Prime Minister and Minister for Development
Cooperation of Belgium in his opening remarks during the
presentation to the UNGA.

“In a logic of co-creation, Samsung’s support helps Molen-
Geek and its participants by making accessible a whole
new world of technologies. Participants can now have

achieving the UN Sustainable Development Goals(SDGs).
The presentation came on the sidelines of the UN General
Assembly(UNGA), at an event titled, Technology 4 SDG's:
Digital Innovation for Sustainable Societies, organized by
the governments of Belgium and Uganda at UN headquar-
ters in New York.

Along with the Belgian government and MolenGeek’s
founding members, we are providing technical and finan-
cial support to program participants. In addition to the
physical space and resources they need, our employees
also actively participated in organizing events such as
Hackathons and an Internet of Things(loT) Challenge to
provide mentorship for Molenbeek’s future digital entre-
preneurs.

access to the latest technologies for free. They also have
access to a new way of skills acquisition based on learning
by doing” said Julie Foulon, who is one of the co-founders
of MolenGeek.

We believe that by supporting programs like MolenGeek,
we can produce many more exciting results and innova-
tions. We are excited to continue our support in order to
expand the program and to hopefully bring further positive
impact to the lives of young people around the world.



Committing to
Renewable Energy and
Energy Efficiency



At Samsung, we are dedicated to the preser-
vation of the natural environment. Since June
1992, following our hallmark ‘Samsung Environ-
mental Declaration, we have been continuously
looking forways to reduce our environmental
footprint both in our operations and beyond. In
everything we do, we always consider resource
efficiency. Furthermore, this year, we are taking
a step forward by announcing our goal to meet
100% of our energy use through renewable en-
ergy inthe U.S, Europe and China by 2020. We
will achieve this goal by expanding our sourc-
ing of renewable energy in our operations.
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RENEWABLE ENERGY

SAMSUNG ELECTRONICS’ COMMITMENT TO RENEWABLE ENERGY

As an industry leader, we believe that it is important for us to commit to the use of renewable
energy. This yearwill mark a hallmark yearin our efforts to reduce our environmental footprint
as we announce our goal to expand our renewable energy use.
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OurShort-term Goals: 100% Renewable Energy in the U.S., Europe, and
China

At Samsung Electronics, we are starting our renewable energy journey in
regions that are well-equipped with infrastructure for the development
and transmission of renewable energy.

Samsung plans to source renewable energy for100% of the energy used
forall of its factories, office buildings, and operational facilities in the
United States, Europe and China by 2020.

In Korea, Samsung Electronics fully supports the government’s national
strategic plan to increase the country’s renewable energy use by 20%

by 2030. Beginning this year, as an initial commitment, Samsung will
additionally install approximately 42,000m? of solar panels in Samsung
Digital City, its headquarters in Suwon. The company will continue to

add approximately 21,000m? of solar arrays and geothermal power gener-
ation facilities beginning 2019 in its Pyeongtaek campus and 2020 in its
Hwaseong campus.

With these efforts in place, Samsung Electronics is positioned to increase
its use of renewable energy globally to match the equivalent amount

of energy created by an average 3.1GW solar power plant by 2020. This
amount of electricity is comparable to the annual energy consumption of
about 115,000 four-person Korean households.

As part of our expanded strategy, we will also engage our suppliers in our
green power journey. Beginning in 2019, we will join the Carbon Disclo-
sure Project Supply Chain Program and work with our top 100 suppliers to
help them set their own renewable energy targets.

“WE WELCOME SAMSUNG ELECTRONICS’ DECLA-
RATION TO EXPAND THE ROLL-OUT OF RENEWABLE
ENERGY ACROSS ITS GLOBALSITES. THIS IS AN IM-
PORTANTSTEP AND WE LOOK FORWARD TO WORKING
WITH SAMSUNG ON FURTHER MEASURES TO REDUCE
THE COMPANY'’S CLIMATE IMPACT ACROSS ITS VALUE
CHAINS."

Our Medium-to-Long Term Goals: Seeking Ways to Expand Renewable
Energy Use

Beyond our2020 goal, we are working to set up medium-to-long term
goals to increase renewable energy use throughout our operations. In
setting up our goals, we are taking into account the different renewable
energy sourcing conditions in each country where we operate. We are ex-
ploring the best available options among purchasing Renewable Energy
Certificates(RECs), expanding Power Purchase Agreements(PPAs), making
financial investments and building private-public coalitions.

In line with this commitment, we have joined the Renewable Energy Buy-
ers’' Principles(REBP) and the Business Renewables Center(BRC) as part
of our expanded efforts to support renewable energy initiatives.

Challenges and Opportunities

Despite setting ambitious targets, there are challenges ahead. At Sam-
sung Electronics, we currently operate 39 manufacturing locations across
the globe. We are committed to setting up specific goals for every region,
taking into account each region's renewable energy sourcing systems and
conditions.

Particularly in Korea where 65% of our electricity consumption happens,
there are currently no available RECs trading systems or PPAs. Korea's
physical environment does not lend itself to the development of large
scale wind or solarfacilities.

Despite the hardships, we will actively cooperate with various stakehold-
ers to expand green power infrastructures.

Jochem Verberne, Global Partnerships Director of World Wide Fund for
Nature said,
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ENERGY EFFICIENCY

ENERGY EFFICIENCY INNOVATIONS FOR PRODUCTSIN
OURDAILY LIVES

At Samsung, one of the ways in which we are addressing climate change
is through the innovative design of energy efficient products. We strongly
believe that consumers should be able to purchase energy efficient prod-
ucts that offer savings on energy bills without sacrificing performance,
features, and comfort. In 2017, our efforts were recognized by numerous
institutions worldwide including the U.S. Environmental Protection
Agency(EPA), The International Consumer Electronics Show(CES), and
Underwriters Laboratories(UL).

Samsung Products Awarded for Energy Efficiency

In North America, all of the 824 products we released in
2017 were certified by ENERGY STAR®, an EPA backed
symbol of energy efficiency and a trusted symbol for
energy-efficient products. Among these, 38 products

were further certified as Most Efficient, a top distinction
that recognized products that deliver cutting edge energy
efficiency along with the latest in technological innovation.
Samsung's FlexWash and FlexDry models have been
recognized as ENERGY STAR®. They also received the 2017
CES Innovation Award, the Techlicious Best of CES award,
Reviewed.com’s Editor’s Choice award, The Verge’s Best of
CES award and a TWICE Picks award. These products are
prime examples of how Samsung designs innovative prod-
ucts that contribute to saving energy in our consumers’
daily lives.

Furthermore, 20 models in our newest refrigeration line
earned the coveted ENERGY STAR® Emerging Technology
Award. They were recognized for theirinnovative hydro-
carbon-based refrigerant system which meets the EPA's
demanding performance criteria to reduce energy use
and lower greenhouse gas emissions. The hydrocarbon
refrigerant R-600a is naturally occurring, with no ozone
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depletion potential and very low Global Warming Potential(GWP). R-600a
requires less work to be done by the unit’s compressor, which not only
reduces energy usage by 6.5% but also makes the refrigerator quieter
than previous models.

Certifying Institutions and NGOs recognize Samsung as Energy Efficien-
cy Leader

In 2017, UL Environment also recognized Samsung’s achievements by
granting our products with a joint ECOLOGO/Electronic Product Environ-
mental Assessment Tool(EPEAT) Certification and Registration in a cere-
mony that took place during the U.S. Samsung and UL annual meeting. UL
commended Samsung for achieving the UL ECOLOGO Gold Certification
to the UL110 Standard for Sustainability for Mobile Phones for Galaxy S8/
S8+ phones and theirinclusion in the EPEAT registry. Samsung is the first
company to achieve ECOLOGO Certification to ANSI/UL110 for mobile
phones, and is also among the first companies to appearin the EPEAT
Registry for Mobile Phones, which opened July 31, 2017.

“We are honored to be recognized for our efforts in sustainability as we
continue to make positive strides in helping our environment,” said YH
Eom, Executive Vice President & Deputy Head, Samsung Electronics
North America. “Sustainable innovation is a strong focus of the Samsung

brand, and this achievement supports our commitment to designing
environmentally friendly and technologically advanced products for our
customers.”

The joint ECOLOGO/EPEAT Program is a new way for manufacturers to
participate in the EPEAT registry. Manufacturers whose products achieve
certification to ANSI/ULT10 are eligible to appearin the EPEAT registry
through a streamlined acceptance program. To achieve this joint certi-
fication and registration, Samsung Electronics demonstrated that their
Galaxy 8/8+ phones met sustainability criteria that address all stages of a
product’s cycle from design and manufacture to use and end of life.

Our efforts are also noted by NGOs that believe in the potential of energy
efficiency to achieve greater economic prosperity, energy security,

and environmental protection. “Samsung has been a strong ally to the
American Council foran Energy Efficient Economy in supporting energy
efficiency programs. We appreciate Samsung’s leadership in supporting
ENERGY STAR® - an EPA program which benefits the environment by
strengthening energy security and reducing stress on the grid. ENERGY
STAR® is the trusted source for recognizing energy efficient products and
engaging in consumer education, helping consumers save money.” Steve
Nadel, Executive Director of The American Council for an Energy-Efficient
Economy(ACEEE), a nonprofit, organization.



Strengthening
Corporate Governance



At Samsung, we are committed to ethical
business conduct and integrity. The demand
fora more transparent corporate governance
structure from stakeholders is increasing. We
believe that our corporate governance struc-
ture should reflect the values of transparency,
independence and diversity. In 2018, there
have been significant improvements made in
corporate governance structure. We have made
significant progress in increasing independence
by separating the roles of the CEO and the
Chairman of the Board. Further, we increased
the diversity and expertise of our Board by ap-
pointing three new independent directors with
diverse experiences and background. Samsung
will continuously aim to create a corporate
structure in which a culture of performance
with integrity can flourish.
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INDEPENDENCE

STRENGTHENING INDEPENDENCE OF THE BOARD OF DIRECTORS

Ensuring the independence of the Board of Directors is at the core of transparent corporate
governance, and Samsung is dedicated to endlessly making the required improvements.
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To the independence of our Board, we separated the roles of Chief Execu-
tive Officerand Chairman of the Board. The Board of Directors appointed
Sang-hoon Lee as Chairman of the Board in 2018, furtherincreasing the
independence of the Board of Directors. The new chairman will receive
feedbacks from both the company and the independent directors en-
abling the Board to evaluate management more objectively.

As the position of Lead Independent Director has not been institution-
alized in Korea, the Company is currently reviewing ways to define such
arole. In-Ho Lee, the Company’s longest tenured Independent Director,
currently represents and coordinates other Independent Directors, taking
on responsibilities similar to those of a Lead Independent Director.

In addition, several key changes in the Board were approved in the share-
holder meeting in March 2018. We had formerly selected the successors
of the three chief executive officers in charge of Device Solutions(DS),
Consumer Electronics(CE), and IT and Mobile Communication(IM) respec-
tively, and found various candidates with diverse expertise in relevant
fields to replace outgoing directors. As a result, the positions of the new

CEOs of DS, CE and IM were assumed by new successors. They are able to
check the management's ability to make more objectives and strategic
decisions.

As our business expands and becomes more complex, we are operating
committees within the Board to make decisions more efficiently. In 2017,
the Governance Committee comprised entirely of independent directors
was created to address all matters that affect shareholdervalue and
expand communications with investors. The Committee is also tasked
with carrying out the responsibilities previously handled by the Corporate
Social Responsibility(CSR) Committee since 2013. Furthermore, the Inde-
pendent Director Recommendation Committee has been formed by all
independent directors since 2018 in order to enhance theirindependence.
This reflects our efforts to go beyond regulatory minimum requirements
that only require half of the Independent Director Recommendation Com-
mittee to be independent directors.

Additionally, we hold meetings of independent directors without
management in orderto allow free exchanges of opinions on the overall
management of the company.
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INCREASING DIVERSITY AND EXPERTISE OF OUR BOARD

Samsung Electronics is pursuing diversity
and expertise in our Board of Directors so
that the Board can make strategic decisions
from a comprehensive perspective. To

that end, we strive to recruit independent
directors who can objectively supervise our
company's management from an external
perspective.

For Independent Directors, the Independent
Director Recommendation Committee,
consisting entirely of Independent Directors,
evaluates candidates who have demonstrat-
ed they are capable of supervising manage-
ment objectively. Candidates must satisfy

the requirements of related laws(e.g., the
Commercial Act in Korea) and show strong
leadership skills, an exemplary career history,
and extensive knowledge in relevant fields.

We named three independent directors
based on recommendations by the Indepen-
dent Director Recommendation Committee.
The committee made its recommendations
of candidates without limit to gender, reli-
gion, race, country and region of origin, and
expertise area. Ouraim is to form a Board

of Directors with diverse backgrounds and
experiences.
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Dr. Sun-Uk Kim is a leading authority in law in Korea. She is a former
president of Ewha Womens University and served as the Minister of
Government Legislation. Currently a professor emeritus at Ewha Law
School, herwork has made contributions to protecting the rights of un-
derrepresented groups. We believe her experience in the field of law and
human rights will provide legal advice and offer objective perspectives in
the management and operations of our Board.

Dr. Jeong Kim is a Korean-American IT expert who founded a successful
venture firm Yurie Systems, which listed on the Nasdagq in 1997. He also
served as Chief Strategy Officer of Alcatel-Lucent Technology. He has ex-
perience in the academia as an Electrical Engineering, Computer Science
and Mechanical Engineering professor at the University of Maryland.
Currently, he is the Executive Chairman of Kiswe Mobile, an IT firm that
provides live media solutions to sports and entertainment content own-
ers. Furthermore, his global Board and R&D leadership experience will
strengthen the global perspectives represented in the Board.

Dr. Byung-Gook Park is an expert in the field of semiconductors. He
served as the president of the Institute of Electronics and Information
Engineers of Korea and is currently a professor of the Department. of
Electrical and Computer Engineering at Seoul National University. He is a
member of the National Academy Engineering of Korea, an organization
that acknowledges and honors engineers that have made outstanding
achievements in research and technological development as well as the
development of the nation. He also worked in R&D at the world's leading
companies such as AT&T Bell Labs and Texas Instruments. We believe Dr.
Byung Gook Park’s knowledge and experience will contribute to strength-
ening the expertise of our Board.



SUSTAINABILITY
PILLARS




032_Empowering Society
042 _Product Stewardship

054 _Operational Impact
066 _Labor & Human Rights
082_Health & Safety

This section focuses on five areas of sustainability which Samsung can

have the biggest impact




In the 21st century, humanity has made
great strides in technological advance-
ments and social and political reforms,
improving the lives of millions. However,
the benefits of these innovations have often
been concentrated in certain sections of
society. As inadequate access to technol-
ogy hinders low-income populations from
learning the tech skills that are critical to
success in today’s economy, the technical
gap is everwidening the educational divide
between the more privileged and the less
privileged.
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We believe that the best way we can contribute to society is to lever-
age our capabilities as an ICT company. We seek to use ourinnovative
technology to create jobs, provide training and STEM education
forfuture generations, and increase digital accessibility while also
investing in the competitiveness of ourvalue chain.

Some hallmark achievements thus farinclude investing 386 KRW
billion in communities across the globe, reaching out to over5 mil-
lion” people to support them in better prepare themselves for their
future as well as innovating nearly 2,000 factories? of suppliers and
small and medium enterprises. These are just some of our efforts

to continuously contribute to society using Samsung’s innovative
culture.

Empowering Society

Our Commitment Statement:
Samsung's commitment to having a positive impact on society
through innovative technology

Societal Challenges:

Increasing demand for technical innovation and equal digital ac-
cess forall members of society, such as people with disabilities,
veterans, and those living in lowest-income countries

Footnotes:

1) Based on No. of all corporate citizenship programs around the world in 2017
2) Based on No. of suppliers and SMEs with our partner collaboration programs
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Empowering Communities Across the Globe

At Samsung, we seek to empower communities by
creating jobs and investing in education across the
globe. In 2017, we continued to make meaningful
achievements working with communities where we
have not previously had a strong presence.

In Pyeongtaek, South Korea, we opened the world’s largest
semiconductor plant. We invested $34.4 billion to set up
the facility and infrastructure around the site. The Pyeong-
taek plant is now primarily responsible for producing 4th
Generation 64 VNand. The plant is expected to bring $151.4
billion in production impact and to create 440,000 jobs in
Pyeongtaek.

In Vietnam, we have invested a $17 billion in our high-
tech complexes located in Thai Nguyen and Bac Ninh as of
2017 Ourinvestments include building R&D facilities and
enhancing automation facilities for our plants to further
improve employee health and safety. We also created
various educational programs and invested in facilities

for pregnant women. Our plants in Vietnam have created
100,000 jobs for the community and have been domesti-
cally recognized as the ‘Most Sustainable Workplaces' by
the media.

In Newberry, South Carolina, U.S.A., we invested in a
$380M facility to produce some of Samsung’s most popu-
lar, industry-leading home appliances. The new factory has
hired more than 600 local employees and will generate

about 400 additional jobs by 2020. These new jobs set
Samsung’s U.S.A. employee count to more than 20,000
full-time, contracted and indirect outsourced employees.

Samsung Austin Semiconductor LLC(SAS) in Austin, Texas,
U.S.A, is also a great example of Samsung forming a long-
term partnership with a community to create economic,
environmental, and social prosperity. In 2015 alone, SAS
added $3.6 billion to the regional economy of central
Texas. During that same time, SAS supported 10,755 jobs in
the area and $498 million in annual salaries. Additionally,
in 2017 Samsung announced its decision to invest more
than $1 billion in SAS. This investment will enhance
current System large-scale integration (LSI) production to
meet the growing demands in the industry for advanced
system-on-chip(SoC) products especially for mobile and
otherelectronic devices. SAS also makes environmental
contributions to the region. It has one of the largest private
compost programs in the state of Texas, diverting 273 tons
of compost from landfills. That's enough to fill the bed of

a pickup truck 546 times. Since 2015, SAS has recycled
1,165,735,000 gallons of water, or enough to fill 141,301
residential pools; repurposed 877 tons of Styrofoam from
landfills, orenough to equal 53,000,000 Styrofoam cups.

Furthermore, we also made a series of investments over

the past18 months in the U.S.A,, totaling over $10 billion
including the acquisition of HARMAN and Dacorand R&D
investmentsin loT.
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C-Lab(Creative Lab)

One way we are closing the digital divide is through
our C-Lab in Suwon, South Korea. These in-house
incubation programs bring together employees from
across the company to nurture creative business ideas.
Creative programs started at C-Lab even include ones
that have been able to help solve societal problems.

“'VE BEEN WORKING AS AN ENGINEER AT SAM-
SUNG SINCE 2011, AND THE CHANGES WHEN IT
COMES TO MY DAY-TO-DAY WORKWHILE CHAL-
LENGING MY CREATIVITY AND CAPABILITIES TO
THE FULLEST, HAVE BEEN EXHILARATING. NO
ONE DAY IS ALIKE. IN THE MORNING, | MIGHT
BE DIAGRAMMING A NEW IDEA ON MY OWN. A
FEW HOURS LATER, I MIGHT BE VIGOROUSLY
DEBATING THE FEASIBILITY OF THATIDEAWITH
SENIOR ENGINEERS AND STAFF THAT IS FRESH
OUT OF UNIVERSITY. BY THE END OF THE DAY, |
MIGHT BE TINKERING WITH THE IDEA FURTHER.
| CREDITTHIS FREEDOM OF CREATIVITY TO
C-LAB”

Seung-ryong Jeon, Creative Leader of C-Lab

When you think of startups, the first images that likely come
to mind are makeshift groups of fresh, enthusiastic inno-
vators, entrepreneurs, and engineers dreaming of creative
ideas, and pouring their passion to bring theirideas to life.

At Samsung, a unique startup culture has taken root in
both spirit and implementation thanks to a progressive
new initiative known as C-Lab.

Established at the end of 2012, C-Lab is one of Samsung’s
primary innovation programs. The program helps our
employees nurture creative business ideas and further
encourages employees to unravel society’s problems
through innovation. So far, C-Lab has supported over180

C-Lab PROCESS

projects and has participated in the Consumer Electronics
Show(CES), South by Southwest(SXSW), as well as other
large-scale global tech gatherings.

In 2015, C-Lab introduced its spin-off policy whereby the
most promising projects are launched as fully-fledged
external startups. To date, a total of 34 C-Lab alumni start-
ups including 11in 2017 have been created as a result of
Samsung’s commitment to investing in employee-driven
innovation and supporting the startup ecosystem.

The prospective entrepreneurs were provided with inten-
sive training and preparation on key aspects of running a
business with the help of experts before launching their
startups. They are also engaged in discussions with former
colleagues who have met with success in spinning of busi-
nesses.

“Based on our past experience, which has been invaluable
in this process, we are planning to build up a more pro-
found and actionable program to nurture employees’ ideas
and launch new startups,” said Jaiil Lee, Vice President and
Head of the Creativity & Innovation Center at Samsung
Electronics.

C-Lab alumni startups have performed well in recent
years, securing additional global funding, increasing
company valuation and opening up unexpected business
opportunities. SketchOn Inc. was globally recognized as

a startup with enormous potential after ranked fourth at
Slush - Europe’s largest startup conference - in 2016, the
highest position a Korean startup has everachieved. In
addition, Salted Venture Inc., Innomdle Lab and WELT Inc.
far exceeded theirtargeted funding goals on the global
crowdfunding platfrom, Kickstarter, and plan to introduce
their products to the market very soon. Moving forward, we
hope to increase ourinvestments in C-Lab to solve societal
problems through ourinnovative culture.

01 'DEADISCOVERY | ()2 CONCEPT (03 PROTOTYPING 04 concepT 05 exi
DEVELOPMENT VALIDATION
= \ .
: v B@e  §h a
T \\“‘ U \ % .
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Empowering People through Education

SOLVE FOR TOMORROW(SFT) & TOMORROW
SOLUTION(TS)

‘Solve For Tomorrow’ and its Korean version, ‘Tomorrow
Solution’are two great examples of our practice of
sharing Samsung’s innovative culture with society.
Both programs receive entries of innovative ideas that
offera solution to a problem in society.

Ateam of college students won SFT China 2015 by sub-
mitting a lightweight but strong load-bearing structure
to change the risky way of getting to school for the village
children in mountainous Chongging in Southern China. The
organizing committee for SFT China, later invited the team
towork on a large scale public welfare project themed
‘Build Your Dream Bridge. Walk into the Future Hand in
Hand’ The team, using their engineering expertise, built a
bridge in the mountainous regions of Zunyi which became
a solution to the region’s children who face challenges in
getting to school everyday.

Inthe U.S.A,, in the seven years that we've deployed SFT
nationwide, we have seen tremendous results in every
single state in improving issues facing local communities.
One notable example regarding the issue of equal oppor-
tunity was an entry by a Middle School from Missouri. Rec-
ognizing that their special needs peers lacked adequate
furnishings in their learning spaces, students developed
custom, cost-effective therapeutic assistive devices to
improve the lives of their fellow students. These students
sought to provide their peers with ways to improve their
learning experience by developing adaptive classroom fur-

niture that can increase their comfort and concentration.
The students undertook a process of empathic design that
ultimately made a positive impact on their peers.

SFT Latin America was launched in 2014 and is operating
in Argentina, Brazil, Chile, Dominican Republic, Mexico,
and Peru. The program has established partnership with
UNESCO, REDUCA(Latin America Network of NGOs of Ed-
ucation), and OEl(Ibero-American States Organization) and
several other governmental entities, academia, and NGOs.
The program has received more than 11,000 project entries
from more than128,000 students in 7500 schools. A nota-
ble highlight hails from Argentina where students from a
local community school developed a low cost emergency
alert system to effectively monitor floods for communities
that sufferfrom flood disasters every year. In 2016, their
municipality further developed this solution as the official
alarm system now managed by the Civil Defense and Fire
Fighters.

In 2017, the grand prize of TS in Kazakhstan was foran idea
to help nomadic people improve their qualify of life and
economic prospects by better managing livestock. The
team proposed to set up a livestock management system
through low power consumption, long distance telecom-
munication devices. The application tracks and transmits
information to locate and safely manage livestock. The
data that has been collected will be used for further
improvements for the nomadic tribes. Samsung’s C-Lab
is planning on further expanding on the idea to create a
wearable device foranimals.
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OUR COMMITMENT TO SKILLS TRAINING IN
EUROPE

The focus of our programs in Europe is primarily on
education and employment. Some of the biggest chal-
lenges Europe faces today are high youth unemploy-
ment, which is nearly 20% in the EU, and a significant
digital skills gap.

In 2013, we made a pledge to the European Commission’s
Grand Coalition for Digital Jobs, committing to directly
engage 400,000 young people - people between the ages
of 18 and 25 - by the end of 2019 through our Citizenship
programs. This pledge is highly valuable for the region as

demand for ICT specialists is growing swiftly in Europe. It
is projected that most jobs in the near future will require
digital skills, but 44% of Europeans between the ages of 16
and 74 do not have even basic digital skills.

Samsung’s contribution is region specific and reflects the
local situation in each country. Programs include mentor-
ships, apps designed to help identify student’s vocations,
a 2-yeartraining course including one-on-one mentoring
and specialized training in programming. At Samsung,
we are proud to be a part of such a vast scale of initiatives
which prepare thousands of young people for the next
stage of their lives.

Ourachievements through some programs in Europe include the following:

Samsung Campus’in France

Samsung Campus is a two-year, free training course
designed for18 to 25 year-olds who did not complete
school, but have a real passion for technology. Opened
in September 2014, Samsung Campus has already
produced two graduating classes and more than a hun-
dred and fifty students, teaching the next generation
of programing experts. Samsung Campus’s intensive
training is implemented by our partners ZUPdeCO, an
NGO promoting equal opportunities for disadvantaged
young people, and EPITECH, the leading IT school in
France, with students also benefiting from one-on-one

Me&My City'in Finland

The international award-winning Me&My City, an
innovation in education, is based on students in Finland
spending a full day in an interactive learning environ-
ment that simulates how society and the economy
works. To power the city’s infrastructure, Samsung

and Me&MyCity have developed a tablet-based digital
gaming system, which has become an integral part of
the learning. So far,

¢ 160,000 pupils have attended the Me&MyCity study
module

e Thefinancial knowledge of sixth grade students(12-13

mentoring with our employees. Out of the first groups
of Samsung Campus students who have now graduated,
more than 80% have found a web developer position
while 15 % have decided to pursue further training to
improve their skills. Samsung Campus received in 2016
the ‘Grande Ecole du-Numérique’ label from the French
government, in recognition of the program’s pertinence
to fight youth unemployment. Every year, we receive
more than a thousand applications from those who
want to join us and realize their true potential.

year-olds) improved by 17%

¢ 70% of all sixth-graders in the country, as well as 2,000
upperelementary schools students, have been reached
by this initiative

e 45,000 students and 2,600 teachers from regions

¢ Municipalities participate in the program every yearand
are hosted by1,300 instructors

Our collaboration with Me&MyCity is not only a respon-
sibility, but a privilege, since we are able to meet and
work with bright young minds and future employees.
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Tech Institute ‘Listen Up’in Bulgaria

In 2016, by teaming up with Listen Up Foundation,
Samsung Tech Institute in Bulgaria saw an opportunity
to address a major social issue in the country. In Bul-
garia, more than 120,000 people are hard of hearing.
Over 8,000 of them are children oryouths. While youth
unemployment is a major issue faced by all Bulgarians,
those with this disability are even more cut off from em-
ployment opportunities. With only three special schools
for children who are hard of hearing, and less than 80
sign language translators in the country, Bulgarians who
are hard of hearing are faced with challenges including
professional development and income inequality.

With Listen Up Foundation, Samsung Tech Institute

in Bulgaria developed the first Bulgarian speech-to-
text transformation platform, built to fulfill the specific
needs of people who are hard of hearing. By using this
application, deaf people can lessen their reliance on
sign-language translators. They are able to improve
theirdaily lives as well as gain betteraccess to educa-

Samsung Digi Pass’in Estonia

Unemployment throughout the Baltic States always hits
youth the hardest. To tackle this, we created a digital
skills program for teachers, Samsung School for the Fu-
ture, so they can teach their students in a more digitally
and technologically advanced way. After a successful
three years, we decided to challenge ourselves and
bring a new digital education program to Estonia with a
focus on vocational school students. In Estonia we creat-
ed DigiPass, the first digital skills passport. Designed

tion. Greater access to education will in turn, give the
people hard of hearing better access to employment
opportunities.

Even before its official launch in November of 2017, it
was downloaded over 2000 times. Within a year of its
launch, the app has inspired the Ministry of Education
and Sofia Municipality to use the service in many of
their entities. The app has won three significant Awards
including:

e Forbes E-volution Awards - First place in 'Responsibility
Campaign'

¢ BAPRA Bright Awards — Second place in 'Debut of the
year' category

PR Priz — Second place in 'CSR Project' category — Busi-
ness sector

Further, in 2018, the service is expected to expand to
cover more schools, universities and organizations.

to give young people a competitive edge in the market,
DigiPass is divided into four models and covers a range
of skills from paper prototyping to digital tools in the
workplace.

Thanks to the DigiPass program, students are able to
learn valuable new digital and social skills to build their
confidence, realize theirfull potential, and give them
the best chance in a tough, competitive job market.
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Investing in the Competitiveness of Our Suppliers and Beyond

We have a firm belief that a win-win cooperation activity is
not an option but an investment, not a cost. In recent years,

PARTNER COLLABORATION PROGRAMS FOR
OURSUPPLIERS

it has moved beyond the competition between companies

to a world where the entire supply chain of companies is
competing. Therefore, Samsung Electronics depends on
strengthening the component competitiveness of suppli-
ers and the corporate ecosystem in the society.

SECURING AND TRAINING

We have been operating a variety of systematic and win-
win cooperation programs to support our suppliers and
small and midsize businesses. Through these win-win
activities, we will continue to strengthen the supply chain
of Samsung Electronics and develop a healthier corporate
ecosystem.

* Recruitment support for hiring outstanding employees from business partners

OUTSTANDING EMPLOYEES (employment fair, etc.)
7 * Develop customized training courses and provide free support for suppliers
» Operate future management programs to foster next-generation managers
* Operation of education facilities for Suwon Business Partners in Gyeonggi Province
FUNDING SUPPORT » Create win-win funds: 1 trillion KRW for funding such as facility investment and

technology development(loans of up to 9 billion won per company)

» Build a Software Fund: 500 billion won to improve payment conditions between
the first and second suppliers(Support non-interest loans from cash payment
partners within 30 days)

ACQUIRING TECHNOLOGY

@)

» New Technology Development Fund to support technology development for small-
medium enterprises

* Open patents held by Samsung Electronics and allow small-medium enterprises
to freely utilize them.

* Introduction to superior technology in Korea's universities and research institutes

COMPETITIVE ADVANTAGE » Support for the construction of Smart Factory for suppliers and small - and
ACQUISITION SUPPORT medium-sized enterprises
* Support industry innovation movement for manufacturing innovation of secondary
and tertiary suppliers
e Support forimprovement of environmental safety vulnerable areas of business
partners
* Operation of a professional consulting team to support cost, quality, and
manufacturing innovation activities
SALES CHANNELACQUISITION * Leverage global network to support export and marketing of best products from
SUPPORT partner companies

» Open Smart Biz Expo and offer opportunities for domestic and foreign buyers
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SUPPLIER COMPETITIVENESS SUPPORT FOR
FIRST-TIER SUPPLIERS

At Samsung, we have been supporting production in-
novation for our suppliers globally. In 2017 we assisted
ourfirst-tier suppliers with innovative programs such
as on-site consulting services for management, and
we helped improve working conditions, quality and
production.

First, we supported our suppliers by providing consulting
services for their management. We allocated 10 innovation
experts to 18 suppliers who were facing challenges in sta-
bilizing profit margins. Our experts helped these suppliers
reduce KRW 75 billion worth of expenses. Consequently,
four companies were able to switch to a profit making
business model.

Among these suppliers, we noticed that DK Co. Ltd., a
refrigerator door and washer drum parts manufacturer,
was faced with management challenges. Although their
sales were increasing, rising production costs caused
their operating profits to decrease. In consultation with
our experts, DK Co. Ltd was able to reduce KRW 2 billion
in expenses and managed to turn their business around.

Second, we endeavor to improve the working conditions
of oursuppliers. We formed a consortium with 69 first-tier
suppliers and 172 second and third-tier suppliers to man-
age the use of hazardous chemicals in their operations.
We allocated 20 safety experts who consulted suppliers to
improve the conditions, which resulted in an increase of
50% on average in our supplier evaluation points from 60
points to 90 points.

Forexample, Jahwa Electronics Co. Ltd., an actuator
supplierfor our mobile phones, worked with our safety
experts to improve working conditions for their down-
stream suppliers. As a result, we saw an 81% increase
in points through ourevaluation. We are proud to note
that Jahwa Electronics received the Korean Minister of
Industry, Trade and Energy’s Award on safety manage-
mentin 2017

Moreover, we provided consulting services to 28 domestic
suppliers with labor shortage issues and provided business
insights on manufacturing, quality management, devel-
opment, and marketing. Suppliers have been providing
positive feedback for our support.

Forthree of our mobile phone SubPBA suppliers, we

have been improving development processes and quality
management systems as an effort to improve mainstream
product quality. As a result, defect rates in mass produc-
tion decreased by 71%, a notable achievement for both
Samsung Electronics and our suppliers.

Finally, we have worked to increase our suppliers' man-
ufacturing capabilities by providing them with financial
support, which suppliers use to obtain expertise on
manufacturing and quality management. We helped with
consulting fees for 22 of our suppliers, including 10 Korean
companies looking to expand overseas in addition to 12
companies in Vietnam.

Among these suppliers, Moodeungh Electronics Co. Ltd,
which supplies injection mold parts for refrigerators
and washers, was seeking expansion to Poland. Howev-
er, they faced challenges with production management
and asked for our help. We dispatched manufacturing
and quality management experts to advise on innova-
tive actions. In result, they raised production efficiency
rates up to 95%, decreases in defect rates up to 56%

by improving their quality management system, and
shortened freight movement distances up to 50% by
relocating theirfacilities in the plant.
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SUPPLIER COMPETITIVENESS SUPPORT FOR
SECOND-TIER SUPPLIERS AND BEYOND

In an effort to support innovating productivity of non-tier
1suppliers as well as other companies that do not have
business transaction with Samsung, we have joined the
Industry Innovation Campaign that initiated by the Kore-
an Ministry of Trade, Industry and Energy since 2013.

Promecca Co. Ltd., forexample, is one of our second-tier
suppliers that we have assisted through our‘Industry
Innovation Campaign.’ After launching a new plant

in Asan, South Korea, in February 2015, Promecca’s
management was deeply concerned because the plant’s
productivity and production quality was not up to their
expectations. At the time, LOT Vacuum Co. Ltd., one of
ourfirst-tier supplier, recommended that Promecca
apply forour‘Industry Innovation Campaign.

For 3 years, we dispatched consultants to work on
increasing productivity and making quality improve-
ments. Our efforts led to several notable achieve-
ments at Promecca — we standardized theirworking
environment, achieved ‘Clean Workplace Project’ certifi-
cation from Korea Occupational Safety & Health Agency
(KOSHA), increased productivity by 30%, decreased
customer defect rate from 3% to 1%, and internalized
key manufacturing components, which reduced the pro-
duction cost by 50%.

As a result, their revenues increased 2.1 times from
KRW 3.3 billion to KRW 7.2 billion. They were also
able to make technological advancements to increase
their competitive edge within the components detail
processing industry, and received offers from overseas
investors which led to business expansion.

SHARING OUR SMART FACTORY TECHNOLOGY
WITH SMALL AND MEDIUM-SIZED ENTERPRISES
(SME)

In 2017, we partnered with South Korea’s Ministry of
SMEs & Startups and Gyeongbuk Province to invest
KRW 241 billion in sharing Samsung’s Smart Factory
technology with SMEs. Among these companies, 86%
were companies that have not been involved in any
business transactions with Samsung Electronics.

PJ Electronics Co. Ltd. is a sonogram and printed circuit
board manufacturerin South Korea. We do not have any
business relationships with PJ. At PJ, we helped estab-
lish a real-time monitoring system called ‘MES’ at their
production facilities. The automated system not only
provides real-time monitoring services, but also accu-
mulates data that helps eliminate low quality products.
The facility improvements resulted in a 31% increase

in the accuracy rate of production planning and at the
same time decreased production defect rate by 32%.

At Hwajin Industrial Co. Ltd., an industrial land farm-
ing functional film manufacturerand a second-tier
supplier, we established a Manufacturing Execution
System(MES), which enables a multi-varian complex
production process through data analysis in every

step of production, including in raw material injection,
applications, film hardening, wrapping and packaging.
Production capacity per day increased 100% and short-
ened the product manufacturing time by an average

of two days per batch. In consequence, the adoption of
ourSmart Factory program led to a 200% increase in
revenue(from KRW 2 billion to KRW 6 billion) and 6 new
hires at Hwajin Electronics Co. Ltd.

Furthermore, in orderto provide assistance for compa-
nies to autonomously manage and maintain our Smart
Factory system, we are operating ‘Smart Factory Acad-
emy’ in Gyeongsang Province. So far, we have held
training programs for1,512 CEOs and employees of SMEs,
including Smart Factory related courses such as CEO-level
management courses, Smart Factory Master courses,
and MES.



At Samsung Electronics, we challenge our-
selves to answera simple question: how
can we continuously improve our products
to reduce the burden on the planet? We
believe that Samsung can use its techno-
logical expertise and innovative ideas to
help the world meet resource needs in a
way that drives innovation and growth in an
environmentally sustainable way:.
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As a leader of the technology sector, we constantly strive to lead
systematic change in product efficiency throughout the product life
cycle. We innovate to design energy efficient products and endeavor
to eliminate exposure to hazardous materials. We also strive to
improve the recycling system to set an example for others to follow.

In 2017, we continued our endeavor to move towards a circular econ-
omy in which we create a virtuous cycle by recycling and reusing our
resources. We also showcased a new initiative called 'Galaxy Upcy-
cling' to create the future possibility of our customers reusing old
Galaxy phones in innovative ways. We believe this is a good example
of how Upcycling is helping to maximize the value and functionality
of devices.

Product Stewardship

Our Commitment Statement:
Samsung’s commitment to environmental responsibility
throughout the product life-cycle

Societal Challenges:

The increase of consumer demand for environmentally responsi-
ble products and the rapid depletion of critical natural resources
are key drivers assessing the sustainability of products from
inception to expiration including raw materials sourcing, design,
processes, and outputs
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Galaxy Upcycling

We continuously strive to come up with innovative
ideas to extend our products’ lifespan while creating
more value for our consumers. One such example is
the pioneering ‘Galaxy Upcycling’ program.

Numbers of electronic devices are discarded especially in
areas where recycling infrastructure is not readily avail-
able. Galaxy Upcycling is a new platform that engages con-
sumers, asking them to think about how they can breathe
new life and extended value into devices that might
otherwise be discarded. The program, created by C-Lab,
Samsung Electronics’ innovation hub, allows customers

to transform Galaxy phones they no longer use into smart
devices such as CCTVs, gaming consoles, Desktop PCs, and
loT devices. The program enables consumers to customize
forthe functionality they want while providing them with
necessary software changes and suggested hardware
changes that enable new functionality according to their
needs.

While there are facilities and programs that help the
sustainable management of electronics such as mobile
phones, in some countries, a proportion of these devices
are not disposed of correctly, increasing CO, emissions.
More can be done to reduce associated environmental
impacts and help recovervaluable resources and materials

including metals, plastics, and glass from these devices.
We estimate that if we can help users repurpose all of
their Samsung phones within five years, we can reduce an
estimated 1.4 million tons of CO..

The goal of Galaxy Upcycling is that Galaxy phone in the
world will be upcycled without being discarded premature-
ly, which will lead to billions of devices having an extended
useful life and reduce the call on scarce natural resources.

We aim to mainstream this idea and bring about the as-
sociated environmental and socio-economic benefits. We
believe Galaxy Upcycling can be expanded and made more
impactful as a resource sharing platform for consumers to
easily access. As Galaxy Upcycling is open source, it also
enables innovation and societal benefits. It is Samsung’s
hope that society will continue to use our platform to think
creatively and act to improve the environment.

[tis no surprise that Galaxy Upcycling has quickly gained
worldwide recognition. During CES Las Vegas 2018, US
Environmental Protection Agency awarded Samsung with
the 2017 Cutting Edge Champion Award for its innovative
Galaxy Upcycling program. We hope to expand the pro-
gram to reach consumers next year.



PRODUCTSTEWARDSHIP

—

044 _ Galaxy Upcycling

005 _ Recycling and Premium
Care

046 _ Green Management

047 _ Eco-Conscious Products

050 _ Advancing Into Circular
Economy

052 _ Green Products and
Recognition

‘This represents our leading
resource efficiency initiative
undertaken underthe
slogan ‘Samsung recycling
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Recycling and Premium Care

At Samsung, we understand the environmental and
social benefit of responsible recycling as well as that
of a great customer care network to provide accessible,
technically proficient, safe and secure repairs.

In addition to programs like Galaxy Upcycling, we continue
to manage electronics recycling programs around the
world. We are a strong supporter of the Individual Producer
Responsibility Principle and operate ‘Samsung Re+(replus),
our global e-waste take-back and recycling program.

Since 2009, we have reinforced recycling during our waste
collection stage. Between 2009 and 2017, we collected 3.12
million tons of e-waste on an accumulated basis, and are
planning to increase this number to 3.8 million by 2020.

In 2016, our electronics recycling program collected and
responsibly recycled 53.6 million kgs of e-waste in the
U.S.A., making us as one of the world's biggest collectors
of e-waste. US Environmental Protection Agency honored
Samsung’s U.S.A. e-waste collection efforts with the Gold
Tier Award for the fourth consecutive year. In 2017, we went
on to collect 56.4 million kgs of e-waste in the U.S.A. To
maintain our achievements, we only partnerwith recyclers
who use e-Stewards, the most responsible recyling certi-
fication, to prevent incineration, landfill burial and export
of waste to developing countries. In addition, in April 2010,
Samsung Electronics joined BAN(Basel Action Network),
a non-profit toxic watchdog organization of the United
States, as an E-Steward Enterprise for the first time in the
Korean industry.

Further, our consumer awareness raising efforts on how

to safely manage electronic waste are also a key part of
ourresponsible recycling program. In 2017 we partnered
with Electronics Recyclers International(ERI) to host an
e-waste recycling event at the Consumer Electronics Show to

showcase a convenient way to responsibly recycle unwanted
consumerelectronics.

To allow consumers to maximize usage of our products, in
the U.S.A., we provide our mobile phone consumers with our
Premium Care program. Through the programs, consumers
have access to a team of experts to help them with all
aspects of their phone from setup, troubleshooting, repairs
and replacements. We are also expanding the program, in
partnership with our uBreakiFix program, by increasing our
Customer Care Touchpoints, our extensive networks of trust-
ed and professional authorized repair providers to ensure
high quality and technically proficient repairs and offer our
consumers a safe experience. Through uBreakiFix, Samsung
customers are now able to bring in their Galaxy mobile
devices to more than 300 Samsung Care authorized uBreaki-
Fix service locations in the U.S.A. for same-day support, and
within two hours or less for most repairs.

The Samsung Care authorized uBreakiFix service locations
arein all major U.S.A. metro areas and reach the majority
of the continental U.S.A. population. By early 2019, Sam-
sung and uBreakiFix plan to add nearly 200 more Samsung
Care authorized uBreakiFix service locations to expand
customer reach.

“At Samsung, our goal is to provide Samsung Galaxy own-
ers with a customerfirst care experience that is as innova-
tive as our products” said Michael Lawder, Senior Vice Pres-
ident of Customer Care at Samsung Electronics America.
“This announcement marks a fundamental shiftin our care
offerings to consumers and underscores our commitment
to providing Samsung customers with support anywhere,
anytime our customers need it”
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Green Management

To fulfill our environmental responsibility, we at Samsung to create environmental value through numerous initia-
officially announced the Environmental Declaration in tives. We strive to minimize the negative impact on the

1992. In addition, we set Green Management Value System ~ environment by producing products with less resources
in 2008 and additional goals in the form of our global and reducing greenhouse gas emissions during use

Eco-Management 2020 plan in 2014 and are endeavoring

GREEN MANAGEMENTVALUE SYSTEM

PHILOSOPHY VISION

* We contribute to the prosperity of human life and the * Providing Green Experience, Creating Sustainable Future
conservation of the environment by conducting business ) ) )
activities that respect humanity and nature * Provide customers with a new green experience and lead

a sustainable future in a global society through innovative
green products and technologies

* Embodies Samsung’s commitment to corporate social responsibility and preservation of Earth

* The circular logo shape represents planet earth, while the colors blue and green symbolizes fertile soil
and permanence of water respectively

PRODUCT STEWARDSHIP KPIs

e Accumulated GHG emissions

reduction in the product use phase O plastic between 2009 and 2030
between 2009 and 2020

Reach 25 0 million tons Reach 5 O Othousand tons

* Use renewable materials including recycled

* Achieve 9 0 0/0 Eco-conscious Products /% @@@

» Accumulate collected e-waste between
2009 and 2030

Reach 7. 5 million tons

Footnotes:

out of all developed products by 2020
e Reach 1 0 0 0/0 sustainable

sourced paper packaging by 2020"

1) Certified sustainable sourced paperand recycled paper(packaging, manuals etc)
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Eco-Conscious Products

We operate an eco-conscious product management pro-
cess to reduce our environmental impacts by increasing
ourresource efficiency. We are operating various programs
to manage our eco-conscious product lifecycle. We have
set up a comprehensive development process to create

hazardous substance management system identifies haz-
ardous materials in our components during our purchasing
stage. Our programs also include waste recycling in the
production phase, firmware upgrade services to extend
product life, and recycling programs across the globe.

products with high resource efficiency. In addition, our

ECO-CONCIOUS PRODUCT MANAGEMENT PROCESS

MANUFACTURING DEVELOPMENT/ USE/REPAIR/ TAKE-BACK/
PRODUCTION / REUSE RECYCLING
DISTRIBUTION

=15
ﬁe

Professional Recycled
Service Provider ~ components/

T T mateJrials

Resources Consumer

Supplier

Samsung Electronics

ACTIONS TAKEN ATSAMSUNG

DEVELOPMENT » Conceive products that consume less energy and resources

* Design the product with repair, disassembly and recycling in mind

» Source eco-friendly raw materials that are easy to recycle and have low toxicity
* Transact only with suppliers certified as ‘Eco Partners’

» Expand the use of recycled materials

* Design for longer use by improving durability

MANUFACTURING * Monitorand reduce energy consumption in the workplace
* Minimize water consumption and maximize water reuse
* Recycle worksite waste as resources

« Find alternatives for chemicals in the workplace

DISTRIBUTION  Minimize environmental impact by using eco-friendly packaging materials
 Minimize resource use by reducing use of packaging materials

* Reduce the amount of fuel used for transport and the amount of GHG by volume of logistics

USE * Use energy efficient products to reduce indirect GHG emissions
* Upgrade product performance firmware and extend product warranty

REPAIR & REUSE o Sell refurbished products
* Expand service center worldwide

* Increase product life by providing remote diagnosis and expert diagnosis services

TAKE-BACK &RECYCLING | e Operate national waste recovery program
« Separate and reuse waste by waste material type

e Pursue closed loop recycling system for waste
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ECO-DESIGN

We design our products through a process called
‘eco-designing’ which measures the eco-friendliness of
our products right from the development phase. This
comprehensive designing process aligns not only with our

ECO-DESIGN PROCESS

quality certification programs, but also with our hazardous
substance management system. We are applying an
internal eco-product assessment program that applies the
same level of scrutiny and criteria as global eco-labeling
standards.

ECO-DESIGN

01. Goal setting

02. Evaluation and improvement

> 03. Final verification

EVALUATION CRITERIA

Energy efficiency Resource efficiency

Environmental /'?\
Hazardousness \'-' |

PRODUCTENERGY EFFICIENCY

We constantly strive to design products that meet the
highest energy efficiency standards. We hold a bi-an-
nual Eco Council, where environmental experts and
management meet to share ideas on environmental
regulatory and technological trends and develop high
energy-efficient products by investing in energy effi-
cient technology R&D.

Footnotes:
1) Seven major products released in 2017

GHG EMISSIONS REDUCTION IN THE PRODUCT USE PHASE"

%, Accumulated Reduction?

+>» 03. Development

i 04. Mass production

As a result, in 2017 we successfully adopted Energy-saving
technology including highly-efficient insulation for refrig-
erators and inverter compressors for air conditioners. This
resulted in a 36% reduction in annual energy consumption
compared to 2008"

To trace our product’s environmental impact, we quantified

indirect GHG emissions caused by our product usage and
power consumption.

Unit: MtonCO:

- Reduction forthe Concerned Year

205 [N 328
2016 [ -
2017 [ 235

Footnotes:

Ly
oy
20 i, 2

1) Scope of data collection: Selected models in seven major product categories including refrigerators, air conditioners, washer, televisions, monitors, laptops,

and mobile devices
2) Since 2009
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CONDUCTINGLCA

We perform Life Cycle Assessment Assessments(LCA) to
identify the potential environmental impact of our prod-
ucts throughout their life cycle. In 2017 we analyzed our
mobile phones and tablets for their environmental impact
in each phase of the product life cycle and have been

using the outcomes in minimizing their negative impact on
environment. The following are the global warming impact
based on 12 categories from the LCA results of the Note

8 in the pre-manufacturing, manufacturing, distribution,
use and disposal phases, and we are determined to use
these data to consistently enhance the environmental and
sustainable aspects of our products.

RESULT OF GLOBALWARMING IMPACT ON GALAXY NOTES

Pre-manufacturing Manufacturing

41.0 | 12.44

HAZARDOUS SUBSTANCE CONTROL
MANAGEMENT

In orderto control hazardous substances in our
products, we are strictly enforcing our'Standards for
Control of Substances used in products'. our standards
are in line with those of international environmental
regulations such as the European Union(EU) Restric-
tion of Hazardous Substances Directive(RoHS) and
the EU Regjistration, Evaluation, Authorisation and
Restriction of Chemicals(REACH). We are working to
ensure that every component and raw material used
in our products is subject to thorough inspection and
management.

SUBSTANCES MANAGEMENT TIMELINE

Distribution

26.7v,

Use Disposal
18.7% 1.2%

To this end, we created our ‘Eco-Partner Certification using
Environmental Chemicals Integrated Management System
(e-CIMS). We continuously assess and verify the environ-
mental impact of our suppliers’ components, raw materials
including hazardous chemicals as well as their production
processes.

Furthermore, since 2005, we operate our environmental
analysis lab to analyze harmful substances and volatile
organic compounds in 2005, which was certified as an
authorized testing lab by the Federal Institute for Materials
Research and Testing(BAM) of Germany. The sum of these
endeavors improved our credibility in analyzing chemical
substances and established our own controlled substance
monitoring system.

2005 « Developed a Technical-Tree to improve on the use of BFRs" (supply chain improvement)
 Banned the use of BFRs for packaging materials
2006 * Set plans to reduce the use of BFRs and PVC”
2008 « Released mobile phones completely free of BFRs and PVC? (some models)
« Banned the use of PFOS” and antimonides
2010 * Released new mobile phone/camera/MP3 models completely from of BFRs/PVC
 Banned the use of cobalt chloride
2011 * Released mobile phones completely free of beryllium compounds
2012  Banned the use of chlorinated flame retardants in mobile phones and MP3s
* Released notebooks, TVs, monitors, and home theater products(some components) completely
free of PVC
2013 * Released notebooks, TVs, monitors, and home theater products completely free of phthalates or
antimonys
2015 « Banned the use of HBCD® and nonylphenol
2016 « Banned the use of fourtypes of phthalates(DEHP®, BBP?, DBP”, DIBP®) for new components
2018 » Set framework to ban 17 types of phthalates in all product components by July 2019

Footnotes:

1) BFRs: Brominated Flame Retardants, 2) PVC: Polyvinyl Chloride, 3) PFOS: Perfluoroctanesulfonate, 4) HBCD: Hexabromocyclododecane
5) DEHP: Bis(2-ethylhexyl) phthalate, 6) BBP: Butyl benzyl phthalate, 7) DBP: Dibutyl phthalate, 8) DIBP: Diisobutyl phthalate
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Advancing Into Circular Economy

We endeavor to move towards a circular economy in which
we create a virtuous cycle of longevity, repair, reuse and

recycling. Through our efforts, we hope to reduce our envi-
ronmental footprint while reducing costs. In order to follow

circulareconomy principles, we have established the
following five strategic principles and conducted various
closed loop programs:

SAMSUNG ELECTRONICS CIRCULAR ECONOMY PRINCIPLES

Expanding use and purchase of recycled materials at product design stage
while minimizing use of raw materials

Working towards maximizing product lifespan by designing products based
on end customer needs and rigorous quality testing

Reducing the use of virgin natural resources and raw materials by maximizing
re-use of scrap materials from manufacturing stage

Minimizing use of raw materials and maximizing transportation efficiency by
creating compact product designs and packaging

SAMSUNG ELECTRONICS’ CLOSED LOOP
PROGRAMS

Beyond those introduced above, we are promoting closed
loop programs that enable us to recycle and reuse resourc-
es and to break out of a linear economy.

1. Expanding Recycled Plastics Use

As part of our closed-loop program, we are using recycled
plastics on a broad array of products including refrigera-
tors, washers, air conditioners, TVs, monitors, and mobile
phone chargers. We are also contributing to the reduction
in the use of virgin natural resources and related negative
environmental impact by using Post Consumer Material
(PCM), which is renewed material from disposed water bot-
tles and consumer plastics. In 2017 we used 35.3 thousand
tons of PCM, which represents 6.1% of our total plastic
consumption.

2. Recycling Key Metal Resources
We are analyzing the materials composition of our main
products and also pursuing efforts of circular resources

Extending the product life span and increasing customer satisfaction through
a professional repair service network

use by analyzing the risks of various aspects such as the
stable supply of the material, environmental impacts, and
economic and social impacts.

Lithium-ion batteries, which are widely used to power
smartphones, are made with cobalt. We consider cobalt
as a key resource in our business and recognize that it has
a significant environmental, social and economic impact
on oursupply chain. In order to recycle cobalt, we collect
batteries from smartphones and consumer electronics and
reuse them in our products. Moreover, we collect scrap
materials from not only service and repair centers but also
from our manufacturing sites across the globe.

Aluminum also plays a majorrole in production due to its
lightness and durability. In 2017, we successfully builta TV
frame from recollected aluminum from disposed mobile
phones. We look forward to expanding our closed loop
aluminum efforts in 2018.

Copperis also an important material as it is used exten-
sively in most electrical wiring and electronics. We collect
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copperfrom used refrigerators, washers, air conditioner

cables, and compressors through ourrecycling centerin

South Korea. We then refurbish and use them in our con-
sumer electronic products.

A good example of our efforts to integrate recycling into
our global operations is our new recycling initiative for
used batteries in Vietnam. The initiative, which will be
carried out by Samsung Electronics Vietnam from August
2018, will involve the collecting of key metals including
cobalt and nickel from used batteries, fully in compliance
with regulatory frameworks. First, we will transport the
used-batteries to South Korea while safely preventing
the possibility of a short circuit. The batteries will then go
through a 4-step process, including perforation, brining,
drying, and disassembling. Key metals extracted during
this process will be sold for reuse. We hope that this ini-
tiative will demonstrate our commitment to reducing our
negative footprint on the environment, and our ability to
offervaluable resources at a reasonably low cost.

3.Recycling Centers

In South Korea, we collect used home appliances from con-
sumers. We are operating a ‘Recycling Center’ for copper,
aluminum, and plastic from the collected appliances. In
2017 our‘Recycling Center’ processed 356,869 used prod-
ucts including refrigerators, washers, and air conditioners.
From these products, the center collected 25,365 tons of
materials in total, including iron(11,443 tons), aluminum
(1,011 tons), copper(4,044 tons) and plastic(7056 tons).

The plastics were then sent to recycled plastics manu-
facturers who have the skills and technology to renew
the materials to be used in new products. Through this
process, we created a closed-loop plastics cycle which
enhanced our efforts to recycle and reuse 1,500 tons of

recycled plasticin 2017.

4. Minimizing Resource Use and Extending Product Life Span
As we expand our sales network globally, we also strive

to expand our repair network and customer service that
makes repair of products more accessible. Professionally
trained employees providing accurate diagnosis and
appropriate measures to meet customer demands at our
repair sites contribute extending product lifetime.

In the Netherlands, for example, for mobile phones, we are
operating a service called ‘Home-Delivery Service’. The
service picks up the product that needs repair from the
customer’s house, repairs the product within 3 days, and
delivers it before midnight on the third day. In the US.A,,
we are planning to expand our network of authorized Sam-
sung Care repair centers to 500 locations by 2019.

Moreover, by investing in Artificial Intelligence, we

are planning to increase remote care services such as
‘Homecare Manager’ for household appliances. ‘Homecare
Manager’ will send product operation information to a
dedicated server, analyze it through our Al algorithm, and
ultimately provide information on the cause of a product
malfunction as well as the best solution.

In an effort to increase increase product durability, we are
performing product tests starting from the development
phase which tests product durability, drop-resistance, and
life span. We test our products in real customer usage con-
ditions and rigorously apply lessons learned to fix potential
issues. We are testing our products beyond international
testing standards to continuously make product improve-
ments. In addition, we are expanding the range of our tests
in order to make the product last longer.
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Green Products and Recognition

2017 ECO-CONSCIOUS PRODUCT HIGHLIGHTS

Smartphone(Galaxy Note 8)

« High-efficiency charger(20% recycled
plastics, Charging efficiency 86%, standby
power 0.02W)

e Ultra power-saving mode

e Application of bio-materials(Earphone jack:

bio-nylon, Packaging: by-products of sugar
cane and bamboo)

LED TV(UE65MU9000)

¢ EU Energy Label ‘A+' grade

e Energy Saving Mode

e Screwless Design(higher productivity and
recyclability)

e Accessories Bag made of 20% Sugar Cane

Wall Mounted Air Conditioner
(ARO7M5170HA)

¢ World’s first wind-free wall mounted air
conditioner

¢ Wind-free 2-step Cooling(Wind-free
function reduces energy consumption rate
up to maximum 72%)

¢ Power Saving Digital Inverter equipped

¢ Energy Consumption Monitoring function

o Air purification Filtering system for PM2.5

Air Purifier(Blue Sky 6000)

e Clean-aircirculation/natural humidifying
function

e Electrolysis decomposed Pure Water
(bacterium eliminated)

e 8-step filtration system(eliminates
harmful substances/virus/allergens)

o Filter Saverfunction(doubles life span of
filters)

Refrigerator(DRF427500AP)

* ENERGY STAR® certified
e Triple Metal Cooling+ System
* Flex Temperature alteration function(Cold
storage Freezer)
e The hydrocarbon based refrigerant
- First to apply eco-concious refrigerant to
built-in refrigeratorin the U.S.A.

Washer(Quick Drive)

e EU Energy Label ‘A+++ grade(highest grade)

¢ Reduced wash cycle duration by 50% by
applying automatic rotary valve parts on
Drum washers

¢ Automatic Optimal Wash function-
customizes detergent/softener use based on
polluted levels of garments

Dryer(DV9OM53A0Q*)

* High Efficiency Heat-pump Inverter
equipped

* 99.99% air sterilization for dry/wet laundry

e Water level check

Memory(20Nano 8GB HBM2 DRAM 2nd
Generation Aquabolt)

e Clean-aircirculation/natural humidifying
function

e Electrolysis decomposed Pure Water
(bacterium eliminated)

e 8-step filtration system(eliminates
harmful substances/virus/allergens)

o Filter Saverfunction(doubles life span of
filters)

SSD(512GB BGA NVMe SSD, V-NAND,
1g Package)

e 2.8 times increase in power consumption
efficiency(1500MB/s)

e World's first1g 512GB SSD(superspeed)
(Previous model: 50g 2.5" SATA SSD,
passive elements > 300)

¢ Lowest energy consumption levels in
industry(Active <3W, Idle <60mW, L1.2 <5mW)

e Zero-noise/vibration, Ultra power saving
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GLOBAL ENVIRONMENTAL LABEL
CERTIFICATION

As a way of expanding our green product development, we
innovate to meet and contribute to the development of en-
vironmental criteria such as the Environmental Protection
Agency's ENERGY STAR® program in the U.S.A. Many of
our products are eco-certified by a total of 10 governments
including South Korea, the U.S.A, and Europe as well as

such standards organizations as UL(Underwriters Labora-
tory) of the U.S.A. and the Canadian Standards Association
(CSA). By the end of 2017, a total of 1,632 models obtained
these eco-label certifications on an accumulated basis.
Furthermore, some of our products are carbon-labeled by
third-party accreditation bodies. We identify their carbon
emissions throughout the life cycle and we use such data
in improving the environmental footprint of our products.

ECO-LABEL CARBON-LABEL

Asia North America Korea
(c;d% ;

Korea China Taiwan u.s uL CSA (carbon emissions + low-carbon products +

carbon-neutral products)

Europe Central/Latin UK.

America
EU Grermany Sweden Nothern Europe Russia Brazil Carbon Trust

ENVIRONMENTAL AWARDS GRANTED IN 2017

Governments and organizations across the globe operate
diverse environmentally-friendly award programs to raise
consumer awareness regarding product innovation and
design and to encourage businesses to practice green

ENVIRONMENTAL AWARDS GRANTED IN 2017

management. Our commitment to green management
has been widely recognized through the following awards
granted to our green products — energy-efficient products
and easily-recyclable products — as well as our green man-
agement initiatives undertaken in respective countries to
voluntarily collect and recycle waste products.

Category ‘ Country ‘ Name of Award Organizer Time Description
Company | Russia All-Russian eco-day | V.i.Vernadsky June 2017 e Best environmentally friendly campaign, event,
'Green Spring' Foundation (Non- educational programs(environment purification
governmental and preservation projects)
environmental Fund)
Product Korea Energy Winner Consumers Korea July 2017 « High efficient energy products: Wind-free air
Awards of the Year conditioner, outdoor units for 360 cassette air
conditioners, Chef collection refrigerators
Green Packaging Korea Environmental Nov 2017 ¢ Awarded for applying grindstone plastics on
Award Packaging Institute mobile phones packaging
US.A. Environmental Environmental Leader May 2017 ¢ Awarded for Environmental Educational
Leader Award Program(Project), R600 environmentally
friendly refrigerants(Product)
SMM Electronics U.S. Environmental Jan2018 e Galaxy Upcycling project
Challenge Protection Agency e Achieved ‘Gold Tier’ on e-waste collection and
Champion Award recycling
Canada ENERGY STAR® Natural Resources May 2017 ¢ Awarded:
Award Canada - Manufacturer of the Year -Consumer Electronics
- Manufacturer of the Year - Appliances




We take this mission seriously. We go
above and beyond regulations to meet our
stringent procedures and controls. We also
take a proactive approach in discussing en-
vironmental and social impact issues with
ourinternal and external stakeholders.



Our Global Environment, Health and Safety(EHS) Center and Global
Customer Satisfaction Center, underthe direct leadership of the CEQ,
actively manage EHS and product environmental impact respective-
ly. Our Global Environment, Health and Safety System(G-EHS) es-
tablishes an integrated EHS operation and management framework
which is underpinned by key performance indicators.

Ouroperational greenhouse gas(GHG) emissions, consumption of
energy and water resources, generation of air and water pollut-
ants, and discharge of wastewaterall increased in 2017 due to the
establishment of new production sites, introduction of large-scale
facilities, and increases in production and product sales. We are
committed to reducing the impact of our operations on the environ-
ment, including as we expand and grow. We are striving to improve
ourfacilities and systems to reduce the total amount of pollutants
generated, increase the use of renewable energy, launch corporate
citizenship projects to help our environment, manage our suppliers’
environmental impact, and partnerwith local communities to pro-
tect the ecosystem in the vicinity of our worksites.

In 2017, we continued our commitment to gradually increase our
use of renewable energy sources. Also we undertake global social
initiatives to raise awareness regarding the need to protect the
environment as a responsible corporate citizen. Our environmental

Operational Impact

approach and performance have been recognized as globally leading
in addressing climate change. We were ranked in the 2017 Carbon
Disclosure Project(CDP) ‘A List’in both climate change and water
security, placing us in the CDP ranking for eight consecutive years.

In 2017, we spent a total of KRW 951.3 billion in investing and oper-
ating EHS facilities, and our annual EHS expenditure is constantly
rising as we diligently work to make ourfacilities highly efficient.
Additionally, to follow up our efforts on Eco-Management 2020, we
are reviewing setting up science-based targets and ways to quantify
ouroperation’s financial implications on the environment.

Our Commitment Statement:
Samsung's commitment to the planet by operating responsibly
as a leading global company

Societal Challenges:

The physical and transitional risks of a changing climate have
environmental, social, economic, and financial implications for
electronics manufacturing and are expected to become increas-
ingly disruptive to businesses overtime
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Cook Stove: Carbon Offset & Offering a Saferand

Sustainable Way of Living in Kenya

One way Samsung is minimizing our operational
impact on the environment is by actively using various
carbon offset programs. In Kenya, we were able to earn
carbon credits issued by the Clean Development Mech-
anism(CDM), certifying the company's commitment to
reducing its carbon footprint in developing countries.

In Mombasa, Kenya's second largest city, 80% of the
households rely on charcoal for their cooking requirements.
Charcoal fuel used for cooking produces toxic fumes when
burned, creating health impacts which include early mor-
tality rates. Burning charcoal can also lead to serious air
pollution and accelerate deforestation. Since current fuel
alternatives such as liquid petroleum gas and kerosene
are expensive and are considered a fire hazard, the people
of Mombasa have had no viable alternative to charcoal as
fuel for cooking purposes.

[t is estimated that 2.4 Gton of CO,e of GHGs, an astound-
ing 7% of global GHG emissions, are emitted annually in
the production and use of fuelwood and charcoal. Globally,
over 2.4 billion people - about one-third of the world's
population - still rely on the traditional use of woodfuel for
cooking. The United Nations Food and Agriculture Orga-
nization has long been reporting that the woodfuel value
chain has considerable room for reducing GHG emissions,
especially in cooking.

As part of Samsung's commitment to reduce our carbon
footprint in our operations as well helping communities
across the globe, we partnered with Green Development
to help the people of Mombasa achieve an alternative to
charcoal for cooking. In 2017 Samsung invested €1 million
to purchase and distribute bioethanol cookstoves and
distributed across households in Mombasa.

Unlike charcoal, bioethanol is a renewable, clean energy
source, and a byproduct of sugar production. The fuel is six
times more energy efficient than charcoal, thus reducing
greenhouse gas emissions. The stoves themselves are
affordable, safe to use at home and have a reduced impact
on the environment. By supplying these eco-friendly
stoves, Samsung aims to help the environment and
improve the health and safety of the residents of Kenya's
second largest city while contributing to theireconomic
sustainability.

Through our efforts, we believe we can reduce 500,000
tons of CO,e GHG emissions over five years. Already
experienced in operational efficiency, Samsung’s decision
to use bioethanol stoves was largely driven by the relative
cost-effectiveness of the energy source, which is produced
from fermented molasses waste from local Mombasa
sugar refineries.

Samsung and Green Development will provide training
forsourcing, production and sales of bioethanol stoves
and fuels in Mombasa, thereby positively contributing to
revitalizing the community’s economic sustainability. This
project aims to improve the quality of life for the residents
of the community, and to reduce climate change.

“Samsung Electronics is taking further steps to work with
the United Nations High Commissioner for Refugees(UN-
HCR) to implement this project in refugee camps in Africa”
said Haengil Kim, Senior Vice President leading Global
Environment, Health and Safety Centre at Samsung Elec-
tronics. “The company will continue to help tackle social
challenges in local communities and to address climate
change”
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837 Flagship Showroom, Samsung'’s Technology
Playground in NYC, Earns EPA's ENERGY STAR®

Located at 837 Washington Street in New York City’s
Meatpacking District, U.S.A., Samsung 837 is the first
of its kind technology hub and cultural destination for
consumers, creators, tech enthusiasts and community
members. A physical manifestation of the Samsung
brand, 837 is a flagship experience in how Samsung’s
signature services and technology — ranging from mo-
bile devices to home appliances — can make life better.

“AT SAMSUNG, WE HAVE A PROVEN TRACK
RECORD OF INNOVATION, AND WITH SAMSUNG
837 WE ARE CREATING THE FLAGSHIP OF THE
FUTURE” SAID ZACH OVERTON, VICE PRESIDENT
AND GENERAL MANAGER OF SAMSUNG 837,
“REIMAGINING THE TRADITIONAL STORE EXPE-
RIENCE, 837 IS A FULLY IMMERSIVE CULTURAL
CENTER, FEATURING PROGRAMMING WHICH
WILL TAP INTO PEOPLE’S PASSIONS SUCH ART,
MUSIC, ENTERTAINMENT, SPORTS, WELLNESS,
CULINARY, TECHNOLOGY AND FASHION, ALL
POWERED AND ENRICHED BY TECHNOLOGY.”

The state-of-the-art building is more than a creative
expression of Samsung’s brand; it is also a prime example
of our commitment and ability to incorporate energy effi-
ciency into buildings and operations.

In 2017 Samsung 837 was awarded EPA's ENERGY STAR®
certification. The certification is granted to buildings that
use 35 percent less energy and generate 35 percent fewer
greenhouse gas emissions than similar buildings across
the nation.

According to Alliance to Save Energy’s new President,
Jason Hartke, “Samsung Electronics leads by example with
its 837 showroom in New York City — the only ENERGY
STAR®-certified office building in New York with a perfect
score.” He says, “We want to create a world that uses
energy more productively to achieve economic growth, a
cleaner environment and greater energy security, afford-
ability and reliability. We have worked toward achieving
these goals since ourfounding in 1977, and as much as
we've accomplished in recent decades, we have even more
opportunity ahead of us. We won't be able to reach our
goals without the leadership of companies like Samsung,
and we are thrilled to work alongside them to build a more
energy-productive future”

According to ENERGY STAR®, an average building similar
in size and scope to 837 uses 2,521,137 kWh which or costs
$150,000. However, our 837 showroom only uses 623,561
kWh and our electricity fees amount to $37000. Samsung
837's remarkable performance in energy efficiency was
possible because the building was designed with energy
efficiency in mind. It achieved LEED Silver(Core and Shell)
during renovation and has the necessary systems in place
to achieve energy efficiency. The building operators of
837 take great pride in their facility. They understand the
systems and ensure all equipment are operating when
necessary and curtail usage when the building is unoccu-
pied.

Going forward, we at Samsung look forward to replicating
similar energy conscious designs across the globe - in our
factories, our office spaces, and our showrooms.
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Environmental Management in Our Operations

In reducing our environmental footprint Samsung’s En-
vironmental Health & Safety(EHS) Policies are focused
on maintaining high environmental, health, and safety
standards.

Our green management roadmap identifies four key
performance indicators in the areas of certification of EHS
management systems, GHG emissions, water resource, and
waste management. We are closely monitoring our prog-
ress in achieving these goals by 2020. Furthermore, we are
setting up our long-term 2030 goals by adding pollutants,
health & safety to our list of performance measures.

Our global manufacturing facilities are certified by the

COMPANY-WIDE EHS COMMITTEES AND COUNCILS

International Organization for Standards(ISO) 14007 envi-
ronmental management standards, Occupational Health
and Safety Assessment Series(OHSAS)18007 occupational
health and safety management standards, and Interna-
tional Organization for Standards(ISO) 50001 energy man-
agement standards. We ensure that these management
systems remain certified through annual recertification
reviews. Our system includes a post-action evaluation and
arenewal program every three years. In 2017, we identified
1,346 tasks as a result of the internal EHS audit reviews.

Our top management is committed to managing our oper-
ational impact through the following activities:

Committees/Councils Description Supervisor Meeting Schedule

Environment & Safety Deliberate on company-wide environmental strategy CFO 3/year

Committee and discuss worksite-related pending issues

Eco Council Set development goals and implementation strategies Head of the Global 2/year
forhighly energy-efficient and eco-friendly products CS Center

IM/CE Division Synergy Discuss workplace EHS issues, best practices, and Head of the Global 2/year

Committee healthcare EHS Center

DS Division EHS Committee Consult on key EHS issues CEO 5/year

Company-wide EHS Consult on continuing to build a safety culture, requlatory | Head of the Global 6/year

Manager Council compliance, and chemicals management EHS Center

Company-wide GHG Select implementation tasks to respond to climate Head of the Global 2/year

Council change and manage their progress EHS Center

OUR GOALS AND ACHIEVEMENTS BY KPI

Certification ratio of EHS management systems” (%)

2005 I 100
20 %, 100
207 I 00

Goal 2020 | | 100

T —)
=2 @

Intensity-based GHG emissions? (tCOze/KRW100 million)

205 27 2.64

226 7 3.0
207 | 328
a0 | 155

Intensity-based water consumption(ton/KRW100 miltion)®

2005 D000 53
200 I, 60
207 I -

| 50

Goal 2020 |

Footnotes:

Recycling of waste(%)

s WY,
o YWY o5
o7 N 55

Goal 2020 | | 95

1) Ratio of obtaining IS0 14001, OHSAS 18001 certifications at 36 global production sites
2) Calculation: Total COze(Scope 1, 2) emissions or total water consumption at global worksites + consolidated global sales + price index

3) Calculation: Amount of recycled waste + total amount of waste generated x 100

Price index: Producer price index as disclosed by the Bank of Korea for the concerned year(Base: 2005 =1)

4) Waste Recycled + Waste generation x100
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