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POSCO's Dream for the Future -
We will go together

From world's top premium products & differentiated solutions to GIGA STEEL, electric
steel plates, eco-friendly cars made lighter and safer through the application of anode and
cathode materials, a mega-city with even taller yet safer structures, and unlimited clean
energy, POSCO is with you anywhere you go in your daily life. POSCO delivers greater value
with society through its technology and quality toward a new future and a better world.

Business We will create value together with
With POSCO our business partners

Society
With POSCO
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We will create value society People We will create a culture of trust and
together with you With POSCO creativity together with you




About This Report

POSCO Corporate Citizenship Report

Reporting Data

The POSCO Corporate Citizenship Report (hereafter the
“Report”) is an integrated report which contains POS-
CO's economic, social, and environmental performance
in 2018. The Report describes how sustainability contrib-
utes to the long-term success of POSCO and how POSCO
creates value for its customers, employees, shareholders,
suppliers, and society as a whole.

Scope and Reporting Standards of the Report

This Report contains POSCO'’s major financial and non-fi-
nancial data. The topics were selected through the mate-
riality test conducted in accordance with the principles of
materiality, sustainability context, completeness, balance
and stakeholder inclusiveness.

The Report follows the Global Reporting Initiative (GRI)
standards. As POSCO is a member of the UN Global Com-
pact (UNGC), the Report also includes a portion of the
UN Global Compact Progress Report on POSCO'’s prog-
ress and achievement made in endorsing the ten UNGC
principles. Information on the GRI Index and the UNGC
can be found in the Appendix of this Report. Data relat-
ing to International Organization for Standardization
(ISO)'s guidance on social responsibility (ISO 26000) also
appears in the Appendix.

COMMUNICATION ON
PROGRESS

This Report describes POSCO's performance for the
year 2018. Some of the data spans the period ending
by the end of March 2019, the deadline for completing
this Report. The POSCO Corporate Citizenship Report is
published every year in Korean and English.

The scope of the Report includes economic, environmen-
tal and social performance of Pohang Works, Gwangyang
Works, the Pohang Head Office, and the Seoul Office.
Business performance data includes POSCO's consoli-
dated financial data. POSCO Group ESG (Environmental,
Social and Governance) performance indicators cover the
performance of POSCO and its seven major subsidiaries.
Information on fair trade, quality management, safety,
and health refers to POSCO, its domestic and overseas
subsidiaries, and suppliers.

External Assurance

This report is assured by a third party. The 2019 Report
was assured by Samil PwC, an independent external
assurance provider, in accordance with ISAE3000,
AAT000AS Type II.

Feedback

This report can be accessed and downloaded online at
POSCO's website. We welcome any feedback from stake-
holders via the internet, email or phone.

Report inquiries: Corporate Citizenship Office
Website: www.posco.com

Phone: +82-2-3457-0114

Email: sustainability@posco.com
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POSCO CORPORATE CITIZENSHIP REPORT 2018

Message from the CEO

As a corporate citizen, we will take a step closer to

our wide-ranging stakeholders across different nations
and communities in accordance with our philosophy of
empathy, care and co-prosperity.
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OVERVIEW

Dear Stakeholders,

Last July, we announced our new management philosophy of ‘Cor-
porate Citizenship: Building a Better Future Together’ with an aim
to evolve into a centennial company genuinely trusted by all stake-
holders, such as Such as employees, business partners, custom-
ers local communities and shareholders. Corporate citizens refer
to businesses who fulfill their role and responsibility for co-exis-
tence and co-prosperity just as modern citizens would do for their
society.

As a corporate citizen, we at POSCO promise that we will take a step
closer to our wide-ranging stakeholders across different nations
and communities in accordance with our philosophy of empathy,
care and co-prosperity. Corporate citizenship embodies our com-
mitment to creating value with business partners (Business With
POSCO), making our society a better place (Society With POSCO),
and building a culture of trust and creativity (People With POSCO).

To this end, we launched the Love Letter initiative last July to
gather feedback from varying stakeholders to identify their expec-
tations on POSCO. Such feedback was integrated in defining our
100 reform tasks that were announced internally and externally
last November as a way to move POSCO forwards for the next 50
years. These 100 reform tasks consist of 60 in the Business area,
20 in the Society area and 20 in the People area, and will be com-
pleted within this year.

Starting with Business with POSCO, we practice the value of cor-
porate citizenship by promoting fairness, transparency and ethics
in doing business with all our business partners. We adopted the
100% competitive procurement policy and the ‘fair trade bidding
system’ for our suppliers while significantly improving fairness in
doing business with our customers through our company-wide
CRM (Customer Relationship Management) system and ‘customer
promise management system’.

Our quality, technology, production and other functional organiza-
tions are closely aligned to collaborate with one another to deliver
the right product to the right customer at their intended time-
point and to respond to customer complaints in real time. These
endeavors enabled us to post KRW 3.8 trillion in operating profit
and 12.4% in operating margin last year, continuing with double
digit growth in operating margin for three consecutive years.

We take the initiative in creating a robust industrial ecosystem
by advancing eco-friendly management, developing new growth
engines, and establishing an industry-academia-research insti-
tute cooperation model. We developed atmospheric pollutant and
CO2 emissions reduction technology, established the ‘Particulate
Matter Research Center’ to help reduce PM levels, and will invest
more than KRW 1 trillion by 2021 in a bid to create eco-friendly
steelworks. Furthermore, we established new business divisions
to complement our business portfolio that is heavily focused on
steelmaking, and plan to double our efforts to identify new rev-
enue streams for our future growth. We also take a long-term
approach in deleloping a new growth ecosystem through the cre-
ation of industry-academia-research institute venture valleys in
Pohang and Gwangyang and the operation of venture funds.
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As for Society with POSCO, we do not merely make donations or
implement philanthropic programs but strive to play a leading role
in recognizing and solving pressing social issues. To make sub-
stantial contributions to specifically addressing the issues of youth
unemployment and low birth rates, we will translate our diverse
ideas into actionable initiatives, ranging from the operation of
youth employment and startup courses as well as the ‘Idea Mar-
ket Place’ as a venture support program to the creation of POS-
CO’s distinctive cooperation model to pursue win-win partnership
between large companies and their SME suppliers, and the estab-
lishment of childcare centers for business partner employees as
well as for POSCO employees.

While our POSCO 1% Foundation has been operated mainly by the
company, this will change to enable donors to take the initiative in
order to encourage our employees to lay the basis to undertake
self-initiated social contribution programs.

Regarding to People with POSCO, we are innovating our talent
recruitment and development system to ensure that our employ-
ees have a strong sense of vocation and a caring mind as a mem-
ber of the corporate citizen in addition to job expertise. We will be
committed to promoting the fairness and transparency of our HR
system, adopting smart work practices that allow the millennials to
fully unleash their creativity, offering top-notch welfare and bene-
fits that our employees can take pride in, and creating a safe and
healthy workplace. In so doing, we will build a corporate culture
that stimulates creativity and trust and attracts young, devoted
and talented individuals who will lead us to a brighter future.

Dear Valued Stakeholders,

Our intense endeavors to fulfill corporate citizenship have been
widely recognized: we were honored at the Global Metal Awards
2018 hosted by S&P Global Platts, and became the first steelmaker
in the world to be listed on the Dow Jones Sustainability Index
(DJSI)in the Asia Pacific region for 10 consecutive years as a proud
member of the UN Global Compact.

As we continue our journey to realize our management philosophy
of corporate citizenship, we look forward to your sincere interest
and support so that we win the heart of stakeholders and pursue
sustainable growth as a responsible member of our society.

Thank you.

Jeong-Woo Choi
CEO, POSCO
June 2019

Jw cned
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About POSCO

POSCO was established as a fully integrated steel maker of hot rolled, cold rolled and stainless steel on April 1, 1968. We were listed on the

Korea Exchange on June 10, 1988. As of 2019, POSCO's operations include two steelworks in Pohang and Gwangyang, the Seoul Office, and

six overseas offices.

Company name

POSCO

Head office

(Goedong-dong) 6261, Donghaean-ro, Nam-gu, Pohang-si, Gyeongsangbuk-do, Korea

Steelworks and offices

Pohang Works: (Dongchon-dong) 6262, Donghaean-ro, Nam-gu, Pohang-si,
Gyeongsangbuk-do, Korea

Gwangyang Works: (Geumho-dong) 20-26, Pokposarang-gil, Gwangyang-si.
Jeollanam-do, Republic of Korea

Seoul Office: 440, Teheran-ro, Gangnam-gu, Seoul, Republic of Korea
Overseas offices: six offices to support global operations

(Dubai, Iran, Europe, Rio de Janeiro, Western Australia, Argentina)

Business areas

Iron making, steel making, and production & sale of rolled steel products

Major products

Hot rolled steel, cold rolled steel, stainless steel, etc.

CEO Jeong-woo Choi
Date of establishment April 1,1968
Number of Employees 17,150

Creditrating

Domestic : AA+ (Positive)

Overseas : S&P: BBB+ (Positive), Moody's: Baal (Stable)

Crude steel production

POSCO Group: 42,867 thousand tons / POSCO: 37,735 thousand tons

Website

WWW.pP0SCo.com

Revenue

Consolidated :

64,978 villion krw

Non- consolidated :

30,659 villion krw

Operating Profit

Consolidated :

5,543 viltion kRw

Non- consolidated :

3,809 villion krw

Net Income

Consolidated :

1,892 biliion krw

Non- consolidated :

1,073 bilion krw

*As of 2018




OVERVIEW

Vision and Strategy

Performance Highlights in 2018

In 2018, the global economy showed positive growth during the
first half year, but trade tensions between the United States and
China, and the rise of U.S. federal interest rate led to a conserva-
tive monetary policy of the advanced economies, which resulted
in a growth rate in the mid-3% range by the year end. As for the
domestic economy, exports were boosted by the growing global
economy. But by the second half year the growth rate slowed to
below 3%, which was lower than the previous year. This is a result
of the trade tension between the G2 countries and the concerns
on worsening financial crises in the emerging economies which
led to a lower consumer confidence and less facilities investments.
Externally, the Chinese steel industry’s restructuring and Amer-
ican trade restrictions pushed up steel prices, while protection-
ism spread widely across the globe, heightening competition and
resulting in a prolonged state of fluctuating raw material and fuel
prices. Domestically, the sluggish construction market, decrease
in automobile production and U.S. trade regulations contributed
to prolonging an unstable market condition. However, there have
been positive factors as well, such as the decrease in low-price
Chinese imported materials and the recovery of the shipbuild-
ing industry. Amidst such external conditions, POSCO focused on
enhancing our competitive edge in the steel business, restruc
turing the organization toward high-profit core businesses, and
building the basis for growth in the energy storage material busi-
ness. As a result, we recorded KRW 3.8 trillion in operating profit,
and operating margin of 12.4%, achieving two-digit operating
margin for three consecutive years on a non-consolidated basis.
On the consolidated basis, we recorded KRW 5.5 trillion in oper-
ating profit, the greatest since 2010. Major business activities that
were undertaken by POSCO in the year 2018 are as follows.

First, we enhanced our competitiveness both domestically
and abroad by increasing high-quality products and enhanc-
ing our market leadership, building a high-efficiency produc-
tion system, and taking more active measures against global
protectionism.

We actively responded to customers on global-level projects and
provided them with solutions. This led to an increase in sales of
high value-added products. The ratio of “World Premium Plus”
products which are highly competitive in technological prowess,
marketability and profitability increased by 4%p at 29.7%. Also we
have strengthened our response to import goods centered on
large buyers of hot rolled steel, and took preemptive measures
to the rising demand from domestic shipbuilding companies. This
increased the sales ratio by 3.5%p at 57.5%, building a strong sales
foundation.

Meanwhile, we improved our production competitiveness through
preemptive improvement of facilities failure and strengthening

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO
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of our facilities. We built a high-efficiency production process
by advancing our facilities based on the “Smart Factory” system.
We developed technologies to decrease air pollutants and CO, to
implement eco-friendly steelworks, and focused on developing
products and technologies that respond to the megatrend such
as eco-friendly electric vehicle materials and light-weight auto-
mobile body technologies. We managed exit strategies of busi-
nesses with uncertain profitability and strengthened our compet-
itiveness. Most of our overseas steelmaking subsidiaries recorded
net profits. In particular, our Indonesian subsidiary PT. KRAKATAU
POSCO turned profitable for the first time by expanding the sales
of high-profit products. Meanwhile, having our overseas subsid-
iaries cooperate and communicate with the local steelmakers and
communities enabled us to preemptively respond to global pro-
tectionism and thus prevent the risk of trade friction.

Second, we enhanced the competitiveness of the major
domestic subsidiaries’ core businesses, and continued our
reorganization and business restructuring.

POSCO International embarked on the stage 2 development of
the gas field in Myanmar, cultivated new demand for products and
increased supply of raw materials to POSCO Group's overseas sub-
sidiaries, thereby strengthening their basis for steel sales. POSCO
International recorded the highest operating profit through
food trading that improved their profitability. POSCO Interna-
tional also cut down on low-profit businesses, such as selling of
the Canadian tight oil gas play and the thick plate processing cen-
ter in UAE. POSCO E&C brought the Songdo City project back on
track, merged three O&M subsidiaries into one, and integrated
the plant business division, which strengthened the competitive-
ness of POSCO E&C's core businesses. In the infrastructure busi-
ness, POSCO E&C awarded landmark-grade projects, including the
Sinansan Line (double rail line), and Saemangeum cable-stayed
bridge. POSCO E&C also strengthened its profit-centered manage-
ment by streamlining low-profit businesses such as solar power
construction projects. POSCO Energy, despite unfavorable exter-
nal conditions such as rising LNG prices, signed the direct import
contract of low-price LNG for Incheon No.3 LNG power plant and
implemented the smart facility system, which improved the com-
petitiveness of the power generation business. POSCO Energy also
had begun construction of Samcheok Coal-fired Thermal Power
Plant in earnest and had established an LNG mid-stream expan-
sion strategy utilizing its group assets such as LNG terminals.

Third, in order to ensure a long-term growth of the energy
storage materials business, we expanded the basis for domes-
tic production of the cathode and anode materials used in sec-
ondary batteries, and built a stable supply system for lithium,
the core material in the battery business.
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Utilizing its secondary battery materials technology competitive-
ness, POSCO CHEMICAL launched a joint corporation in China that
produces precursors and cathode materials. POSCO CHEMICAL,
Korea's only producer of anode materials had built a production
system with an annual capacity of 24,000 tons intended for global
demand. POSCO CHEMICAL is currently constructing the sec
ond anode material plant in response to growing demand. This
facility will increase the annual capacity to 74,000 tons by 2022.
To this end, POSCO CHEMICAL is forming strategic partnerships
with major secondary battery companies to expand sales of anode
materials for electrical vehicles. The promotion of group-level con-
solidated secondary battery materials marketing achieved sales of
KRW 200 billion in 2018. In order to establish a stable supply basis
of lithium, POSCO signed a long-term purchase agreement of Pil-
gangoora lithium concentrate with Australian Pilbara Minerals and
also signed an acquisition agreement of the development right to
northern Hombre Muerto salt water lake with Argentine Galaxy.
Through these effort, POSCO has secured the commercialization
base for its lithium extraction technology (PosLX).

Fourth, POSCO established the new vision “With POSCO”, and
built the system for spreading its three key components of its
code of conduct, which are Substance (shiljil), Execution (shil-
haeng), and Practicality (shilli), and the culture of corporate
citizenship.

We declared “With POSCO" to be the new vision to guide us toward
100 years of sustainable growth and also stated “Corporate Citi-
zenship: Building a Better Future Together” as our management
philosophy. To fulfill our role as a corporate citizen, we estab-
lished 'Corporate Citizenship Department' and drew up the 100
tasks for POSCO's reform through 'Corporate Citizenship Lover
Letter', executive's suggestion and etc. We also enhanced share-
holder-friendly management activities through IR activity by out-
side directors and etc. Internally, we strengthened the responsible
management system by restructuring steel, global infrastructure
and new growth business divisions. We recruited outside experts
for the break down of pure blood custom, and we also promoted
human resources innovation. Also, we improved the way we do
business based on the three code of conduct principles(Sub-
stance, Execution and Practical), and strengthened field-centric
management. In recognition of these efforts two positive events
took place. Moody's raised our credit rating from Baa2 to Baal,
and secondly S&P also raised our rating to Positive. We won the
Global Metals Awards from the S&P Global Platts and also being
the first steelmaker in the world who listed as outstanding com-
pany in the Asia Pacific region for ten consecutive years at the 2018
DJSI(Dow Jones Sustainability Indices) assessment. Not only that,
POSCO was named the World's Most Competitive Steelmaker by
WSD(World Steel Dynamics) for nine consecutive years, strength-
ened its position as a global leading steelmaker

Vision and Core Values

Phifoeoomy Corporate Citizenship: Building a Better Future Together WITH POSCO

(0)ith POSCO

Vision
Business With POSCO
Creating value together
with business partners
M?r?caigfement Value Management —
Egggf& Substance (Shiljil) e
Core Value Safety Win-Win

Society With POSCO
Shaping a better tomorrow
with the community

Win-Win Management —

Execution (Shilhaeng) —

People With POSCO

Building a culture of
trustand creativity

Innovation Management
Practical (Shilli)

Ethics Creativity



OVERVIEW

POSCO's Strategic Direction for 2019

The global economy is projected to grow at 3.0%, showing a slight
decrease compared to 2018 due to slowing of both advanced and
emerging economies. In particular, the trade tension between
the U.S. and China, slower growth rate of the Chinese economy
and growing debt of emerging economies is expected to fuel the
uncertainty of the global financial market. The growth rate fore-
cast for Korea is 2.6%. This is due to decreasing investments and
decrease in exports caused by unfavorable external conditions.
As the automobile and construction market continues its slug-
gish pace, steel prices have turned to a downtrend since the end
of 2018. POSCO Group's subsidiaries are expected to experience
difficulties in the trading, construction and energy market. Despite
these challenges ahead, we will undertake the following manage-
ment activities in the three fields of Business, Society and People
with a view to achieving the management goal of 2019 we have
set for ourselves and the growth foundation for the medium and
long-term future.

Mid-term Business Strategy

v v v
Strengthen Secure compet- Create new

:POSCO’s leadership: itivenessin the “arowth

in the steel industry: global infrastruc- gm

ture industry

In the steel business, we will expand sales of WTP(World Top
Premium Product), and improve profitability through tangible
cost savings.

Focusing on marketing Division, we will collaborate with related
organizations such as quality, technology and production to sup-
ply right products to customers at right time, and respond to cus-
tomer requests in Real Time. In addition, we will concentrate our
efforts on developing new products capable of leading the future
market by converting the steel R & D system to open and mar-
ket-oriented. In order to maintain our advantage in price competi-
tiveness we will pursue cost cutting activities through the “CI (Cost
Innovation) 2020" project throughout all divisions. We plan to also
build an environment- friendly and highly efficient production sys-
tem by applying smart, environment-friendly technologies in our
steelmaking process. At the production site, we will keep in mind
that safety is the best value the company pursues and all employ-
ees and management will strengthen safety activities. The over-
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seas steel business, which is vulnerable to changes in the inter-
national financial market and trading environment, will seek out
new growth opportunities by seeking preemptive countermea-
sures such as local trade cooperation, reducing working capital,
and minimizing foreign exchange risk.

Steel

IIncrease sales of premium products and
strengthen our response mechanism against
protectionism

[Higher quality products] Focus on sales of WTP and expand
manufacturing capacity of high-end materials

[Low cost] Develop technologies to secure cost competitiveness

[Response to market] Prepare to respond effectively to trade issues
and enhance the competitiveness of overseas steel subsidiaries

We will realign our global infrastructure business to improve

our business model by group affiliate, and focus on cultivat-

ing specialty business so that they will contribute to POSCO

Group's profitability.

The trading business will strengthen the development of new steel
markets, securing the LNG trading capacity, promote the food
business, and enhance the role of developer in the group infra-
structure business. The E&C business will utilize Smart Construc
tion to raise cost competitiveness and concentrate its capabilities
to make the O&M business a new revenue source. The energy busi-
ness will improve the profitability of the power generation busi-
ness by upgrading the purchasing strategy such as direct import
of LNG.

Global Infrastructure

Strengthen business competitiveness through
business model and revenue model reform

[Trading] Improve the business method, and strengthen
competence in project development

[E&C] Internalize “Smart Construction” and improve cost
competitiveness

[Energy] Enhance the profitability of power generation through
LNG directimport

009



010

POSCO CORPORATE CITIZENSHIP REPORT 2018

In order to develop new business more actively, we will estab-
lish new business promotion system and accelerate the
growth of secondary battery materials business.

This year, we will select new business domains that will make
POSCO as a centennial company. After that, we will operate various
business development channels and collaborate with industry-aca-
demia-research to develop new business in the selected domains.
The secondary battery materials business, which is being devel-
oped as a core business for the new growth of POSCO group, will
concentrate on facility investment, R & D, product development,
and diversification of customers so that we can quickly become a
global top player in the near future.

In the Society sector, we will reorganize our existing social
contribution activities centered on the newly launched Corpo-
rate Citizenship Committee and Corporate Citizenship Office,
and will lead the social contribution activities in specialized
fields to make POSCO's unique brand.

To solve national difficulties like youth unemployment and low
birth rate issue, POSCO will proactively present a role model that
can be implemented as a company, and will lowering the transac-
tion barriers between large and SMEs for mutual growth. We will
also take a leading role in spreading the mutual growth culture.
Through our new contribution activities, we will build a social con-
tribution system in which economic value and social value are cir-
culate virtuously.

In the People sector, POSCO will improve working conditions
so that employees can focus on their core businesses, and will
continuously innovate HR, organization and culture to build
trustworthy and creative workplace.

We will improve our system so that all employees will have own-
ership, practice consideration and respect, and grow as creative
human talents. We will keep in mind that our competitiveness is in
the the field, and will innovate our way of working in accordance
with the three keywords in the code of conduct - Substance, Exe-
cution, and Practical.

The 2019 is the first year of beginning POSCO's next 50 Years
who pursues 100 years business. We will actively seek out and
fulfill our role as a corporate citizenship that build a better future
together, and will aim for a higher dream and a greater goal.

POSCO has been striving to become the world's best steel com-
pany for the past half-century. Starting this year, we will do our
best to grow mutually with customers, suppliers, partners and
local communities as a corporate citizen that build a better future
together. Everyone here at POSCO will put their best effort in real-
izing the new vision “With POSCO" in order to show appreciation of
the unwavering support and interest from the stakeholders.

mNew growth

Global

infrastructure

Steel

103

trillion KRW

(Unit: %)

1 —
50 53
49 a4
2018 2021

Composition change in combined revenue :
Increasing ratio of global infrastructure and new

growth businesses

78

65

2018 2021

Consolidated revenue

(Unit: trillion KRW)



OVERVIEW

Board of Directors

BOD Composition
POSCO's board of directors (BOD) is comprised of five inside direc-
tors and seven outside directors.

At the 51st general shareholders’ meeting held on March 15,
2019, Prof. Heui Jae Pahk of Seoul National University was newly
appointed as an outside director, and the former Vice Chairman of
SK Group Shin-bae Kim, and Prof. Moon-ki Chung of Sungkyunk-
wan University were reappointed. As for inside directors, Senior
Executive Vice President Tak Jeong and Senior Executive Vice Pres-
ident Hag-dong Kim were newly appointed, and President In-hwa
Chang and Senior Executive Vice President Jung-son Chon were
reappointed. At the subsequent BOD meeting, Mr. Shin-bae Kim
was elected as the Chairman of BOD.

Number of inside directors 5
Number of outside directors 7
Total number of directors 12

Independence of the BOD,

Election process of outside directors, number of outside
directors, separation of the chairman and the CEO

POSCO appoints its outside directors in an independent and
transparent manner. The Outside Director Candidate Recommen-
dation Advisory Group comprised of five experts from various
fields recommends candidates three times the number of outside
directors to be appointed. The Director Candidate Recommenda-
tion and Management Committee evaluates candidates’ qualifica-
tions, and recommends final candidate to general shareholder's
meeting upon which the final decision is made.

POSCO structures the company’s governance in accordance to
the “Corporate Governance Charter” that stipulates the vision and
principles of POSCO's corporate governance, which are the inde-
pendence of the board of directors and the protection of share-
holders’ rights. In order to ensure the Board's independence, a
maximum of eight outside directors and five inside directors can
be appointed. In addition, POSCO established an outside direc-
tor-oriented operation structure by appointing an outside direc-
tor as the chairman of the board of directors as well as the heads
of the special committees operating under the board of directors.
Regular outside director meetings are held for by the BOD charter
so that outside directors are guaranteed to have opportunities to
share their independent opinions.

*In 2006, POSCO took the initiative as a leading company to separate the chairman of
the BOD and the CEO to enhance the independence of the board of directors.

BOD Diversity and Expertise

POSCO's board of directors is comprised of experts from various
backgrounds such as industry, finance, academia, law, accounting
and public sector. This is to ensure management’s reasonable and
unbiased decision-making. To promote the diversity of our BOD
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composition, outside director appointments are made in consid-
eration of their gender, race, ethnicity, birthplace, nationality, age,
academic background, and expertise, and this principle is widely
announced through our Corporate Citizenship Reports and other
in-house regulations.

In addition, regular two-day Strategy Sessions are held twice a
year to establish and review medium-to-long-term management
plans. Outside directors visit our various business sites in relation
to steel making and new business to improve their knowledge and
expertise.

Activities Undertaken to Improve the Expertise
of Outside Directors
- Visits paid to major business sites and business briefings offered

to help outside directors understand the status of business:
Aug. & Nov. 2018, Jan. 2019

- Outside director meeting held to discuss any agenda relevant to
management and operation of BOD

- Strategy Session held to discuss POSCO Group's strategic direc-
tions and business plans: Nov. 2018 (two-day session)

BOD Activities

In 2018, the BOD meetings were held twelve times. The atten-
dance of inside directors was 98% and outside directors 100%,
reaching 99% in overall. Major decisions made at the 2018 BOD
meetings include the appointment of the CEO, quarterly dividend
payment, the installation of a new coal storage facility in Pohang,
approval of merger plan between POSCO Chemical Co., Ltd. and
POSCO ESM Co., Ltd. medium-term management strategies and
2019 management plans.

Evaluation and Compensation of the BOD

POSCO's board of directors has been operating the board of direc-
tors’ evaluation system since 2010 in order to improve the effi-
ciency of the BOD and to ensure the external credibility of POS-
CO’s corporate governance.

BOD performs self-assessments every February, and its outcomes
are reported at the BOD meeting in May. All the board members
are surveyed regarding the board of directors and the special
committee they belong to (both qualitative and quantitative). Sur-
vey questions cover the overall operating system and level of the
board of directors, such as the role of the board, its structure and
operations. This evaluation is a tool used for improving the board’s
operation after reporting and discussion at the board meeting.
Outside directors’ compensation is set by taking into account their
work load, other companies of similar size, and social perceptions.
The details of outside director compensation are disclosed in the
Annual Report.
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Structure of the Board of Directors

(lassification

Work Experience Main Role

Shin-Bae Mar. 2019~Mar. 2022 - Vice Chairman of SK Group - Chairman of BOD
Kim Firstappointment: - CEO of SK Telecom - Member of the Evaluation and Com-
Mar. 2017 - Chairman of Korea IoT Association pensation Committee
- Seoul National University (Industrial Engineering), University of Pennsylvania (MBA)
Byong-Won Mar.2018~Mar. 2021 - Chairman of the Korea Employers Federation - Chairman of the Director Candidate
Bahk Firstappointment: - Chairman of Woori Financial Group Recommendation and Management
Mar. 2015 - Vice-minister of Ministry of Economy and Finance Committee
- Seoul National University (LL.B/LL.M), University of Washington (Seattle) Economics - Member of the Audit Committee
Joo-Hyun ~ Mar.2018~Mar. 2021 - Currently CEO of Financial News - Chairman of the Finance and Related
Kim Firstappointment: - President of Hyundai Research Institute Party Transactions Committee
Mar. 2015 - President of future Korea institute, Kookmin University - Member of the Director
- Sogang University (English Literature and Language) Candidate Recommendation and
- Arizona State University (Ph.D. in Business Administration) Management Committee
Moon-Ki Mar. 2019~Mar. 2022 - Currently Associate Professor in accounting, Sungkyunkwan University - Chairman of the Audit Committee
Chung Firstappointment: - Member of the Accounting Review Committee, Financial Supervisory Service - Member of the Evaluation and
Mar. 2017 - Partner and Chief Quality Officer, Samil PwC Compensation Committee
Outside - Sungkyunkwan University (International Trade)
Directors - Sungkyunkwan University (Ph.D. in Business Administration)
Seung-Wha Mar.2017~Mar. 2020 - Currently Dean, Dept. of Law, Seoul National University - Chairman of the Evaluation and
Chang Firstappointment: - WTO Appellate Body judge Compensation Committee
Mar. 2017 -ICC (Int'l Court of Arbitration) arbitrator -Member of the Audit Committee
- Seoul National University (Law)
- Harvard University (LL.M/S.J.D.)
Sung-Jin Mar. 2018~Mar. 2021 - President of Hankyong National University -Member of the Finance and Related
Kim Firstappointment: - Minister of Ministry of Oceans and Fisheries Party Transactions Committee
Mar. 2018 - Commissioner of Small and Medium Business Administration -Member of the Evaluation and
- Seoul National University (Economics) Compensation Committee
- University of Kansas (M.S./Ph.D. in Economics)
Heui-Jae Mar.2019~Mar. 2022 - Currently Professor, Dept. of Mechanical and Aerospace Engineering, - Member of the Director Candidate
Pahk First appointment: Seoul National University Recommendation and Management
Mar. 2019 - Head of strategic R&D planning office in the Ministry of Trade, Industry and Energy Committee
- CEO of SNU Precision - Member of the Finance and Related
- Seoul National University (B.A. and M.A. in Machinery Design) Party Transactions Committee
- University of Manchester (Ph.D. in Mechanical Engineering)
Jeong-Woo  Jul. 2018~Mar. 2021 - Currently CEO of POSCO - Chairman of the Executive
Choi Firstappointment: - CEO of POSCO Chemtech Co., Ltd. Management Committee
Jul. 2018 - President & CFO, Head of Corporate Strategy & Finance Center, POSCO
- Senior Executive Vice President, Head of Financial Planning Division,
POSCO Daewoo Corporation
- Senior Vice President, Head of Corporate Audit, POSCO
- Busan National University (B.A. in Economics)
In-Hwa Mar. 2019~Mar. 2020 - Currently President, Head of Steel Business Unit - Member of the Finance and Related
Chang Firstappointment: - Head of Steel Production Division Party Transactions Committee
Mar. 2017 - Head of Technical Investment Division - Member of the Executive Management
-Head of Steel Solutions Marketing Committee
-Management Director of RIST
- Seoul National University (B.A. in Shipbuilding and Marine Engineering)
- MIT (Ph.D. in Marine Engineering)
Inside Jung-Son  Mar. 2019~Mar. 2020 - Currently Senior Executive Vice President, Head of Corporate Strategy & Planning Division - Member of the Director Candidate
Directors Chon First appointment: - Senior Executive Vice President, Head of Corporate Strategy & Finance Center Recommendation and Management
Mar. 2018 - President and CEO of POSCO C&C Committee
- Executive Vice President, Head of Management Strategy Office -Member of the Executive Management
- Korea University (Law) Committee
Hag-Dong  Mar.2019~Mar. 2020 - Currently Senior Executive Vice President, Head of Production Division - Member of the Executive Management
Kim Firstappointment: - Senior Executive Vice President, Gwangyang Works Committee
Mar. 2019 - Senior Executive Vice President, Pohang Works
- CEO and Senior Executive Vice President, SNNC
- Seoul National University (Metallurgy Engineering)
- Carnegie Mellon (Ph.D. Materials Science and Engineering)
Tak Mar. 2019~Mar. 2020 - Currently Senior Executive Vice President, Head of Marketing Division - Member of the Executive Management
Jeong Firstappointment: - Senior Executive Vice President, Head of Steel Business Division Committee

Mar. 2019

- Executive Vice President, Head of Steel Business Strategy Office
-Managing Director, Head of Hot Rolled Steel Division at POSCO Daewoo Corporation
- Hankuk University of Foreign Studies (Arabic)
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Special Committees

POSCO operates five special committees: the Director Candidate
Recommendation and Management Committee, the Evaluation and
Compensation Committee, the Finance and Related Party Transac-
tions Committee, the Audit Committee, and the Executive Manage-
ment Committee. Four special committees are chaired by outside
directors. The exception is the Executive Management Committee
that is responsible for performing reviews and deliberations on in
steel business investment. The Audit Committee and Compensation
and Evaluation Committee are composed solely of outside directors
to ensure the independent decision-making of the board.

Composition and Major Roles of Special Committees

Director Candidate Recommendation and Management Committee
(Three outside directors and one inside director)

" -Qualification assessment and recommendation
Major P ;

’ . of outside director candidates
deliberations& . quajification assessment of inside director candidates
decisionsin2018  -Review of appointment of committee members
-Operation of the Outside Director Candidate
Recommendation Advisory Group, etc.

Evaluation and Compensation Committee
(Four outside directors)

Major -Evaluation of companywide management
deliberations & performance in 2017

T -Plans for evaluating the companywide management
decisionsin 2018 performance in 2018

Finance and Related Party Transactions Committee
(Three outside directors and one inside director)
-Capital increase of POSCO ESM Co., Ltd.

-Plan for POSCO P&S merger
-Financing plans for 2018, etc.

Major
deliberations &
decisionsin2018

Audit Committee
(Three outside directors)

Major -Internal audit results of 2017 and plans for 2018
! ) -Evaluation of implementation of IACS system

deliberations& .\t result of the 50th internal and external

decisionsin2018  auditing of financial statement

-Revision of the Audit Committee Operation

Regulations

Executive Management Committee
(Five inside directors)

Major -Disposal of treasury shares for employee rewards

, ) -Expanding the application of the coke oven
deliberations&  compound combustion technology
decisionsin 2018 -Construction of a new power generation facility using
by-product gas

Director’s remuneration limit

Criteria PreviousTerm  Current Term

Number of directors (number of outside directors) 12(7) 12(7)

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO

APPENDIX

Agendas Submitted to the BOD in 2018

First Jan.24 @ Approval of the 50th business report and financial
statements and convening of the general shareholders’
meeting

@ Amendment to the Articles of Association
@ SILO lease contract with Posco Terminal

Second  Feb.13 (@ Agendas to be submitted to the 50th general
shareholders’ meeting
@ Recommendation of inside director candidates

Third Mar.9 @ Appointment of chairman of the board of directors
@ Appointment of special committee members
3 Appointment of representative directors and
position assignment to inside directors
@ Preliminary plan for POSCO's 50th anniversary project

Fourth  Apr.18 @ Set-up and operation plan of the CEO Succession Council

Fifth May 11 @ Payment of 2018 1Q dividends
@ Financing plan for 2018
® Set-up of cut-off date for the voting right at the special
shareholders’ meeting
@ Plans for related party transactions in 2018
® Capital increase of POSCO ESM Co., Ltd.

Sixth Jun.22 @ Selection of the CEO candidates to undergo
qualification review and the operation plan of the CEO
Candidate Recommendation Committee

Seventh  Jun.23 @ Recommendation of inside directors
(candidates for CEQ)
@ Convocation of the special shareholders’ meeting and
agendas to be submitted to the meeting

Eighth ~ Jul.27 @ Appointment of CEQ

@ Payment of 2018 2Q dividends

Ninth Aug.22 @ Capital increase related to Project PUMA

@ Capital increase of POSCO-China to acquire equities in
the Beijing POSCO Center

(3 POSCO coal storage facility construction project

@ Plan for POSCO P&S merger

® Filing administrative litigation regarding tax
investigation in 2013

® Filing a lawsuit against former large shareholders of
Steel Flower for the financial proceeds from stock trade

Tenth Nov.3 @ Payment of 2018 3Q dividend
@ Lime Calcination Plant lease contract
® Approval of merger with POSCO P&S
@ Donation for win-win partnership
® Making donations for Indonesia's recovery from
the earthquake

Eleventh Dec.7 @ Medium-term management strategies and 2019

management plans

@ Plan to merge POSCO Chemtech Co., Ltd. and
POSCO ESM Co., Ltd.

® Provisional payment according to the lawsuit for
redemption of Suncheon Eco Trans borrowings

@ Suspension of the Synthetic Natural Gas (SNG) Project

® Revision of the Audit Committee operation regulations

® Yearend donation for community chest

@ POSCO 1% Foundation paying the matching grant fund

Limit of total remuneration 10 billion KRW 10 billion KRW

Twelfth  Dec.19 @ Suspension of the Synthetic Natural Gas (SNG) Project
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Corporate Citizenship Committee

In March 2019, POSCO launched the Corporate Citizenship Com-
mittee, with an aim to become a corporate citizen respected and
beloved by the general public and to pursue shared growth with
society. The Corporate Citizenship Committee is the executive
strategic advisory group comprised of POSCO's inside and outside
directors and external experts. The committee is charged with dis-
cussing the management philosophy of corporate citizenship and
the direction of the activities to be pursued.

The external experts relay various voices from stakeholders and
the public, and are responsible for translating those voices into
policy suggestions and to promote company's activities as a cor-
porate citizen. The inside and outside directors are responsible for
strengthening execution momentum within the company so that
its policies are incorporated into corporate citizenship activities
and are implemented in a coherent and unified manner.

The Corporate Citizenship Committee convenes each quarter to
give advice regarding corporate citizenship strategy, changes in
ESG (Environment, Social, Governance) trends, the evaluation of
the value created through corporate citizenship activities, and the
review of the POSCO Corporate Citizenship Report.

POSCO set in motion a consultative body to make sure Corpo-
rate Citizenship Committee’s advice and suggestions are put into
practice. The Corporate Citizenship Committee, which is the high-
est advisory group, announces discussion conclusions and sug-
gestions. To follow up on this, the Corporate Citizenship Strategic
Meeting chaired by the CEO and attended by respective affiliate
presidents decides whether and how those suggestions will be
implemented at POSCO subsidiaries. The Corporate Citizenship
Council, composed of affiliate executives in charge of corporate

Structure of the Corporate Citizenship Committee

citizenship operations establishes implementation plans for rele-
vant departments, and shares the results and improvements to be
made with the rest of the POSCO Group.

POSCO's Corporate Citizenship Committee and the Council is
a compass that brings us to a virtuous circle between business
activities and social value creation, so that POSCO can become a
great workplace beloved by its local communities.

Corporate Citizenship Committee’s Major Activities

Strategy consultation for corporate citizenship

- Sets up medium and long-term strategic advice
i p  related to Group-level activities as a corporate citizen

- Provides advice on flagship corporate citizenship
projects and direction of activities

External Communication

‘ - Takes responsibility for communication with external
i p  stakeholders regarding corporate citizenship activities

- Helps publicize POSCO’s corporate citizenship
initiative in communicating with major media outlets

ESG aspect

- Checks POSCO's internal activities pertaining to the
ESG indices of major investment institutions

- Suggests preemptive measures to be taken in regards
to ESG-related trend changes

- E(Environmental), S(Social), G(Governance)

<
e
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Support and evaluation of major corporate

citizenship activities

- Evaluates the social value that was created through
corporate citizenship activities

- Prepares Corporate Citizenship Reports and checks
their contents and key details

+ Name: Corporate Citizenship Committee

Organizational Structure
> |

Board of N External
Directors Experts

jy Corporate \
CEO Bl Citizenship E
B Committee A&

i p  Outside
Directors

Corporate *Advisory to the CEO N Inside
Citizenship Office Directors

Su-Keun Kwak
(Professor, Business School,
Seoul National University)

Seung-Wha Chang

(Dean, Department of Law,
Seoul National University )

Jung-Son Chon
(Head of Corporate Strategy & Planning Division)

Members

In-Hoe Kim
(Professor, Inha law school,
Inha University)

Sea-Jin Chang
(KAIST, Singapore U.
Business 21Administration)

*Head of Corporate Citizenship Council

Heui-Jae Park

(Professor, Department of Aerospace
Engineering, Seoul National University)

Hag-Dong Kim
(Head of Production Division)
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Investor Relations

Credit Rating

International credit rating agencies upgraded the credit ratings of
POSCO in view of the improvement of its operating performance
and financial soundness. In June 2018, S&P upgraded our credit
ratings from BBB+(Stable) to BBB+(Positive), and Moody's also
upgraded our credit ratings from Baa2(Positive) to Baal(Stable).

Dividends

POSCO is maintaining long-term stable cash dividends in order to
improve its shareholder value. We introduced the quarterly divi-
dend payout systemin the second quarter of 2016 which strength-
ened our shareholder return policy. In 2018, POSCO paid an annual
dividend of KRW 10,000 per share, which is the sum of the KRW
1,500 for the first and second quarters, KRW 2,000 for the third
quarter, and KRW 5,000 at the year's end. As a result, we recorded
a dividend payout ratio of 47.3% and a dividend yield of 4.1%.

Credit Rating History

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO

APPENDIX

Ownership and Voting Rights

As of the end of December 2018, the National Pension Service is
POSCO's largest shareholder, owning 10.72%, and institutions and
private investors hold 81.04%. The remaining 8.24% is owned by
POSCO.

The total number of shares issued by POSCO is 87,186,835 shares.
This number is comprised of ordinary shares only without any pre-
ferred shares. Each share has the voting right of 1, and there are
no differential voting rights that give multiple votes to a certain
stock. However, the 7,185,703 shares owned by POSCO have no
voting rights according to the commercial law, making the total
number of shares with voting rights 80,001,132 shares, or 91.76%
of the total number of issued shares.

POSCO protects shareholders in exercising their rights as well as
their legitimate voting rights, assures equal treatment of private
and foreign investors, and respects shareholders’ rights according
to the law and articles of association. POSCO employs the focused
written voting system. According to a board resolution, an elec-
tronic voting system was put in place in February 2019 to protect
shareholder rights and promote their participation.

Shareholders

Agency 2016 2017 2018 Name / classification Number of shares owned Ratio
S&P BBB+ BBB+ BBB+ National Pension Service 9,342,192  10.72%
(Negative) (Stable) (Positive) Institutional and private investors 70,658,940 81.04%
Moody's fasl ek bkl Treasury stock 7185703 8.24%
(Stable) (Positive) (Stable)
Total 87,186,835 100.0%
* No family-owned stocks
Dividends Type of shares and voting right
Category 2016 2017 2018 Type No. of issued shares Ratio Note
per  Cashdividend” (KRW) 8,000 8,000 10,000 Preferred shares - No voting right
share [terim dividend (KRW) 2,250 4,500 5,000 Ordinary shares with 80,001,132 91.76% With voting
Total dividend (billion KRW) 640 640 800 el T L
; .y 0 R
Consolidated payout ratio? (%) 16.9% 22.9% 473% Ordlnary sh.ares with 7,185,703  8.24% No voting right
out voting right
Dividend yield® (%) 3.1% 2.4% 4.1%

1) Quarterly dividend payment started in 2016. KRW 1,500 and KRW 750 per share
were paid in 2Q and 3Q, respectively.

2) The consolidated dividend payout ratio was based on the net profit of controlling
interests

3) Dividend yield was calculated by dividing cash dividends per share by the average
closing share price for a week before the date of dividend payout.

Total 87,186,835 100.0%
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Major Business Outcomes and Plans

“WITH POSCO, CORPORATE CITIZENSHIP: BUILDING A BETTER FUTURE TOGETHER" //
VISION THAT WILL DRIVE OUR EVOLUTION INTO A CENTENNIAL COMPANY.

WITH THE MISSION OF CONTRIBUTING TO THE DEVELOPMENT OF THE KOREAN ECON
WE EMERGED AS A GLOBAL STEELMAKER, AND ARE NOW DETERMINED TO DELIVER
VALUE OF OUR TIME THROUGH “CORPORATE CITIZENSHIP: BUILDING A BETTER F
TOGETHER” SO AS TO PURSUE THE VALUES OF CARE, COEXISTENCE AND COPROSPERT

STAND STRONG FOR A HUNDRED YEARS. '

7
7
U

WE TAKE A MULTI-FACETED APPROACH FOR OUR FUTURE GROWTH BY REALIGNING '4
BUSINESS OPERATIONS AMONG POSCO GROUP AFFILIATES WITH AN AIM TO REINFO ‘4".-
COMPETITIVENESS IN THE GLOBAL INFRASTRUCTURE INDUSTRY AND TO FULLY BOOST OUR
GROWTH ENGINES IN ADDITION TO OUR CONVENTIONAL MAIN BUSINESS OF STEELMA 4{'; /

TO THIS END, WE ARE BUILDING AN INTEGRATED OPERATIONAL SYSTEM FOR OUR SECOND: '/-2 v
BATTERY MATERIALS BUSINESS WHICH IS EXPECTED TO SERVE AS A KEY GROWTH DRIVER FOR

POSCO GROUP. IN SO DOING, WE WILL SURELY STRENGTHEN OUR NEW GROWTH BUSINESS v
AND DO OUR UTMOST IN IMPROVING ITS OPERATIONAL EFFICIENCY AND RESPONDING TO ITS ";

CUSTOMERS.
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01

BUSINESS
TH POSCO

We will create value together with our business partners

We will strengthen domestic steel industry’s competitiveness by building a safer and more
economic steelmaking system, and developing world'’s top-class smart technologies.

We will innovate our R&D centered around cost saving technologies, and develop differentiated
solutions that will enhance the competitiveness of the steel industry to further bolster our position
as the world’s premium steelmaker.

We will build a new business portfolio for future growth to serve as an unwavering anchor for
POSCO Group's business, and put our utmost effort in creating new value and contributing to
society’s development.
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ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO
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MARKETING STRATEGY

WTP (World Top Premium) Product

POSCO introduced the concept of WP (World Premium) products
in 2014 that are made of materials competitive in both technology
and profitability, and has since pursued a marketing strategy cen-
tering on high value-added products. Our World Premium encom-
passes WF (World First), the products that POSCO is developing or
has developed for the first time in the world, WB (World Best) that
is recognized as one of the world's top 3 in the aspects of techno-
logical advancement and economic viability, and WM (World Most)
that refers to products that are not in either WF or WB group but are
highly sought after by our customers and thus are competitive in the
market. In 2019, POSCO introduced another new concept of WTP
(World Top Premium) that includes WF and WB only, without WM,
with a stronger focus on technology and growth potential to further
expand the sales of differentiated top-quality steel products.

Integrated Growth Centering on WTP, realizing the vision
“Business with POSCO”

During the past five years, POSCO has been pursuing “Business
with POSCO” to deliver WP products that meet customer needs
based on our unique technological prowess. The ratio of WP prod-
uct sales in 2014 when it was first introduced was 30%. After a
steady increase, it reached over 50% in 2017. In 2019, we will take
it to the next level, expanding WTP oriented sales and develop-
ing new products to establish our presence in the high-end steel
product market.

Sales and ratio of WP/WP* products
(Unit: 10,000 tons)

Ratio of WP sales 53.49% 55.1%
Il Ratio WP+ sales 3840 47.3%
B 0
1,837
33% 1733
1,597 5 2%7%
1,271 gk
1,021 989
836

2014 2015 2016 2017 2018
WTPSales B
(Unit: 10,000 tons)

2018 sales 961

2019 plan - [ 1,100

CRM System to Meet Customer Needs

POSCO's CRM (Customer Relationship Management) system was
introduced in 2003 and currently manages information from
over 20 thousand customers worldwide. Information is updated
automatically - transaction results of each customer are updated
through the ERP system, and financial/general information is
updated in alignment with credit rating agencies. All custom-
er-contacting departments update customer needs, responses,
and critical issues to the CRM system in real time. Customer infor-
mation in the system is shared with more than 50 business sites at
home and abroad to improve customer satisfaction and enhance
solution marketing activities. POSCO also ensures the swift han-
dling of identified customer needs by linking the CRM system to
the “Customer Promise Management System,” a company-wide
collaboration tool, and the “Mobile CRM System” app used on tab-
let PCs and smartphones enables our field staff to better respond
to customer requirements.

Customer Satisfaction Survey

Every year, POSCO conducts a customer satisfaction survey to
identify customer needs and opinions and to enhance customer
value. In 2018, the survey was conducted by KMAC (Korea Man-
agement Association Consulting), an external professional man-
agement consulting service. Its respondents included POSCO's
294 major customer companies (70 more from the previous year)
operating in POSCO's seven strategic business sectors. It turned
out that POSCO received 89 points at home and 76 points abroad
and 82 points overall, which was up by one point compared to the
previous year. In particular, the level of satisfaction of domes-
tic customers increased by four points over the previous year as
a result of expanding domestic sales and making improvements
in the areas that received lower points in the 2017 survey. This
enabled us to maintain an important advantage over our com-
petitors. POSCO will define new tasks for the 405 customer needs
identified in 2017 and undertake extensive improvement mea-
sures within 2019. For the VOCs that require improvement over
the longer term, relevant departments will organize a TF to tackle
them within this year.

Customer Satisfaction Survey Results (points out of 100)

Classification 2016 2017 2018
Domestic 85 85 89
Overseas 74 78 76
Overall 80 81 82
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Flagship WTP Products

—

The advanced-high-strength steel that is lighter yet stronger

GIGA STEEL

In the “smart” age of electric vehicles and autonomous cars,
POSCO developed GIGA STEEL, the next-generation automo-
tive steel sheet that can significantly reduce the weight of
automobiles.

GIGA STEEL is a state-of-the-art material, and each square millime-
ter can withstand over 100kgs, which means GIGA STEEL the size
of a coin will support the weight of over 10 tons. It is stronger and
lighter than comparable materials such as aluminum and CFRP (Car-
bon Fiber Reinforced Plastic). Compared to aluminum, itis 3.5 times
more affordable and processing cost is 2.1 times lower, and thus
can bring down production costs. GIGA STEEL is also eco-friendly,
as it helps automobile decrease their accumulated CO, emission by
10%. Currently GIGA STEEL offerings produced by POSCO include XF
steel, TWIP steel, DP steel, CP steel, and HPF steel.

—

The new cryogenic material of our dreams that can withstand
temperatures as low as-196°C

High Manganese Steel

POSCO's innovative High Manganese Steel is a mixture of iron
and high levels of Manganese.

The high Mn steel produced by POSCO includes Pos_XD and
PosM_AR. The high Mn steel for slurry pipes (Pos_XD) has twice
the abrasion resistance compared to existing steel pipes, and
was made possible by developing advanced welding technology.
Another high abrasion-resistant product is PosM-AR that allows
a longer lifespan based on its enhanced wear-resistance. This is
ideal for heavy equipment such as excavator buckets, bulldozer
blades, coal transportation equipment and mining equipment as
well as for military applications such as bulletproof gear.

POSCO was the first to succeed in applying HMS to LNG-fueled
vessel fuel tanks. As global regulations on sulfuric acids, nitro-
gen oxides and carbon dioxide are becoming more stringent, we
expect to see an increased construction of LNG-fueled vessels and
a subsequent rise in the demand for HMS for LNG tanks.

PosMAC

—

Highly corrosion-resistant ‘iron that does not rust’

PosMAC has made a breakthrough in corrosion resistance

PosMAC is a highly corrosion-resistant alloy coated steel with
a coating layer composed of zinc, magnesium and aluminum.
Compared to normal zinc coated steel, it is five to ten times more
resistant against corrosion and is called “iron that doesn't rust.”
Photovoltaic (PV)energy structures are exposed to the out-
door environment for an extended period of time once they are
installed, and thus require materials that can withstand corrosive
environments. PosMAC is gaining wide popularity in the PV energy
market thanks to its excellent corrosion resistance. Besides PV
energy structures, PosMAC can be applied in agricultural and live-
stock settings such as greenhouses and animal barns, as well as
for the interior and exterior finishing of high-end buildings. The
possibilities for its application in various industrial sectors are very

promising.

01

GIGASTEEL is the
next-generation auto-
motive steel sheet
developed by POSCO

02

PosMAC s a highly cor-
rosion-resistant alloy
coated steel developed
with POSCO's own tech-
nology

03

This LNG-fueled ship
used POSCO's High
Manganese Steel that
can withstand tempera-
tures as low as -196°C
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The Evolution and Advancement of Solution Marketing
POSCO's solution marketing that started in 2014 has evolved in three
different directions: a “technical solution” that provides customers with
technical support in using steel products, a “commercial solution” that
helps customers create commercial value, and a “human solution” that
wins the heart of our customers based on trust.

We use testing equipment that replicates customer’s operating condi-
tions to develop steel application technologies such as forming, welding,
painting, and performance evaluation. We use the cooperative network
of POSOCO's research facilities in Pohang, Gwangyang and Incheon;
the Group subsidiaries’ research facilities in Sejong, Gumi, Cheonan and
Pangyo; RIST, the specialized research institute of POSCO Group; and
POSTECH, a world-renowned research university specialized in science
and technology, in order to develop sophisticated solutions.

WTP Products by Industry and Model Cases of Solution Marketing

Solution Marketing with the Customer -

Next 50 Years With POSCO

The biennial “POSCO Global EVI Forum” that POSCO has been
organizing since 2010 is a marketing festival tailor-made for our
customer. Its goal is to strengthen business partnership with cus-
tomers and meet and cooperate with prospect customers.

The 2018 EVI Forum celebrating POSCO’s 50th anniversary saw
the biggest attendance since its conception, where 1,400 guests
from around the world came together to congratulate POSCO’s
anniversary and bless the “Next 50 years with POSCO".

H Energy& ¥
f Shipbuilding

- TMC thick plates will be applied to the towers of the Canakkale
1915 Bridge, the longest suspension bridge in the world.

+ Solution providing activities in alternative tenders and struc
tural performance verification (NL steel 2.5m~3m width = TMC
steel, 4m).

+ Secured competitiveness by providing thick wall welding solu-
tions and ensuring transportation quality.

- Applied the TMCP steel (ASTM A841) to pressurized tanks for
the firsttime.

* Has better weldability compared to existing heat-treated steel
— shortened construction period improves economic viability.

+ Has higher productivity compared to existing heat-treated steel
—> improves our response to customer needs.

q CElectric& ¥
f\ Electronic A

Used as replacement for air-conditioner condensing unit
(aluminum coat-ed alloy = PosMAC).

- Applied high corrosion-resistant alloy coated steel (PosMAC)
to air-conditioners sold to warm and humid regions such as
Southeast Asia to reinforce the corrosion resistance of con-
densing units

- Replaced existing Galvalume with PosSMAC — even with less
coating, corrosion-resistance is twice as high, enhancing the
value of the product.

- Developed new household applications for PosMAC, creating
new demand for WTP.

Applied STS329LD to the lining of the sedimentation tank at a
water purification plant.

- The STS329LD was used as lining in the Gyeong-san City Water-
works sedimentation tank (area of 2,587m2).

+ Saved construction cost by 10% compared to epoxy coating,
construction period was shortened by 60%, and maintenance
reduced by 95% (in view of 20 years of repair and reinforce-
ment).

- Developed anchoring that connects concrete and STS pan-
els, and vibration-reducing brackets — earthquake resistance
(improved by 2.2 times).
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TECHNOLOGY DEVELOPMENT

In 2018, POSCO concentrated on developing high value-added
World Top Premium products through World First, World Best
new technologies based on customers’ needs. POSCO maintained
market dominance with products such as GIGA STEEL for automo-
biles, High Manganese Steel for energy, earthquake resistant high-
strength steel, high-end non-oriented electrical steel for electric
vehicles, and API steel built to withstand extremely low tempera-
tures. Adding to them are the development of cost-reducing and
eco-friendly processing technologies that enabled POSCO to keep
its world’s top-notch competitive edge. In 2019, to stay abreast of
the age of the Fourth Industrial Revolution, we will focus our atten-
tion to achieving state-of-the art Smart Factory. We will do this by
leveraging our business expertise acquired through our long his-
tory and know-how with the current digital technology such as
Internet of Things, Artificial Intellligence and Big Data. We con-
tinue to apply smart solutions to our core steelmaking processes,
extending the application of our exceptional smart technology to
other plants. We will also continue our efforts in developing eco-
friendly technologies tailored to the steelmaking industry. To this
end, we aim to minimize our process load and impact on local com-
munities to help reduce GHG emissions and particulate matter
(PM) levels that have recently become a nation-wide concern.

SMART FACTORY =%

POSCO is mobilizing its capacity to maintain the world's top compet-
itiveness in cost and quality by building a cutting-edge Smart Fac
tory to optimize and improve the efficiency of its production process.
In 2018, a total of 40 “Smart” projects were completed including the
converter off-gas control model and work automation, and devel-
oped the Smart safety helmet and distributed 50 units of the wired
version and 100 units of the wireless version in the field. Integrating
artificial intelligence with the ironmaking process that was started in
2016 has advanced both production and quality, making actual dif-
ference. Some of the main examples include controlling the coating
amount in the coating process, automatic operation of the ZRM roll-
ing process, and iron temperature forecasting in the blast furnace.

Automatic coating amount control based on artificial intelligence
We developed an Al-based precision control technology of the CGL
(Continuous Galvanizing Line), which is the core process in the pro-
duction of automotive steel sheets, and reduced the work load and
improved quality deviations that may occur between different work-
ers. This technology that was applied in the CGL at Gwangyang
Works combines the Al-based coating amount prediction model and
the optimization method-based control model, providing real-time
coating amount prediction and adjusting the precise target coating
amount. The automatic coating amount controlling solution, after veri-
fication, will be expanded from the CGL to other processes, leading the
technological advancement in the automotive steel sheet market.

IRON MAKING | |

Reducing cost by discovering low-cost raw materials

and developing utilization technology

Traditionally, small blast furnaces lacked price competitiveness com-
pared to large blast furnaces due to the economy of scale. However,
we discovered new low-priced raw materials suitable for small fur-
naces, developed mixing techniques to increase their efficiency, and
strengthened the refractory spray inside the blast furnace to improve
its utilization. This raised the price competitiveness of small blast fur-
naces to the level of larger furnaces.

Highly efficient eco-friendly sintering off-gas circulation
technology

In order to reduce CO2 emissions and other air pollutants, we
developed technology that circulates the off-gas at the sintering
process to build POSCO’s unique high-efficiency, low-calorie sin-
tering process. This has helped us reduce fuel costs as well as fugi-
tive dust.

STEEL MAKING | |

Developed Cr, V control improvement technology

for the better usage of Roy Hill ore

POSCO owns 12.5% stake of the Roy Hill Mine in Australia. One
issue is the ores produced there have high content of chromium
(Cr) and vanadium (V), which means that only 31% of the offtake
(1.5 Mtpa) is usable. POSCO played a leading role in developing
“Charged V, Cr neutralization and automatic refining technology”
and “Scrap classification by residue components and automatic
use technology,” enabling us to fully use the Roy Hill ores pro-
duced. This, in return, has saved us more than KRW 50 billion in
annual materials cost.

Extremely thick steel plate caster PosMC (POSCO Mega
Caster) developed exclusively by POSCO, is capable of
producing the thickest slabs in the world

Thick steel products, as usually their application conditions are
severe, need to be thickened further to improve their perfor-
mance. While POSCO produced high-end thick steel plates using
the 400mmt slab caster with reduction rate (slab thickness/steel
plate thickness) of 3:1 at a maximum thickness of 133mm, we are
now capable of producing 233mmt plates with the development
of PosMC 700mmt slab production technology,. This allowed us to
complete the full line-up of thick steel plates and their sales order
is expected torise in the upcoming years.
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REFRACTORY

Refractory technology that prevents the blockage of the
casting submerged nozzle to increase clean steel production
The casting submerged nozzle is a refractory that transfers clean refined
steel steadily to the mold. In the past, the alumina inclusion formed
during casting would pile up inside the submerged nozzle causing irreg-
ular movement of molten steel and lower productivity. POSCO devel-
oped a new refractory material and structure to succeed in improving
the uniform movement of molten steel and its productivity.

ROLLING o~

Developed cryogenic toughness thick API steel and 4-high
skin pass technology for high-tensile hot strips

APl is used for the mining and transportation of oil and is also used
under severe conditions such as deep sea and extreme cold. These
extreme conditions resulted in market demands for thicker APL
Thus, we completed developing API-X70 23.8t and API-X80 21.6t, our
extremely thick high-strength steel plates, and built a portfolio that
will enable us to immediately meet requirements for large projects.
In addition, in order to enhance the wave quality of AHSS (Advanced
High-Strength Steel), we applied the technology at the 4-high skin
pass mill that prevents local thermal expansion in the work roll using
the heat pipe, and improved the temper rolling quality of high-tensile
strength steel through hot strip skin passing.

Developed technology for hard spot guarantee for thick API
sour steel service

In response to energy companies’ request for hard spot guarantee
for API sour service steel, we developed technology to predict hard
spots and offer assurance against such flaws. Hard spots refer to
high-hardness regions that are locally created on the product sur-
face: when high pressure is imposed, this could cause the steel pipe
to crack. POSCO developed technology to predict and prevent hard
spots through APT material and accelerated cooling control. Moving
forward, we will develop an inspection device, obtain relevant certifi-
cations, and complete guarantee against hard spots.

Eco-friendly graphite free-machining steel wire rod

In response to the increasingly stringent environmental regulations,
we developed graphite free-machining steel that will replace lead-
based free-machining steel. Unlike the existing free-machining steel
that uses low melting-point elements - lead (Pb), bismuth (Bi) - and
MnS, the new product developed by POSCO uses carbon (C), silicon
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(Si) and manganese (Mn) that induce nodule formation and improve
machinability. This graphite-based free-machining steel has the
same machinability with the lead-based steel. They can be applied
in various ways, and soon we will be developing new WTP (World Top
Premium) products using this material.

Eco-friendly highly corrosion-resistant (PosMAC®1.5) Cr (III)
coating technology

We needed to develop an eco-friendly after treatment solution to
substitute Chromium (VI), as it is subject to the RoHS (Restriction of
Hazardous Substances) regulations. As construction materials need
sufficient corrosion-resistance properties, it was difficult to make
them chromium free or treat them with ordinary Cr (III). To solve this
issue, we developed the first-ever inorganic-organic hybrid Cr (III)
after treatment solution that has equal corrosion resistance to Cr (VI),
while achieving fineness and uniformity for high-gloss and in-pro-
cess blackening-resistance. We plan to tap into new markets through
active marketing, mainly in the developed countries where demand
for eco-friendly products is high.

High-quality PO surface steel to meet global automakers’ demand
Recently, global automobile manufacturers are demanding PO
(Pickling & Oiling) products with surface quality as high as those
for the car exterior. POSCO developed high-quality PO surface
steel production technology, which has been recognized for its
quality by customers.

High heat-resistant insulation coating for non-oriented electrical steel
We developed a high heat-resistant insulation coating product for
non-oriented electrical steel that maintains machinability characteris-
tics (punching, fastening, welding) required by customers while signifi-
cantly improving the deterioration characteristic of the coated layer by
controlling the polymer structure. This has improved the rust forma-
tion after SRA (Stress Relief Annealing) by 90%. We expect this product
will pioneer the premium motor market. We will explore new markets
by establishing new production standards and global quality certifica-
tions inthe high heat-resistantinsulation coating product category.

Stainless steel production technology for bipolar separators
used in hydrogen fuel cell electric vehicles

We developed a stainless steel product for bipolar separators that
has high conductivity without the need for surface coating, based
on high corrosion-resistant stainless steel. Conventionally, carbon
coated titanium or gold coated STS 316 were used to achieve the
required conductivity, which led to high production costs. POSCO
succeeded in lowering production costs by achieving the required
conductivity without coating in the high corrosion-resistant 400
series stainless steel. Taking a leading role in the development of
core material for hydrogen fuel cell electric vehicles, we will surely
dominate the eco-friendly automobile market.
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QUALITY MANAGEMENT

CEOQ's Philosophy on Quality Management

“Let us build POSCO into a centennial company and a proud
corporate citizen by providing the best quality products and
services to grow together with customers, innovate and enhance
competitiveness together with partner companies based on equal
partnership to build a sturdier industrial ecosystem.”

POSCO Quality Charter

POSCO established the "POSCO Quality Charter” that embod-
ies our CEO’s management philosophy and quality principle. The
Quality Charter aims for the world's top quality that will deliver
truly impressive customer experience. To achieve this goal, we
will ensure consistent and unrivaled product quality, and secure
high-quality raw materials by cooperating with suppliers and part-
ner companies.

Management Philosophy

Corporate Citizenship
With POSCO, We're the POSCO

v
Quality Charter
Vision THE POSCO QUALITY
World's Best Quality that will Touch the Customer’s Soul
v
Core Customer Basic Synergy
Value Inside Inside Inside
| | |
Create customer Adhere to the Strive for shared
Code of . .
Conduct value thatreflects : basicsand prin- : growth throughout
even the cus- ciples, and elim- the supply chain
tomers’ potential inate deviation through trustand
needs. and waste. communication.

*The meaning of POSCO Quiality: It means “POSCO is Quality,” and the products
of world’s top quality that will touch the soul of the customer.

Quality Certification Obtained in 2018

POSCO’s Quality Management System

The company introduced the ISO quality management system in
1993 to ensure that our products meet customers’ demand and
legal requirements. In 2003, we acquired the ISO/TS 16949 certi-
fication, the quality management system for the automotive indus-
try, and in 2017, we acquired the IATF 16949 certification to con-
tinue with our efforts to improve the quality management system.

Domestic and International Product Standard

and Quality Certifications

With the recent rise of protectionism worldwide, demand for regional
quality certifications is growing. In 2017, we developed a global stan-
dard certification management system and expanded its application
throughout the company in order to preemptively obtain and system-
atically manage certificates. In 2018, we acquired two international
certificates including ISO 9001 for quality management, 134 national
standards, and 98 collective standard certificates. Meanwhile, for
those customer companies who are unfamiliar with overseas certifi-
cations, we held informational presentations to brief them on certi-
fications in Southeast Asia, including relevant procedures and their
acquisition methods as part of our corporate citizenship activities.

Quality Management in POSCO and Overseas
Manufacturing Subsidiaries

In 2015, POSCO changed its internal audit system to include quanti-
tative assessments on the production departments at Pohang Works
and Gwangyang Works. We also selected 17 quality management
items that are used to evaluate production departments. As a result
of the quality management assessment conducted on all production
departments in 2018, the average score turned out to be 882 points
out of 1,000, which is an improvement from 862 points in 2017. The
assessment was performed on 12 overseas subsidiaries as well, start-
ing with P-Vietnam in 2014. Quality management assessments and
subsequent improvement activities have elevated the level of qual-
ity management system at the overseas subsidiaries on par with the
mother company. In 2018, reassessment was conducted on P-VST
(Vietnam), P-Malaysia and P-Maharashtra (India) to ensure whether
the improved quality management system was being implemented
appropriately, and the new manufacturing subsidiary P-TCS (Thailand)
underwent ts first quality management assessment.

Classification Certification

International (2 standards) 1SO 9001, IATF 16949

National standards in 7 countries (134 standards) KS (Korea), JIS (Japan), MS (Malaysia), SNI (Indonesia), BIS (India), TISI (Thailand), TCVN (Vietnam)

Collective standards in 8 organizations
(98 standards)

ACRS (Australian Certification Authority for Reinforcing Steel), AD 2000 (Pressure Vessel Directive and
Standard, Germany), API (American Petroleum Institute), BC1 (Building and Construction Authority, Singa-

pore) CIDB (Malaysian authority in construction and development), CPR (Construction material standard,
Europe), KEPIC (Korea Electric Power Industry Code), PED (Pressure Equipment Directive, Europe)
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POSCO Supplier Quality Certification

POSCO has been operating the PosQC (POSCO Supplier Qual-
ity Certification) system since 2012 in order to achieve the vision
"With POSCO.” The purpose of this system is to enhance the level
of quality management of partner companies and raw material
suppliers to secure quality raw materials and achieve the world's
highest level of quality competitiveness. According to evaluation
results, partner companies and raw materials suppliers are rated
onascale of Q1 to Q5. Those who get good ratings of Q3 or higher
are awarded separate certificate recognition. In 2018, the num-
ber of companies subject to evaluation rose to 99, and 91 of them
received certificates for Q3 or higher ratings.

POSCO Supplier Quality Certification Evaluation Result

Steel Works

standard standard

POSCO Quality Awards

Since 2011, our CEO has been hosting the annual “POSCO Quality
Awards" to recognize the organizations that effectively operated
their quality management system and achieved excellent perfor-
mance in quality innovation. The award categories are: POSCO
Family, POSCO, Overseas Subsidiary, and Partner/Supplier Com-
pany. They are evaluated in accordance with fair criteria such as
quality management assessment, quality KPI evaluation, and
PosQC. In 2018, the rewards were further segmented and the
prize money was increased to promote benefits for awardees. The
award-winner in the partner company category was Manseo, and
Chosun Refractories was honored in the supplier category.

2018 Quality Award Winners

Category Winner

POSCO Pohang Cold Rolling Dept. Coating Plant, Gwang-
yang Hot Rolling Dept. Hot Rolling Plant No.1

POSCO Group POSCO M-TECH Office of Material Business

Classification 2014 2015 2016 2017 2018

Overseas Subsidiary POSCO China Guangdong Steel

Evaluated companies 58 66 62 77 99

Materials Supplier ~ Chosun Refractories

Companies that rated Q3 or higher 31 56 56 67 91

Partner Company Manseo
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ENVIRONMENTAL MANAGEMENT

POSCO Group’s Environmental Management

POSCO officially declared the CEQ’s environmental policy in 1995
and published the first environmental report in Korea. We also
established an environmental management system and have
since conducted environmental management and improvement
activities in a systematic manner. Based on these activities, on
the first year that ISO14001 - the international standard for envi-
ronmental management - was created in 1996, we acquired the
[SO14001 certification and have maintained it ever since. In 2017,
we have transferred to the 1SO14001: 2015 certification. In par-
ticular, in accordance with the new CEO's management policy,
POSCO aims to grow as a “Corporate Citizen" that pursues not only
economic profits, but also the value of coexistence and mutual
benefits. With this view, we announced 100 reform projects at the
“With POSCO Management Reform Rally” on the 100th day of the
CEOQ's appointment. Among the 100 reform projects, we set “eco-
friendly, high-efficiency smart production system” as our reform
strategy, and “minimizing risk at a time of stringent environmental
regulations” as our implementation project, and we are currently
proceeding with the detailed action plans that we established. We
are implementing the vision, strategy and implementation plans
to build an environmental management system together with
companies we invested in including overseas subsidiaries, sup-
pliers and partner companies. We take environmental and ethi-
cal aspects into account throughout our business conduct, rang-

POSCO Group's environmental management policy

POSCO Group shall reconizes the environment as a key
element of the business strategies, and follow these
poilicies as a corporate citizen that strives to grows
together with the stakeholders.

- We secure global leadership by establishing a group environmen-
tal management system based on 1ISO14001.

- We comply with environmental laws and constantly improve the
environment considering all processes.

- We minimize pollutants by implementing a eco-friendly manufac
turing process and applying optimum prevention technology.

- We contribute to build circular economy and protecting the envi-
ronment and ecosystem by efficiently using natural resources and
by-products.

- Use low-carbon fuel and clean energy, enhance energy efficiency
and develop innovative technologies to reduce greenhouse gas
emissions.

-We open the performance of environmental management to the
public, and lead the company to the sustainable growth.

ing from manufacturing to any and all business activities, and has
earned us positive recognition, such as making it to the RobecoS-
AM’s Dow Jones Sustainability Index for 10 consecutive years.

Environmental Goals and KPI

In consideration of the CEQO’s commitment to environmental man-
agement and internal/external circumstances, we set environ-
mental goals that are categorized by POSCO-Operation Sites-De-
partments-Plants. These goals are linked to our environmental
guidelines and objectives, and their implementation plans are
managed by designating detailed timetables and responsible
staff. In addition, we set KPIs in connection with these goals so
that they can be measured and controlled, and compared with
our past performance. At the company and business sites, in view
of the rising concern over PM, we set the environmental goal of
reducing air pollutants, as well as its KPI as “atmospheric emission
intensity” of Dust, Sulfuric oxide and Nitrozen oxide emitted for
every ton of steel produced. This KPI is reported at the quarterly
meeting chaired by the CEO, along with performance and detailed
action plans. To minimize the amount of waste generated includ-
ing unused materials processed through landfilling, we also track
down on ‘By-product recycling rates’ as another KPI.

KPI
Classification 2017 2018 2024 Formula
Performance Performance  Target

Atmospheric 1.73 178 1.24  Emissionintensity:

emission >(Dust + SOx + NOx

. ) total emission

intensity(kg/T-S) volume) / steel
production volume

By-product 98.4 98.3  98.8 Amount of By-product

recycled / amount of
By-product generated
X100

recycling rate(%)

*Coverage: All of domestic operation sites

POSCO ISO 14001 Certification
(Nov. 1 of 2017~Oct. 31 of 2020)
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Environmental Organization

POSCO operates the Energy & Environment Planning Group at the
head office and the Environment & By-Product Group at the steel-
works, following the new CEO’s emphasis on Substance, Execution
and Practicality. The Environment & By-Product Group at the two
steelworks is responsible for minimizing pollutants in the produc
tion process and increasing the reuse of by-products. This organiza-
tion has separate operating the sections of atmosphere preservation,
water preservation and resources recycling. In particular, the Envi-
ronmental Center that is under its leadership performs real-time pol-
lutants monitoring and operates an automatic alarm system to take
prompt actions when pollutants generated beyond the in-house
limit. The Environment & By-Product Group is also strengthening the
authorization and inspection of pollutant emission/prevention facili-
ties. Fugitive dust, odors and noise reducing technologies are applied
to the field to substantially improve the surrounding environment.
The waste water generated within the processing line is inspected
to enhance our water treatment efficiency and minimize wastewater
discharge, preventing chemical accidents in so doing. Work is under-
way to minimize any waste of valuable resources by identifying new
demand for slug to improve the profitability of such byproducts and
creating high added-value out of these byproducts. The Environment
& By-Product Group strives to minimize environmental risks, max-
imize the reuse of byproducts and build the world's top-level eco-
friendly steel works. In addition to these efforts, POSCO is collaborat-
ing with POSRI (POSCO Research Institute), RIST (Research Institute
of Industrial Science & Technology) and other domestic and foreign
research institutes to analyze environment policies and management
trends, as well as developing relevant technologies.

Environmental Education and Competence Building

POSCO operates capacity-building and mandatory education courses
on environmental management for field staff, internal auditors and
personnel in charge, and provides differentiated training tailored to
fit each job description. Personnel in charge of environmental man-
agement at the company and at each operation site are required to
complete the ISO 140071 lead auditor training. Field staff must take
the “Field Staff Training Course” and internal auditors must take the

Environmental Organizations’ Activities

Classification 1Q(3.E) 2Q(6.E) 3Q(9.F) 4Q(11.E)
Common Performance check for each sector, sharing and discussion
session of issues, establishing new tasks, discovering new ideas
Mainissue Detailedimple-  Performance and major ~ Summation of

mentationplan  issues report for the main ~ theannual per-

foreachkick- policy trend of each sector formance, and
implementa-
off sector }
tion planfor the

following year

Executivein ~ CEO Executivein  CEO
charge charge

Supervisor
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“Internal Auditors Course” at least twice a year with the help of out-
side instructors. In 2018, personnel in charge of environmental man-
agement obtained the ISO 14001 lead auditor certification of the IRCA
after completing the program and undergoing both external and
internal evaluation, and they conducted training for 195 field staff in
26 departments. In addition, 35 employees from Pohang Works and
51 from Gwangyang Works completed the internal auditor training
and served as internal auditors at the field and at the departments.
We also provide optimized education for each job level. Manager posi-
tions responsible for field management share recent environmental
issues and trends as well as information on the operation of environ-
mental equipment (once a month) to enhance their understanding of
environmental management. For engineers who are directly respon-
sible for making improvements at the field, we provide education on
the general topic of environmental management and the basics of
environmental theories (five times a year) so that they understand the
importance of environmental management and the direction to be
taken in their improvement work. The personnel in charge of environ-
ment are gathered once a month to disseminate the goals and regula-
tions related to the environment in order to bring real improvement at
the work sites. Since 2018, we have published “Environmental Knowl-
edge All POSCO People Should Know About,” which is uploaded on
the in-house notice board to help employees improve their environ-
ment-related work. We utilize the Environmental Council jointly oper-
ated between the two steelworks and partner companies to discuss
major environmental issues and the optimization method of environ-
mental equipment (three times a year). From 2019 onwards, POSCO
will further systemize environmental training to provide standardized
educational materials for employees at each job level and establish
training cycles to upgrade environmental management competency
in the field. In particular, POSCO has included five courses on the envi-
ronment including water treatment in the Job Capability Certification
program designed to train professionals at the enterprise level. The
completion/certification results are reflected in promotion evaluation
S0 as to strengthen the relevance of environmental education.

Environmental Education Performance of 2018

Education Course Targets Performance

15014001 Internal Auditor
Training Program

1SO 14001 Training Program

Internal Auditors 86 (twice a year)

Field Staff 195 employees com-

pleted the program

Environmental Management Manger positionin Once a month

Training charge at the field (12 times total)

Environmental law regulations Personnelin Once a month

and trends charge of (12 times total)
environment

“Environmental Knowledge All Regular Once a month

POSCO People Should Know
About” posted on the notice board

employees

Partner Companies Environmental Partner
Education companies

Three times a year
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Environmental Information Exchange

POSCO holds regular internal meetings between the head office,
Pohang Works and Gwangyang Works to exchange the latest
trends in environmental technology and to introduce the optimal
management system for each business site, as well as continuing
technology exchange with overseas steelmakers. We also partic-
ipate in various events such as policy briefing by the Ministry of
Environment, environment-related seminars, and International
Exhibition on Environment Technology & Green Energy (ENVEX),
to learn about environmental regulation trends and reflect them
to our steel plant environmental management system, and collect
environment technology information to apply such information in
improving the environment.

Environment Awards

Since 1997, we have been granting the CEO Environment Award to
departments with outstanding performance in order to facilitate
environmental management and improvement activities. While
the awards were given to organizations within POSCO, POSCO
Group affiliates and partner companies, the scope was expanded
to include overseas subsidiaries and outside organizations in 2018
by reflecting the CEO’'s management philosophy in order to real-
ize our corporate citizenship management principle. The number
and value of rewards were increased as well. Award candidates are
selected based on self-applications and recommendations based
on major environment-related activities, and after the first screen-
ing of achievements and disqualification factors, a second evalu-
ation by the Environmental Evaluation Expert Committee com-
posed of manager-level judges is performed, and the final winners
are selected based on evaluation result.

Response to Environmental Risks

POSCO systematically analyzes and manages risk elements to
minimize environmental impacts as well as management risks
caused by environmental factors. Taking rapidly changing mar-
ket conditions and tightening global environmental regulations as
an opportunity, POSCO is proactively reflecting these changes to
its medium to long-term business strategy and investment deci-
sions. Departments responsible for environment and investment
cooperate closely in identifying, evaluating, and diagnosing envi-
ronmental risks in each stage of the investment review, design,
construction, and operation process. Accordingly, verification pro-
cedures by the department responsible for environment in the
stages of planning, investment, and construction have been made
compulsory since 2014 in order to minimize environmental risks
from new projects. To efficiently respond to tightening environ-
mental regulations from around the world, we continuously mon-
itor the trends of related regulations and government policies to
verify potential business risks and proactively participate in public
discussions to develop reasonable policies.

Inspection of Environmental Risk

In order to prevent environmental risks such as environmen-
tal accidents and regulatory violations, the POSCO head office
conducts diagnoses of environmental risks at POSCO, its over-
seas subsidiaries and POSCO Group affiliates, and diagnosis and
improvement results are reported to the CEO. At the steel works,
daily environmental patrols for the atmosphere, water and waste
are conducted to minimize the impact on the environment. The
Environment Control Team is operated throughout the year to
address environmental risks at the steel works.

In addition, special inspections are also performed on key man-
agement areas in consideration of seasonal factors, and during
high-risk times such as weekends, holidays and nighttime. Since
October 2015, the Clean SYS staff have performed on-site patrols
during the nighttime and monitored environmental data to check
for any cases of inappropriate facility operation. Since June 2017,
separate patrol teams have been conducting environmental
inspections during weekends and holidays. Such weekend and
holiday patrols were previously operated only when required due
to seasonal factors - checking water drainage during the rainy
season or controlling fugitive dust during harsh winds in winter.
As they proved to have outstanding environmental improvement
benefits, however, they have been conducted throughout the year
since 2018.

Environmental Risk Management Process

Identify Risk & Opportunity

Measure

S)NsaJ YPeqpPa’) 123|)9Y

Response -
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Environmental Performance

At POSCO, we promote the effective operation of our environ-
mental management system to minimize the impact our business
might have on the environment, and we review the effect of our
environmental improvement and management activities through
the monitoring and analysis of our environmental performance.

Environmental Management System

Since we first acquired the ISO 14001 certification (international
standards for environmental management) in 1996, we have
received annual follow-up management and recertification exam-
inations conducted by outside expertinstitutions. Every year, com-
pany-wide internal reviews are performed on our environmental
management system under the supervision of the environmental
department while compliance assessments are made on govern-
mental regulations as well as in-house regulations and internal
standards. Individual departments also conduct their own inter-
nal evaluations and compliance assessments at least once a year.
The results of these evaluations are reported to the CEO, and are
used to revise our environmental strategies and goals to further
enhance the efficiency of the system. During internal evaluation
and compliance assessment a checklist of the environmental man-
agement system and compliance items was used to ensure objec-
tivity and consistency. Meanwhile, specific issues were selected as
the theme of the year, (such as chemical substance control; emer-
gency response plans and drill results; and air pollutant reduction)
and intensive inspections in collaboration with outside certifica-
tion institutions were conducted to pinpoint and improve on areas
that required greater attention. Since 2015, we have been taking
the ERP-based POEMS (POSCO Environment Management Sys-
tem) one step further. We are building the “New POEMS", which is
a web and mobile-based integrated environmental performance
management system. The New POEMS consists of eight processes
- environmental monitoring, air quality control, water quality con-
trol, byproduct control, soil and underground water control, chem-
icals control, general management information, and environmen-
tal cost - to ensure the systematic management of the company’s
environmental data. Air and water pollutant data from our two
steelworks are transmitted to the government in real time through
the TMS (Tele Monitoring System). Other major environmental
data are disclosed transparently to employees and local residents
through electric display boards. In particular, the mobile environ-
ment monitoring system is applied in performing on-site patrols
for effective site environment control.

POSCO conducts online environmental impact assessments so
that the personnel in charge can identify elements that affect
the environment and perform impact assessments to establish
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mitigation plans. Reflecting the opinion of senior management
and employees, multiple systems, that were operated in silo to
deal with quality, safety and environment in order to analyze the
impact in advance and establish response measures, were inte-
grated into a single system in 2018. This system integration helped
resolve the issues caused by omission or redundancy in address-
ing modifications.

Water Management

Recognizing water shortage as a critical global issue, POSCO
strives to increase water recycling and develop alternative water
sources with the goal of reducing water consumption and increas-
ing co-prosperity with local communities. Considering that steel
production uses a large amount of water, POSCO has invested con-
siderable efforts into the reuse of water consumed in the process
of steelmaking. In particular, we procure a portion of our water
intake from reclaimed water by reusing urban sewage water and
desalinating seawater, thus contributing to conserving water
resources on a national level.

Pohang Works promotes the improvement of water management
systems and processes, with an aim to facilitate water reuse and
optimize water management. First, collected water is treated by
water purification facilities before being supplied separately to
each factory as fresh water and purified water. Wastewater, gray
water and cooling water from each factory is separated and col-
lected through independent drainage facilities. Wastewater is
treated through primary and secondary processes at each fac-
tory and then brought to the final wastewater treatment facilities
before being discharged. Wastewater containing low concentra-
tion of chlorine ions (Cl-) generated from rolling factories is trans-
ferred to water purification facilities through separate pipelines for
treatment and reuse. Gray water is collected into gray water treat-
ment facilities for biological treatment before being used as clean-
ing water. Cooling water, sprinkling water, and rainwater is treated
at rainwater processing facilities for reuse as industrial water and
sprinkling water for yards and roads. Meanwhile, POSCO signed
an MOU with Pohang City in 2008 to reuse the water treated by
local sewage treatment facilities as a solution to water shortages
in local communities. Since 2015, POSCO has used 80,000 tons of
treated water a day for industrial use. Moreover, we take 20,000
tons of underground water a day instead of dam water, contribut-
ing to solving water shortages in local communities.
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Gwangyang Works uses 210,000 tons of water daily through the
nearby Seomjin River water dam. However, the drought that lasted
for the past few years and multiple upriver dam constructions have
caused decreases in waterflow in the downstream region. Thus,
local communities including the Yeongsan River Environment
Agency have been strongly demanding POSCO to reduce indus-
trial water usage in order to help them mitigate the risk of water

shortages.

In response to such demand, Gwangyang Works built a seawater
treatment facility (30,000 tons/day) in 2014 in spite of its higher
costs compared to the use of dam water, and is now using 20,000
tons of treated seawater a day. Gwangyang Works is also increas-
ing its reuse of wastewater in order to further reduce water con-
sumption. In 2018, Gwangyang Works improved on the corro-
siveness of wastewater by using low-chlorine water treatment
chemicals, and increased the number of locations capable of using
recycled water. Wastewater purification using membrane technol-
ogy is also under development. In addition, wastewater generated
at our factories undergoes preliminary treatment at each factory
before being sent to the final wastewater treatment facility for the
secondary treatment in order to minimize the discharge of water
pollutants. These second and third treatments ensure safe treat-
ment and the discharge of major pollutants such as COD and T-N
at the final drainage outlet. POSCO has participated in the Water
Management Project (2007 -2011) hosted by the World Steel Asso-
ciation and continually improved its water management program
by utilizing the "WBCSD Water Tool", a supply chain water man-
agement guideline recommended by the WBCSD (World Business
Council for Sustainable Development). In 2016, we joined the CDP
Water Disclosure to disclose information on our water manage-
ment.

Air Quality Management

POSCO implements various activities to improve air quality at our
steelworks and in the surrounding region. We adopt stricter air
quality criteria than those required by environmental laws and
operate mobile monitoring systems for site patrol to identify and
promptly improve environmental risk points, contributing to main-
taining clean air around worksites. Particularly, we have installed
additional air quality measuring stations and dust analyzers at
the site boundaries and in the vicinity of our factories to continu-
ously improve air quality. We operate the Environment Center to
monitor the air quality of Pohang Works and surrounding areas.
Major emission facilities within Pohang Works are equipped with
24-hour automatic measurement systems, and if the set inter-
nal limit (80% of the legal limit) is reached, the automatic alarm
enables us to quickly remedy the situation to prevent pollution.
PM and noise measurment devices have been added at the site

boundaries, replacing old PM and odor measurment devices to
systematically monitor the emission of air pollutants. Pohang
Works operates a linear storage yard (95,000-ton capacity) for
supplementary materials as well as coal storage silos (540,000
tons) to reduce fugitive dust at the source, and water sprays, cov-
ering cloths and surface hardeners are used as well. Other activi-
ties include creating green plots and spraying water on the roads
near the steel mills. Recently, we installed a dry fog system for pilot
testing, which sprays fine water particles between 50~150um, to
evaluate the efficacy of the device. We expect that this new system
will overcome the limitations of the current water spray system,
which can’t be used during winter and results in production qual-
ity degradation, and be much more effective in reducing dust par-
ticles as the surface area is 1,000 times larger than conventional
water droplets.

Gwangyang Works signed the 1st and 2nd voluntary environ-
mental agreements of the Gwangyang Bay area (1st: 2006~2010,
2nd: 2012~2016) and has implemented measures to reduce the
emission of nitrogen oxides, sulfuric oxides, dust and VOCs (vol-
atile organic compounds). The emission of air pollutions declined
by 24.7% (from 2003) and 32% (from 2008) under the 1st and
2nd agreements respectively. Although the voluntary agreement
period has ended in 2017, Gwangyang Works continues to abide
by the total air emission limit defined according to the environ-
mental impact assessment agreement. Emission density targets
are set for each factory, and their emission is monitored in real-
time, while the sintering off-gas cleaning facility steadily controls
the air quality.

We are also putting much effort in addressing the PM issue that
is becoming a major concern of the country. In 2017, we estab-
lished a comprehensive PM reduction measure and investment
road map. In 2018, we replaced old spray pipes, enclosed trans-
ferring facilities, conducted a pilot project of enclosing the yard,
and installed more dust collectors, and we are continuing with this
line of investments. In order to reduce fugitive dust at the yard as
much as possible, we continue to cover all the piles that can be
covered, and for those that cannot be covered, we spray water
and surface hardeners. In addition, we continue with greening the
steel mill area. We planted 688 trees (6 species) in 2018 and the
green area has expanded by 3,600m2. The green area in Gwang-
yang Works has reached 22.2% of the total site area, maintaining a
high level of green land.
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By-product Management

All collateral materials produced during ironmaking are called
byproducts collectively. We are implementing a variety of activities
to make valuable use of the byproducts produced at steel works
and minimize waste discharge.

Slag takes the largest portion of the by-products produced during
the iron smelting process at the steel works. Most metal elements
exist as oxides in ore form in the natural state, and iron ore also
exists as various oxides. Ironmaking is a process of separating
the iron from the raw ore, and the silicon, aluminum and calcium
remain in the molten state above the molten iron, which is called
slag. Approximately 500 kg of slag are generated per ton of iron
produced, and slag is low in harmful heavy metal content, making
it a viable eco-friendly construction aggregate. When blast fur-
nace slag in smelted state is cooled down rapidly by spraying pres-
surized water, it turns into granulated slag and is used as cement
material. Compared to limestone, granulated blast furnace slag
does not emit greenhouse gases during production, making it
an eco-friendly material. Steel works is equipped with granulated
slag production facilities at all of its nine blast furnaces. In 2018,
91% of the smelted slag, which amounts to 10.99 million tons, was
made into granulated slag and recycled in an eco-friendly method.
Steel works recognizes these byproducts as resources, and con-
tinues its endeavors to discover their new applications that will
reduce the use of raw materials and the generation of waste, in
order to become a resource-recycling steel works. As a result of
such efforts, Steel Works reused 98.3% of the 24.23 million tons of
by-productsin 2018.

By-product recycling (Unit: 1,000 ton)

Category 2015 2016 2017 2018
By-products Generated 23,960 23,370 23,760 24,227
Recycling/Sale 23,560 22,990 23,370 23,813
Disposal 400 380 390 413

Chemical Substance Management
Strengthening chemical substance management

Recognizing the grave impact chemical substances have on the
environment, safety, and local communities, POSCO focuses on
preventing accidents involving chemical substances that are han-
dled at our steelworks. First, hazardous chemical substances that
are supplied to steelworks are continually monitored by a compa-
ny-wide chemical substance distribution management system for
the amount of usage, storage, and data on the facility that uses
them. Furthermore, to fundamentally reduce risks, we are devel-
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oping technologies to replace hazardous chemicals with low haz-
ard substances, or to reducer the use of those chemicals. In 2017,
we established a real-time leakage detection system in order to
monitor the chemicals leaked from all chemical substance han-
dling facilities. To prevent and respond to chemical accidents
occurring in the Pohang Industrial Complex area, we are cooper-
ating with the Daegu Regional Environmental Office as the lead
company of the Chemical Safety Management Community. At the
same time, we are committed to protecting our steelworks from
harmful chemical substances by offering systematic safety train-
ing and accident prevention training.

Pohang Works has 10 special emergency rescue vehicles to
respond to chemical spills, and a team of 43 experts is on call,
operating the Accident Prevention Center. Not only is Pohang
Works equipped with the highest-level unmanned articulating
water tower fire engine that can spray water up to 105 meters
high and with hazmat apparatus and ambulance, but all operating
rooms and handling facilities have impermeable hazmat suits and
safety gear nearby (120 total) under systematic management.

Pohang Works Chemical Accident Response System

Type 1 Emergency Response System

Director
of Pohang
Works

Type 2 Emergency
Response System

Head of Safety and Accident Prevention Group

Self-response
System

Self-response -

Disaster Preven- g ReEeEn
B el Tz | tion Section
| Security Control
Health Promo- Section
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| Disaster Pre- Facilities Tech-

vention Team Water Quality r— nology Depart-
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Gwangyang Works handles a total of nine types of hazardous
chemicals (sulfuric acid, hydrogen chloride, sodium hydroxide,
etc.) for the purpose of coating, water treatment facility pH con-
trol, off-gas purification and others, and one type of hazardous
chemical substance is generated in the iron and steel making pro-
cess (carbon monoxide in the byproduct gas of BFG/LDG). Thus,
we are paying our utmost attention to preventing chemical spills
through the tight control of hazardous substances. In 2018, we
conducted two special inspections over the whole 270 facilities
that handle hazardous chemical substances, and those facilities
that do not meet the Chemicals Control Act standards will make
necessary improvements by the end of 2019. In addition, we are
undertaking a three-phased investment project to build a chemi-
cal spill detection system, and 160 locations in phase 1 (until 2016),
and 240 locations in phase 2 (until 2018) have been set up with the
detection system. The last and third phase involves 900 locations
that will be fitted with the detection system by the end of 2019.

We also conduct vigorous training for employees who handle haz-
ardous substances, and 1,257 employees completed the train-
ing program in 2017, and 549 in 2018. Other POSCO employees
and partner company employees who do not directly handle such
chemicals also receiving training (including online training).

We report and disclose the usage of hazardous chemicals and the
discharge of chemicals to the government each year. We build a
model that calculates the scope of effects in case of a spill, and
this information is disclosed as well. Restrictions on chemical
substances contained in products are increasingly tightening

Chemical Accident Prevention Training through Private-Public Cooperation

Human casualty occurs Evacuating the injured

Reviews and comments (Gyeongbuk
Province Environmental Safety Dept.)

-4“4

Handling waste Measuring the concentration
of residual chemicals

across the world. In response, POSCO discloses test certificates
on MSDS2), REACH3), and RoHS4) by each chemical substance in
accordance with EU's Restriction of the Use of Certain Hazardous
Substances and the latest SVHC1) candidate list through its e-com-
merce system(www.steel-n.com), which is open to the public. We
are also preparing information disclosure on imported and pro-
duced chemical substances in response to the REACH and Act on
Registration, Evaluation, etc. of Chemicals.

1) SVHC (Substances of Very High Concern): If a product is manufactured or imported
by more than 1 ton and it contains over 0.1% SVHS compared with total weight, the
manufacturer or importer must report the content to ECHA (European Chemicals
Agency).

2) MSDS (Material Safety Data Sheets): A program to manage material safety and health

3) REACH (Registration, Evaluation and Authorization and Restriction of Chemicals): The
EU’s new chemicals management system

4) RoHS (Restriction of Hazardous Substances): Guidelines to restrict the use of certain
hazardous substances initiated by the EU.

Chemical Substance Discharge (Unit: ton)
Classification 2015 2016 2017 2018
Pohang Works 39 44 42 47
Gwangyang Works 39 38 39 46

Decontamination (caustic soda + cal-
cium hydroxide)
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Photovoltaic Power Generation Project Using Idle Land
Pohang Works signed an MOU with POSCO ICT to undertake a
photovoltaic (PV) power generation project by using idle sites in
the complex, and its construction is now completed. In Novem-
ber 2018, we installed a rooftop PV energy system in the parking
lot of the Hyupdong Sports Facilities with a capacity of 22,900V,
466.2kW, which can power 150 households annually. This will also
serve to provide shades for customers using the parking lot during
the summer. We installed a test PV panel system and a small tur-
bine generator on the rooftop of the Electrical Steel Plate Sub-Cen-
ter No.3, to review the efficacy of installing PV and wind power
generators in the rolling factory area at Pohang Works. We will
review their efficiency during test operations to decide whether
we will expand the project within the complex.

Hypdong Sports Facility and rooftop of the Electrical Steel Plate Sub-Center No.3

Communication with Stakeholders

Having joined the Pohang Eco-Friendly Corporation Promotion
Council launched in 2003, Pohang Works performs voluntary
activities to reduce contaminants and to improve the environment
around the industrial complex. Especially in 2016, the company
joined an industry-academic-public-private council in Pohang,
under the Eco-Friendly Corporation Promotion Council, working to
improve the air quality in the industrial complex and strengthen
environment improvement activities for local communities. We
also signed a sisterhood relationship agreement with local com-
munities to share ideas on environmental issues and to continue
communication with them.

Numerous partner companies are situated within the Gwangyang
and Pohang Works complexes to support our production. When
partner companies perform environmental management activi-
ties individually, this could make it difficult to pinpoint where the
responsibility lies when anissue occurs or results in inefficient and
overlapping investments. As such, we established a separate Envi-
ronmental Council for Pohang and Gwangyang Works respectively
to assist partner companies in preventing environmental risks and
generating synergistic effects in environmental management. The
Councils hold quarterly meetings to discuss major domestic envi-
ronmental trends and issues, discover best practices of work site
improvement, and benchmarking peers in other similar industries.
We will continue the regular convening of the Environmental Coun-
cil to enhance our response competence against tightening regu-
lations and react preemptively to environmental issues.
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At the Gwangyang Works, 17 partner companies participated in
the Gwangyang Environmental Council, and in 2018, they identi-
fied 217 environmental improvement projects and completed 113
of those projects. In addition, the Environmental Council Meeting
was held to share best practices and host lectures joined by com-
petent authorities such as the Jeollanamdo Province and Gwang-
yang City, to learn about the direction of the government'’s envi-
ronmental policy and discuss activities to be taken in response.

The Environmental Council will continue to serve as the control
tower for the integrated management of our environmental diag-
noses and improvement activities at the two Steel Works. Gwang-
yang Works has been a member of the “Gwangyang City Sustain-
able Environmental Council,” an industry-academic-public-private
council created in 2012 to share ideas on the future-oriented
aspects of local environmental issues. The Gwangyang City Sus-
tainable Environmental Council hosted the Korea Society of Waste
Management Symposium at Gwangyang Works and contributed
to promoting resource recycling in the Gwangyang region. In
addition, Gwangyang Works participated in the environmental
impact assessment performed for several large-scale projects in
the region such as the Yeosu Integrated Energy Project, Gwang-
yang Bioenergy Project, and Private Park within Gaya Mt. Public
Park Project. During the assessment process, Gwangyang Works
actively presented opinions and ideas to preserve the environ-
ment, and we helped set in motion the Insun ENT landfill project
that had remained stagnant for years. Other activities include the
substitute designation of a wildlife preservation area in Gwang-
yang City, and a toilet refurbishment project for vulnerable groups.
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Biodiversity Preservation Activities

POSCO continuously monitors the pollution status of the sea and
sediments adjacent to the steelworks as well as changes in the
number of marine organisms. In particular, we carry out cleaning
campaigns to protect marine ecosystems affected by industrial
activities, through the Clean Ocean Volunteer Group organized in
2009. In addition to weekly underwater cleaning volunteer work
in Yeongil Bay, we also cooperated with external institutions such
as the government and water rescue volunteer groups to improve
the environment of our local community. The total number of vol-
unteer activities executed as of 2018 exceeds 500.

POSCO continues its efforts in restoring marine ecosystems by
using steel slag to build marine forests. “Triton,” used for restoring
coastal areas affected by rising seawater temperatures, is effec-
tive in restoring marine organisms in the ecosystem within a short
period.

Steel slag is a byproduct generated during ironmaking, and is
the main material for Triton. Its mineral content, particularly cal-
cium and iron, is higher than that of general aggregates, and thus
is effective in promoting the growth and photosynthesis of sea-
weeds, and in purifying polluted sediments and water. Marine
forests made with Triton are also able to fixate CO2 through the
carbonization of slag and the photosynthesis of seaweed. In par-
ticular, three types of Triton artificial reefs (Type A, Type T, and
combined steel type) were approved by the Ministry of Oceans
and Fisheries as a general reef, and were used in marine for-
est and marine farm building projects conducted by the cen-
tral and municipal governments. By 2018, a total of 1,418 Triton
reefs and 12,200 small boulders were applied in undertaking
marine resources restoration projects, and the restoration area
was expanded. Triton marine forests contribute to restoring eco-
systems through the diversification of species living in them, are
developed through the use of low carbon materials, and are capa-
ble of fixing 10-20 tons of CO2 per year per hectar with the help
of the photosynthesis of seaweeds. Triton marine forest technol-
ogy utilizes the byproduct generated during ironmaking process
and contributes to environment conservation as well as marine
ecosystem restoration and carbon dioxide emissions reduction.
As such, it was introduced at the WCC (World Conservation Con-
gress) and WBCSD (World Business Council for Sustainable Devel-
opment) as a best practice. Meanwhile, slag is also used as rock
wool material and contributes to energy conservation in buildings
for its high insulation properties. For its potential to replace the
natural aggregates used for road construction, slag contributes
to curbing the exploitation of natural sand and rock mountains,
and to conserving natural resources as a low-carbon eco-friendly
material.

Triton Marine Forest
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Environmental Performance Data
Index Name Unit 2015 2016 2017 2018
Air pollutant emission Sulfuric oxide thousand tons/year 26.9 25.8 25.0 242
Nitrogen oxide thousand tons/year 40.2 39.1 36.1 39.2
Dust thousand tons/year 34 35 33 3.2
Water intake Water usage million m*year 155.1 154.5 160.8 160.3
Urban water million m%year 349 344 37.2 358
Surface water million m?year 113.6 11.9 116.9 117.9
Groundwater million m%year 6.5 8.3 6.6 6.6
Wastewater discharge million myear 57.2 56.2 57.8 60.6
Waste discharge Generated waste ten thousand tons/year 172 1,110 1,059 1,130
Recycled waste ten thousand tons/year 1144 1,051 1,020 1,089
Treated waste ten thousand tons/year 27 59 39 40
Landfill (self/outsourced) ten thousand tons/year 24 59 32 34
Incineration (self/outsourced) ten thousand tons/year 3 7 7 6
Chemical substance discharge tons/year 78 82 81 93
Environmental facilities Air billion KRW 92 70.9 100.9 102.9
investment Water billion KRW 34 26.8 50.7 18.9
Recycling and others billion KRW 43 521 449 294
Environmental costs Environmental facilities/recycling billion KRW 778 804 801 780
Depreciation billion KRW 174 174 189 203
General maintenance cost billion KRW 51 52 51 72
Environment-related R&D billion KRW 10 14 13 13
Energy recovery billion KRW 47 56 51 51
*The numbers above are the sum of Pohang and Gwangyang Works, and as Gwangyang Works has acquired the wastewater treatment license,
the recycled wastewater and rainwater of Pohang and Gwangyang Works were added.
*Coverage: All of POSCO'’s domestic operating sites
Green Purchasing
Classification 2016 2017 2018
No. of Amount No.of Amount No. of Amount
Products (million KRW) Products (million KRW) Products (million KRW)
Government-  Environmental certification mark 181 2,424 194 2,793 174 2,165
certified products
green Recycling certification products 9 18 1 33 15 44
products (GR certification)
Energy conservation certification 737 6,851 1,213 10,239 1,160 9,773
product (e mark)
Hazardous substance reduction 3,791 96,274 5,038 130,802 5,103 144,459
certification product (RoHS)
Total 4,718 105,567 6,456 143,867 6,452 156,441

*Coverage: All of POSCO’s domestic operating sites
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ENVIRONMENTAL INVESTMENT

POSCO’s Goal is to Reduce Air Pollutant Emissions
by 35% by 2022

Investment of KRW 1.07 trillion in Environmental
Management by 2021

POSCO plans to invest KRW 1.07 trillion by 2021 to reduce PM (par-
ticulate matter) emissions. First of all, we will build an SCR (Selective
Catalytic Reduction) system that can drastically reduce nitrogen
oxide emissions. An SCR system converts nitrogen oxides (NOXx)
into harmless N2 and Oz before they are released into the atmo-
sphere. Using this system is known to reduce NOx emissions by
65%~85%.

POSCO will invest KRW 200 billion in three sintering furnaces by
2020, and KRW 130 billion in 15 by-product gas power plants to
install more SCR systems, thereby removing NOx more efficiently.

Six old by-product gas power plants will be shut down by 2021 and
KRW 350 billion will be put into replacing them with new power
plants in order to minimize the emission of air pollutants. We are
currently conducting environmental impact assessments, and plan
to begin construction in 2019.

@ Ve operate the TMS (Tele Monitoring System)
at the Atmospheric Environment Center

At the same time, investments will be made to reduce
the fugitive dust produced during the steelmaking
process. Currently, we are operating silos that are
closed structures that prevent dust from scatter-
ing, and 33 indoor storage facilities with a 1.79-mil-
lion-ton storage capacity. We will invest KRW 300
billion by 2020 to newly construct ten indoor stor-
age facilities including eight more silos that will add
400,000 tons of storage. We will also spend KRW 90
billion to build a new slag cooling yard and install
more dust collectors.

We are also actively developing new technologies by
improving the filter structure of dust collectors and
incorporating “smart”technology to increase the effi-
ciency of our environmental management facilities.
With such efforts, we expect to reduce our air pollut-
ant emissions by 35% by 2022.
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PM in Pohang and Gwangyang Found
to be Below National Average
The Effect of Real-Time Air Quality Control

POSCO has been allocating 10% of its facility investment bud-
get to improving the environment. As a result, PM density in
the vicinity of the steel works has steadily decreased and is
now lower than the national average. Taking into account the
fact that our steel production has increased from 33.7 million
tons in 2010 to 37.21 million tons in 2017, it is indeed a signif-
icant achievement.

The Ministry of Environment's survey shows that the annual
averagePM levels in 2017 in Pohang and Gwangyang were
39ug/m and 37ug/m respectively, which are lower than the
average of the 96 cities and counties (45ug/m) in Korea. The
atmosphere monitoring system installed at the edge of the
steelwork grounds and nearby areas enables the real-time
monitoring of air quality, and we strive to minimize our atmo-
spheric environment impact depending on weather condi-
tions. In particular, the “Mobile Environment Monitoring Sys-
tem” allows us to monitor PM density in real-time, and take
immediate action when abnormal signals are captured.

National average PM level PM level
PM level in Pohang in Gwangyang

ECTE 30.: A 37.- A

Prior to the implementation of the Special Act on
Particulate Matter Reduction and Management,
we signed “the Voluntary PM Reduction Agree-
ment” with the Ministry of Environment on January
25,2019, and the Joint Response Agreement on PM
Reduction with Gyeongsangbuk-do Province and
Daegu City. When an emergency PM reduction mea-
sure is issued, POSCO uses hard coal with low nitro-
gen content in its sintering furnaces to reduce the
emission of nitrogen oxides, spray more water in
the roads and yards, and execute vehicle restriction
measures. We will also improve the environmental
facilities’ performance and develop process inno-
vation technologies, taking the lead in reducing PM

emissions.

e —— Picture of the Pohang Works Environment Center
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- Does not contain environmentally harmful substances,

- Does not use fossil fuels
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ECO-FRIENDLY PRODUCT

Type of Eco-Friendly Technologies
Applied in Product Development

Eco-Friendly Product
Development Status

49 50
46

Reduction of ’I 3
harmful elements type

46%

reduces electromagnetic waves, noise and vibration

2016 2017 2018

Ratio of eco-friendly products
that were developed (%)

Energy
conservation 7 2 type

- Lightweight vehicles, removal of process and/or

heat treatment 20 21

- Increases energy efficiency, improves processability (3 17

stenton 2 /yoe 17ype

- Increases the product life span through

. . : : 2016 2017 2018
corrosion resistance, fatigue resistance and
improved durability. Number of eco-friendly steel

product types

* Cumulative number of steel types between 2014 and 2018

Major Eco-Friendly Products

Hot Rolled

CT110 for Coiled Tubing

With recent oil price fluctuations, studies are being conducted widely to increase
the yield and efficiency of oil well operations. One possible option is to remove
foreign substances from old oil wells to improve their functionality, and the main
steel product used in this process is coiled tubing. Coiled tubing is inlaid with spe-
cial materials within the steel tubing, and is used with high-pressure gas or water
to clean the oil well and be rolled back out of the well pipe. They are made in units
for easy transportation, and can be used multiple times anywhere between two to
sixty times according to the condition of the oil well, and is one of the representa-
tive eco-friendly products. The newest API-CT110 has the highest strength in the
hot rolled product group. After pipe making Yield Strength was obtained 110 ksi

(758 MPa) at the steel pipe, and improved fatigue resistance by 35% in high pres-

@® — Coiled Tubing

sure environments compared to existing product. Various chemical elements were
added to improve its strength and corrosion resistance features.
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470FC for PEMFC (Polymer Electrolyte Membrane Fuel Cell)

. - /
The bipolar separator, which is a core component of the hydrogen fuel cell, connects Fuel cell stack Hydrogen tank

electricity created at each cell, distributes reactive gases and provides mechanical
support. The separator that works under high acidity conditions requires high corro-
sion resistance, low surface contact resistance (high conductivity,), and exceptional
formability in its thin plate state. POS470FC meets all these requirements with its

Motor and gear box Backup b'attery
high corrosion resistance, low surface contact resistance and easy formability.

Existing materials used for bipolar separators to increase conductivity were either
gold (Au) on STS, or carbon (C) on titanium. However, POS470FC is highly economic
because it maintains conductivity without any coating. POS470FC was used in man-
ufacturing Hyundai Motor's hydrogen-powered electric vehicle Nexo that was Bipolar separator,
launched in 2018, and we expect its demand to surge in the upcoming years.

{
N

Electrical Steel

Traction Motor

25PNX1250F

Due to tightening regulations on automobile fuel effi-
ciency and carbon emission trading, interest is ris-
ing in eco-friendly vehicles such as EV (Electric Vehi-
cle) and HEV (Hybrid Electric Vehicle). 25NPX1250F
has low core loss (high efficiency) and high magnetic
flux density (high torque) properties. When applied to
eco-friendly automobile engines, it can increase their
efficiency by approximately 2% and help reduce their
carbon dioxide emissions.

Automobile

PAT980T ° —— Automotive parts applying the 980TRIP

Steel normally becomes less formable when its strength is enhanced,
but POSCO GIGA STEEL has succeeded in overcoming this problem.
GIGA STEEL shows higher strength in the same thickness as other
steel sheet products, which allows for making thinner parts, and thus

lighter automobiles that can decrease CO2 emissions during their
total life cycle starting from material production and use to recycling r g ... ® Reinf. Sill OTR

after disposal. In particular, 980TRIP can post an elongation rate of ﬂ
more than 21% at tensile strength of over 980MPa leveraging TRIP

(Transformation Induced Plasticity) effect from the residual austen-

ite. Auto parts with complicated shapes can be easily formed with- “++® Pillar Hinge m
out heating, and this represents a breakthrough ultra-high-strength

product that will replace the hot press forming of auto parts.
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CIRCULAR ECONOMY AND THE FUTURE OF STEEL

The steel industry has a large volume of production due to the demand of shipbuilding, automobile and other downstream industries. There-

fore, it is common to perceive that the steel industry consumes a huge amount of energy and thus puts burden on the environment. There

are various advantages to be found, however, from the LCA (Life Cycle Assessment) perspective that takes into account the whole life cycle

of each steel product from raw material mining to production, usage, disposal and finally recycling

a7

© PRODUCTION

Major by-products generated in the steelmaking process are slag and
by-product gas. These can be put to use both inside and outside of the steel
works, contributing to the conservation of the environment as resources.

PosMent PosMent is a slag cement that is made by adding approx-
imately 30~60% of granulated slag powder to ordinary cement. This
can be used as a substitute for clinker, which is the interim material for
cement, thus contributing to saving energy consumption and reducing
CO; emission.

Calcium silicate fertilizer This is the granulated form of slag. The
silicic acid within slag prevents the oxidation of soil, increasing rice har-
vest and enhancing their quality.

Triton (reef) Triton is made from slag aggregate and slag cement. Its
high mineral content promotes the growth of seaweeds that absorb
CO; and thereby has the effect of fixing carbon in the sea.

* Triton was presented as a best practice at the WCC and WBCSD

Slag aggregate When replacing natural aggregates used in concrete
and road construction with slag aggregates, it deters the exploita-
tion of natural sand and stone mines, as well as saving energy that is
required in the mining and processing of aggregates.

By-product gas All the by-product gases generated within the steel-
making process are recovered and re-used as energy source within the
process and for power generation.

Coal tar Artificial graphite made from coal tar, a by-product from the
coke production process, is used as EV battery material.

© usk

Lightweight automobile Increases fuel efficiency and

reduces greenhouse gas emissions.

*When the weight of a caris reduced by 10%, its fuel efficiency is increased
by 5~8% *(Vehicle Technologies Office, The U.S. Department of Energy).
CO:z emission can be reduced by as much.

Longer product life of steel products Using highly
corrosion resistant steel in corrosive environments such
as the sea or water (i.e. marine structures and wind tur-
bines) ensures longer usage, helping to minimize the
use of resources and pollution when the time comes to
rebuild such structures.

High-rise buildings If conventional construction steel
is replaced by advanced high strength steel, it is possible
to use 50% less steel in building skyscrapers compared to
50 years ago. (source: Steel FACTS from the World Steel Association)

—

9 END-OF-LIFE TREATMENT & RECYCLING

When the life of a product ends, many materials that went
into that product are buried or incinerated due to diffi-
culty in recovery, but steel is easy to pick out and recover
and be used repeatedly.

Magnetic separation As steel sticks to magnets, even
when it is mixed with other wastes, they can be easily
identified and separated.
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Social GHG emissions *The contribution to the reduction of GHG emissions that
reduction in 2018 1 4,628 kt-co2* are not directly generated during production but indirectly

during the use of the product (the indirect contribution of

Quality maintenance As steel has a few impurities and can be
easily removed, its original quality is maintained after recycling.

According to latest data from the World Steel Association, it was
announced that 630 million tons of steel scrap were recycled
annually, and the CO, emissions reduced as a result amounted to
950 million tons. Korean steelmakers including POSCO are actively
using steel scraps.

Scrap recycling rate Construction 85%, automobiles 90%,
machine 90%, house appliances 50% (Source: Steel FACTS from
the World Steel Association)

—
O REUSE

Buildings that use steel materials are not only durable and sta-
ble, but can also be reused in an environmentally-friendly manner.
Relocatable modular construction involves the on-site assembly
of structures that were manufactured at the factory. Relocatable
units can be moved and reused at other locations.

The Media Residence hotel that accommodated reporters during
the PyeongChang 2018 Winter Olympics was built using POSCO
A&C's relocatable modular construction method. The Media Resi-
dence is now used as a resort for POSCO Group Family companies
after the Winter Games.

Transparency through LCA-based EPD certification

The importance of environmental and sustainable management
is ever growing globally. As customer companies and stakehold-
ers are becoming increasingly interested in product life cycle
assessments (LCA)" include raw material usage and greenhouse
gas emissions, environmental impact assessments and envi-
ronmental certifications become more relevant as well. The EPD
(Environmental Product Declaration) certification is a quantitative

“high strength steel sheets for automobiles, low core loss
electrical steel sheet, and granulated blast furnace slag”).

presentation of a product’s environmental impact throughout
its life cycle from raw material extraction to production, trans-
portation & distribution, use and finally disposal. LCAs are con-
ducted according to the ISO 14040/44 guidelines, and they
produce reliable results as they are assured by a third party
according to the ISO 14025 standards.

Thirty-two steel products acquired EPD? certification

In cooperation with a specialized institution, POSCO became
the first Korean steel maker to build an LCI (Life Cycle Inventory)
data base? of its steel products based on the LCA method-
ology. Currently, 32 products in five product groups—Giga
Steel(980DP)¥, thick plate, wire rod, HGI, steel for construction,
etc.— were certified in accordance with seven environmental
indices, which are: carbon footprint, abiotic depletion poten-
tial, ozone depletion potential, acidification potential, eutrophi-
cation potential, photochemical ozone creation potential, and
water footprint.

1) LCA (Life Cycle Assessment): An objective environmental impact assessment tech-
nique to analyze the potential environmental impacts of raw materials and energy
used as well as pollutants discharged in the entire process of human economic
activities, production and service, from the collection and production of raw mate-
rials, to product manufacturing, transport, use, and disposal. The environmental
load is analyzed and quantified to be used in establishing mitigation methods.

2) EPD (Environmental Product Declaration): An environmental load index for the
life cycle of a product calculated by applying LCA techniques to disclose quanti-
fied environmental impact information on resource consumption, global warm-
ing, impact of ozone depletion, acidification, eutrophication, and photochemical
oxide generation through third-party verifications.

3) LCI DB (Life Cycle Inventory Data Base): A database quantifying input and out-
put - the amount of resources and energy invested into the production system
as well as the amount of environmental load generated over the entire life cycle
of a product, from the collection of raw materials necessary in production, to
processing, transport, use, disposal of the materials.

4) Giga Steel: An ultra-high-strength steel sheet for automobiles with a tensile
strength of 980 MPa(1 GPa) or higher, that safely protects the chassis of an auto-
mobile and lowers automobile fuel consumption through chassis weight reduction.
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Responding to Climate Change

Carbon Management

Carbon Management Risk and Opportunity Management
Perspective & Approach

Climate change is a mega trend that is shifting the paradigm of
each sector of society. A majority of global companies proactively
respond to this issue and strive to secure a competitive advan-
tage. With the understanding that climate change is a critical risk
factor, POSCO acknowledges that it is a strategic opportunity to
enhance corporate competitiveness.

Management System & Process

POSCO operates an internal system to identify, analyze, and
control risks and opportunities regarding climate change. Risk
and opportunity factors are systematically analyzed in multiple
aspects according to our risk management system, and the results
are reflected in our medium to long-term strategies. In addition,
our investment management rules specify that a decision on
whether to invest in a project with potential environmental risk
factors such as GHG emissions should be made after discussions
with relevant departments, and reviewing prospect investments,
their carbon costs should follow domestic market prices. The
results of such climate change response activities are reported to

Carbon Risk & Opportunity Management Process

Determining
Risk Factors

- Physical and regulatory risk factors
- Risk level and financial impact assessment

Discovering - Carbon market and new green business

opportunity opportunities

factors - Outlook on trends and strengthening of
risk control

- POSCO Carbon Management System established (2006)
Establishing - GHG inventory and third-part ficati
- y and third-party verification
agement
system - Carbon accounting and carbon emission verification system
operated (2015)

- Integrated carbon & energy management system (2013)

Implementing i Linkage with enterprise-wide risk management
climate - Deliberation of climate change risks when making
change investment decisions

mitigqt.ion - Reflection of GHG reduction technology in medium to
activities long-term technology strategies

Inspecting
climate
change

response
activities

-Regular monitoring of GHG reduction activities

the Strategy Council once a year, and the company-wide CO2 and
energy indices are shared through the Management Meeting. The
Low-Carbon Technology Council chaired by the head of the Steel
Production Sector manages our CO2 emission intensity target and
encourages the development of greenhouse gas emissions miti-
gation technologies. Data on POSCO's efforts in carbon-related
risk and opportunity management is verified by a third party, and
is disclosed in detail through this Report and Form 20-F.

Major Risk Factors Related to Climate Change

Risk factors related to climate change and carbon management
are classified into three categories: physical factors caused by cli-
mate change, policy factors associated with carbon regulations,
and other factors such as corporate reputation.

Unforeseen weather phenomena such as heavy rainfall, heat
wave, cold wave, and earthquake are frequently causing massive
damage all around the world. POSCO has also experienced not
only direct damage to its facilities but also negative impacts on
its overall business operations such as difficulties in securing raw
materials, electricity, and industrial water, and increases in logis-
tics costs.

Carbon Management Risk & Opportunity Factors

Damages to equipment and facilities, difficulties in securing raw
materials and water, increased logistics costs caused by weather S
anomalies such as heavy snowfall, heavy rainfall or drought

Increased carbon costs with the implementation of the domestic
Emissions Trading System, and consequential decrease in price S
competitiveness

Weakening of the competitiveness of carbon-intensive businesses
due to tightened carbon regulations under the Paris Agreement, ) ) G
and heightened regulatory barriers in overseas countries

Requirements on social responsibility for large GHG emitting 5
companies

Opportunity Factors

Increasing demand for high energy-efficiency steel products trig-
gered by the Paris Agreement, and development of new markets S B
such as green buildings and slag marine forests

Participation in new businesses such as renewable energy, energy

Reporting
to manage-

- Check activities responding to climate change regulations storage, and carbon market B
and policies

- Examination of environmental risks of the invested businesses Enhancement of corporate competitiveness through the S
development of innovative low-carbon technologies

-Report to the Strategy Council (annually) Improvement ofstakgholderqwareﬂessthrough external evalua- L p

} ; tion and transparent information disclosure
- Report to the Enterprise-wide Management Meeting on CO:
ment and Energy Indices (whenever necessary)

S Green Steel B Green Business P Green Partnership | Green Life
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To preemptively respond to climate change risks, the Natural
Disaster Emergency Response Team of the two steelworks con-
duct regular monitoring and closely cooperate with goverment
and relevant organizations. Furthermore, we have established and
continue to upgrade the companywide risk management process
and system by developing disaster management manuals and
guidelines for a more systematic response to risks.

The enforcement of the Emissions Trading System and a new cli-
mate regime is a crucial policy risk to corporate competitiveness.
In July 2018, the government revised the “ National Roadmap for
Greenhouse Gas Reductions by 2030” to integrate fine dust reduc-
tion and energy transformation policies, and based on this road-
map, the government finalized its carbon emission allowance allo-
cation plan for the second period (2018~2020). At the COP 24 held
in December 2018, a vast majority of the agendas were agreed
to be included in the rulebook that will come into effect in 2021,
except the mechanisms on carbon market (article 6).

POSCO identifies potential business risks through the monitor-
ing of relevant policies and actively participates in discussions
aimed at building rational policies. Also, policy risks arising from
the global expansion of POSCO and its subsidiaries are actively
reviewed.

Meanwhile, demand for carbon-intensive companies to further
fulfill their social responsibility, such as disclosure of information,
has been increasing and any inadequate response may under-
mine their corporate reputation. Hence, POSCO receives external
assessments regarding climate change, performed by the CDP
and the DJSI, and discloses related information through the Cor-
porate Citizenship Report.

Major Opportunities Related to Climate Change

New business opportunities can be discovered as well, through
the increasing energy consumption caused by changing natural
environment and weather anomalies such as heat waves and cold
waves. POSCO has initiated a marine forest restoration project
by developing ‘Triton’, a product made from steel slag, to restore
coastal areas experiencing chlorosis in marine plants. We also
plan to use the POSCO Green Building that applies over 100 types
of eco-friendly technologies as an energy-saving building model
and to spread this technology.

Meanwhile, our low-carbon technologies and efforts for reducing
social GHG emissions create opportunities for new business mod-
els. Our high-strength steel sheet that helps reduce vehicle weight
and improve fuel efficiency, and blast furnace slag that replaces
cement, have already become new sources of income. As our
unique eco-friendly technology, the FINEX method and environ-
mental management activities, receive a great deal of attention

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO
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from global steelmakers, we expect to witness growing demand
for our environmental and energy-saving technologies.

In line with the domestic policies to improve energy efficiency
and expand new and renewable energy, we will also actively pur-
sue Smart Factory” demonstration, Smart Grid? and photovoltaic
energy projects.

1) Smart Factory: A system that collects all important on-site data by using the Inter-
net of Things, conducts a predictive analysis of the collected big data, and optimizes
and controls all processes through in the automated method using Al technologies.

2) Smart Grid: A next-generation intelligent power grid that optimizes energy effi-
ciency through the real-time exchange of information between energy suppliers and
consumers.

Climate Change Response System

Our sustainability management system helps with swift deci-
sion-making on climate change under the corporate governance
of shareholders, the Board of Directors and the CEO. The deci-
sion-making body deliberates on the company-wide vision and
agenda and presents specific goals and directions based on the
opinions of responsible staff and the issues discussed by relevant
committees. Our goal is to implement systematic sustainability man-
agement.

The Energy and Environment Planning Group of the Technological
Strategy Office under the Head of Steel Business Division is respon-
sible for establishing management strategy related to the environ-
ment and energy, building a companywide system for responding
to climate change and carbon & energy management, and develop-
ing strategies to efficiently use resources and byproducts to create
profits. The Group also takes the initiative in establishing a global
environmental management system for the operation of overseas
steelworks and responding to regulatory policies and rising energy
prices.

At Pohang Works and Gwangyang Works, the Energy Department
and the Environment & Byproduct Group are responsible for CO,
emissions reduction, energy efficiency improvement, and envi-
ronmental and resource recycling. They cooperate closely with the
Energy and Environment Planning Group to enforce environmen-
tal management and carbon & energy management systems at the
steelworks.

In 2011, POSCO integrated the Environment and Energy Committee
and the Green Growth Committee into one, and now operates the
POSCO Family Environmental Management Committee. In 2019, it
will be changed into the Low-Carbon Environment-Friendly Council
chaired by the head of the Steel Business Division.
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Climate Change Response Strategy

In response to climate change, POSCO Group companies are
focused on the four implementation areas of Green Steel, Green
Business, Green Life and Green Partnership. The foundation for
Green Steel is reinforced by the development of high energy-effi-
ciency steel, CO2 emissions reduction process, and other low-car-
bon innovative technologies as well as energy efficiency improve-
ment and the Smart Factory project. Fostering Green Business
also contributes to creating tangible performance in new growth
engine businesses by not only promoting renewable energy such
as photovoltaic power and smart-grid but also developing lith-
ium extraction technology. Moreover, employees of POSCO and
its subsidiaries participate in Green Life activities designed to
improve the living conditions of households with limited access
to energy. We also cooperate with domestic and overseas car-
bon policies and strengthen activities to contribute to building a
low-carbon society in order to secure leadership in climate change
mitigation and to forge Green Partnership.

POSCO’s Voluntary Greenhouse Gas Emissions

Reduction Target by 2020

POSCO announced its GHG Emissions Reduction Target to be
achieved by 2020 at the 7th Green Growth Committee meeting
chaired by the President of Korea in February 2010. In this regard,
we intend to reduce CO2 emissions per ton of steel at our steel-
works to 2.00 t-CO2/t-S by 2020, a 9% decrease from the average
level between 2007 and 2009 (2.20 t-CO2/t-S). We will also estab-
lish our 2030 reduction target to meet the “2030 National Green-

house Gas Mitigation Roadmap” that was revised in July 2018.

Governance to Respond to Climate Change

POSCO’s CO2 Emission Intensity

Target and Outcomes (Unit: t-COA/t:5)

218
206 2.00

l 1.98159 J 101 192

2.20

2007- 2010 2011 2012 2013 2014 2015 2016 2017 2018 2020
2009 Target

*In response to the enforcement of the Emissions Trading System, the amount
of emissions was calculated in accordance with the "Administrative Guideline
for the Greenhouse Gas Target Management System” announced by the gov-
ernmentin March 2011.

- Scope: Pohang Works and Gwangyang Works

- GHGs: CO2, CH4, N20, HFCS, PFCS, SF6

- Direct emissions (Scope 1): Direct CO2 emissions from steel production,
gaseous fuel combustion, mobile combustion, and waste incineration

- Indirect emissions (Scope 2): Indirect CO: emissions from the use of
purchased electric power

*The figures disclosed in this Report are from Pohang Works and Gwangyang
Works only and may not exactly correspond to those in the statement sub-
mitted to the government which includes all business sites including Pohang
Works and Gwangyang Works.

Steel Business Division

Steel Production Sector

Pohang Works
\

[ g ons |

Energy Department

Environmental
improvement

Energy supply

COz reduction :
and conservation

Environment & Resources Group

Resource recycling

Technological Strategy Office

Energy & Environment
Planning Group

Energy f Managing § Environ- Ll

emission mental

byprod-
uctsinto

planning Naliowancesf| planning e olrces
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Implementation of the GHG Emissions Trading System

The Act on the Allocation and Trading of Greenhouse Gas Emission
Permits was enacted in January 2015, signaling the commence-
ment of the emissions trading system". In August 2018, POSCO
fulfilled its obligation under the system by submitting its allow-
ances for the 1st phase period (2015-2017). In October 2018, we
were allocated with new emission allowances for the 2nd phase
period (2018-2020).

We revised our GHG management system which had been in oper-
ation since 2006, to improve its operation. The Carbon Accounting
System was established to support the demand forecast of emis-
sion allowances and reflect the cost incurred in manufacturing
(due to shortage of allowances) as a result of the emission trading.
We also established the Emission Verification System to manage
the monitoring, reporting and verification (MRV) of emissions, in
order to revamp our emission control procedures with improved
transparency and reliability. Additionally, we revised our internal
guidelines and reinforced the company-wide monitoring of GHG
emissions. As a result of our concerted reduction efforts, we man-
aged our GHG emissions to remain below the allocated emission
allowances for the 1st phase period (2015-2017).

1) A company with annual emissions of 125,000 tons across the company, or 25,000
tons atasingle business site is covered by this emissions trading program. As of 2016, a
total of 560 companies were subject to the program.

POSCO Carbon Management Mechanism

Integrated
GHG and energy infor-
mation / reduction
management

Carbon accounting Emission MRV

Establishment of

Energy supply reduction targets Collection of mea-
management by plant sured data
v A4
GHG Reduction result Monitoring of
t evaluation/ measured and
managemen production cost calculated data
v v
Energy saving Management of Consistency
management emissions analysis / feedback
v

Establishment of internal strategies
and implementation of reduction
activities

Provision of carbon information
internally and externally

Carbon Performance
GHG Emissions from Production Processes

Carbon dioxide constitutes the majority of GHG emissions gener-
ated from POSCO Pohang Works and Gwangyang Works. In 2018,
our GHG emission volume amounted to 72.49 million tons, while
CO2 emissions per ton of crude steel produced was 1.92 t- CO2 /t-S.
Through our ongoing energy saving efforts, POSCO’s CO2 emis-
sions intensity continuously remains below our voluntary reduc
tion target of 2.00 t-CO2/t-S.

CO:2 Emissions Intensity (Unit: t-CO2/t-S)

Category 2016 2017 2018
Direct emissions (scope 1) 1.78 1.82 1.85
Indirect emissions (scope 2) 0.10 0.08 0.07
Total emissions intensity 1.88 190 1.92

*The figures only cover Pohang Works and Gwangyang Works, thus may not coincide
exactly with those in the statement (involving all sites operated by POSCO) submitted
to the government.

Generation and Purchase of Renewable Energy
In 2018, POSCO sold 4,482 MWh of electricity generated by using
the photovoltaic roof panels installed on its steel plants, and small

hydropower produced by using raw water from Sueo Dam in
Gwangyang. We also generated and consumed 33 MWh of electric-
ity generated through the BIPV (Building Integrated Photovoltaic)
system of the Smart Data Center, built in July 2018 inside Pohang
Works. Meanwhile, renewable energy constitutes 4.2%" of the
total energy purchased by POSCO in 2018, which amounts to 282
GWh. In line with the global shift to renewable energy and grow-
ing demand for its use, the South Korean government is reviewing
policy reforms to allow companies to purchase renewables through
varied routes.

1) The rate of renewable energy over electricity sold by Korea Power Exchange.

The amount of renewable energy

generated and purchased (Unit: MWh)
Category 2016 2017 2018
Renewable energy generated 4,889 4,954 4,515
Renewable energy purchased " 281,187 267974 281,723

1) Total amount of electricity purchased x rate of renewable energy over sold by Korea
Power Exchange.
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GHG Emissions Reduction via use of POSCO Product

In 2018, we achieved 6.24 million tons of CO2 emissions reduction
by delivering high energy-efficiency steel products, such as high-
strength steel sheets for automobiles, and low core loss electrical
steel which increases the energy efficiency of motors and trans-
formers. Blast furnace slag, one of the byproducts from steelmak-
ing, also contributed to reducing 8.39 million tons of CO2 emis-
sions as it substituted the use of cement in 2018.

Social GHG Emissions Reduction Effect (Unit; kt-CO2)

Category 2016 2017 2018
High-strength steel sheet for automobiles” 3,405 3,608 3,651
Low core loss electrical steel sheet? 2,271 2,528 2,585
Granulated blast furnace slag® 7,834 8,596 8,392
Total 13,510 14,732 14,628

1) Ultra high-strength steel sheet refers to HSS (High-strength Steel) and AHSS
(Advanced High-strength Steel) with tensile strength of at least 340 MPa. Reduction
of weight by applying this steel to a 2,000cc passenger vehicle is substituted for CO2
emissions reduction volume. COz emissions reduction effect per ton of high-strength
steel: 0.81t-COz/year (weight reduction (fuel saving: 86L/year, unit) X number of vehi-
cles produced per ton of high-strength steel (4.4 units) X CO2 emission coefficient in
road transportation (0.0693 kg CO2/M], based on IPCC Guideline, gasoline vehicles) X
caloricvalue (31.0 MJ/L, Energy Act’s Enforcement Regulation) + 1,000).

2) Low core loss electrical steel refers to grain-oriented electrical steel with core loss
of less than 0.98 W/kg, as well as non-oriented electrical steel with core loss of less
than 4.7 W/kg. Improvement of energy efficiency by applying this steel to motors and
transformers is substituted for the CO2 emissions reduction volume.

3) COz reduction volume is calculated by applying the theoretical ratio to convert the
mainingredient of cement clinker (calcium oxide) to CO2, which estimates a reduction
of 0.785 t-CO2/t-clinker when replacing each ton of cement with blast furnace slag.

Other COz Emissions

GHG is also emitted from a variety of channels including the trans-
portation of raw materials, employee commuting, business trips,
and others. The emissions data for 2018 are as follows:

Other CO2 Emissions” (Scope 3) (Unit: kt-CO2)
Category 2016 2017 2018
Transportation of raw materials? 959 978 986
Employee commuting® 7 7 7
Employee business travel® 1 1 1
Purchased products and services® 2,970 2,638 2,997
Upstream leased assets” 2,111 2,081 2,180
Investments® 13105 12,339 12,733

1) Calculated on the basis of the WBCSD/WRI Greenhouse Gas Protocol.

2) Total weight of purchased raw materials amounted to 93.91 million tons (coal, iron
ore, and limestone took up the majority)

3) Based on 13,348 employees working at Pohang Works and Gwangyang Works corre-
sponding to Scopes 1&2, as of the end of 2018.

4) Calculated GHG emissions focusing on major raw materials suppliers out of pur-
chased goods and services.

5) Calculated GHG emissions from the limestone calcination plant which was leased to
POSCO Chemtech.

6) Calculated Scope 1&2 emissions from investee companies subject to the GHG Emis-
sions Trading System in consideration of POSCO's equity ownership.

Investments in GHG Reduction Facilities and R&D

A total of KRW 120.5 billion was invested in energy recovery facil-
ities and process improvements for energy conservation in 2018.
Some of the investment highlights include improving the power
generation efficiency of Gwangyang LNG Power Plant, and install-
ing inverters on the electric dust collector of Pohang FINEX plant.
In 2018, we also invested KRW 98 billion in R&D projects focus-
ing on GHG emissions reduction, which involved recovering sensi-
ble heat generated from production processes and capturing CO2
from by-product gas, as well as other related items.
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Energy Consumption
Category Unit 2016 2017 2018
Amount of energy consumption® By-product gas ) 288,040 286,461 295,216
LNG T 40,576 42,842 41,384
Diesel, Gasoline, Vehicle-LPG T 173 186 181
Electricity? T 26,860 22,825 21,633
Total T 355,649 352,313 358,415
GHG emissions SCOPE1(direct emission) thousand ton CO2e 66,888 67,743 69,687
SCOPE2(indirect emission) thousand ton CO2e 3,479 2,956 2,802
SCOPE1+SCOPE2 thousand ton COze 70,367 70,700 72,489
GHG emissions per ton of crude SCOPE1(direct emission) t-CO2/t-S 1.78 1.82 1.85
steel production
SCOPE2(indirect emission) t-CO2/t-S 0.09 0.08 0.07
SCOPE1+SCOPE2 t-CO2/t-S 1.88 1.90 1.92

1) Total Amount of energy consumption of 2017 has been corrected
2) Based on the figures on the statement submitted to the government. Electricity consumption was totaled up by converting into 3.6 T)/GWh on the recommendation of the CDP.
* The figures cover the Pohang Works and Gwangyang Works
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POSCO Carbon Flow

The GHG emissions generated in our steelworks are mostly comprised of CO2 from the coal entering blast furnaces directly and indi-
rectly. CO2 emissions mainly occur during the iron-making process which involves oxidation reduction reactions. POSCO calculates not
only CO2 emitted from the production process at Pohang Works and Gwangyang Works, but also indirect emissions of CO2 along the
value chain, including raw materials transportation, commuting and business travel of executives and employees, and upstream leased
assets.

— INPUT |
Rt Coke oG FOG Electric Furnace 2%
@ Iron ore co:
3 55 million tons High mill Stainless steel
Coal
26 million tons
@ Coke dry quenching ® Reducing molten iron
limestone © Coal moisture control lead time
6 million tons
Energy Converter DG
w Electricity
= 6,698 cwh
LNG
LNG
976 MNm? © Top pressure recoveryturbine.
o o O Heatrecovery from sin- O Hot stove waste heat recovery. © Heatrecoveryfromwaste gas.
ter waste heat. © Pulverized coal injection. © BOFbottomstirring.

Iron-making Steelmaking

Limestone calcination

Basic process of molten iron production Removing impurities from moltenironin

Molten iron is produced by pouring iron ore and coal atthe ~ Steelmaking process

top of the blast furnace followed by blasting hot air into the A substantial amount of impurities such as car-

bottom of the furnace. bon, phosphorous, and sulfur has to be removed
from the molten metal by injecting oxygen.
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Application of Available Technologies for CO2 Emissions Reduction

APPENDIX

Energy recovery

Technology description

Electricity Steam Hotwater other
@ Capturing, purifying, and reusing the by-product gas generated from the blast furnace, FINEX, coke °
oven, and converter.
@ Recovering sensible heat by exchanging heat between red hot coke and cooli o >copel
ecovering sensible heat by exchanging heat between red hot coke and cooling gas. Direct emissions
© Improving coke strength and blast furnace efficiency by controlling the moisture of coal which is ° fromincineration
inserted into the coke oven. and production pro-
cesses.
@ Recovering sensible heat from the cooling process of sintered ore. (]
. Scope 2
Generating power through the blast furnace by-product gas pressure. (]
= gp 9 ¥-p gasp Indirect emissions
@ Recovering sensible heat from the exhausted gas of the hot blast stove. L] from electricity and
@ Directly injecting coal instead of coke into the blast furnace. ° steam generation.
@ Recovering sensible heat included in the gas emitted from processes. Scope3
Indirect emissions
© Improving energy efficiency by injecting argon gas into the bottom of the converter. ([ ] from the value chain.
® Minimizing energy loss through reduced transportation time between steel tapping and back end processes. L]
@ Saving energy through the direct insertion of hot slabs. [}
@ Recovering sensible heat included in the gas emitted from the heating furnace. (]
® Saving energy for heating during the pickling process through low-temperature operation. [}
OUTPUT —
Recovery and utilization of by-product gas Product
Production of
5 0 crude steel
: 36 14, |
% % % 38 million tons

By-product gas reused for
steelmaking process.

Power generated through
by-product gas (1,396 MW).

By-product gas sold.

@ Recovery of by-product gas.

Continuous caster Hot rolling

Cold rolling mill
-~

© Heatrecoveryfromwaste gas.
@ Hotchargerolling.
@ Heatrecoveryfromreheating

Casting Hot rolling Cold rolling

Solidifying molten metal

Producing steel sheets and rolled plates

Intermediate materials such as  Slabs, blooms, and billets are flattened and lengthened through hot, or

slabs, blooms, and billets are pro-  cold rolling processes to produce steel sheets and rolled plates.
duced by pouring molten iron
without impurities into the caster.

furnace. ® Low-temperature pickling.

COz emissions

Emissions from production
(Scope1, Scope2)

72 million t-C02

Other emissions
(Scope 3including raw
material transportation)

19 million t-c0»

Social COz reduction

Ultrahigh-strength steel
sheet for automobiles
Weight reduction and

3.7 million t-C0»

Low core loss
electrical steel

Efficiency improvement of
motors and transformers

2.6 million t-CO2
Blast furnace and

FINEX slag
Substitute material for cement

improvement of fuel efficiency
8.4 milion t-co2

Supply of recovered steam
District heating and related
businesses

0.1 million t-co2
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Climate Change Response

Increasing Energy Efficiency: Roadmap and Performance
POSCO established an action plan to raise energy efficiency and
is preemptively investing to save energy. During Phase 1 (1999-
2008), investment in POSCO's large-scale energy recovery facility
was completed. In Phase 2 (2009-2015), small and medium-sized
energy efficiency projects were carried out as POSCO pushed for-
ward to adopt convergence technologies.

In Phase 3 (2016-2020), POSCO plans to improve the manage-
ment of the existing large-scale heat recovery facility, invest in the
improvement of off-gas supply infrastructure for power genera-
tion, and undertake a generator performance recovery projects
with an aim to increase the energy efficiency of the large-scale
heat recovery facility. In addition, POSCO will consider introducing
the latest heat recovery technology to recover more waste heat
from its steelworks. Furthermore, POSCO believes that currently
available commercialized technologies are insufficient in further
improving energy efficiency and thus will accelerate its mid-to-
long term development of innovative technology.

POSCO's Energy Efficiency Roadmap

-Invest in large-scale energy
recovery facility

Investmentin
Energy Facilities
1 43 Trillion KRW

- Accumulate energy saving
technologies for operations

Phase 2:2009-2015

- Investin small and medium-
sized energy efficiency projects

Additional
- Deploy Smart Industry Investment
technologies
750 Billion KRW
Planned

Phase 3:2016-2020

- Commercialize POSCO’s own
innovative energy technology

(2010-2020)

Activities to Increae Energy Efficiency

Using Off-Gas

Most of the gas created as by-product during the steelmaking
process is recovered and fed back into the process as a source
of energy or used to generate power. Pohang and Gwangyang
Works self-generated 73 percent of the power they used in 2018
from off-gas, recovered energy and LNG. This figure is one percent
higher than that of 2017 (72 percent).

Increasing Power Generation Efficiency and Restoring Heat
Recovery Facility Performance

In 2016, Pohang and Gwangyang Works established project teams
to raise power generation efficiency and carried out various activ-
ities. In January 2019, the teams were promoted to official orga-
nizations. In 2018, Pohang Works made power generation more
efficient and generated more power by replacing gas turbine
components and installing an evaporative cooling system, while
Gwangyang Works implemented projects to improve LNG power
generation efficiency and restore off-gas power generation con-
denser performance.

Improving Reheating Furnace Combustion Efficiency

Pohang and Gwangyang Works set up taskforce teams in 2011 to
raise the combustion efficiency of all their reheating furnaces that
consume the most amount of fuel. Annual projects are carried out
to raise the combustion efficiency of reheating furnaces by diag-
nosing the furnace body, optimizing combustion, and improving
heat exchanger efficiency.

Smart Factory

Smart Factory collects on-site data with IoT technology and ana-
lyzes and optimizes processes using Big Data and Al technolo-
gies and control automatically. Gwangyang Works transformed
its plate plantinto Smart Factory in 2017 and expanded this initia-
tive to the automotive steel plant in 2018. Pohang Works plans to
improve on its chronic inter-process defects by aligning its steel-
making, hot-rolling, cold-rolling and STS rolling processes by 2019.

POSCO’s Smart Factory
Implementation
Concept
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Energy Saving Lighting in SteelWorks

Since 2011 Pohang and Gwangyang Works have been installing
windows and relevant lighting circuit equipment to let in natural
light and replacing existing lights with high-efficiency LED lights.
As of 2018, about 350,000 lamps have been replaced with LED
lights in plants and offices, with cumulative cost saving of around
32.2 billion KRW.

Developing Breakthrough Technology

Mid-to-low Temperature Heat Recovery for Power
Generation Using Organic Rankine Cycle (ORC)

In 2016, POSCO started reviewing applicable measures to develop
a power generation system using mid-to-low temperature heat
released during the steelmaking process, completed its system
design in 2017. Since 2018, a 1.2MW demonstration project has
been under operation, generating power from mid-to-low tempera-
ture heat at the Ferro-Manganese Plant of Gwangyang Works.

Hydrogen Reduction Steelmaking

Hydrogen reduction steelmaking was developed to use hydrogen
in place of carbon (coal) as an agent to reduce iron ore in the blast
furnace in preparation for the upcoming future when hydrogen
becomes available in large quantities at low prices. Since 2016,
POSCO has participated in the government-led project to review
the feasibility of hydrogen reduction steelmaking and select rel-
evant elementary technologies. Of the technologies selected,
POSCO will carry out a pilot-scale demonstration of blast furnace
CO,-mitigating steelmaking technology from 2018 to 2024 and
also plans to conduct research on commercializing technologies
that are economically viable and highly applicable. The goal of this
technology is to develop a new process that can reduce CO, emis-
sions by 10 percent from the existing blast furnace process.

POSCO’s Switch to LED Lighting Per Year
(Unit: Lamps)

2011 5,000
2013 35,000

2015 I 58,000
2017 I 60,000
2018 |, °, 000

Total Cumulative Savings of 32.2 billion KRW

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO

APPENDIX

Product Sales Contributing to Greenhouse Gas (GHG)
Emissions Reduction

Automotive High Strength Steel

Automotive high strength steel (HSS)" is as strong as ordinary,
thick steel but is thinner, which allows for lightweight automobile
production with improved fuel efficiency. Assuming that a passen-
ger car made of HSS runs 19,000 km per year?, one such vehicle
can ultimately reduce around 1.8 tons of CO, emissions during the

period of 10 years.

1) Automotive high strength steel refers to HSS (high-strength steel) and AHSS
(advanced high-strength steel) with tensile strength of 340 Mpa or higher

2) Annual mileage of passenger cars (Transportation Safety Research and Develop-
ment Institute of the Korea Transportation Safety Authority, 2006)
As fuel efficiency regulations grow stronger around the world,
automobile manufacturers increasingly use AHSS to produce
lighter cars. POSCO is proactively developing solutions with
Korean car OEMs. For example, POSCO worked with SsangYong
Motor on the SUV model Tivoli from its early stages of develop-
ment, applying HSS to 70 percent of the car body. In 2018, POS-
CO's automotive HSS sales reached 4.53 million tons, reducing an
estimated 3.65 million tons of GHG emissions per year.

High Efficiency Electrical Steel

High efficiency electrical steel, for its low iron loss and high mag-
netic flux density, contributes to improving the energy efficiency of
finished products compared to ordinary electrical steel. Grain-ori-
ented electrical steel can be used as core material for static
machines such as power transformers, current transformers, and
rectifiers. Non-oriented electrical steel is widely used as iron core
material in rotating machines ranging from large power genera-
tors to small precision electric motors. It is also good material for
small power transformers.

Social CO, Emissions Reduction by

Automotive HSS" (Unit: 1,000 -CO,)

Category 2010 2012 2016 2017 2018
20,230 25,382 34,046 36,081 36,512

CO, Emissions Reduction by
Product Lifecycle?

Annual CO, Emissions Reduction 2,023 2538 3405 3,608 3,651

Sales (1,000 Tons) 2511 3150 4,226 4,478 4,532

1) Calculated fuel efficiency improvements from weight reduction when
applying automotive HSS to passenger car from company A (2,000 cc-grade)

2) Assuming 10-year use of end product (vehicle)
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POSCO supplied 430,000 tons of high efficiency electrical steel in
2018, with an estimated annual GHG emissions reduction of 2.68
million tons.

Recycling Granulated Blast Furnace Slag (GBFS)

Since GBFS has similar chemical properties as cement, powdered
GBFS can replace clinkers? which is nessesary in cement producing.

In particular, POSCO supplies PosMent - eco-friendly, economic,
high-performance cement -developed with the Research Institute
of Industrial Science & Technology (RIST) and POSCO E&C in an
effort to boost the recycling of granulated slag.

PosMent is enhanced cement that has higher slag content as well
as a better physical properties such as compressive strength
when compared to slag cement. It also emits 60 percent less CO2.
In 2018 alone, 10.69 million tons of granulated slag from POSCO
used to make cement, reducing GHG emissions by up to 8.39
million tons.

1) Clinker: Made by plasticizing cement ingredients such as limestone at high tempera-
tures. When ground to fine powders, clinker becomes cement.

CO, Emissions Reduction by High Efficiency

Grain-Oriented Electrical Steel” (Unit: 1,000 t-CO2)

Carbon Fund

Since 2009, POSCO and the Ministry of Economy and Finance of
the Republic of Korea have been taking part in the Asia Develop-
ment Bank Future Carbon Fund, created to support GHG emissions
reduction projects in developing nations. By 2023, POSCO plans to
record around 1.2 million tons in overseas carbon reduction.

Future Carban Fund —

e
Co-Benchits

Future Carbon Fund Deliver-
ing Co-Benefits for Sustainable
Development

CO:2 Emissions Reduction by High Efficiency

Non-Oriented Electrical Steel" (Unit: 1,000 t-CO2)

Category 2010 2012 2016 2017 2018

Category 2010 2012 2016 2017 2018

CO, Emissions Reduction by 5560 6,571 7172 7,099 6,393
Product Lifecycle?

CO, Emissions Reduction by
Product Lifecycle?

33,507 41,343 36,577 41,252 42,704

Annual CO, Emissions Reduction 185 219 239 237 213

Annual CO, Emissions Reduction 1,861 2,291 2,032 2,292 2,372

Sales (1,000 Tons) 183 215 235 233 210

Sales (1,000 Tons) 173 213 189 213 221

1) High efficiency grain-oriented electrical steel refers to products
with iron loss of 1.05W/kg or less.

2) Assuming 30-year use of end product (power transformer)

Cement Manufacturing Process
[\

e

cilm

1) High efficiency non-oriented electrical steel refers to products
with iron loss of 4.70W/kg or less.

2) Assuming 18-year use of end product (electric motor)

g Y72
m m slag content:
©0©" —p (aC02+Heat— Ca0+CO2 ——p OR0 e upto 5 percent
limestone, o : clinker
ilica stone fuel, electricity A
SI m
<
m
5 slag content:
8.39 Million Tons Per Year U parE
: 0
—> of CO2 Emissions Reduction ——) O O=Ox —>

blast furnace (Clinker-making process can be skipped)

slag content:

granulated slag up to 60 percent
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Green Business

PV Power Generation

POSCO ENERGY operates a 14.5MW PV project on a closed salt
pond in Sinan-gun, Jeollanam-do. The site generates 20,000 MWh
of power annually and is able to supply enough electricity each
year for approximately 5,000 households for the next 20 years.
This can reduce CO2 emissions by more than 9,000 tons - equiva-
lent to planting 2.6 million pine trees - each year.

Building-Integrated PV (BIPV)

POSCO is developing a BIPV system that integrates PV panels with
building exterior materials. As BIPV replaces the exterior materials
of the building, its application requires high structural safety, insu-
lation and watertightness. On top of that, PV modules must deliver
stable power generation efficiency. POSCO developed color mod-
ules that not only meet these performance requirements but also
add to the aesthetics of the building. They are installed on the
exterior of the Smart Data Center newly built in 2018 at Pohang
Works, generating 130kW of electricity.

Smart Grid

POSCO ICT entered the smart grid market and built an Energy
Storage System (ESS) that serves various purposes: managing
industrial and building demand; replacing and saving power for
emergency generators in plants; and stabilizing the output of gen-
erators that are linked to the system. Microgrid projects are also
underway to build energy self-sufficient villages and eco-friendly
energy self-sufficient islands. In 2017, distributed power infra-
structure? was built on the campus of Pohang University of Sci-
ence and Technology. In 2018, a PV-ESS microgrid project appli-
cable to high altitude environments (4,000m above sea level) was
developed.

1) Distributed power infrastructure: POSCO's microgrid platform that combines sup-
ply-demand forecast based on big data and cost-saving smart operational technology

BIPV-Applied Pohang Smart Data Center

-+ ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO

APPENDIX

EV Charging Infrastructure

POSCO ICT launched Korea's very first private-sector EV charging
infrastructure business in 2011. The company was selected as an
EV charging infrastructure provider by BMW in 2014, Hyundai
Motor in 2015, GM in 2016, Jaguar Land Rover in 2017, and Mer-
cedes Benz in 2018. POSCO ICT provides not only home charging
stations for EV customers but a shared charging service called
“ChargEV."” POSCO ICT installed 1,200 charging stations at such
highly accessible buildings as E Mart, LG Bestshop, Shinsegye Pre-
mium Outlet, Hyundai Department Store, Accor Hotel, Daemyung
Resort and Starfield. A mobile application service is also provided
to make it easier for customers to search for charging stations and
to make reservations.

High-Speed Lithium Extraction Technology

POSCO developed its own lithium direct extraction technology
that does not require a wide evaporation pond as does the existing
evaporative method. This technology is also minimally impacted
by climate change. In addition, this technology is economic and
eco-friendly; as there is nearly no loss of lithium during extraction,
smaller amount of brine can be used to extract the same amount
of lithium as the existing method.

In cooperation with Pilbara Minerals of Australia in February 2018,
POSCO secured the supply of raw ores to produce 40,000 tons of
lithium products per year and will construct lithium manufactur-
ing facilities of the corresponding scale by 2020. In August 2018,
POSCO bought lithium mining rights for the Hombre Muerto salt
flat in Argentina, and it will build a lithium plant by 2022 with an
annual production of 25,000 tons using POSCO's proprietary lith-
ium extraction technology.

ESS HIIE

ESS (TMWh) for Emergency Generator Replacement at POSCO ICT Pohang Works
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Triton Marine Forest

Triton is effective in restoring the marine areas bleached by higher
ocean temperatures. It can be used to quickly restore damaged
resources in the marine ecosystem. It is also capable of captur-
ing CO, through slag carbonization and seaweed photosynthesis.

From 2011, POSCO has been a part of projects undertaken by cen-
tral and local governments to create marine forests and marine
ranches. In 2018, 1,418 Triton reefs and 12,200 rocks were pro-
vided in implementing fishery stock enhancement and platform
projects to extend the scope of POSCO’s clean marine ecosystem
initiative. Triton marine forest technology was introduced as a best
practice by the World Business Council for Sustainable Develop-
ment to leverage the functionality of by-products from the steel-
making process to conserve the environment, restore the marine
ecosystem and reduce CO, emissions.

Climate Change Partnership

Carbon Disclosure

Since 2003, POSCO has been taking part in the RobecoSAM Dow
Jones Sustainability Index (DJSI) and the Carbon Disclosure Proj-
ect. Such efforts to respond to climate change have been well-re-
ceived.

Between 2005 and 2013, POSCO was the first steelmaker to be
selected as an outstanding company by the DJSI for 13 consecutive
years. POSCO was also selected as a leading company in the steel
industry. In October 2016, the CDP rated POSCO the top performer
among 14 steelmakers based on their performance in responding
to climate change. These achievements are attributable to POS-
CO's efforts to reduce GHG emissions and energy intensity and to
develop low carbon technology.

Working with the World Steel Association on Climate
Change Countermeasures

POSCO is part of the global initiative to counter climate change
in the steel industry led by the World Steel Association (world-
steel). In 2003, the CO, Breakthrough Programme was launched
to develop innovative technologies that can bring down CO levels
in the industry. POSCO has joined the effort from the very begin-
ning and developed a methodology to calculate GHG emissions in
the steelmaking process.

POSCO has been with the Climate Change Policy Group and the
CO, Data Collection Project under worldsteel since their inceptions
in 2007 and 2009, respectively, These activities also led POSCO to
participate in I1SO’s standard-setting process”. On the back of its
contributions to worldsteel's efforts to counter climate change,
POSCO has been included as a worldsteel Climate Action Mem-
ber for 10 consecutive years since its membership was initiated
in 2008-2009.

1)1 SO TC17/WG21", Calculation method of CO, emissions intensity from Iron and
Steel production Part 1: Steel plant with blast furnace(ISO/CD 14404-1) Calculation
method of CO, emission intensity from iron and steel production — Part 2: Steel
plant with EAF(ISO/ CD 14404-2),

woridsteel

POSCO
In recognition of your
participation in the
worldsteel CO, data
collection programme
2018-2019.

CLIMATE

ACTION
Member

Andir eter
worldsteel Chairman

2018-2019 Climate
Action Logo

Certified Energy Champion - A Voluntary Program

The Ministry of Trade, Industry and Energy of the Republic of Korea,
together with the Korea Energy Agency, performs objective assess-
ments on companies for their voluntary efforts to raise energy
efficiency, and recognizes top performers as Energy Champions.
POSCO has joined this effort since 2018, the very first year of the
program, and has been certified as Energy Champion.

Qertificate

WEAD ZUAEL

A HTIE TN R BT B A
Fo8 202 wrs
ORI AL WY K BCH B P st
FoUTHRE BRI

e 11w 15y

@) mRopnBE

Energy Champion Certificate
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NEW GROWTH PROJECT

In 2019, we established the New Growth Division to
identify and nurture new growth drivers. We plan to
develop new business in accordance with new prin-
ciples in order to complement our current business
portfolio, which is heavily focused on steelmaking
business, and to contribute to community develop-
ment and job creation while ensuring that these new
growth engines play a pivotal role in generating profits
for the entire POSCO Group.

To this end, we established the New Growth Planning
Office, the Secondary Battery Material Office, and the
Industry-Academy-Research Cooperation Office, and
these three offices will play a key role in developing
future growth drivers. The Office of New Growth Plan-
ning will re-establish our business execution system
and explore new large-scale impactful businesses
opportunities. The Office of Secondary Battery Mate-
rial will be in charge of technology development and
investment in secondary battery material business,
which is one of POSCO’s new key growth drivers. The
Office of Industry-Academy-Research Cooperation
will be responsible for searching for seed businesses,

New Growth Business Execution Process

v v v

Build a global-scale sensing channel
Strengthen the business verification process
Expand the use of M&A method
Strategy alignment, open R&D

Establish a flexible organization and
corporate culture

Establish anintegrated Group-wide
new business execution system

coordinating collaboration among industry, academia and research insti-

tutes, and nurturing venture companies to set POSCO for its long term
success in the upcoming years.

In developing new growth drivers, we will bring innovation to our new busi-
ness execution process, from the discovery of new business opportunities
to their commerecialization, as well as the entire organizational culture so as
toimprove the competitiveness of our new business. We will select the busi-
ness areas that are aligned with the Group's future growth strategy, and col-
lect data on various business opportunities from both domestic and foreign
markets. We will perform thorough verifications on these opportunities in
consideration of their growth potential, profitability, and our internal capa-
bilities in conjunction with internal and external experts. In so doing, we aim
to increase the success rate of these new business opportunities.

For chosen business opportunities, different approaches will be taken, from
M&A and Joint Venture to internal development, to define detailed business
strategy, and when deemed necessary, R&D will be performed to increase
their competitiveness. Furthermore, we will make sure that we build a broad
internal consensus on these opportunities, align them with Group's mid-to-
longterm strategy, and promote their business expertise and sustainability.

Starting with secondary battery material business, we plan to achieve
KRW 20 trillion in sales from these new businesses by the year 2030, and
create new value for the future together with our stakeholders including
employees and local communities.
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SECONDARY BATTERY MATERIAL

With the electric vehicle market growing rapidly, POSCO is aggressively driving its
lithium secondary battery material business. POSCO produces high-purity lithium
carbonate and lithium hydroxide from various sources such as ores, saline water,
and used batteries, by using its direct extraction technology. “PosLX", POSCO's
proprietary technology for direct lithium extraction has a lithium recovery rate of
over 80%, which is higher than that of conventional commercialized technologies,
and we have increased the production ratio of battery-grade products to over 80%
as well. Driven by demand for smartphone secondary battery and the expanded
distribution of electric vehicle, secondary battery lithium demand is forecast to
rise from 136,000 tons in 2017 to 576,000 tons by 2025. POSCO made an equity
investment in Pilbara Minerals of Australia to secure a steady and long-term sup-
ply of lithium raw materials, and also acquired the mining right of a salt lake in
Argentina.

Anode material production capacity

B FLUERECR 74,000ton

(1) Secondary battery cathode material

Secondary battery material product analysis Sales forecast for secondary battery materials in 2030

17tri|lion KRW

Demand for cathode material with higher nickel content is rising as
it contributes to increasing the driving distance of EVs. POSCO pro-
duces high-nickel cathode material which has 80% nickel to increase
the storage capacity, while also lowering its production cost. Mean-
while, POSCO established a joint production corporation with Huayou
Cobalt, the biggest cobalt producer based in China, to produce cath-
ode precursors, with a view to securing raw material competitiveness
and to enter the Chinese market.

POSCO CHEMICAL is the only domestic producer of anode materials
in Korea, and is currently expanding its production capacity to meet
global demand. A second plant will be built in Sejong City, bringing
POSCO CHEMICAL's anode production capacity up to 44,000 tons per
annum, and will keep increasing its production capacity to 74,000
tons per annum. This corresponds to 2.7 million units of EVs. POSCO
CHEMICAL plans to expand its secondary battery materials business
to reach 20% in market share and KRW 17 trillion in sales by the year
2030.

e — PosLX Plant where Lithium is produced
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INDUSTRY-ACADEMY-RESEARCH COOPERATION

Tapping into the excellent R&D infrastructure of POSTECH and RIST and their ability to
turntechnology into business, POSCO will build a new industry-academy-research coop-
eration system that contributes to value creation.

POSCO's industry-academy-research cooperation system has defined three goals. First,
“Innovation in education” aims at establishing education infrastructure that enables
excellent researchers, following their university graduation, to enter the venture startup
ecosystem. Second, "Innovation in research” aims to provide researchers with greater
autonomy in conducting research and to encourage them to use research resources
to start their own venture business. Third, “Commercialization (start-up) innovation”
aims to establish a support system by matching research outcomes with companies or
research institutes so that these achievements do not simply stay within the boundary

of research institutes but find their profitable applications through commercialization.
o — Pohang University of Science and Technology

Songdo Global R&D Center

Venture business development aims to establish a phase-based venture
support system by leveraging our top-notch research infrastructure and
internal competency. In the first Start-up phase, we use our exceptional
researchers and infrastructure - POSTECH and RIST - to create an R&D
hub and attract venture companies in the three focus areas of materials/
energy/environment, bio/new drug, and Smart City/Factory. The Incu-
bating Center will accommodate entrepreneurs-to-be and venture busi-
ness to provide them with comprehensive support. In the second Growth
phase, top-performing venture companies in the Pohang and Gwangyang
region are given assistance to move into the metropolitan business hub
(Gangnam-Pangyo-Songdo) and commercialize their business ideas. In
the last Globalization phase, POSCO and POSCO Group affiliates use their
overseas network to assist these venture firms in growing into unicorn

Building a Support System
Tailored to Each Stage of Growth

companies. Their success will be aligned with our new business conducted

at POSCO and POSCO Group affiliates to generate synergistic effects while 3 1 | START UP
these globally-competitive venture companies will invest back in our R&D Utilizing our excellent research personnel
hub in the Pohang and Gwangyang region, creating a virtuous cycle of and infrastructure at POSTECH and RIST,
business. we will b.und an R&D Hub and invite venture

: companies.
Recently, global companies identify and invest in venture businesses asan 2 ‘ GROWTH
essential part of their business strategy to secure their future growth driv- We will help start-ups move to the metropoli-
ers. POSCO plans to invest KRW 1 trillion in venture funds to discover new tan area (Gangnam, Pangyo and Songdo City)
business opportunities that will drive POSCO Group's growth in the future, CIE YT Gl ) T e 6T
and such investments will be made in each phase of the entire venture 3 ‘ GLOBALIZATION
business lifecycle, from the startup phase to the growth phase. This will We will use the overseas network of POSCO
help facilitate private sector engagement inventure investment and create and POSCO Group subsidiaries to provide

. o : : support.
a virtuous cycle within the venture ecosystem, and ultimately contribute to

creating jobs for youth and revitalizing the local economy.
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We will create value society together with you

With our continued social contribution activities, we will create social value and contribute to
improving the quality of life for all.

We will present a model of shared growth where business and society grow together by
helping address various social issues, and we will cultivate venture start-ups and SMEs as a
way to pursue the value of win-win partnership.
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SOCIAL CONTRIBUTION

POSCO defines its management vision as ‘With POSCO, We're the
POSCO' in pursuit of its management philosophy, ‘Corporate citi-
zenship: Building a Better Future Together’. We value social coex-
istence and strive to fulfill our responsibility toward corporate cit-
izenship. To strike the right balance between social and economic
values and to actively participate in addressing social issues,

Strategy Directions and Focused Areas

POSCO has carried out various corporate citizenship activities
that are organized and implemented by our social contribution
group under Corporate Citizenship Office. Fully leveraging POSCO
Group's strengths, we endeavor to maximize their impact and
create social values. We also continue to communicate with our
stakeholders in making strides for a better society, ‘Society With
POSCO!

POSCO's corporate citizenship activities are undertaken in accordance with the following three strategy directions in three focused areas.

Strategy
Directions
Focus on resolving social issues that are
urgent and relevant to our business
Three Focused [3°8)
Areas Community BUE

=

2018 Social Contribution Performance

Total Social Contribution Expenditures  (based on FKl criteria)

204 ® Human Resource Development
0

28,853 million KRW
9%

Take the lead in the entire process of
business discovery, planning and execution

Total ® Social Welfare

14,465 million KRW
48,650 | 00

million KRW @ Sports & Culture
4,275 million KRW

59%
Volunteering

1,057 million KRw

0
77% ® Community Investment

19% 37,480 million KRW

4% ® Donation (oversea / others)

9,185 million KRW

Total Others (Commercial Initiative)

48,650 million krw 1,985 million KRW

Employee Donation to Community
Volunteers Chest of Korea

Total 462,697 hours POSCO & billion KRW

National average: POSCO Group:

28.3 hours cumulative total 141.95 billion KRW

Specified targets Taking the lead Differentiated approach

Create a social role model through the
use of dinstinctive brand

o
! Employee participation
(yta)  Emlopeeparticp

Future generation

Major Partners

Category Project Period

Habitat for Humanity ~ University student volunteers
(Beyond) Construction of

Steel Village

2007-present
2012- present

Building steel houses for fire
damaged and low-income
families

Food for the Hungry
International

2009- present

Korea International Social enterprise in Indonesia  2014-2016

Cooperation Agency (PT.KPSE)

(KOICA)

Awards received

Awards Time Agency Content

Global Metal May, 2018 S&P Recognized for the
Awards (Metal Global corporate sustainable
company of the Platts management and

Year), Grand Prize increased brand value

UN SDGs
Business Practice

July, 2018 Korean Recognized for the corpo-
Agency of rate initiative in sustainable
UN's SDGs management
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COMMUNITY

With a strong sense of community, POSCO clearly recognizes the
pursuit of coexistence with local communities as a corporate cit-
izen as its most important responsibility and value. As an active
participant of the UN SDGs, POSCO complies with and practices
these new sustainability goals set by the United Nation. Local com-
munity members in 53 countries where POSCO's operations are
based are regarded as our most valued stakeholders. We support
them to build a inclusive, safe and resilient community by assist-
ing the expansion of their social infrastructure as a member of
these local communities. POSCO's resources and competencies as
a group are effectively utilized in pursuit of building a more equal
and sustainable community.

POSCO Steel Village

POSCO Steel Village Project is POSCO’s major corporate citizenship
activity that utilizes our steel products and expertise in construc-
tion technology. The project was designed to build safe houses in
local communities to promote their healthy life and contribute to
the expansion of basic social services.

*POSCO Steel Village SDGs Initiative has been recognized and enlisted in the Partner-
ship for SDGs section on the UN SDGs website since November, 2017.

@ steel Village in Indonesia  BENEFICIARIES: /9 PEOPLE

+ The environmental improvement project for the poor in the local
community near POSCO Steel (PT.KP) in Indonesia since 2018

* Built new housings with bathrooms. Planning to build other pub-
lic facilities (Water fountain, garbage incineration plant, school,
etc) and implement community education program (on con-
struction, hygiene and economics).

+The construction was carried out by volunteers including
employees from POSCO Global Volunteers, POSCO Chungam
Foundation beneficiaries, and POSCO University Student Volun-
teers (BEYOND).

BENEFICIARIES:

) Construction of ;
i 17 ramiLies /52 peopLe

Steel Housing in Korea

+ Provision of steel houses to support the recovery of fire dam-
ages and low-income families with residence stability

+The use of POSMAC (POSCO's steel product with greater cor-
rosion resistance) as exterior and interior building material
ensures the durability and safety of the houses.

*Total of 50 steel housing units were built across the country in the last nine years
(2009-2018)

Supporting Self-Sufficiency of the Underprivileged

POSCO believes that supporting people to become financially
self-sufficient is the ultimate solution to improve their quality
of life. As part of our corporate citizenship activities, we provide
decent jobs for the underprivileged people to ensure their stable
settlement in our society. We support all male and female workers
including married migrant women, seniors, youth and physically/
mentally challenged individuals to help them improve their pro-
ductivity and receive fair compensation for their work.

€ Café OAsia : peNerIcIaRiEs: 49 PeopLe

- Café OAsia is a social franchise (co-op of small cafes) project
established by POSCO and SESNET and the first Korea Social
Co-op Union by the Ministry of Employment and Labor.

- It provides job opportunities for married migrant women who
suffer from unstable employment.

- Profits from this franchise business are donated for multi-culture
awareness campaigns and the creation of new jobs.

*Jan. 15th, 2013: Certified by the Ministry of Employment and Labor as the first social
co-op union.

* As of December 2018: 49 employees from the multi-cultural & underprivileged groups
are working in 25 sites.

O silver Home Care ¢ penericiaries: 30 peopLe

*Home visitation care service provided to mobility-challenged
seniors by healthy seniors.

+ The caregiver makes 4 home visits per month to provide assis-
tance in cleaning, meals and outing along with emotional support.

Steel Village in Indonesia
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@ social Enterprise in Indonesia : senericiARIEs: 325 peoPLE

+ PT Krakatau POSCO Social Enterprise Services Indonesia (PT.
KPSESI) was established in 2014 in partnership with the Korea
International Cooperation Agency (KOICA).

- It provides jobs and job training for youth primarily from three
nearby villages in Cilegon where POSCO Steel of Indonesian (PT.
KP) is located. The company also gives back to the community
through its social contribution activities.

* The selected trainees perform maintenance work for six months
in the steel factory while participating in weekend programs
(computer, machinery maintenance, welding repair etc.) to improve
their job competency.

+Job opportunities are provided to trainees with improved job
competencytoland ajob in partner companies.

: BENEFICIARIES: 282 PEOPLE

0 Social Enterprise:
(HUMANS: 213/ POSPLATE: 69)

POSCO HUMANS, POSPLATE

+POSCO has established social enterprises and provided man-
agement support as a way to offer stable and quality jobs for the
underprivileged.

+ POSCO HUMANS is a social enterprise which was established in

2013 as Korea's 1st standard enterprise for physically/mentally-
challenged. Precedence is given to people with disabilities
and underprivileged individuals who stayed unemployed for
an extended period of time during the recruitment process.
This program provides job opportunities in the areas of office
work support, IT, cleaning, vehicle support, and steel house
construction within POSCO.

Construction of Steel Housing in Korea

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO
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Supporting Arts & Culture

POSCO assists local community members in enjoying culture
and builds a broader foundation for the advancement of arts and
culture by offering a wide range of cultural and arts performances
and operating diverse cultural spaces as part of its Mecenat
initiative.

Supporting Arts & Culture

Category Region  Content Operation Beneficiaries
(numberof events) (number of people)

POSCO Concert* Seoul  Pop music concert 7 3,215
(2017 ~)
POSCO Seoul Seoul  Children's musical 4 2,442
Kids Concert
(2015~)
POSCO Art Seoul  Artexhibition 6 45,000
Museum
(1998 ~)
The POSCO Pohang Introducingthe  Year-round 41,380
Museum history of POSCO
(2003~)
Hyoja Art Hall Pohang Cultureand art 1 1,462
(1980~) performances,

movies
BaekwoonArt  Kwang- Performance 85 25714
Hall (1992 ~) yang  spaces forrent

*POSCO Center Concert (1999-2014, total 167 concerts) was renamed and resumed

starting in September, 2017.

Cafe OAsia

Social Enterprise in Indonesia
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Future Generation

Since its establishment, POSCO has provided extensive qual-
ity education opportunities that are inclusive and equitable for
all children and youth. These opportunities help beneficiaries
develop their ability for a more stable life with self-sufficiency.
POSCO also provides university students with opportunities to
communicate with their underprivileged neighbors at home and
abroad under the principles of global citizenship. Through this
program, students grow into able members of our society and
learn to better coexist with others in their community. We provide
support for children and youth to explore and experience a variety
of career paths. We encourage young minds to discover their own
potential and seize the endless possibilities ahead of them.

POSCO Global Youth
(7]

Volunteers (Beyond) 100vowuwreees

+Beyond is a volunteer group comprised of university students
with diverse backgrounds (age, region, school, major, etc.) with
100 volunteers recruited each year.

+ These volunteers carry out various activities (steel house build-
ing, talent donation, cultural exchange etc.) for eight months at
home and abroad.

© Dream Bridge ! BENEFICIARIES: 269 STUDENTS

+ Dream Bridge provides a career education program for middle
school students living in regions with a high ratio of underpriv-
ileged individuals.

+ This program aims to narrow the opportunity gap in education in
order to help youth improv their self-esteem and inner-competence.

- Career exploration program in the context of the 4th industrial
revolution was offered in 2018.

The 12th Beyond (2018) Volunteer Performances

Category Region Content
12th Korea (Pohang, + Built 5 steel houses for the fire damaged
(100 Namwon, Soon- and low-income household (July, 2018).

vounteers) chang, Jangheung)

Cilegon,
Indonesia

+Built 10 POSCO Steel Village houses in
the 4 villages near Cilegon (Jan. 2019).

+Korea & Indonesia Cultural Exchange
event

+ Conducted UN SDGs education pro-
grams in the local middle & high schools.

- Launched the Beyond Indonesia initia-
tive (23 volunteers) and carried out joint
activities

Employee Participation

POSCO employees practice the corporate culture of ‘volunteer
service and sharing’ to reinforce POSCO's corporate citizenship. In
the year of 2018, POSCO employees have volunteered for an aver-
age of 28.3 hours per person. Over the last 30 years, they have
actively contributed to earn the trust of their local community and
build a better society through their continuous and self-initiated
services. POSCO Employee Volunteers aim to provide services that
create actual impactin the lives of beneficiaries.

o Talent Volunteer Group
(26 groups)

BeNerICIARIES: 21,453 peopLe

+ POSCO employees carry out a wide range of volunteer activities
using their individual talents based on professional expertise as
well as personal interests.

——— POSCO Employee Global Volunteers
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Talent Donation Groups

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO

APPENDIX

Service Corps

Region
(no. of beneficiaries)

Activities

Clean Ocean Volunteer Group

Nationwide (4,500)

Conservation of the marine ecosystem which involves removing marine waste and starfish in the coastal areas in the
vicinity of POSCO Group's worksites.

Cultural Assets Preservation Volunteer Group  Seoul (1,950) Specialized education focused on the preservation of cultural assets around Seoul.

Volunteer Photographer Corps Seoul (389) Photoshoot services for senior citizens, single-parent families, and multicultural families who otherwise would have limited
opportunities to visit photo studios.

Green Home Team Seoul (7) Consolidated support service by POSCO employees to help low-income families reduce energy cost through wallpapering,
flooring improvement, replacement of LED lights, and energy-use assessment guidance.

Magic Arts Volunteer Corps Seoul (TBA) Cultural program for the underprivileged provided through arts and music performances in their local community facilities.

Techno Pro Bono Corps Pohang (100) Provision of various support for nearby agricultural and low-income communities by capitalizing on the scientific
technology of the research lab including the development of ergonomic agricultural equipment and repair services.

Volunteer Corps for Children’s Happiness Pohang (28) Provision of diverse and active education opportunities for elementary and middle school students to enhance their sense
of achievement and self-respect.

Reform Volunteer Group Pohang (12) Renovation services designed to provide safe houses for low-income families. Focus groups would include: those who
receive national welfare benefits, the elderly living alone and others.

Serving Volunteer Group Pohang (43) Contact-based service for the elderly in local areas to strengthen their relationship with the community through genuine
sharing and heartfelt services.

Golden Time Service Team Pohang (690) Education program to teach the local residents about first aid treatment and cardio-pulmonary resuscitation (CPR) in
order to promote the safety of Pohang citizens.

Happiness Sharing Mural Service Tea Pohang (3,400) Donation of artistic talents to make Pohang a beautiful city through mural paintings in residential neighborhoods.

Love Study Room Volunteer Team Pohang (51) Tutoring services by Steelworks employees for youths who face difficulties with advanced learning due to financial hardships.

Electrical Repair Volunteer Team Pohang (189) Provision of various preventative measures against electrical hazards including replacing old lighting systems and check-
ing the electrical safety of local residences.

Hand Acupuncture Service Team Pohang (2,588) Provision of hand acupuncture and massage services, for the elderly with ailment, by the employees who completed the
required trainings.

Technology Sharing Volunteer Group Gwangyang (619)  Provision of technological expertise of the research lab and equipment sharing. Such projects have included, making ver-

min repellent kits as well as various sign boards using the Inkjet printing technology.

Friend Volunteer Group

Gwangyang (1,308)

Specialized support for multicultural families including group wedding ceremonies, farming assistance, and Korean
culture education programs

Engineer Teaching Volunteer Group Gwangyang (55) Tailored education services to capitalize on engineers' talents on English, math, and science for the children in the local
childcare centers.

Farming Machine Repair Service Volunteer  Gwangyang (438) Provision of repair services of farming machinery, house gates, and steel structures for local families by employees with

Group expertise in ironsmith and machinery maintenance.

Volunteer Wallpapering Service Team Gwangyang (96) Wallpaper and floor replacement service provided for the elderly living alone or children under the custody of their

grandparents.

Foot Massage Volunteer Group

Gwangyang (559)

Foot massage services for the elderly living in community facilities.

PC Repair Volunteer Team

Gwangyang (156)

Provision of PC repair services for the local community centers welfare centers and other public facilities.

Electric Device Repair Volunteer Team

Gwangyang (87)

Provision of wire arrangement and electric repairs for welfare center facilities through semi-monthly visits

Hairdressing Volunteer Team

Provision of hairdressing services for the elderly with mobiity challenges.

SNAP Photography Volunteer Team

Gwangyang (445)

Photoshoot services for the elderly in the senior centers of sisterhood villages located in the vicinity of our steelworks.

Medical Volunteer Team

Gwangyang (324)

Provision of medical checkups and supplies for elderly residents living in sisterhood villages.

Laughter Sharing Volunteer Team

(

(

(
Gwangyang (1,045)

(

(

(

Gwangyang (1,173)

Recreational activities for the local residents and the underprivileged with limited access to recreation and culture.

Sisterhood Villages,
‘Sharing Saturday’
Volunteer Activities

- Since 1988, starting with Hagwang Village in Gwangyang, we have
implemented “One Department for One Village” efforts and carried
out our employee volunteer activities on a regular basis.

+We practice the principle of sharing with those who are marginalized
in their community through our monthly “Sharing Saturday” program.

® POSCO Employee
Global Volunteer Corps

CASE REPORT

204 SISTERHOOD VILLAGES

i (121IN POHANG, 77 IN GWANGYANG)

BENEFICIARIES: 38

Incentive Policies for Employee Corporate
Citizenship Activities

I Volunteer Sharing Mileage  Employee volunteer activities are
acknowledged through certification plaques for each 500/ 1,000/
5,000/10,000 accrued hours of their volunteer works.

1 POSCO 1% Foundation Matching Grant The foundation is oper-
ated based on the funds donated (one percent of the monthly pay)
by employees of POSCO Group and its partners. We make an equal
amount of donations to match those made by employees in order

to encourage the self-directed social contribution of our employees.
(7TH: 14, 8TH: 24)

I Corporate Citizenship Volunteer Award

- Since 2015, POSCO Group employees have traveled abroad twice
ayear to volunteer for the construction of POSCO Steel Villages.

- In the first half of 2018, 47 volunteers (7th) were sent to Rayong,
Thailand. This was followed by 49 volunteers (8th) who were sent
to Cilegon, Indonesia in the second half of the year. The volun-
teers helped build a total of 12 houses for local residents.

- Every year, outstanding performance of our employee volunteer
corps as well as external partners is awarded based on the impact of
their contributions to society and the company.

- The objective of the annual volunteer awards is to share the exam-
ples of successful cases and to disseminate the spirit of sharing.
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Operation of Non-profit Public Foundations

As a responsible corporate citizen, POSCO pursues the value of coexistence as well as economic profits. POSCO has established a number of
foundations (POSCO 1% Foundation, POSCO Education Foundation, TJ Park Foundation, POSCO Smile Microcredit Bank) to undertake a wide

array of social-giving programs.

POSCO 1% Foundation (2013-present)

Itis a public welfare foundation operated on the fund donated (one
percent of the monthly pay) by the employees of POSCO Group and
its partners.

Number of donors 21,723 people as of December, 2018

Participating business partners 117 companies

Revenue

Total of 7.64 billion KRW (employee donation
/matching grant/interest earnings etc.)

POSCO 1% Foundation
The Foundation Board

(making operational decisions)

Fund Management Committee
(reflecting donors’ opinion)

Foundation Bureau
(operating and reporting on purpose businesses)

Directors (6 members): Choi, Jung-Woo (Chairman)/ Choi,
Gwang-Shik (Professor)/ Lim, Chae-Min (Advisor to Lee & Ko Law Firm)

Scholarship Certificate Awarding Cere-
mony for the Chin Chin Rainbow Project

Briefing on the Do Dream Project

Major Projects Undertaken by the POSCO 1% Foundation
The foundation supports our next generation in building their self-sufficiency, builds steel welfare facilities, preserves traditional culture and
implements other programs selected by our donors.

Support next-
generations
for their
self-sufficiency

o

Build steel
welfare
facilities

©

Preserve
traditional
culture

Donor selected
projects

/Ham, In-Hee (Professor) / Lee, Bong-Ju (Professor)
/Magsarjav Undrakh (Former honorary vice-mayor of seoul)

| Auditor: Yoon, Man-Ho (Vice chairman of EY-Hanyoung Korea)

Do Dream
beneficiaries: 78 people

« Support program for the future independence of children living in welfare

centers who will reach an age of departure soon and leave their institution

+ Provision of education funds to support them in obtaining vocational

certifications and planning their career path, accompanied by the reqular
mentoring of employees.

Chin Chin Rainbow Project
beneficiaries: 69 people

- The project supports career planning programs for the youths from

multicultural, defected North Korean and low-income families.

- It selects over 50 students each year across the country to receive schol-

arship support in various fields including IT, art, cosmetic service, music,
cooking, sports and other desired areas.

- It provides a variety of programs year-round such as one-on-one mentoring,

career counselling, volunteer activities and scholarship student reunion.

Gwangyang Children’s Shelter

(structure: 1st floor-office, classrooms (200 m2), 2nd floor-shelter (250 m?2 ]

for 14 people).

+ The shelter is the first co-ed facility for abused children that provides liv-

ing spaces, protection, medical care, education and other services.

+ The shelter was built in collaboration with POSCO Steel Sheet and POSCO

Humans using POSCO's Flow Coat technology.

Chunglimdong Sharing Center

(structure: 1st floor-cafeteria (330 m2), 2nd floor- book café & study
rooms (165 m2).

+ The center is built by POSCO Humans as a welfare facility for seniors,

children and other residents in the community.

Little Concert for Our Heroes
beneficiaries: 1,450 people

+ 4 concerts were held in 2018 in Gwangyang, Inchon, Gumi and Iksan.

+ The concert began since 2015 for the manufacturing workers in industrial

complexes.

« It provides performing opportunities to new musicians while contributing

to the popularization of traditional culture through its musical crossover
with pop music.

Yi-eum Exhibition: Connecting generations
beneficiaries: 69,325 people

- Since 2015, Yi-Eum exhibitions have promoted the excellence of Korea's

traditional metalworks through the artistic collaborations between the
intangible cultural assets and contemporary metal artists.

- In 2018, a collaborative exhibition, “Steel Arts and Housing Culture of Korea,"”

brought four holders of intangible cultural assets in metalworks, 16 con-
temporary metal artists and 2 craft studios to work together. The exhibition
showed over 150 pieces of metalworks including farming tools and furniture.

Donor selected projects

+In 2018, 132 projects were supported by 18 companies.
+ Various community-tailored social contribution programs were implemented near Pohang and Gwangyang Works.
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POSCO T) Park (Chungam) Foundation (1971-present) ——

- Since its inception as the ‘Steel Scholarship Foundation” in 1971,
the foundation has offered various scholarship programs such as
POSCO TJ Park Prize, POSCO Asia Fellowship, POSCO Science Fel-
lowship and POSCO Regional Scholarship.

- Scholarships are offered in Korea as well as in other Asian coun-
tries to extend the opportunities of advanced education to tal-
ented individuals in developing countries.

Beneficiaries: 493 people

Cumulative total beneficiaries: 1 1 ,334 people

Major Projects of POSCO TJ Park Foundation

This prize aims to commemorate the achievements of

the founder, TJ Park, and uphold POSCO's founding

POSCO  spirit of “respect creativity, nurture talent, and promote
T) Park philanthropy.

Prize *Since 2006, 40 people have been awarded on 12 separate
occasions.

This is an academic and cultural exchange project
designed to enhance mutual understanding among
the Asian countries and promote a more positive view
of Korea and POSCO.

Scholarship for Asian Students Studying in Korea
- Since 2005, 377 students from 29 countries.

Fostering Asia-specific experts
- Since 2006, 140 people from 22 countries.
POSCO Asia

. Support for Asia-specific research on humanities
Fellowship bp P

and social sciences
- Since 2005m 306 projects from 15 countries.
(Korea: 214, Others: 67)

Scholarships for leading Asian universities

- Since 2005, 4,569 students from 33 universities in
various countries

Quarterly literary journal ‘ASIA’

- Since May 2005, 51 quarterly issues.

The fellowship is offered each term to 30 selected

graduates in Korea who are attending doctoral courses

and/or working as postdoctoral researchers or young

TJ'Park assistant professors in the fields of mathematics, phys-

scence jcs, chemistry, and biology. It provides two to three

Fellowship  years of support to these scholars in order to foster
world-class scientists.

*Since 2009, supported 307 scholars over ten terms.

POSCO Rising Star Scholarship
The fellowship is offered to selected outstanding high
school students in Pohang and Gwangyang to provide
high school tuition assistance and special scholarships
POSCO -
when they enter university.

*Since 2006, 853 students have been selected

POSCO Vision Scholarship

The scholarship is offered to hard-working students
under disadvantaged circumstances to contribute to
making our society a better place.

L *Since 2006, 454 students have been selected

Regional
Fellowship

POSCO Educational Foundation (1971-present) ———

Established in 1971, the foundation aims to foster talented individ-
uals with creative and ethical minds as responsible global citizens
by providing education that is aligned from kindergartens to ele-
mentary/middle/high schools for the period of 13 years.

Beneficiaries: 2,441 people

Cumulative total beneficiaries: 1 22,1 95 people

Operational status of POSCO Educational Foundation

School
Operation
Total of 1 2 school

in Pohang, Gwangyang
and Inchon

Donations
(1971-2018)

1 ,0298 billion KRW

- Education and facility
expenses: 956.6 billion KRW

- Profitable business fund: 68.8
billion KRW

-2 kindergartens

-4 elementary schools
-2middle schools

-4 high schools

- Employee welfare fund: 4.4
billion KRW

POSCO Smile Microcredit Bank |

+The bank was established in 2009 to support the economic
self-sufficiency of people with low-income, low credit and other
financial vulnerabilities. The bank provides these individuals with
business startup funds and management funds under its micro-
credit programs without collateral.

+ By facilitating the growth of social economy, it aims to help stabi-
lize and improve the welfare of low-income people and contrib-
ute to balanced social growth.

*4,172 people received loans valued at 40.784 billion KRW.
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SHARED GROWTH

Policies and Programs for Shared Growth

Vision and Value System for Shared Growth

Brand Name Sharing Growth as a Corporate Citizen

Goal Realize win-win partnership with our community by enhancing ner companies’ competitiveness and creating social value
Open & Fair — Innovation — Community

Directioniof T IO Support innovative growth Advocate in addressing issues

Activities PP . — by taking safety and environment — in our community through

establish fair-trade practices . . ) o :
into consideration. win-win cooperation.

Shared Growth History

[ Share Growth Began from the Day POSCO was Established ]

Established the Fair-trade " ) .
management system |@l Introduced Shared Growth programs [iLg Activation period for shared growth activities

- Implemented e-commerce (2001) - Introduced the Benefit Sharing System for the - Raised private-public funds (2009). - Supportactivity in equipment solutions (2015).
- Started the Compliance first time in Korea (2004). - Launched the executive-led Shared - Supported SME smart factories (2015).
Program (2002) - Began full cash payment for suppliers (2004). Growth Support Group (2010). - Raised cash payment support funds (2017).
- Implemented Techno Partnership (2006). - QSS innovation hub activities (2011). - Terminated the low-est-bidder system (2018).

1999 2005 2010 2013

1999-2004 2005-2007 2010 2013 2016
1999.02 - Early paymentto i 2005.07 - Raised funds to :2010.06 - Conducted Techno Part- 2013.05 - Signed an agreement on 2016.04 - Signed an Fair Trade agree-
suppliers during support suppliers : nership (tailored technical : voluntary practice of the ment throughout the Group
holiday seasons 2006.07 - Operated the patent support for suppliers) Benefit Sharing System 2016.06 - Received the highest rating in
2003.07 - Became the first consulting center 2010.09 - Reflected Shared Growth : 2013.06 - Signed anagreementon Shared Growth index evaluation
Korean steel maker : 2006.08 - Transferred performance in executive promoting the Industrial for four consecutive
to adopt the SRM POSCO-owned evaluation Innovation Movement £2016.09 - Expanded support for SME
system patent technologies - Published a guidebook  :2013.10 - Ran the POSCO WinC smart factories
: 2004.07 - Became the first 2006.09 - Conducted Techno introducing Shared to promote fair trade £2016.11 - Held the Partners’ Day for
: Korean company to : Partnership Growth programs : between first and second Shared Growth
adopt the Benefit 2010.10 - Launched the tier suppliers 2016.12 - Wi
) : . .12 - Won the grand prize at the
ISha:lng Sytstzm 2008-2009 H ZXGCU;V?‘@d Snged 2014 Korea Shgred G?owth Awards
‘Implemente 2008.08 - Supported QSS rowth support Group
2004.10 network loans mn%?/at\on Sct\vities - Established councils for 2014.04 - Reformed the exe 2017
- Implemented 200811 -Signed an agreement second to fourth tier cutive-led Shared 2017.09 - Improved the purchasin
200412 whole cash or?rawsing sgecia\ win- suppliers Growth Support Group gysgem, mdud?ﬂg the !
payments for win cooperation funds - Opened a Sinmungo ?tggggﬂescts—tbeﬁed expansion of lower limit price
purchases from i2008.12 - Signed an agreement (grievance report system) p y_ . bidding system.
SMEs : . gnea an agre 2014.06 - Held open discussions . .
on raising Public-Pri- 2011 between POSCO and 2017.09 - Executed double-digit wage
vate joint R&D funds i increases for the employees
2011.04 - Enacted the Code of suppliers of partner companies

- Signed an agreement
on win-win coopera- :
tion and fair trade at 2011.07 - Expanded the execu-

Conduct for suppliers 2014.10 - Opened the Shared

Growth Portal site 201711 - Expanded full cash payments

to medium-sized companies

the POSCO Group level tive-led Shared Growth 201411 - Held the Partners’ Day and raised cash payment
2009.03 - Opened the “Recruit- Support Group to affiliates for Shared Growth support funds
ment Center for POSCO : 2011.10 - Held the Idea Market Place : 2015 -Held the Partners’ Day for
: Pa rtners” at Job World - Signed an agreement . i Shared Growth
£2009.09 - Implemented network on private-public joint 2015.05 ggggﬂﬂegf;c”t%;g‘su’ 201712 - Signed an agreement on the
loans for POSCO Family investments in technology PP expansion of cash payments
companies : development projects : 2015.06 - Held the Shared Growth
: conference 2018
2012 2015.12 -Heldthe Partners'Day : 2018.04 - Terminated the lowest bidder
2012.07 - Established POSCO's for Shared Growth wins system
umque”Benef\tHSharing -Signed an agreement 2018.09 - Supported the nurturing
model “FOCUS on supporting SME : of young talents and their
2012.09 - Won the Presidents’ smart factories employment and/or start-up
Award for Benefit Sharing - Won the grand prize £2018.10 - Signed an MOU to narrow the
at the Korea Shared : wage gap between large
Growth Awards companies and SMEs

201811 - Held With POSCO Partners’
Day for Shared Growth
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Shared Growth

On the 50th anniversary of POSCO’s establishment, we declared
“Corporate Citizenship: Building a Better Future Together” as our
new corporate vision and our plan to further advance our shared
growth activities to fulfill this vision. In the rapidly changing busi-
ness environment, it is necessary to join hands with SMEs to
respond preemptively to such conditions based on a solid supply
chain. Large companies are called upon to take stronger social
responsibility, as their objectives go beyond just making profit.

POSCO strives to build a healthy industrial ecosystem where eco-
nomic and social values are created in a virtuous circle. We believe
undertaking shared growth activities together with our busi-
ness partners to a build solid supply chain will make this possi-
ble. POSCO launched an organization that is solely responsible for
providing support to SMEs in June 2005, and the Shared Growth
Group under the Facilities and Materials Purchasing Office is cur-
rently implementing shared growth activities. Twenty shared
growth programs in four sectors such as business stabilization
support, technological innovation, nurturing venture companies
and talents, and spreading the culture of shared growth are being
implemented systematically, and we are actively pursuing pro-
grams to support not only first and second tier companies, but
also other SMEs that we do not have trading relationships with.

Major Shared Growth Accomplishments in 2018

+ Terminated the lowest bidder wins policy for
purchasing equipment and materials
(first large company in the private sector to do so)

+ Introduced the lower limit price bidding system

+ Nurturing young talents and helping them land
ajob or create a startup

- Operating three employment/startup support
programs: Youth Al/Big Data Academy,
Practical Employment Training, and Startup
Incubating School

{ September

- Signed an MOU to narrow the wage gap between
large companies and SMEs

+ The MOU was signed between the Shared
Growth Committee, large companies and small
and medium-sized partner companies

October

+ Held With POSCO Partners' Day for Shared
Growth.

1 November P
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POSCO’s Shared Growth Program
Program structure 20 programs in four sectors
POSCO actively operates Shared Growth programsin all of its busi-
ness areas that involve not only SMEs that we have transactions
with, but also second and third-tier suppliers and companies we

may trade with in the future.

Throughout the Supply Chain (Ecosystem’s competitiveness)

CRM >

Ja)
B SR>

Supplier

Customer
POSCO’s Shared Growth Program

&

Support stable
management

S

Promote venture companies Spread the culture of
and talents shared growth

Technological
innovation

Supporting SMEs for Stable Management
Low-interest support funds

POSCO operates win-win cooperation funds from which SMEs can
take loans at interest rates that are 1~2% lower than market rates.
In 2018, we invested an additional KRW 100 billion to the funds to
increase their value to KRW 516 billion, and we operated the funds
with commercial banks to provide low-interest loans. In 2018, the
funds provided loans worth KRW 483.8 billion to 333 of POSCO's
partner companies.

Cash payment support funds

POSCO operates KRW 50 billion cash payment support funds to
help first-tier suppliers make timely payments to second-tier com-
panies. This helps first and second-tier companies in their fund
operation and spreads the practice of making early cash payments.

Win-win payment system and POSCO WinC

POSCO introduced a win-win payment system to make sure that its
first and second-tier suppliers can receive cash payments on their
due date. This system enables suppliers to cash their payments
even before their due date at a price as low as that of POSCO. We
are also encouraging first and second-tier suppliers to proceed
with cash payments through the POSCO WinC system.
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Full cash payment for SMEs

To help our SME business partners do business in stable operat-
ing conditions, we have been making full cash payments to all our
registered SMEs since 2004, twice a week, within three business

days after delivery. In addition, during the holiday seasons when
cash is most needed, we make payments everyday so that SMEs
will have less issues with their cash flow. In November 2017, POSCO
expanded the scope of full cash payments from small to mid-size
companies.

Advance and interim payments for equipment purchase

In the event that SME partners have to invest an extended period
of time in manufacturing equipment, POSCO pays advance and
interim payments to help them maintain their financial liquidity.
In addition to the equipment purchasing system that pays 20% of
the total contractual amount in advance, POSCO introduced the
interim payment systemin 2010 to help SMEs with their operations
and cash flow. Supplier companies who sign a contract exceeding
KRW 100 million over a period of 180 days or longer are eligible for
this system. Interim payments are made after half of the contract
period has passed, within 30% of the total contractual amount. In
2018, KRW 151.9 billion (454 cases) was paid as advance, and KRW
24.5 billion (17 cases) as interim payment.

Full cash payment of transportation costs to
delivery service companies

POSCO pays for transportation costs in cash to delivery service
companies in order to encourage them to make cash payments
to their subcontractors. We settle the invoice in the beginning of
the following month of product delivery through full cash pay-
ments, and recommend transportation companies to pay their
subcontractors within 30 days in cash as well. We check transpor-
tation company’s compliance with this payment rule each quarter.
In 2018, we made full cash payments worth KRW 188.9 billion for
transportation costs.

Fair trade-type bidding system
In April 2018, POSCO terminated the “lowest bidder wins” system
to prevent excessive competition among partner companies. The

new “Fair trade-type bidding"” system excludes bidders whose bids
are too low (the lower price limit bidding method) and chooses the
company whose tender is closest to market prices (market price
bidding method). In addition, we introduced the “Total Cost of
Ownership” that considers product’s performance, maintenance
costs, and lifetime in addition to bidding prices, to identify the
most competitive bidder through comprehensive assessments.
POSCO will continue to improve and advance its bidding system to
support partner companies to do business under stable manage-
ment conditions and invest for the future.

Global platform business

Based on our global network including the sales network, process-
ing technology and processing centers, we establish joint ventures
abroad with small and medium-sized component parts producers
to help them tap into overseas markets and to create new demand
for steel products. In 2018, we created seven joint ventures with
four SMEs, creating USD 308.3 million worth of demand.

Support in opening overseas markets

POSCO uses its brand image, overseas network and infrastruc-
ture to support SMEs in opening new overseas markets and pur-
suing steady growth. POSCO makes it possible for partner com-
panies to export as one of POSCO's overseas subsidiaries. In
addition, we purchase products needed at our overseas subsidiar-
ies from domestic partner companies in bulk, contributing to their
sales volume. We encourage partner companies to participate in
the establishment of our overseas subsidiaries, helping them to
secure a sales base overseas.

Technological Innovation

Benefit Sharing

The Benefit Sharing System aims to jointly conduct improvement
activities and share the benefits with suppliers. It is recognized
as an exemplary model of shared growth between large compa-
nies and SMEs. Partner companies can develop technology and
increase their sales, while the purchasing party can secure quality
improvement and enhanced competitiveness.

The Benefit Sharing System was introduced by POSCO in 2004 for
the first time in Korea and has been promoted across the entire
industries since 2012. As of March 2019, a total of 376 companies
are operating the system. POSCO gives compensation worth 50%
of the amount of benefits created through benefit sharing tasks,
and provides diverse incentives including the signing of long-term
contracts, awarding extra points for supplier SRM evaluation,
and making joint patent applications. In 2018, KRW 24 billion was
awarded to 420 completed projects.
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Benefit Sharing Case Study

The blast furnace trough runner hot-air
drying facility (Hwa Sung Tech Win)

Project

details

Refractories, used to cover the passage of molten iron
from the blast furnace, need to be dried to eliminate
their moisture during the manufacturing process. While
direct heat drying has been used instead of the highly
time-consuming natural drying process, this resulted

in manufacturing cost increases due to the ununiform
quality of the drying process, the abrasion of refracto-
ries, and the large quantities of fuel consumed.

v

The refractory drying process was shifted to hot-air
drying and its temperature discrepancies were reduced
through the use of automatic temperature control tech-
nology, which led to the prevention of refractory abra-
sion and the reduction of manufacturing (fuel) costs
(90% reduction in gas consumption)

Project

result

Hwa Sung Tech Win

Performance reward of KRW 107 million and supply deal
worth KRW 777 million (will be applied to seven blast
furnaces in Pohang Works' Blast Furnace No.2, No.3,
and No.4)

POSCO

Annual cost saving of KRW 14.05 million (reduced cost in
making the molten iron runner cover)

o — [Before]

Direct heat drying

> 0 — [Improved]
Hot-air drying

APPENDIX

Public-private joint investment for
technology development

POSCO provides cash payment support to help SMEs undertake
their R&D projects through the R&D funds raised in collaboration
with the Ministry of SMEs and Startups. In case such projects gen-
erate successful outcomes, POSCO makes purchases from these
SMEs for a determined period of time. An SME can receive up
to KRW 1 billion within 75% of the total R&D expenses, reducing
the financial burden of their R&D activities. For this, we spent the
entire KRW 10 billion raised in 2008. Additional KRW 44.6 billion
R&D funds were raised in December 2011 and are under operation
currently. As of the end of 2018, we have supported a total of 68
SMEs’R&D projects.

Innovation support group

POSCO utilizes its human resource capacity and infrastructure to
implement employee participation-based corporate citizenship
activities. We will add new areas to our SME support activities cur-
rently under operation based on each department’s field of exper-
tise. When programs eligible for POSCO'S assistance are uploaded
on the Shared Growth portal, SMEs can freely apply for the pro-
gram they need.

Major Programs

Techno Partnership

2018 performance  Technological advisory groups composed
of experts with PhDs from POSRI, RIST and
POMIA help local materials suppliers solve
technical difficulties and give them free access

to testing equipment.

Technology Consulting for SMEs

2018 performance

37CaSQS

18 companies

110 cases

Internal and external specialists offer consult-
ing service to SMEs to solve their weaknesses
or challenging problems. In particular, we
provide support in the areas of equipment,
safety, energy and QSS to solve their issues and
enhance their competitiveness together.

Solution Marketing

2018performance  We help customers improve productivity

69 companies and quality to enhance their value and grow
together with POSCO. We provide support for
85 cases technical and business issues across the whole

process from steel procurement to final pro-
duction.
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Technology protection

The technology escrow system was designed to protect SMES'
intellectual assets such as technological know-how through the
technology data escrow system. By depositing such assets in the
Technology Escrow Center of the Large & Small Business Coopera-
tion Foundation, partner companies’ technology is protected, and
the large company can secure a stable and safe supply of prod-
ucts and maintenance even if their SME partner company is closed.
Since the introduction of this system in 2011, POSCO has signed
271 technology escrow agreements and paid an additional KRW
82 million as escrow commissions as of 2018.

To boost SMEs' technological competitiveness, POSCO offers a
program that shares its patents through a website(www.steel-N.
com) to allow SMEs to use them in production, and pays the entire
administrative costs when applying for POSCO-SME co-appli-
cant patents. If a company supplies products to POSCO by using
POSCO's patents, we promote the company’s patent utilization
by exempting license fees. We also operate the “SME Patent Con-
sulting Center” to offer consultation service on patents and intel-
lectual property. In addition, we revised our work procedure to
require SMEs to use a designated form that reflects legally-man-
datory information, and we operate an electrical document system
in order to protect SMEs’ trade secrets.

QSS Innovation (Industrial innovation movement)

The industrial innovation movement is a consulting project across
all economic sectors that aims to promote SMEs' management
innovation and process improvement in order to enhance the pro-
ductivity of the industrial ecosystem. POSCO started its unique
innovation method named QSS and integrated it with the move-
ment in 2013. As of July 2018, Stage One of the industrial innova-
tion movement was carried out in 775 SMEs to support their inno-
vation activities.

Smart Factory

POSCO operates the Smart Factory support program that inte-
grates IT technologies into the production process to help SMEs
build an intelligent and optimized factory. As of July 2018, we pro-
vided supportto 101 companies through the Stage One Smart Fac-
tory support program. We plan to significantly expand this pro-
gram, and link it to the QSS movement to maximize its benefits.

Supporting the construction of the Smart Factory

Innovation in productivity and reshaping the

mind-set of the employees (Daesung MDI)

Project details Inventory information for the silo’s limestone
was inaccurate and the visibility of production
information was lacking.

v
A mobile monitoring system was created on

silo level switch replacement and production
information

Improved information accuracy has made it
easier to check the limestone inventory and has
reduced accident risks.

Expected result

The mobile system improved communication
between production and sales and facilitated
sales activities.
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Fostering Venture Start-Ups and Talents
Supporting Jobs for Youths

In order to resolve youth unemployment, POSCO runs various
programs to help SME (small and medium-sized enterprise) part-
ners hire competent talents and to help youths land a decent job.
POSCO became the first conglomerate to open an employment
program for business partners in March 2009. We have been pro-
viding SMEs with information on talented individuals to help tackle
youth unemployment and address SME's difficulty in recruiting
workers. In 2018, 295 individuals were hired by 27 POSCO GROUP
partners through this program. SME partners of the POSCO
GROUP can join the employment website “Jobworld (www.ibkjob.
co.kr/jw/)" as a member and post their job openings.

By hiring through Jobworld, an SME can benefit from lower com-
mission fees to the Industrial Bank of Korea or lower interest rates
on their bank loans (500,000 KRW per worker hired, up to 100 mil-
lion KRW) and the free use of Jobworld's hiring and job finding site.
Furthermore, POSCO assists partners in securing and training tal-
ents by operating an employment-aligned two-month education
and training camp for job-seekers. In 2018, 112 individuals pre-
trained by POSCO were hired by partners.

In 2018, POSCO also operated a large conglomerate-SME shared
growth program on jobs, under which POSCO provided education
and training allowances (400,000 KRW per month for up to two
months). This led to the hiring of 35 individuals by POSCO partners.

Project to Support SME Education and Training

POSCO runs a national human resources consortium, where
POSCO’s own education facilities, workforce and systems are
utilized to enhance the job skills of SME employees and to fos-
ter core talents. In 2018, 53,833 SME employees took part in this
program. Meanwhile, POSCO also offers an education program
called "PIUM" to senior management of outstanding partners, so
that they may better respond to issues in the business manage-
ment environment both at home and abroad and fosters their
business mindset.

-~ ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO

-~ APPENDIX

Expanding a Culture of Mutual Growth
Mutual Growth Council

For the mutual growth of first and second-tier partners, POSCO
operates the PHP (POSCO Honored Partner) system. This system
establishes a guideline for mutual growth between first and sec-
ond-tier partners and runs a communication channel to foster
mutual growth as part of our strenuous effort to spread the ben-
efit of mutual growth.

SME Counseling Center

POSCO runs Sinmungo as a system to proactively receive and
address complaints on inconveniences and difficulties that SMEs
experience. Sinmungo is easily accessible through the Customer
Support section on the top bar of POSCO’s website (www.posco.
com) and also through the counseling center for E-Procurement
offered on the landing page of the e-commerce website, www.
steel-n.com. Sinmungo consists of three parts: ethics (for report-
ing unethical practices), mutual growth (for SME counseling) and
sales (for customer counseling), and complaints can be submitted
by different category.

Sharing Our Welfare Facilities

In an effort to spread the corporate culture of shared growth and
cooperation, POSCO makes its medical facilities available to part-
ners free of charge and also shares its leisure facilities. Employ-
ees of partners can apply for the use of welfare facilities at the
POSCO GROUP integrated portal system and use the facilities on
a desired date.

Fair Trade Agreement

By signing fair trade agreements, POSCO and SMEs voluntarily com-
ply with fair trade and shared growth regulations such as the sub-
contracting act and the fair trade act to pursue shared growth. In
2018, POSCO signed such agreements with 462 partners and has
been engaging in mutual growth activities with these partners.
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SHARED GROWTH PLANS IN 2019

Continued activities for shared growth with SMEs

Early cash payment to foster a stable business environment for
SMEs and the operation of the fair trade-type bidding system

We will spread the best practice of “fair, timely payment” between
large companies and their partner companies through early cash
payments made to suppliers and by operating the “fair trade-type
bidding” system. We will pay small and medium-sized companies
twice a week in cash, and introduce the “Subcontracting win-win
payment system” in order to reduce the risk of payment default
between first and second-tier suppliers and to prevent wage
delays.

We will also prevent excessive competition to offer practical assis-
tance to partner companies by operating the fair trade-type
bidding system.

Support for building POSCO-type Smart Factory to Help SMEs
in their innovation and growth

POSCO has been providing support to SMEs in their manage-
ment innovation and process improvement activities through
QSS (Quick Six Sigma), which is POSCO’s unique innovation pro-
gram. We will support the establishment of the Smart Factory by
investing KRW 20 billion in the next five years to help small and
medium-size companies to adapt to the fourth industrial revolu-
tion age and to achieve innovation and growth.

As part of our activities as a corporate citizen, the “Innovation
and Growth Support Group” will employ the competence and
know-how of respective departments at POSCO to help partner
companies to grow.

Vitalizing “Benefit Sharing” for value creation and the fair
distribution of benefits between large companies and SMEs

POSCO will strengthen its benefit sharing program that was intro-
duced in 2004 for the first time in Korea and has been recognized
as a successful win-win cooperation model.

We will integrate the organizations involved in the Benefit Shar-
ing Program to provide a one-stop service, and exempt companies
that joined our program from receiving operational inspections so
that they can easily participate. We will improve the practicality of
this program by expanding benefits and lowering risks to encour-
age more active participation from our partner companies.

In addition, we will expand the program to include non-financial
tasks such as safety and environment in order to create social
values in the areas of disaster prevention and environment
conservation.
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ADDRESSING THE ISSUE OF LOW BIRTH RATE IN SOCIETY

As a corporate citizen, POSCO will actively partake
in addressing one of the most challenging issues
that our society faces today - low birth rates. The
fertility rate of Korean women (in the fertile age
group) in 2018 was 0.98, the lowest in the world.
As the population shrinks due to low birth rates,
this not only slows down our economic growth and
the domestic market, but also leads to a greater
social burden of supporting the elderly. Some also
say that it will affect local community’s sustainabil-
ity which is the foundation of POSCO'’s existence.
POSCO is thus approaching this issue at the corpo-
rate level to help address the low birth rate issue
and to build “a society that provides a good envi-
ronment for children to grow up in".

POSCO is taking an integrated approach in
addressing this issue — within the company, in its
local community, and throughout society. First,
within the company, we start upgrading and
adopting work/life balance policies and creating
a family-friendly corporate culture. At the same
time, we will develop the two cities of Pohang and
Gwangyang as a model solution. Furthermore, we
take the initiative to build social consensus on the
need to address the issue of low birth rates and
aging society.

;—\_

o —— Seoul POSCO Day Care Center

Addressing the Low Birth Rate Issue

Within Local Community Throughout
POSCO POSCO Society
v v v

Revise/expand Contribute to
programs that
support maternity

and childcare

Upgrade the environ-
ment for childbirth and changing the social
childcare in the cities of perception on low birth
Pohang and Gwangyang rates

Good company to City that attracts

raise children young people

POSCO’s childbirth and childcare support system and program

We plan to advance the company’s childbirth and childcare systems so
that any POSCO member can better strike the work/life balance. POSCO
has been providing comprehensive child care program for parenting
employees. Some of the major policies include maternity leave of two
years, reduced work hours during pregnancy and childcare, and flexi-
ble work hours. We plan to ensure that male employees can participate
and take an active role in the maternity leave system. We will also directly
address difficulties that may surface in marriage, childbirth and childcare
so that employees will not hesitate when making their family plans, and
thus playing a pioneering role in addressing the issue of low birth rates.

Improving the childbirth and childcare conditions

in the local community

Pohang and Gwangyang serve as the two most important areas for solv-
ing the low birth rate issue. We are planning to make specific action plans
that encompass the broad needs of the local community and contribute
to improving the childcare infrastructure and the quality of life. For a
start. we will build the "Childcare center at the Workplace" which is open
to group employees as well as employees of the business partner compa-
nies. Most of our business parters are small-and-medium sized compa-
nies and rarely have childcare facilities. We hope to improve the welfare
of the employees working at the Group subsidiaries and partner com-
panies, enhance their competitiveness, contribute to increasing employ-
ment and birth rates, and enhance employees’ satisfaction through the
sharing such facilities.

Changing social perceptions about the low birth rate

POSCO believes that building pulblic consensus in the society is the first
step to address the issue of the low birth rate. In this regards, we plan to
provide more varied opportunities for experts and the community mem-
bers to engage with the public debate and discussions. POSCO can play an
important role in promoting public-private cooperation to tackle the low
bith rate-related issues and come up with the solutions. For our younger
generations, we will also expand population education for elementary,
middle, and high school students.
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IDEA MARKET PLACE

POSCO Idea Market Place

POSCO has been running a program named IMP (Idea Market Place) to
discover and foster venture companies since November 2011. The IMP
plays a role as a business incubator and an angel investor. As a business
incubator, the IMP fosters promising venture companies, and as an angel
investor, it provides funding support to startups. To fulfill these roles, we
provide venture companies with comprehensive support from the stage
of idea creation to business model planning, investment, and growth
management.

We select promising venture companies and startups through public con-
tests. We then provide them with support through idea cultivation camps
and mentoring with professionals. After completing these programs, they
are given an opportunity to pitch their ideas and businesses to investors
through IR events. The IMP also functions as a venture startup hub for the
POSCO Family by discovering and fostering venture companies that are
based on the seed technologies necessary in new businesses of POSCO
and POSCO Family companies.

In 2018, IR events were held in Seoul and Pohang, where 23 startups
had the chance to meet investors and showcase their prototypes. The six
startups discovered and nurtured at the IMP were selected in the TIPS
(Tech Incubator Program for Startups) sponsored by the Ministry of SMEs
and Startups, and received R&D funding.

POSCO Idea Market Place Operating Procedure

Total number of startups to receive
support from the IMP

173

We are contributing to job creation and
shared growth by nurturing venture com-
panies, working in tandem with the gov-
ernment's job creation policy that was
initiated in 2018. Starting with the new
business idea contest in 2011, POSCO has
held 16 IMP events. A total of 173 com-
panies were nurtured by the IMP, and we
made direct investments valued at KRW
14.2 billion in 87 companies.

Public contest and the

technologies and ideas

screening of outstanding 2‘ Mentoring 3 | Idea Market Place

4 | Investment

5 Follow-up management
and support

Regular biannual meetings - Program lasts for 4~8 weeks IR for startups

All industries - Mentoring from experts Prototype display
-Document reviews and Establishment of a business Connecting with investors
presentations at camp model

- Decide whether to invest after
considering entrepreneurship and
business opportunity
- Investments ranging between KRW funding
100 million and KRW 500 million

Site visitation and performance
evaluation
Provide supportin securing

Provide supportin marketing

N
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YOUTH EMPLOYMENT & START-UP SUPPORT

@ — Youth Employment &
Start-Up Support

Creating jobs for young people is one of the top priorities
of the Korean government, and POSCO strives to realize
the vision “Society With POSCO” by implementing POSCQO's
unique employment and startup capacity-building program.
We will create new training programs taking into account the
difficult circumstances youths are facing in landing a job, the
type of corporate training that is highly preferred, and POS-
CO's internal circumstances, to provide substantial assis-
tance to youths in finding jobs and building startups.

Program Direction

We will open new training programs that will give direct
assistance to youths preparing to find employment or begin
a startup business. (1,100 trainees each year)

01 — Practical Employment Training to Increase
Employment and Work Competence for Youths

(800 trainees each year)

02 — AI/Big Data Academy for Cultivating Expert Human
Resources in the Smart Technology Sector in the Era of
the Fourth Industrial Revolution (200 trainees each year)

03 — Startup Incubating School that Helps Prospective
Entrepreneurs to Prepare Thoroughly Prior to

Building a Company (100 trainees each year)

Practical
Employment Training

B
Al/Big Data

Academy for Youths

Startup Incubating
School

Purpose Enhance the actual competitiveness of  Cultivate experts in smart technology in Help prospective entrepreneurs prepare for a
youths looking for employment the era of the Fourth Industrial Revolution.  successful startup before building a company
Target University (under)graduates University (under)graduates Youths and adults in their 40s

No. of Trainees

800 (30 groups) / year 200 (4 groups) / year

100 (4 groups) / year

Time/duration

From Nov. 2018 / 3-week camp

From Jan. 2019 / 3-month camp

From Mar. 2019/ 1-month camp

Location POSCO Group University POSTECH (Pohang) POSCO Group University
(Pohang, Gwangyang, Songdo). (Pohang, Gwangyang)
Benefits Trainees receive KRW 500,000 in train-  Extra points given during POSCO's If an applicant passes the business

ing compensation.

in training compensation).

recruitment process, opportunity to
work as research intern at POSTECH
(participants receive KRW 1 million / month

feasibility evaluation, he/she can enter the
POSCO Venture Valley (Office space is
provided along with the opportunity to get
funding from the POSCO Fund).
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We will build a culture of trust and creativity together

We will build an environment in which all POSCO members can participate in our corporate
citizenship activities, and an organizational atmosphere where everyone can share their
brilliant and creative ideas through open communication. A passionate corporate culture
founded on trust and consensus, a lively organizational culture, a horizontal culture with no
discrimination - This is the POSCO culture that we aim for.
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SAFETY AND HEALTH

Safety

Safety at POSCO

POSCO places employee-led and self-directed safety as its top
management priority and strives to establish the world’s lead-
ing safety culture. In April, 2018, POSCO celebrated its 50th anni-
versary and stated its new core values, highlighting the utmost
importance of safety.

Safety Strategy
Safety / Heath Strategy KPI/ Goal

(included: 2019 major action plans for safety)

Missi Beyond economic growth, create social values
ssion with respect for human life
Vision Establish a safe workplace for all workers of POSCO Group

A
Goal [ Zero Fatal Hazard, Zero Fatal Industrial Accident ]

Innovate the safety culture

Ty o Secure site-centered

safety execution

Core Principles’
Strategy
Achieve Integrate safety manage-
‘Safety With POSCO’ ment within POSCO Group

Accident Rate (%)

Fatal hazard injuries (person)

Safety System

In order to put POSCO's safety-first value into practice, the safety
strategy unit under the manufacturing division implements the
company-wide Total Safety Solution, which includes the Safety
Control Tower, safety inspections and consultations. It also car-
ries out the POSCO Family Safety Pledge Event hosted by the CEO
at the beginning of each year. The Safety & Hazard Prevention
Teams are under operation in each of our Steelworks in Pohang
and Gwanyang to plan and execute steel safety measures, includ-
ing offering employee safety training, patrolling vulnerable sites
and responding to government (ministry of employment and labor
etc.) agencies.

Safety Strategy & Measurement System

CEO

Steel Division New Growth Division

Manufacturing Division

2017 0.02 2017 0 0 ’_‘—‘ ‘
2018 0.04 2018 5
Manufacturing
2019 2019 Pohang Works Gwangyang Works
KPI goal goal Strategy Department
*KPI definition: *KPI definition: Safety & Hazard Safety & Hazard Safety Strateay Unit
(No. of injured employees / No. of Fatal hazard injuries Prevention Unit Prevention Unit y g9y
total No. of employees) employees
*2019 goal: 0 *2019 goal: 0
Safety Score": 2016-2018 (Accident Rate)
No. of Accidents (Unit: No. of persons, () indicates the number Accident Rate®
of the injured from fatal hazards?)
Category 2016 2017 2018 Category 2016 2017 2018
POSCO 11(1) 3(0) 3(0) POSCO 0.07 0.02 0.02
Contractors 6(3) 4(0) 10(5) Contractors 0.04 0.03 0.07
Total 17(4) 7(0) 13(5) Total 0.06 0.02 0.04
1) Covers 100% of the domestic sites
2) Fatal hazard injuries
X X (D Resulted in one or more death
Lost Time InJury Frequency Rate? @ simultaneously injured 2 or more people requiring over 3 months of rehabilitation
(3 simultaneously resulted 10 or more injured, or work-related patients
3) Lost-time injury frequency rate = (number of lost-time injuries / total working hours in
Category 2016 2017 2018
ayear) X 1 million hours
POSCO 0.28 0.09 0.08 4) Accident Rate = (No. of accident victims/No. of workers) x 100
* total work hours in a year (2018 standard): total (75,092,171 hours), POSCO (38,077,516
Contractors 0.16 0.11 0.19 hours), Contractors (36,972,333 hours)
Total 0.22 010 013 *Based on 200,000 work hours set by OSHA, 2018's LTIFR (Lost Time Injury Frequency

Rate): total (0.03), direct operation (0.02), partners (0.04)
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KOSHA 18001, OHSAS 18001

POSCO has been certified under the KOSHA18001 and OHSAS18001
health and safety management system standards. This upholds
POSCO's autonomous and systemic management of all activities
promoting safety & health. On the basis of the PDCA Cycle, we con-
tinue our systematic applications of the safety-first management
principle and other safety measures to improve the level of our
safety & health performance.

Certification Status

KOSHA 18001 OHSAS 18001

+ Pohang Works - Pohang Works
Mar. 19,2019 Apr. 14,2017

+ Gwangyang Works - Gwangyang Works
Feb. 21,2018 Jun.5,2018

2018 Prevention Measures of Fatal Accidents

After the occurrence of a fatal accident in January 2018, safety
education was provided to all employees as well as our business
partners. Since July of 2018, in all of our steelworks, we have com-
pleted corrective measures on those sites operated under simi-
lar work conditions to prevent the recurrence of major injuries. In
addition, company-wide improvements are being carried out in
eights areas including core value, organization, human resources
and safety budget. These measures aim to further rasie the bar
on our safety performance. Also, POSCO'’s new core values plac-
ing the highest value on safety were announced. Safety-centered
facility upgrades have been carried out to address suffocation,
fire explosion, falling and other vulnerabilities that are prone to
fatal accidents. To strengthen the autonomy and accountability
of safety practices, we have reinforced the safety management
system across our head office and steelworks. We also appointed
outside experts while establishing a system to develop internal
expertise and competence. In order to promote the safety of all
workers at all POSCO sites, reinforcement of the safety manage-
ment structure and related staffing has been carried out with our
business partners. We also have emphasized our commitment
to strong safety-related communication though the coordination
committee. Furthermore, Smart Safety has been implemented
company-wide, and our safety budget was increased to ensure
investment in safety-focused facility designs, process improve-
ments and proactive measures to prevent man-made hazards.

2018 Company-wide Safety Training

Category Direct Operation  Business Partner 2018
Pohang works 7314 6,899

2
Gwangyang works 7,651 7,002 8,866

Safety Education & Training

To raise safety consciousness among employees and minimize
safety risks, legally-mandatory safety education is provided each
year. This education is given to the employees of the directly-op-
erated departments and partner companies. We also offer educa-
tional programs tailored to develop the safety competency required
for each job level. To further our efforts in making POSCO a safe and
healthy workplace, Felt-leadership is implemented among leaders.
In addition, administrative supervisors receive training to enhance
their competency for on-site safety management. We also edu-
cate general employees on basic safety regulations to raise safety
awareness and protect them against safety risks. In October 2011,
POSCO established the Global Safety Center equipped with an exhi-
bition hall, a 4D theater and an experience lab as an educational
platform to combine theory with practice. The center also offers
safety education and tours to the general public including students.
In 2017, the center introduced a VR (virtual reality) experience pro-
gram to increase the effectiveness of such education.

Education tailored for respective job levels

» Felt-leadership

Felt-leadership &
> Safety manage-
ment competency

Administrative
supervisors

» Safetyawareness &
basic regulations

Safety Experience
Kiosk, Gwangyang
Works
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2018 Safety & Health Education Performance

L]0

Education tailored 16,183 -
to different job levels

Safety experience 3,364 - -
Pohang education
Warks Partner education - 11,517 -
Others - - 582
Total 19,547 11,517 582
Education tailored 386 -
to differentjob levels
Gwangyang Szfety gxperlence 6,583 - -
Works education
Partner education - 8,774 -
Others - - 1,219
Total 6,969 8,774 1,219
Total 26,516 20,291 1,801

m POSCO = Partners = Public (Unit: no. of people)

1,801
2018
Safety & health
education
26,516 performance 20,291

48,608

POSCO Family Safety Management Awards

Since 2010, POSCO Safety Management Awards have been given
to divisions and subsidiary companies for their contributions to
the safety culture and respect for humans. One division and one
company from each Steelworks (Pohang and Gwangyang) are
selected, and one division within POSCO group and one overseas
production subsidiary are also awarded each.

2018 Safety Management Awards Performance

Category Name of the division / subsidiary company / corporation

POSCO Pohang Works: the cold-rolled plating factory
(direct operation)

Gwangyang Works: the central repair section, facility
& technology division

Business partners  Pohang: Sun-an

Gwangyang: AERIX

Group company SNNC Production Facilities

Oversea operation POSCO-Maharashtra

Occupational Safety and Health Committee

The Occupational Safety and Health Committee is launched in con-
junction with our company-wide Labor Management Council. The
committee is renewed every three years, and the seventh Occu-
pational Health and Safety Committee was under operation as
of 2018. The committee is set up at our Pohang and Gwangyang
Steelworks and at the Technical Research Institute. Chaired by the
heads of the steelworks and the research institute, the committee
consists of eight members from management and eight members
from labor, and regularly meets every quarter at the request of the
chairmen to deliberate and decide on the set agenda items. Major
agenda items include health and safety standards, the establish-
ment of occupational injury prevention plans, and employee feed-
back on safety issues.

PSRS (POSCO Safety Rating System)

Safety Diagnosis Consultation

Based on safety management expertise, POSCO operates the
Safety Rating System(PSRS), a safety diagnosis tool to quanti-
tatively evaluate the level of its safety status in the areas of lead-
ership, organization and practice. The PSRS process begins with
establishing a diagnosis plan and an execution team. Relevant
data is then reviewed prior to the diagnosis. As its next step, sur-
veys, interviews and site diagnoses are conducted on 12 elements.
This is then followed by encoding of the data onto the Bradley
Curve to identify our current status of safety performance. Eval-
uation results are used as the basis in practicing change manage-
ment and performing periodic reassessments in order to continu-
ously elevate the level of our safety.

PSRS Diagnostic Process

Interviews / document reviews

Site observations and inspections

Closing meeting / review

Submission of diagnostic reports

Follow-up change management

ssad0.d ays-uQ
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Features of PSRS
POSCO Elements of
Safety Practices —+ Diagnostic Evaluation

(policies, technology, facility) (12 elements)
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- Reinforcement of follow-up
management

- Qualitative & quantitative diagnosis

- Consensus building
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ILS (Isolation Locking System)

Since 2008, the full implementation of ILS has taken place at
POSCO. ILS serves as an effective practice of eliminating the fun-
damental causes of accidents. This practice involves shutting

down energy sources while controlling access to the facility under
operation.

There are two types of ILS: ILS during stop, and ILS during oper-
ation. The former shuts down the energy source to block, isolate
and lock the facility under operation in order to ensure that the
facility does not resume operation unexpectedly during mainte-
nance or repair. The latter classifies facilities based on their risk
level to manage and control the access of workers accordingly. For
instance, a level 1 facility automatically stops its operation upon

opening of its access door to ensure the safety of the worker who
isin contact with the facility.

In order to secure worker safety and ease the process of facility
inspections, model factories have been assigned in both Pohang
and Gwangyang Works. These factories manage the risk of acci-
dents by eliminating double-layered safety enclosure and taking
other measures. Our effort to secure workplace safety extends
beyond POSCO Group. We have established ILS for our business
partners, offering education tailored to each company and mon-

itoring the operational status of ILS to provide directions for
improvement.

POSCO Safety Slogan

To stimulate the safety-first spirit, POSCO created its own safety
slogan whichis recited in meetings and company events.

Safety Slogan

We acknowledge that safety is the highest value in exercising our
respect for humans.

We strive to ensure the safety of each other with care and the
adoption of safe practices

Through this, we pursue a happy livelihood together.

(clapping three times)

10 Iron Safety Rules & Co-worker Love Card
POSCO has enacted 10 Iron Safety Rules to be abided by at

worksites in order to prevent accidents. Violations of these rules
are followed by a supervisor’s issuing of the ‘co-worker love card(-
SIR),” while safe behaviors are awarded with compliment cards.
When a worker receives more than two SIR cards a year, a warn-
ing from the departmental head follows. If three or more cards are
issued, the employee is summoned by the personnel committee
which is viewed as a serious measure. All employees of POSCO and
our business partners are strongly recommended to follow the 10
Iron Safety Rules.
O Stop at crossings and observe speed limits

© Do not take off safety gears arbitrarily

@ Confirm indications before and during TBM work
© Wear seatbelt while working in an elevated setting
® Do not arbitrarily approach facilities under operation

© Conduct power shutdown and voltage detection
prior to electrical work

© Wear safety gears (goggles etc.)
@ Use handrails while using stairs
© Wear seatbelts on all seats of vehicles

@ Indicate the level of oxygen and toxic gas in
enclosed spaces

Smart Safety

POSCO carries out wide-ranging endeavors to prevent accidents
and safety hazards. In particular, we implement ‘Smart Safety’
with new cutting-edge technology. Smart Safety aims to change
the paradigm of safety practices by reducing accidents caused
by worker’s unsafe behaviors and enabling proactive response

to potential dangers. We also host the Smart Safety Idea Contest
among all employees and embrace worthwhile ideas (ex. Smart
Safety Helmet) across the company as our commitment to estab-
lishing a safe workplace with zero injury.
080
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Health

POSCO's Health Promotion Center at Gwangyang Works has been
in operation to put our belief “Healthy Employees for a Healthy
Company” into practice. We also operate our own affiliated clinic,
the work environment assessment institute and the specialized
health inspection institute within the Health Promotion Center.

v v v

Health promotion ~ Working environment  Disease treatment

- Actions for - Regulatory - Health checkups,

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO

health promotion
(addressing the
issues of alcohol,
obesity etc.)

- Early detection of
illness

compliance with
industrial safety
& health regulations

- Management of

personal hygiene
and protective gears

treatment, and
physical therapy

- Immunization

- Psychological
counselling

. -Management of
chemicals

Health Promotion

POSCO carries out activities to promote healthy practices such
as smoking cessation, responsible alcohol consumption, obesity
management or low-sodium diet. Our responsible drinking cam-
paign is geared toward the health of our employees and their fam-
ily life. At Pohang Works, the campaign entails ‘no passing drinking
glasses’, 'no coerced drinking’ and ‘practice 123," while the 2-2-2
campaign’ takes place at Gwangyang Works. The culture of cor-
porate dining which previously had been mostly drinking is now
changing with a greater variety including gastro ventures, sports
& cultural events. In Pohang, various obesity management pro-
grams are being implemented including the ‘8-week Health Up
Project” involving the Walk for Health Campaign, the development
of healthy meal plans, and riding bicycles. Our Seoul Office pro-
vides comprehensive support for fundamental improvement of
employees’ health through the ‘Proud & Confident Health Up Pro-
gram. The program includes medical counseling, prescribed exer-
cise, and dietary management. In addition, considering the high
sodium content found in Korean diets which increases the risk of
high blood pressure, obesity and other illnesses, POSCO launches
low sodium diet campaigns by reducing the use of salt for the
meals served in the company cafeteria.

1)‘Practice 123" for 1 week /less than 2 times / drink less than 3 glasses at a time

2)2-2-2 campaign: no more than 2 hours, 1/2 glass and 2 toasts at a company dinner

APPENDIX

Management of Occupational Hygiene

POSCO is committed to creating a pleasant work environment
and ensuring the health of its employees. As part of our various
efforts to create a healthier workplace, we have established mea-
sures to reduce harmful substances, prohibit the use of carcino-
genic agents, manage local ventilation systems and reduce worker
exposure to potential hazards. We also work closely with the man-
ufacturers of our safety gear to address any functioning prob-
lems and make improvements in order to ensure the hygiene and
safety of our workplace. We have developed and implemented the
'Hearing Protection Program’ and the 'Respiratory Protection Pro-
gram’ across those sites vulnerable to sound and dust pollution.
The "Healthy Work Program for Enclosed Areas’ is also in place to
prevent suffocation and satisfy industrial sanitary standards. We
provide the Material Safety Data Sheet (MSDS) in compliance with
GHS (Globally Harmonized System of Classification and Labelling
of Chemicals) guidelines, to reinforce the proper use of chemicals.
Workplace safety is also ensured by conducting asbestos tests
prior to work, especially when demolishing buildings and replac

ing pipes.

Stress Management and Counseling

POSCO has been offering counseling services at Pohang & Gwang-
yang Works as well as the Seoul Office to promote the mental
health and happiness of employees. Our employees and their fam-
ilies can make reservations to use these services through various
channels such as visitation, phone, email and others. Using a wide
range of techniques, our counseling center provides one-on-one
counseling, group sessions, in-depth psychiatric counseling, and
treatment in alignment with affiliated external clinics. All sessions
are conducted confidentially under the supervision of professional
psychological counsellors. To prevent the unstable behavior of
workers while at work, POSCO also offers safety-focued counseling
and education sessions as well as work stress prevention training.

Psychological Counseling Status (Unit: No. of cases)

Category 2016 2017 2018
Pohang Works 767 901 707
Gwangyang Works 529 588 709
Seoul Office 850 668 401

Seoul Health
Promotion Center

Gwangyang Health
Promotion Center

Pohang Health
Promotion Center
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RECRUITMENT

Recruitment / Employee Status

POSCO Talents

N

Action Consideration

setan example and perform decisively with a
sense of ownership and accountability

Recruitment Process

POSCO has implemented the ‘Systematic Screening Method,” an
effective tool for recruiting talents, since 2003, in order to make
accurate assessments of candidates’ competencies and select the
best-fit for the company. The Systematic Screening Method mini-
mizes discrepancies in the decisions made by assessors through the
use of well-organized interview procedures and assessment criteria
throughout the recruitment process. POSCO's recruitment process

Document screening

As the first step, we assess the basic qualifications, moti-

vation statements, personality, life principles, vision, and

other values stated by the applicants on the application

form. The applicants’ level of job knowledge and suitability

are also assessed by reviewing the content of his/her aca-
: demic training, professional licenses, and activities rele-
v vantto the position applied.

Personality Aptitude Test (PAT: POSCO Aptitude Test)

PAT provides an objective and fair assessment for recruit-
ment by analyzing applicants’ basic competency, creativity,
and personality.

Category Test content No. of questions

/time required

Aptitude Language: expression, 120 questions /
test comprehension, reasoning, 85 min.
deriving conclusions etc.

Math: data calculation,
general mathematics,
mathematical thinking etc.

Space/Schematic: space
perception, rotation, pattern,
development etc.

General knowledge: manage-
ment, economics, society, cul-
ture, current affairs, history,
POSCO-related knowledge

: Personal- - 463 questions /
WV ity test 70 min.

Pursue co-prosperity with modesty and respect,
and be willing to sacrifice and serve

= ®

Creativity

Engage in work to proactively apply new ideas
to solve problems

generally involves document screening, personality aptitude test,
competence assessment, and value suitability assessment. Starting
from 2019, we have extended the recruitment interview period and
given precedence to discharged military officers and top-perform-
ing social contributors to recruit talented individuals who fit our
definition of corporate citizenship. The recruitment process below
describes our standard procedure of hiring new employees.

1stInterview (Competency Assessment)

The competency assessment involves an AP/GD interview,
a job suitability interview, and a history essay to make com-
prehensive validations of the applicants’ values and level of
job competency.

[AP/GD Interview]

Each applicant is first required to make an AP (Analysis
Presentation) on their assigned task. Then, a group of 5-6
applicants go through GD (Group Discussion) on the pre-
sentations. AP/GD interviews are carried out to assess appli-
cants from the aspects of strategic thinking, creative prob-
lem-solving, teamwork ability, and communication skills.

[Job suitability interview/ personality interview
History essay]

The job suitability interview assesses the level of appli-
cants’ overall competency in areas such as adjustabil-
ity into the company, adaptability, growth potential, job
knowledge, and skills and manners specific to the position
applied. In particular, applicants for technical positions go
through the assessment of their job knowledge as well as
: basic engineering knowledge including physics, mathe-
< matics and chemistry.

2" Interview (Value Suitability Assessment)

As the final step of our recruitment process, the 2nd inter-

04 view is carried out by senior management to confirm
whether applicants would be the best-fit for the definition
of POSCO talents. During this interview, applicants are inter-
viewed on their values and career vision and are evaluated
comprehensively on their ‘spirit of challenge,’ creativity,
organizational adaptability, ethics other required qualities.

Step
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Employee Statistics
Employee Data (Unit: persons) Female Employees (Unit: %)
Category 2016 2017 2018 Category 2016 2017 2018
Total No. of employees 16,957 17,055 17,150 Ratio of female employees” 5.0 53 5.0
Employment  Regular positions 16,756 16,885 16,899 Ratio of female BOD members 0 0 0
179 Contract positions 201 170 251 Ratio of female executives 1.0 11 1.1
Gender-based Male 16,106 16,145 16,301 Ratio of female managers? 12.6 13.5 13.4
Female 851 910 849 Ratio of female junior managers® 237 25 25
Age-based Under 30 2,590 2,614 2,638 1) Ratio of female employees against the total number of employees
30 and older & under 55 12,130 11,645 11,299 2) Ratio of female managers against the total number employees and executives in
manager or higher positions
55and older 2,237 2,796 3,213 3) Ratio offema!e_juniormanagersagainstthetotalnumberofemployeesmumior
Pohang 8162 8186 8,269 manager positions
Region-based Gwangyang 6,662 6,846 6,946
(including Sooncheon)
Seoul (including Songdo) 1,982 1,883 1,809
Overseas 151 140 126 Emp|0yees with Disabilities (Unit: persons)
Category 2016 2017 2018
Ratio of employees with disabilities (%)" 2.7 2.8 2.8
POSCO (persons) 238 245 244
POSCO HUMANS (persons)? 239 243 251
1) Ratio of employees with disabilities was calculated based on the number of
regular workers at POSCO and POSCO HUMANS
2) Standard workplace for the disabled
Turnover & Retirement Childbirth / Childcare
Category 2016 2017 2018 Category 2016 2017 2018
Total No. of turnovers (persons) 463 267 659 No. of employees who took Total 642 581 529
Retirement (persons) - - 356 maternity (childbirth) Male 78 70 58
leave (persons)
Turnover rate (%) 2.7 1.5 3.8 Female 564 511 471
Voluntary turnover rate (%) 2.7 1.5 1.5 Rate of returning to job 100 100 100
after maternity leave (%)
No. of employees who took  Total 83 94 98
. parental (childcare) Male 17 14 2
Years of Service (Unit: years) leave (persons)
Female 66 80 74
CaEgpy 2000 2007 20 Rate of returning to job 98.5 87.7 95.1
Average years of service 19 19.8 19.9 after parental leave (%)

083



084

POSCO CORPORATE CITIZENSHIP REPORT 2018

TALENT CULTIVATION

POSCO Group University is fully committed to assisting all POSCO
Group employees in building their capacity to realize POSCO’s
management philosophy, ‘Corporate citizenship: Building a Bet-
ter Future Together’ In 2019, supporting POSCO's growth into
the global No. 1 company, our aim is to ensure that all POSCO Cit-
izens are armed with POSCO values and philosophy. We will also
provide support to promote their technological and professional
competencies.

Talent Cultivation Policy / Strategy
Main strategy

Cultivation of POSCO talents for building a better future together

01 02
Strengthen ‘With POSCO
Mindset (WPM)" with deeper
understanding of management
philosophy and talents

Cultivate talents with empathy
and communicate skills in order
to build a creative and trust-
based organizational culture

03 04

Improve digital competency
with a full revision of the

training system in response

to the changing environment

Spread value creation through
education to promote POSCO’s
image of growing together
with society

POSCO Group University's main role

Actualization of 'WITH POSCO' vision through
»  training and spreading of the management
philosophy of corporate citizenship

Control of
education
strategy of
the group

Development and execution of group’s
educational strategy by consolidating
distributed educational services.

Cultivation of Cultivation of talents with Data Intelligence”
digital and leadership in the age of digital
talents technology.

1) Ability to turn data to information, information
to knowledge, and knowledge to insights

Global Leadership Center

The Global Leadership Center has developed WPM (With POSCO
Mindset) training materials and applied them across 27 training
programs including programs for new recruits and newly pro-
moted employees.

New Employee Program

The New Employee Program provides systematic training based
on POSCO values and philosophy. It aims to strengthen the char-
acter and competency of new employees, and cultivate them to
develop potential leadership for the future growth of the com-
pany. Reflecting the traits of the millennials, the program includes
game-like activities that require trainees to put POSCO's manage-
ment philosophy into practice. It also enhances their professional
growth and competency through introductory training, onboard-
ing training, and field rotation training. Their acquired knowledge,
skills and perspectives are measured through learning assess-
ments and behavior assessments.

Employee Career Development Program

The Employee Career Development Program includes the Exec
utive Development Program (EDP) for executive candidates, and
the Junior Executive Development Program (JEDP) for junior exec
utive candidates. EDP is carried out in the frame of small-scale and
intensive training. It supports candidates to enhance their man-
agement insights through POSCO Learning Project (PLP), which
is also linked with strategic directions. JEDP provides training tai-
lored to the specific needs of outstanding talents from each com-
pany within the group. The program is comprised of leadership
assessments, business knowledge (strategy & finance) assess-
ments and feedback.

Data-based Automatic Nomination System

In the 2" half of 2018, we established an Automatic Nomination
System designed to automatically recommend most optimal candi-
dates for specific positions on the basis of data with an aim to pro-
mote the fairness and objectivity of our HR operations. Our conven-
tional appointment review system did not articulate the required
experiences and qualifications of candidate employees, and this
resulted in internal/external misunderstanding that appointments
were made based on the subjective judgment made by incumbent
employees and the HR department as well as in unjustified argu-
ments that HR decisions were not made in a fair manner.

This new system identifies the best possible candidates by quanti-
fying their experiences and qualifications (ranking and job fitness)
through data mining. HR data of our top performing employees
were analyzed to identify their common qualities, and this helped
us define the ideal employee profile for respective job positions.
It is based on this profile data that the Automatic Nomination Sys-
tem recommends candidates who best fit specific positions. This
system has been used since the 2" half of 2018 in making appoint-
ment decisions, and our 2019 plan is to develop a new ‘nomination
system for overseas subsidiaries’ to extend the scope of this sys-
tem globally so that it can be used in reviewing the qualifications of
expatriate candidates.
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Newly Promoted Executive Program

To ensure that newly promoted employees successfully fulfill their
new role, the curriculum of this program focuses on the roles and
responsibilities according to the level of their positions. The pro-
gram aims to promote the spirit of taking the initiative and leading
by example with respect to POSCO’s management philosophy and
talent profile. In 2018, the method of Blended Learning has been
implemented broadly to increase the efficacy of this program.
Blended Learning provides trainees with personalized e-learn-
ing to prepares them for in-class group discussions. The program
also reinforces the application of trainees’ executive capabilities
by having them set their personalized ‘Action Plan." Action Plan is
a three stage (measuring behaviors) assessment based on Kirk-
patrick's model for assessing the efficacy of learning. Trainees are
evaluated by their superiors and subordinates for the implemen-
tation of their Action Plan that they established three months ago.

Blended Learning (B/L) Process

Pre Class

Pre-class preparation, e-learning (on-the-job)

‘

In-class

In-house training (off-the-job)

‘

Test

Completion test (including preparatory e-learning)

Inform

‘

Training feedback in association with the HR department

3 Stage (3A) Assessment of Action Plan

Awareness

Alignment Action

@ Establishing
values and
consensus

(3 Putting into
practice /
feedforward

(@ Broadening /
internalizing
perspectives

e-learning In-house training
Value establishment Pledge to practice
and enrichment of with a sense of

loyalty : ownership

Follow-up
Evaluation of
. three-month practice
and mentoring

Global Program

POSCO's global education is offered through the two-track
approach of an expatriate program and a locally-hired employee
program. The expatriate program includes training for the head
of overseas subsidiaries who is held responsible for the over-
all management of overseas operation. It also provides training
for expatriate employees representing POSCO abroad through

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO

APPENDIX

their professional activities. The expatriate program is divided
by assignment period for employees prior to their assign-
ment, employees working abroad for two years, and employees
who completed their expatriate assignment. The locally-hired
employee program is carried out by bringing core personnel to
Korea for training. In particular, the objective of new department
head or team manager training is to make a head start for nurtur-
ing them into global talents. Its curriculum is based on Blended
Learning entailing pre-class, in-class and follow-up processes.
Furthermore, globally standardized training materials (POSCO
G-TaLK) have been developed to support overseas subsidiaries
with their independently-conducted training on POSCO values
and leadership skills for locally-hired employees.

e-learning

At POSCO, e-learning takes place for all employees across the
Group. In 2018, POSCuit (e-platform for micro learning) was
launched to stimulate the e-learning culture. We also reinforced
the online learning system by introducing ‘chat-bot’ for online
counselling. The curriculum of e-learning has been developed
with an objective to spread POSCO’s renewed management phi-
losophy among employees. It is also designed to encourage them
to practice the spirit of ‘With POSCO’ based on POSCO corporate
citizenship. The curriculum will be translated into 6 languages and
be implemented in overseas subsidiaries. In addition, to support
self-directed learning of our employees, we have created POSCO's
special MOOC webpage with links to 200 recommended contents
chosen from edX, K-MOOC and other lectures provided by global
leading universities.

Digital Transformation Program

From 2017 to 2018, all POSCO employees across the Group were
required to complete basic training on Artificial Intelligence (AI) to
sharpen their competency in the age of Industry 4.0. In 2019, this
basic training has been transferred to our e-learning program to
support more sustainable learning. A 3-Step ‘DT business practice
program’has also been added in order to focus on training Al pro-
fessionals.

3 Step DT Business Practice Program

Level 3 Provide solution and coaching for field assignment
Intermediate Il = Field assignment practice, advanced Al / Big data

Able to perform Al tasks independently
» Al/Big data field practice, theory of Design
Thinking, entrepreneurship etc.

Level 2
Intermediate

Understand basic capacity through data analysis
> Rstatistics / introduction to python, theory of
problem solving

Level 1
Beginner
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Innovative Technology Training Center
TL Certification training

POSCO's field-oriented training system effectively enhances the
competency of workers belonging to the job group E. As its first
step, Technician Level (TL) certification training is carried out for
field workers at POSCO’s production sites. This on-the-job training
facilitates a systematic transfer of technical skills between senior
and junior workers as it aims to reinforce their on-site technical
competency. Blended Learning process will be implemented in
order to minimize the burden imposed on the site while mainte-
nance workers take their leave for training. It will support trainees
to learn theoretical aspects through online lectures as pre-class
learning.

Facility Maintenance Specialist Development Program

Since 2017, the facility maintenance specialist development pro-
gram has been in operation to establish a systematic transfer of
on-site maintenance technology. The objective of the program
is to develop facility maintenance specialists and prepare for the
large-scale retirement of senior maintenance employees. In 2019,
basic training for facility management was introduced to new-
ly-hired maintenance workers in the job group E. This new train-
ing program supports our masterplan to establish our next-gen-
eration facility management along with our Jr. Master, and Master
program for facility management.

Intergenerational / Interorganizational Communication Program
POSCO's Talk Talk Camp’ promotes barrier-free communication
between the older generation and the millennials to build a cre-

ative and innovative organizational culture. Both young employ-
ees (under 6 years of service) and employees in supervisory posi-
tions participate in the came at the same time. The Empathy Talk,
conflict resolution roleplays, and other activities of the camp are
designed to engage employees in building intergenerational trust
and empathy. The Empathy-plus Workshop is the one and only
unit-based function and its operation principle is founded on the
culture of trust. The workshop utilizes a mobile tool for the diagno-
sis of organizational culture to identify the perspective gap among
employees. The identified issues are addressed for improvement
by drawing on the value of empathy, our code of conduct, and
action plans.

100 Years Together’/ New Road With POSCO Program
POSCO carries out various education and consulting programs for

client companies, suppliers, stakeholders as well as small and medi-
um-sized businesses (SMBs). The client company program, which
was launched in 2015, broadened its service to include supplier
companies in 2019. The renewed and expanded program will be in
operation under its new title, 100 Years Together With Posco.’ The
program is centered on stimulating communication and promoting
better knowledge of POSCO among our clients and suppliers.

POSCO also supports SMBs with ‘QSS Innovation Activities,’
which aim to raise their employee awareness for improving orga-
nizational culture and strengthen business competitiveness by
improving the work environment. The '‘New Road With POSCO’
program specifically intends to enhance the global competitive-
ness of our client companies with overseas presence in the auto
parts industry. The program addresses such topics as the global
environment based on regions, overseas expansion strategy for
the auto parts market, new smart factory technology, and others
focused on global competitiveness.

POSCO Corporate Citizenship Culture Concert
POSCO endeavors to support an enriched and happy life for the

local residents of Pohang and Gwangyang. In 2019, POSCO will
carry out '‘POSCO Corporate Citizenship Culture Concert,’ as
wide-ranging lecture series and events to provide quality cultural
content in the community. This quarterly concert will take place in
each region, involving lectures and events with various themes
such as communication, parenthood, arts, and health.

POSCO Junior Character Education

In 2018, POSCO's Junior Creativity Program was offered to stimu-
late young minds in local elementary schools with creativity, and
this was well-received by the community. In 2019, the POSCO
Junior Character Education program has been introduced to
encourage children to understand core ethical values and civic vir-
tues for self and others. The program teaches sharing gratitude,
courtesy, and the importance of communication and collabora-
tion. It is carried out in fun and engaging game format and has

received positive feedback from children.

Facility maintenance
specialist develop-
ment program

100 years together
/New Road with
POSCO program
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POSCO Group’s Education System (P Positions) Mindset/Attitude ~ Leadership = Global I Job M Innovation
Category Mandatory Course(21) Nurturing Course(15) Optional Course(8)
P13
P12
CEO
P11 Course Executive
for Newly ) Visiting
Invested mr‘g Regular Language
P10 Compa- School Learningfor Lesson
nies Executives [
P9 Employee “POSCO
PECT — Insight” —
Training for New
P8 Executives Newh
I Executive - lewly I Empathy
- It 3 pal
p7 Cultivation . A e
Coaching Subggary Wsr“)o'k'
NewDepartmentHead  Leaders  TalkTalk R School =g ?
P6 &Group Head Academy ~ Camp Harmony G ntHer & Off-the-
Plus Goipteadl Be Department Head ’ " Bt
New Leader & Far “’“L:ca N &GroupHead Cultivation ler/Factory e
P5 Factory Head () Co\frpse Leadership ) : Lesgsuong/e
R 2 ofLocal
Entry Pre-Dis- . Language
Promoted Person to : Subsidiary
P4 P4 Level el NewLeader& i patchlocal oo ey
ing for FactoryHead D GM'_’ Instructor Bos (Pre-/During. for !’hone{
Promoted Personto | Career (Local) Adoption Change Dispatch) o HIGHSEe
- Develop- 2 pa lifica-
P3 P3Level ecrui Training Qualifica-
Pt (erowp) I - e = dates tionVerifi
py  Promotedpersonto TalkTalk cation
P2 Level Camp
P1 Entry Training for New  Entry Trainingfor  Field Operations Training Training for Foreign Student New Recruits
Recruits (Group)  New Recruits(POSCO) for New Recruits

*Trainings outside the annual salary system (8): Steel Bridge, Personal Assistant New Recruit Training, Scholarship, Programs for Customers (Steelworks Invitational Training/Global
Leadership Academy/Digital Transformation Course), Training for Retired Executives, Youth Employment and Entrepreneurship Program

POSCO Group’s Education System (E Positions)

Mindset/Attitude = Leadership © Global B Job I Innovation EPOSCO operation
Category Mandatory Course(13) Nurturing Course(5) Optional Course(7)
E7 Green  Bravo
Harmony E\S\ja:r;tr:)un- Lif-e Life
6 Plus  Skill Design  Design
[ Leaders ~ Forum  Enhance- S .
ESPro-  Academy ment
E5 moted .
Person -
TZ:YdZi;t Talk Talk ”“"i““'k
B4 staffLead- Overseas ~ Camp e OWJ:;? Empathy
ership Bench- - Linguisic - Pus
marking Q\zlnﬁcmon nguage Workshop
E3
E2Pro- [
E2 moted
Person
d -
E Position New Recruit
Education Indices
Category 2016 2017 2018 Quantitative Measurement of the Education Program:
Number of trainees (number of people) 384,228 296,557 260,719 Results of Kirkpatrick Evaluation
Total training hours (hours) 48,412,728 31,138,485 25,811,181 FY 2015 FY 2016 FY 2017 FY 2018
Training hours per capita (hours) 126 105 99 96.9 975 94.2 95.5
Total training costs (100 million KRW) 204 221 198
Training cost per capita (KRW) 53,093 74,522 75,944
Trainee satisfaction (points) 4.70 477 4.64
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WORKAND LIFE BALANCE

Improving the instruction/reporting/meeting culture

Our efforts for work & life balance

To minimize operational inefficiencies, POSCO is promoting activi-
ties to improve the culture of instruction, reporting and meeting. In
2018, we selected pilot departments and arranged for each of them
to perform autonomous improvement activities reflecting their indi-
vidual characteristics. Members propose their own ideas and person-
ally create execution guides to bring change to the way they work. In
2019, we will distribute a guideline for department heads, conduct
close monitoring, and welcome feedback so that the culture of “clear
instructions,” “succinct reporting” and “efficient meetings” will be
established throughout the organization. We hope this will improve
the level of work engagement and help us realize true Work & Life
Balance for employees.

Policies to prevent overtime work beyond
statutory working hours

Preventing working longer than statutory working hours

In order to ensure the 52-hour workweek is observed, we operate
flexible work hours and continually improve our organizational cul-
ture including employee change management and their working
practices.

+ Shift: alternative shifts once a week in principle, encourage
spacing out alternative shifts, guide on manpower allocation and
alternative shift, etc.

Workhour + Maintenance: introduce flexible work hours
system (worktime adjustment type, flex-time work type)

- Office staff: introduce selective work schedules
*Existing employees under the flex-time work system are
included in the alternative work schedule system

+ Training: shift workers’ TL Training will be changed to e-Learning,
training curriculum will be reduced to necessary courses only.

Training / - Innovation: innovation activities (My Machine, QSS (Quick Six
Innovation Sigmay), daily tasks) will be simplified, “Improvement Leader”
selection will be reduced in number

- Distribution of the enforcement decree and Q&A pamphlets,
e-Learning courses for department heads will be opened.

- Management and department heads will send the “Thank-you
Coupon” to employees. (maximum of three times a month).

- Improve work practices by monitoring employees’ compliance
with relevant action guidelines

-Implemented the “Automatic pop-up reminder before end of
workday” (17:30), and system of “Advance application for
overtime work”

-Improved the time and attendance system that tracks overtime
work of employees (Status screen showing the overtime hours of
each department).

“Leave Work on Time"” Campaign

The automatic pop-up at 5:30p.m. reminds work-
ers that the workday is almost over, and if they
want to stay after hours, they are to apply in
advance for overtime. This is to encourage workers
to finish up their work on time, prevent unneces-
sary late-night work and to plan ahead if they want
to work overtime.

Selective / Flexible Work Hours

Selective Work Hours

+ Only the total monthly work hours are set, and weekly or
daily work hours are left to employees to decide (within
40 hours/week)

+ An employee may work between a minimum of four
hours and a maximum of 12 hours a day (within the
9-to-6 work day)

- Applicable employee: regular employees

+ Duration: within one month

+ Maximum work hours per week: no limit

! Flexible Work Hours

+ With the three-month payment period set, employees
can decide their work days of the week, and their work
hours of the day, flexibly managing their work hours.
(within 40 hours/week on average)

+ However, work hours in any particular week or in any
particular day may not exceed 52 hours and 12 hours
respectively

Worktime adjustment type

- Applicable employee: regular employee

+ Duration: within three months

+ Maximum work hours per week: 52 hours

Flex-time work type

+ Applicable employee: resident maintenance staff

+ Duration: one week

+ Maximum work hours per week: 40 hours
*Separate overtime work of 12 hours/week is allowed
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Business Ethics

POSCO established and announced the Code of Ethics on June 2,
2003 in which to practice ethical management at the global level.
Since then, POSCO has grown into a industry leader of ethical
management and earned the trust and respect of stakeholders.

Given the CEQO's solid philosophy and commitment to ethical man-
agement the Code of Ethics of POSCO has been deploying effec-
tive and substantive activities. This would include building sys-
tems and infrastructure befitting a global company, operating a
group dedicated to ethical management and pursuing continuous
and systematic education and advancement.

Executives in Charge of Ethics and Operation of a Dedicated Group

Executivein  Head of Compliance Department - Oversees audit and
Charge ethics & compliance

Ethical Management Secretariat (Group organization under
the Compliance Department) - Operates ethical practice sys-
tems, training and campaigns and complaint counseling

Dedicated
Group

Workforce  Head of the Secretariat and 5 employees

Ethics has been rated as one of POSCO's core values and a
zero-tolerance policy (One Strike Out Rule). This applies to four
major unethical behaviors including receipt of money or valuables
and embezzlement. POSCO also operates an Ethical Management
Secretariat dedicated to ethical management of the entire organi-
zation. Major issues and activities related to ethical management
are reported to the management at the monthly meeting of exec-
utives who then have directreporting to the CEO. In addition, the
performance of ethical management from the previous year is
compiled at the beginning of the year and reported to the Audit
Committee for animpartial review.

POSCO's ethical management’s adage is “doing the right thing
in the right manner.” In other words, substantial, actionable and
practical work that is meaningful and necessary for the achieve-
ment of individual employees as well as management goals of the
company are pushed forward in a clean and fair manner under the
value of “business ethics”. POSCO ensures that all employees pro-
actively participate in and voluntarily practice ethical management
and makes the utmost efforts to establish ethical management
into our corporate culture.

Ethical Compliance and Systematic Education

Each January, the CEO relays a message to all employees regard-
ing the company’s strong commitment to ethical management. At
the same time, all employees pledge to comply with the Code of
Ethics, working together to bolstering the ethical mindset of the
company.

Furthermore, mindful of the importance of ethics training, POSCO
continuously develops and operates training programs for
employees, both online and in person. Additionally, online classes
on ethical management and sexual harassment prevention are
presented as essential courses that all employees are strongly
encouraged to complete in the given year.

Ethical Training Completion Rate of 2018
(e-learning system)

Category Trainees Completed  Completion
Trainees Rate

Sexual Harassment 16,749 people 16,687 people 99.6%

Prevention

Ethical Management 16,749 people 16,519 people 98.6%

Along with online courses, the company offers in-person courses
to a variety of employee groups, on various topics. For example,
in order to create a more healthy workplace culture free of sex-
ual harassment, special training was provided to the manage-
mentand leader groups with the participation of 1,200 executives,
group leaders and plant heads.

In addition, for ethical training to be more effective, training is
provided to new recruits with or without prior work experience,
newly appointed managers and employees assigned overseas.

Ethics Training for Overseas Employees in 2018 (Unit: people)

Training Pre-Dispatch  Training During Return-from
Training Dispatch Dispatch Training
Trainee 39 130 14

It is possible that shift workers at steelwork sites have fewer train-
ing opportunities, which could lead to lower ethical awareness.
As such, on-site shift workers, team leaders charged with job
positions and unit staff received an intensive ethical training on
respecting humanity in the first half of the year.

Team Leader/Unit Staff Ethics Training in 2018
(Collective Training)

Region Trainees Sessions and Period
1,430 people  Six (March 27-April 26)

Six (May 9-June 27)

Pohang Works

Gwanyang Works 1,195 people
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Also, in an effort to ensure compliance with the anti-graft law,
actual cases of counseling were published into an e-book, which
is classified into different topics such as meals, gifts and conve-
niences. This e-book was distributed to all employees to then be
used for training and as a source of reference during work. It is
also linked to all group affiliates, guiding the entire POSCO GROUP
to comply with the anti-graft law. For business partners, an annual
online training program is provided on the theory of our Code of
Ethics. This is our way to put this into action, as the Code of Ethics
forms the basis of ethical management. For new suppliers, brief-
ing sessions are held regionally in Pohang and Gwangyang where
training and a pledge of ethics take place.

Ethics Training Completion Rate of Partnersin 2018 (Unit: %)

Category Completion Rate

Business Ethics 88.4

Moreover, POSCO continues to carry out PR and campaigns on
business ethics in order to enhance ethical awareness. Through
pop-up notifications and bulletin boards in POSCO's internal busi-
ness system, various ethical activities including lecture fee depos-
its, Holiday Gift Return Center and online charity auctions are
announced to employees for their understanding and practice.

Entrenching the Corporate Culture of Respecting Humanity
and Operating Systems and Campaigns for Ethical Practice
For an ethical corporate culture to take shape, POSCO has devel-
oped and carries outvarious systems and campaigns.

POSCO Code of Ethics

CEO's Message Expresses the CEO's ethical management phi-
losophy and strong commitment
Ethics Charter +Preamble: Meaning and value of Code of

Ethics, history of establishment and revisions,
composition and format

-Ethical Principle: Duty to comply with Code of
Ethics, roles and responsibilities of employ-
ees, punishment upon violation

Practice Guidelines  Specific criteria of action to practice Code of Ethics

Code of Ethics is an ethical standard by which all employees must
comply with. It consists of the CEQ’s ethical management mes-
sage, an ethics charter that prescribes the goal and direction of

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO
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the Code of Ethics and practice guidelines that describe specific
criteria for action. POSCO thereby attest that all employees place
top priority on ethics when making ethics decisions.

In addition, four major unethical behaviors of receipt of money or
valuables, embezzlement, violation of sexual ethics and informa-
tion manipulation are subject to the One Strike Out Rule and stern
sanctions, regardless of job position. Any improper solicitation is
recorded and administered on the Clean POSCO System - even
those cases that were withdrawn. This is part of an ongoing and
proactive effort to create a clean corporate culture that has no
place forimproper solicitation or recommendation.

In order to empower a corporate culture of respect for human-
ity, relevant activities have been bolstered this year. In particular,
a preventive guideline on workplace harassment was established.
An ethical session for heads of department was newly developed
to strengthen ethical leadership. A survey was also conducted
to diagnose the ethical level and respect for humanity that the
department leaders currently share. Based on the results, feed-
back and tailored training were provided. Moreover it was decided
a poll to be conducted on a regular basis to address any abusive
attitude of employees toward partners. For any violations found or
issues raised in the process, corrective actions were taken. A sur-
vey to empower a corporate culture of respecting humanity was
also conducted on employees of POSCO, overseas subsidiaries
and affiliates. Violators found through the survey were subject to
stern action.

Activities to prevent and eradicate sexual harassment were also
bolstered. The preventive guideline on sexual harassment was
revised to reinforce victim protection and confidentiality. POSCO
leaders including executives and group leaders received special
training on preventing sexual harassment.

POSCO also operates at all times reporting centers for unethical
behavior, abuse of power, and workplace harassment. There are
several channels available for counseling and reporting - includ-
ing phone, postal and online venues. In any and all cases, the iden-
tity of the reporter and the content of counseling are kept strictly
confidential.

During the New Year and Chuseok holidays, POSCO operates a
Holiday Gift Return Center and launches an ethical practice cam-
paign on exchanging words of gratitude instead of gifts. Items
that cannot be returned are auctioned to employees with all prof-
its deposited to POSCO 1% Foundation for charity.

091



092

POSCO CORPORATE CITIZENSHIP REPORT 2018

Any congratulatory or condolence money unknowingly received
from stakeholders that cannot be returned to the giver or fees
that employees received by giving lectures based on knowledge
obtained from work are also donated in its entirty to POSCO 1%
Foundation.

Through these various systems and campaigns for ethical prac
tice, POSCO endeavors to lay a foundation for all employees to
enjoy understanding business ethics with a positive mindset and
to foster ethical awareness on their own.

Tips Received by POSCO’s Unethical Behavior
Reporting Center

2016 283
2017 [ 303
2018 I 540

(Unit: Number of tips)

In addition, the Clean POSCO System that was adopted to prevent
improper solicitation was expanded to all group affiliates as part
of strenuous efforts to create a clean and transparent corporate
culture at the GROUP level. In order to ensure thorough, group-
level compliance with the anti-graft law currently in effect and
to prevent the risk of violating the law, an e-book that illustrates
actual cases of counseling on the anti-graft law was distributed.
Also various systems and campaigns were disseminated to affili-
ates with a view to preventing workplace and sexual harassment.

In addition to affiliates, continuous activities are carried out with
partners and suppliers to spread ethical management further by
conducting regional ethics training and ethical pledges.

Business Ethics Index - Evaluated Items

Area Number of Items Content

@ Code of Ethics and 4

- Code of Ethics, preventive

Operational guidelines on sexual and
Category 2006 2017 2018 Organization workplace harassment, opera-
Tips on Unethical Behavior 283 303 340 tion of dedicated groups, etc.
Reports of Corruption (personal corruption, 149 76 95 (2 Effective Operation 6 - Preventive training, whis-
waste of corporate asset, etc.) of Systems tleblowing/counseling system
Complaint (customer complaint, partner 121 146 185 operation
grievance, etc.) (® Monitoring and 1 - Continuous monitoring, activ-

Others (violation of respect for humanity, etc.) 13 81 60

Action Taken on Unethical Behavior in
the Past Three Years by POSCO

(Unit: Number of cases (%))

Category 2016 2017 2018
Disciplinary Action 67(39%) 16(73%) 40(54%)
Warning 37(21%) 4(18%) 29(39%)
Caution 70(40%) 2(9%) 5(7%)
Total 174(100%) 22(100%) 74(100%)

Ethical Management Activities Deployed by POSCO GROUP
POSCO enacts various activities to promote ethical management
to group affiliates and to elevate the ethical level of POSCO GROUP.
A business ethics index evaluation system is operated on group
affiliates to encourage them to proactively participate in business
ethics activities. The business ethics index consists of 13 action
items under four areas: Code of Ethics and Operational Organiza-
tion; Effective Operation of Systems; Monitoring and Ex-Post Man-
agement; and Recurrence Prevention of Violations.

Ex-Post Management ities to lower ethical risks, etc.

@ Recurrence 2 - Actions to prevent recur-
Prevention of rence, activities to spread eth-
Violations ical management, etc.

Ethical Risk Prevention at the Global Business Level

In order to rise above and become a leading company in global eth-
ics, POSCO not only strives to abide by the global standard but also
endeavors to prevent ethical risks at overseas subsidiaries and offices.

To begin in 2016, the Guideline on FCPA Compliance developed
in 2011 was supplemented into the Guideline on Anti-Corruption
Compliance. Previous guidelines were adjusted so as company
regulations can serve as a basis of punishment. Also, the scope
of guideline applications was expanded to include not only pub-
lic officials but also stakeholders. This is to offer additional preven-
tion measures to anti-corruption risks.

In addition to the pledge by all employees to comply with the
Code of Ethics, all employees at overseas subsidiaries also held an
anti-corruption compliance pledge. This was to ensure increased
compliance with global rules and regulations. Newly appointed
heads and employees of overseas subsidiaries received collective
training with a view to enhancing ethical leadership. As such, vari-
ous ethical management activities continued to be deployed.
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A facilitator was appointed at each representative overseas opera-
tion. This person is charged with training and coaching Korean and
local employees to bolster their ethical mindset and capability to
act. Facilitators also handle compliance work through monitoring
activities, thereby supporting preemptive risk prevention measures.

Corruption and Bribery Cases in Violation
of the FCPA Guideline

Category 2016 2017 2018

Corruption and Bribery (Number of Cases) 0 0 0

CASE REPORT

Regulations on Prohibiting Political Donations in Accor-
dance with Anti-Corruption Guidelines

Article 6 (Entertainment and Conveniences)
6.1 General Principles

No POSCO employee shall give or receive any money or valuables
to or from any stakeholder, including Korean and non-Korean
public officials and transaction counter-parties, in connection with
entertainment or conveniences with improper intent to obtain
business gain. Examples of valuables are as follows:

- Marketable securities, real estate, meals, gifts, golf

- Expenses for transportation, accommodations, etc.

- Usage rights or discounts for products or services

- Political contributions

- Other tangible or intangible economic gains such as cancel-
lation or transfer of debts, offering of employment, or grant-
ing of rights

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO
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Global Human Rights Management

Human rights management is becoming more important as com-
panies become more global and wield greater social influence.
In addition, human rights issues including protection of human
rights, elimination of forced labor and no tolerance for discrimi-
nation. These issues continue to emerge in the international com-
munity and the role of companies to resolve such issues is being
highlighted. In order to grow with the local community, POSCO
proactively steers forward activities to protect human rights
aimed at creating a working environment free of discrimination for
all employees and fulfilling the role and responsibility as a global
corporate citizen.

Human Rights Management Based on the Code of Ethics

As a member of the UN Global Compact, POSCO upholds the
international standard on human rights and labor. Additionally,
POSCO GROUP Code of Ethics dictates compliance with interna-
tional human rights standards including the Universal Declaration
of Human Rights, UN Global Compact and the OECD Guidelines
for Multinational Enterprises. We also pursue a corporate culture
and working environment that is free of discrimination or harass-
ment on grounds of race, nationality, gender, age, academic back-
ground, religion, region of origin, disability, marital status or sex-
ual orientation and respects diversity.

The global trend of ethical management is moving beyond pre-
venting unethical behavior and towards proactive practice of pro-
tecting customers and investors. We promote sharing growth
with the surrounding ecosystem, contributing to society and pro-
tecting the environment as well as anti-corruption activities for
transparent business management and respect for local law and
human rights.

In step with this trend, we incorporated global standards such as
the OECD Guidelines on Multinational Enterprises into our Code of
Ethics. We are set to operate in a timely manner important regu-
lations including the Korean anti-graft law (Improper Solicitation
and Graft Act), in-house environmental management rules, qual-
ity charter and action guidelines on preventing conflict of interest.

The Code of Ethics currently in effect stipulates prevention of
discrimination, provision of equal employment opportunities,
respect for cultural differences, guarantee of legitimate and
humane employment conditions and efforts to respect human
rightsin the local communities.

As such, POSCO's Code of Ethics is regarded as the first of its kind
in the Korean business community to have a separate item that
specifies and stipulates regulations on protecting and respect-
ing human rights, thereby asserting the commitment to respect
human rights to a level that meets the global corporate standard.
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Human Rights Management Advancement Based on Ethics
Under the vision, "With POSCO,” we pursue our philosophy of
becoming a “corporate citizen that advances together with the
society.” POSCO intends to become a member of society, grow-
ing with various stakeholders including employees, sharehold-
ers, customers, suppliers, partners and local communities,
and together pursuing values such as caring, co-existence and
co-prosperity.

Instead of stopping at merely declaring this philosophy, POSCO
built effective connecting systems and puts ethics into action
in daily life. By operating 24/7 counseling centers for unethical
behavior, workplace harassment and sexual harassment, POSCO
receives reports on behaviors in violation of guaranteeing or
respecting human rights and any harm done. Appropriate actions
are taken on reports received.

In particular, a preventive guideline on workplace harassment was
developed in 2018, which was incorporated into our e-learning
ethical management course. We also provide a course on prevent-
ing workplace sexual harassment.

A survey on respecting humanity is conducted yearly on a regular
basis to reveal violations of respect for humanity including work-
place harassment and sexual harassment, in a preemptive effort
to prevent infringement on the human rights of each and every
individual employee. Particularly, since 2017, we have been con-
ducting a Respecting Humanity Survey on our partners to learn
about abusive behavior by POSCO employees in an effort to safe-
guard and respect the rights of employees of our partners.

With a view to take stock of human rights management status
and level of implementation at overseas operations, POSCO con-
ducted a self-review using the human rights management check-
list it compiled in 2016 that incorporates global standards. From
2017, human rights items were added to the Respecting Human-
ity Survey. Since 2018, heads of overseas subsidiaries have been
providing preventive training on sexual harassment, in addition
to e-learning courses. POSCO continues its efforts to detect and
minimize the risks of human rights violation in global business,
thereby reinforcing awareness of human rights management at
overseas subsidiaries.

Human Rights Management Status Review of Overseas
Operations in the Last Three Years

2018 Human Rights Management Review of Overseas
Operations - Major Outcomes

e not discriminatory atall  93.7%

Discrimination
on employment
(ongrounds of gender,
religion, disability, age,
status, origin of
birth)

@ sometimes discriminatory  2.7%
® medium 3.6%

o generally discriminatory — (0,0%

younger

very discriminatory 0.0%
@ very good 71.5%
® good 27.6%
Workplace
safety, hygiene © medium 0.9%
maintenance e not good 0.0%
poor 0.0%
Hiring minors e VYes 0%
15years old or
®No 100%

@ strong efforts made 80.5%
@ efforts made 19.0%

Efforts to respect o o o
human rights of © medium 0.5%
business partners oo effort made 0.0%
not at all 0.0%

2018 Preventive Training on Sexual Harassment at Overseas
Operations (Collective Training)

Category 2016 2017 2018 Category Subsidiaries Trained Subsidiaries Ratio Participants
Subsidiaries 78 60 62 Session 1(March) 62 52 83.9% 726
47 49 46 Session 2 (september) 62 36 58.1% 666

Status Review
60.2% 81.6% 74.2% TO'[a|(redundan(y removed) 62 58 93.5% 1392
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Human Rights Grievance Handling System - Mechanisms
(Unethical Behavior Reporting Center, Abusive

Behavior Reporting Center, Workplace and Sexual
Harassment Reporting Center)

POSCO is mindful of voices of stakeholders through various chan-
nels and reflects them into business management to make prog-
ress. Notably, POSCO runs a number of grievance mechanisms
at our website (www.posco.com) and e-commerce site (www.
steel-n.com). The mechanisms are where we receive and resolve
questions, troubles and grievances from stakeholders. They are
online corridors that connect stakeholders in and out of POSCO.
These channels are available for not only reporting human rights
infringements but reporting unethical or abusive behaviors,
requesting rectification of unfair practice and counseling work
grievances.

CASE REPORT

Human Rights Due-Diligence Process

In order to fulfill its responsibility of respecting human rights,
POSCO carries out due diligence to identify, prevent and
mitigate negative impacts on human rights and to impose
responsibility. Due diligence also includes assessing real and
potential impact on human rights, recording actions taken
on identified facts and communicating to relevant stakehold-
ers how the impact was handled. The Human Rights Due-Dili-
gence Process s as follows:

@ Fact finding: Self-review by major business sites using a
self-evaluation checklist

@ Compiling: Putting together the outcomes of human rights
management review and understanding the situation

© On-Visit Due Diligence: Due diligence on site upon detec-
tion of serious human rights management risk

O Follow-up: Analyzing the situation through due diligence,
producing improvement measures and carrying out rele-
vant action

Meanwhile, POSCO prohibits any behavior that can lead to the
disclosure of the content of reports or the identity of informants
and stipulates punishment for violations, so that the reporting
system may work properly. Employees of the Compliance Depart-
ment - our auditing organization - electronically pledge to protect
the identity of informants at the beginning each year, making full
efforts to keep informant identities confidential.

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO
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Grievance Handling Process for Unethical Behavior, Abuse of
Power and Workplace and Sexual Harassment

- Counseling and reporting center
- Ethical Management — “Unethical Behavior: Workplace and
Sexual Harassment Reporting”
- E-mail: Workplace Harassment (ethics@posco.com),
Sexual Harassment (humanrights@posco.com)

-Tel.: Unethical Behavior (+82-80-390-3366),

Workplace Harassment (+82-80-577-6262),

Sexual Harassment (+82-80-066-8585)

e - Investigation starts within two weeks from receiving the report
to establish Th . . R .
el - Those investigated: Victim, actor, third party (confiden-

relations tiality and non-retaliation pledge signed)

- Counseling center personnel in charge confirms factual
relations and considers severity of harm and degree
of what the victim requests. If needed, he/she then
requests the HR Department to take action

Fact findin(};
and request for
action

Notification of the
outcome of the
investigation

- After requesting HR to take action, the outcome is
notified to the victim

- Preventive training on workplace and
sexual harassment, monitoring

Grievance Handling Process

Stakeholder submits application to the system
(application by e-mail, phone, post available)

J
2. Receipt

Operator in relevant departments including Compli-
ance, Purchasing and Sales receive the applications

l
3. Review and Handling
Person in charge reviews and handles received report

|

4. Notification of Outcome

suonsanb jeuonippe

Outcome is sent to the applicant through system feedback
or otherwise notified

|

5. Completion
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Fair Trade

POSCO strives to comply with relevant fair trade legislations
and requlations and to abide by fair and free market competi-
tion order. To prevent violations of fair trade legislations ex-ante,
POSCO adopted a Fair Trade Compliance Program" in 2002 and
declared the POSCO Code of Ethics in June 2003, proclaiming com-
pliance commitment and measures, starting with the CEO. Also,
the yearly CEO message stresses the importance of fair trade and
urges employees to comply so that they faithfully fulfill their roles
as corporate citizens.

1) Fair Trade Compliance Program: An internal compliance system including training
and review autonomously established and operated in accordance with fair trade
compliance norms, with the purpose of preemptively preventing violations of fair
trade legislations and regulations.

Fair Trade Compliance Organization

The Legal Department oversees fair trade compliance and
engages in compliance activities including fair trade training,
counseling and review for employees. The Head of Legal Depart-
ment is the Compliance Officer responsible for designing and exe-
cuting the Fair Trade Compliance Program.

POSCO GROUP’s Adoption of the Fair Trade Compliance
Program

Atotal of 22 affiliates of the POSCO GROUP operate fair trade com-
pliance programs. POSCO also strives to spread the culture of fair
trade compliance throughout the POSCO GROUP by organizing
the POSCO Compliance Academy (PCA) - a study group of POSCO
GROUP affiliate employees in charge of compliance.

POSCO GROUP's Adoption of
Fair Trade Compliance Programs

Fair Trade Compliance Program

POSCO's purpose of operating the fair trade compliance program
is to effectively run the compliance system (prevention - detection
- response), thereby preventing risks ex-ante and enrooting a fair

and transparent corporate culture.

POSCO operates a fair trade compliance program that consists of
seven items recommended by the KFTC (Korea Fair Trade Commis-

sion) as well as voluntary items developed internally.

Voluntary

items

Y Governme
H recommended B
: items :

+ Composition of a Fair Trade Compliance

Council

- Assessment of operational achievements

+ Declaring the management’s commitment to

compliance

- Designating a Compliance Officer
+ Compiling and distributing a compliance

manual

- Implementing training programs

+ Building a monitoring system

+ Imposing sanctions on employees for violat-
ing fair trade legislations and regulations

+ Building a documentation system

Fair Trade Compliance Program - Status of Operations

Program

Goal

Applied to

Online fair trade
review program
(website, smart

phones)

Self-review of fair trade

All employees

Fair trade manual
publication and dis-
tribution

Fair trade work guidance

Field operations depart-
ments including Purchas-

Year of Adoption  Affiliates Total ing and Marketing
Until 2003 POSCO, POSCO E&C, POSCO ICT 3 Operation ofFair Revievying ris_kg, tailored Field operations depart-
Trade Compliance coaching (training), work ments and GROUP

2006~ POSCO C&C, POSCO MTECH, POSCO, 8 Sessions improvement affiliates

2010 POSCO PLANTECH, POSMATE, POSCO A&C, Fair Trade Compli- ~ Raising awareness of fair Field operations depart-
POSCO ENERGY, SNNC ance Pledge trade compliance ments and GROUP

2011 POSCO DAEWOO, eNtoB 2 affiliates

2013 PNR, SRDC, POSCO HUMANS, 6 Fair Trade Cﬁmpli- Bolstslrlinlg ex]‘:ﬂ;gtionz\ Heads pf mz(ajjor field
POSCO TERMINAL, BLUE O&M, POSCO ESM ance Counci capabilities of fair trade  operations departments

compliance led by field  (group leaders)
2014 POSCO RESEARCH INSTITUTE, POSCO CAPITAL 2 operations
2015 PMCTECH 1 Fair trade practice  Supporting compliance  Fair trade practitioners of

22 Affiliates Total

leaders

activities of affiliated
departments

field operations depart-
ments
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Achievements of Fair Trade and Plans for 2019

In order to spread and entrench the compliance program group
wide, POSCO actively participates in and is well-received by the
Evaluation of Fair Trade Compliance Programs led by the KFTC.

As aresult of striving to firmly establish a fair trade order and coop-
erate on shared growth with SMEs, POSCO received high scores
(given highest grade in 2018) on the corporate partnership index
evaluation by the Korea Commission for Corporate Partnership.

In 2019, POSCO plans to continue revitalizing fair trade practices
led by field operations, bolstering tailored training, conducting
self-reviews on major risk areas and engaging in improvement
activities, thereby making best efforts to enroot a fair and transpar-
ent corporate culture throughout the POSCO GROUP.

Fair Trade Training Statistics (2018)

(Unit: Number of Participants)

. GROUP

Category  Course Title POSCO Affiliates Total
Online Fair Trade Explained, Case 323 612 935
training Examples of Fair Trade Violations
Collective  Fair Trade Training by Topics, 976 319 1,295
training CP Session Training,Disclosure

Training
Legal Actions on Unfair Trade Practices
including Practices that Undermine Competition,
Monopoly and Oligopoly
Category 2016 2017 2018
Number of Violations 0 0 0
Amount of Fines (KRW) 0 0 0
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Information Security

POSCO has been actively engaging itself in information security
activities with controls in place at managerial, technical and phys-
ical levels in full compliance with the International Standards for
information security as well as domestic and international rules
and regulations. These efforts to enhance information security and
cybersecurity efforts enabled us to safeguard core technologies
and workforce that make up the source of our competitiveness.
Our dedicated information security team has been tasked with
closely monitoring and incorporating changes in rules and requ-
lations, business environment, and technologies around informa-
tion security into corporate policies to ensure full requlatory com-
pliance and risk mitigation. To heighten the level of security at our
overseas subsidiaries and affiliates, the team offers assessments
and advisory services to close any security gaps.

Protection of Core Technologies

POSCO has instituted rigorous controls to protect its core technol-
ogies from R&D centers. The dedicated security team spearheads
a collaboration of around 400 employees, including security sys-
tem administrators and physical security staff.

Each business department is required to assign a security cham-
pion (200 in total) to carry out autonomous security activities.
Even more stringent security protection controls are in place for
Pohang and Gwangyang Works, designated as Class "A” Facilities
under the National Information Service Management Guidelines
on National Security Objectives.

Adapting to Domestic and International Regulatory Changes

Going beyond merely staying compliant with rules and regulations
that impact POSCO, we have been following regulatory trends and
proactively address them as has been the case with the Personal
Information Protection Act and the Act on Promotion of Informa-
tion and Communications Network Utilization and Information Pro-
tection. To satisfy statutory requirements, we have been certified
with the Information Security Management System (ISMS) schemes
since 2014 for our online steel commerce system (e-Sales). POSCO
ceaselessly works on enhancing organizational capabilities around
the protection of information security and privacy.

Our security standards and policies are updated regularly to
ensure safety and continuity in managing the personal informa-
tion of our customers.

Employee Information Security Training

Training programs and activities tailored to job roles and responsi-
bilities are provided to meet the security needs of our workforce.

Category Security Training in 2019

Training e-learning and offline training for entire workforce

Digital Board Posting  Security policies and guidelines

E-mail Distribution ~ Newsletters on the latest security trends

Guidance on security practices

Groupware Posting  Preventive campaigns on data loss and breaches
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EMPLOYEE

Employee Satisfaction

Every year, POSCO conducts 'P-GWP (POSCO-Great Work Place),
a company-wide survey of all employees to measure the level of
employee satisfaction and work engagement. In 2018 we insti-
tuted changes on the survey agency, questionnaire and method of
measurement. In this past survey the total score POSCO received
was 67 (out of 100). This score is slightly lower than the previous
year, but still remains well above the industrial average. The sur-
vey result shows that POSCO employees are trying to build pos-
itive relationship with the stakeholders based on their consid-
eration of corporate citizenship, which is at its top level with the
global standard. POSCO promises to make positive efforts to
enhance the employee self-esteem and the level of satisfaction
with the organization as well as their work through improvement
in work method and two-way communications.

Employee Satisfaction Survey Result

Category 2015 2016 2017 2018
Employee satisfaction score? 71 77 78 67%
Survey participation (%) 70 75 70 59

1) Surveys and interviews were conducted to measure the pride in the company, work
engagement, policy/work environment satisfaction and other overall level of work
ethicsinthe organizational culture.

2)The criterion used in the survey: scale of 1 to 6 (strongly agree - agree - somewhat
agree - somewhat disagree -disagree - strongly disagree)

3) The result of 2018 requires more cautious interpretation compared to the ones from
previous years due to the changes in the survey agency, questionnaire and method
of measurement.

Improving Work Environment for Women

POSCO provides various support to ease the burden of childbear-
ing and childcare for women employees in order to enhance their
work engagement. We also present the vision for advancement
through education and comprehensive information tailored to our
women employees so as they reach their full career potential.

»  Operation of Daycare center

> Resting lounge for women

Childcare

Solutions
»  Parental leave system

Spousal accompaniment
leave system

Diversity / Prohibition on Discrimination

In pursuit of employees’ human rights protection, prohibition
on discrimination and diversity practice, POSCO has stated the
related terms in it code of Ethics.

Practice Guidelines for Code of Ethics | @ Respect and equality

- We will not discriminate or harass on the grounds of race, national-
ity, gender, age, educational background, religion, regional origin,
disabili ital status, and sexual orientation.

- We will provide equal opportunity of employment to those who
possess necessary qualification and capability.

+ Wewill maintain our work environment that respects diversity.

Employment Stability and Jos Security

In confidence of POSCO's labor relationship since establishment,
the company has never carried out large-scale layoff or force-
ful termination of employment for business recovery or as an
increase in profitability. At POSCO, job security is assured in the
Article 36 of Employment Regulations which states, “The company
shall not terminate the employment of, or dismiss employees with-
out just cause.” Even in the event of dismissal based on a clearly
just cause, such as violation of laws, the case is strictly review by
‘The Company-wide Personnel Committee’ before a final decision
is announced. Notification must be made a minimum of 30 days
prior to the date of dismissal. Failure to do so requires compen-
sating 30 days of regular wage as a protective measure for the
employee. POSCO will continue to endeavor to improve its policies
and operational procedures in order to improve employment sta-
bility and job security.

Employment Regulation

- Article 36. (Job security) The company shall not take disci-

plinary action against, terminate the employment of, sus-
pend or dismiss employees without just cause.

In Pohang, Gwangyang and Seoul, daycare centers are in operation accommodating a total of
430 children in order to ease the burden of childcare, expand employment of women, and con-
tribute to addressing the issue of low birthrate.

The resting lounge is designed so as to offer ease for women, especially the mothers who
breastfeed. It also helps pregnant women to relax and ease their difficulties at workplace.

Our policy allows a maximum 2 years of parental leave in addition to the 90 day leave prior and
after childbirth. This ensures no obstacle in promotion and employee evaluation.

Our policy allows a leave of absence for POSCO employees during the period of their spouse’s
dispatched service abroad so that the family can stay together.
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Long-Term Service Vacation

POSCO supports the recuperation of its long-term employees by pro-
viding long term service vacation days (2 days for 10 years, 3 days for 15
years and 5 days for 20 / 25/ 30 years of service.) These vacation days
can be used within 1 year from the date of employment.

Employee Welfare and Services

POSCO contributes a portion of its profit to the Inter-company
Employee Welfare Fund to enhance the quality of life of POSCO
employees. The wide-ranging service area provided by the fund
includes loans for housing, tuition support for employee’s chil-
dren, optional welfare packages, family events, and support for
disabled family members.

Posco’s recreational facilities inside as well as outside the com-
pany help support leisure activities for employees. We also oper-
ate the Health Promotion Center to provide employee health
checkups, workplace inspections and other health-related ser-
vices. We continue to build (Pyeongchang With-POSCO Residence,
2018) and expand recreational and health facilities for the benefit
of our employees.

In addition, spousal health checkups and group insurance were
introduced while improvement was made in medical expense sup-
port in order to promote healthy family life. In 2016, we revised
our tuition support system to improve for multi-child families. We
also included death of maternal grandparents in the bereavement
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leave system in order to elevate gender equality. Since 2017, we
have introduced POSCO's first rate system for working with child-
care. It includes flexible work hour system to support pregnancy,
birth and childcare. The system also entails increase in childbirth
grant, and expansion of our kindergarten scholarship.

Labor Unions

The POSCO Labor Union, established in June, 1988 has been the
only labor union which belonged to Federation of Korean Metal
Workers Trade Unions affiliated with the Federation of Korean
Trade Unions. Recently since September 2018, the company has
more than one union as The POSCO Branch of KoreanMetal Work-
er's Union was formed affiliated with the Korean Confederation of
Trade Unions. As of February, 2019, 56.6% of workers are union-
ized, 6,459 under the POSCO Labor Union and 2,855 under the
POSCO Branch respectively. The company and the labor unions
reach wage agreement annually, and collective agreement bian-
nually. In October, 2018, the POSCO Labor Union obtained the rep-
resentative bargaining agent status of labor unions followed by
the unification of bargaining agents under the Labor Union and
Labor Relation Adjustment Act. Consequently, the POSCO Labor
Union will negotiate wage and collective agreement with the com-
pany until 2020. In compliance with the article 33 of the Constitu-
tion and the Labor Regulations, POSCO ensures its workers' free-
dom to carry out their activities with the labor union. POSCO is
also committed to the win-win relationship of the labor-manage-
mentand improvement of the labor conditions.

Employee Welfare Fund (Unit: billion KRW) Amount of Pension Subsidy (Unit: billion KRW)
Category 2016 2017 2018 Category 2016 2017 2018
Amount of contribution 62.0 57.2 55.0 National pension (company contribution) 39.2 39.6 413
Cumulative amount of contribution 1,054.1 111.3 1,166.3 Personal pension subsidy 8.2 8.1 5.6
No. of beneficiaries of personal pensions 6,646 6,478 6,759
Labor Cost (Unit: billion KRW) Unionization Rate
Category 2016 2017 2018 Category Theend of Theendof Theendof February
Payroll” 1,492 1,490 1,628 A0 duiy 2uie A0t
it e 161 130 133 (Upnewﬁ)srgrzgg)le workers 16,482 16,881 16,227 16,342
Legal welfare expense” 7 125 127 Unionized workers 10 10 6,467 9,314
(persons)
1) Payroll: Monthly salary, bonuses, welfare expenses (meal allowance, personal pen- Unionization rate 0.1 0.1 39.9 56.6

sion subsidy, performance-based bonus, incentives)

2) Retirement allowance: Allowance for retirement benefits for the year (excluding
executives)

3)Legal welfare expenses: a total amount of national pension, health insurance,
employment insurance, industrial accident compensation insurance, and wage
claim guarantee insurance charges

(%)
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Labor-Management Council

In accordance with ‘the Promotion of Worker Participation and
Cooperation Act, the Labor-Management Council was estab-
lished as an organization for employee representation in Novem-
ber 17th, 1977. 1t is comprised of 20 representative members
from both labor and management. The labor representatives are
elected through a direct and confidential vote by employees for
a 3-year term. The current labor representatives were elected in
November, 2018 to serve until November, 2021.

The labor representatives negotiate the terms of company-wide
employee interests such as wage, work system, welfare, pro-
ductivity, payment by results, safety, health and other areas of
improvement. They also play a role as the labor-management
communication channel. These representatives attend operation
meetings, and regular as well as ad-hoc sessions with the man-
agement representative in order to share the operational status
of the company. Besides the quarterly meetings, POSCO holds
discussions and workshops with the representatives of all units
and divisions. These meetings encompass the presentation of the
corporate activities and policies to form a consensus among the
employees

The Labor-Management Council has a number of affiliated orga-
nizations: Steelworks Council, Division Council, Department-Office
Council and Factory-Section Council. The Factor-Section Council
is the smallest organization under the Labor-Management Coun-
cil, made up with 390 members from both factories and sections.
It holds quarterly meetings to address their specific topics. The
Labor Management Council and its affiliated councils strives for
a collaborative growth of the employees and the company while
improving the employee welfare. The council also puts in effort
to gain trust of the employees as their representative through
prompt responses to their grievances and concerns. POSCO car-
ries out One Percent (1% of wage) Sharing and Great Work Place
(GWP) Campaign as part of its corporate initiative for reinforcing
competitiveness, preventing safety accidents and overall improve-
ment of the organizational culture.

Fair Evaluation and Compensation

POSCO ensures proper rewards for employee performances
through a equitable and objective employee evaluation system.
Employees set the individual aim of MBO plans and compile yearly
performances accordingly based on the goals set by their orga-
nizations. The evaluations of employee annual performances are
made up in 4 stages (self-assessment, 1st, 2nd and 3rd assess-
ment.) In particular, the 2nd and 3rd stages involve a group dis-
cussion and calibration of evaluators on performances of all
members in the organization in order to assure fair assessment.
The evaluator then delivers the feedback to the individual during

a one-on-one interview. An appeal can be made in case anyone
finds the result unjust or unacceptable. Multifaceted evaluationsin
all aspects are carried out particularly for the employees in super-
visory positions (heads of department / group / onsite section)
due to their critical role in performance of their organizations. The
360-degree of feedback on their leadership and core values are
actively used to enhance the competencies of the leaders and cul-
tivate human resources.

POSCO’s wage system considers two aspects: the stability of
employees’ livelihood and proper rewards based on their per-
formance. Wage increases reflect inflation rates and service
period to support the household livelihood security. The rate of
wage increase is differentiated based on the result of their per-
formance evaluation. We administer the outcome of our collabo-
rative performances through implementation of a flexible per-
formance-based bonus system, agreed upon by both labor and
management. We also follow the wage equity standards (single
wage table) for both genders.

Sharing Gratitude: ‘Thanks Sharing’ Program

To make gratitude a custom at POSCO, we have created ‘Thanks
Sharing’ app through which employees may exchange greetings
and gratitude with one another. The thanks sharing program also
includes thank-you cards and coupons.

Using the ‘thank-you coupon’ program which expanded in 2019,
supervisors may present employees with various mobile coupons
(coffee, movies etc.) The program is a readily available instrument
for the leaders to set the example of expressing gratitude and
appreciation for an employees’ hard work.

Through ‘Thanks Sharing’ program, POSCO aims to cultivate pos-
itive communication culture with gratitude, compliment and
encouragement within the organization. In return, it will assist
employees to engage themselves and collaborate with others.
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Reinforcing Suppliers’ Sustainability
Competitiveness

POSCO wishes to create a business environment where it grows
soundly together with partners and contributes to society. As
such, POSCO devised the Supplier Code of Conduct that pre-
scribes basic requirements that all suppliers must adhere to.
In order to bolster POSCO GROUP suppliers’ competitiveness,
POSCO also developed an evaluation system for suppliers. While
sharing POSCO's sustainability competitiveness to reinforce sup-
pliers’ competitiveness, POSCO also preemptively prevents envi-
ronmental and social risks that may arise.

POSCO GROUP Supplier Code of Conduct

For the purpose of ensuring all companies that does business with
POSCO GROUP to fulfill their responsibilities as global corporate
citizens, POSCO developed the POSCO GROUP Supplier Code of
Conduct in June 2010. The Code consists of basic norms such as
human rights, labor, environment and anti-corruption as defined
by the UN Global Compact as well as fair trade, quality manage-
ment and mutual growth - a total of 21 items under seven cate-
gories. This Code of Conduct defines the basic requirements that
must be adhered to by all suppliers that wish to do business with
POSCO GROUP. In order to do business with POSCO, suppliers
must electronically sign the Supplier Code of Conduct as they reg-
ister onto our e-procurement website (www.steel-n.com).

Supplier Relationship Management (SRM)
Supplier Classification: Supplier Group Management

POSCO manages Sourcing Groups of suppliers classified by items,
taking into account the supply market of items to be purchased,
item characteristics and convenience of securing a contract. We

Summary of POSCO GROUP Supplier Code of Conduct

Respect for fundamental human rights of employees

» Voluntary employment, prohibition on child labor, prohibition on
discrimination, compliance with working hour conditions, com-
pliance with wage-related legislations, humane treatment

Safety and Health
Safe working environment and compliance with industrial safety

Environment

» Management of hazardous materials, waste water, solid waste
and air pollution control, prevention of pollution and resource
saving

Ethics and Fair Trade

» Businessintegrity, compliance with special terms and conditions
on ethical practice, compliance with fair trade, building a culture
of trust
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also deliberate on a supplier's fundamental production factors
including basic financial capabilities and facility capacities before
registering the supplier onto a Sourcing Group and qualifying the
supplier for bidding and negotiation. The performance of suppli-
ers is evaluated quarterly on a Sourcing Group basis and the out-
comes are provided in a report so that suppliers can voluntarily
analyze strengths and weaknesses as well as establish plans for
improvement

SRM Evaluation including Supplier CSR Evaluation

SRM evaluation of POSCO GROUP suppliers consists of seven cat-
egories - credit, price, quality, delivery-on-time, level of coopera-
tion, safety and environment and additional or subtractive points.

CSR items encompass all areas of economy, society and environ-
ment. In addition, POSCO also pushes forward mutual growth pol-
icies aimed at enhancing competitiveness of the entire supply mar-
ket. POSCO also supports primary suppliers and encourages their
cooperation so that secondary and tertiary suppliers also become
competitive in the market. To this end, the evaluation of primary
suppliers on their level of cooperation regarding SRM supply per-
formance includes payments to secondary and tertiary suppliers
as well as mutual growth agreements and benefit sharing pro-
grams the carry out with secondary suppliers.

In order to establish the most robust supply chain possible,
POSCO is improving the supply market ecosystem. Furthermore,
POSCO adopted TCB (Tech Credit Bureau) certification, volunteer
activity hours and fair trade compliance program activities as eval-
uation items in order to boost technological development and
social responsibilities of suppliers. These items add points to per-

Protection of Trade Secrets and Intellectual Property

> Management and protection of confidential information, protec-
tion of intellectual property

Quality Management

> Quality control, management of changes, mutual quality
control among suppliers

Mutual Growth and Social Contribution
Mutual growth, social contribution

*POSCO Supplier Code of Ethics http://www.steel-n.com
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formance evaluation, encouraging suppliers to proactively engage
in CSR activities. The Safety and Environment category is also
included as an evaluation criterion for suppliers. Notable subtrac-
tive points in this category are incurred by the number of accidents
occurred and the number of rule violations within steelworks.

In terms of environment, evaluation criteria include environmen-
tal certification such as ISO 14001, green purchase amount, eco-
friendly product proposal and carbon emissions management,
thereby contributing to make our supply chain greener. In addi-
tion, to ensure that suppliers practice respect for humanity, addi-
tional points are given to those who adopt OHSAS 18001, as a
means to encourage voluntary safety and health activities.

Outcomes of Supplier Evaluation and Support for
Improvement

Evaluation and analysis on suppliers are published into quarterly
and yearly reports and provided to suppliers to encourage them to
voluntarily work on improving. The reports provided to suppliers
are graded into three groups - excellent, good and poor. Bidding
restriction including suspension of transaction applies to suppli-
ers that receive with a “poor” report for a prolonged period.

A supplier with a yearly report rated “poor” is suspended from
transactions for one year and their registration on the Sourcing
Group is cancelled. To rejoin the Sourcing Group, the supplier
must repeat the steps taken for initial registration. On the other
hand, suppliers with a report rated “excellent” can be selected as a
POSCO Honored Partner and benefit from preferential treatment,
including preferred negotiation rights and exemption from vari-
ous guarantee payments in relation to contracts.

As of 2018, there were 2,011 suppliers (228 new suppliers) sub-
ject to SRM evaluation. Removing redundancies, 865 suppliers
received SRM evaluation: 440 suppliers were rated “excellent” (90
points or higher), 1,313 (70 points or higher) rated “good” and 258
suppliers (lower than 70 points) “poor”. 22 suppliers either had
their Sourcing Group registration cancelled or received a one-
year suspension and 21 suppliers were restricted from bidding
for six months, which means 43 suppliers were either removed or
restricted from bidding.

Meanwhile, we selected 40 POSCO Honored Partners by evaluating
“excellent”-rated suppliers on their overall contributions to POSCO.
Through this performance evaluation, POSCO provides feedback to sup-
pliers on their strengths and weaknesses, thereby creating an environ-

ment where suppliers can voluntarily improve.

This evaluation also contributes to making our business ecosys-
tem healthier by serving as criteria of support for or elimination
of suppliers. Transaction is restricted on suppliers that engaged
in socially condemnable behavior or caused complaints. Suppli-
ers that violated POSCO ethical guidelines, caused complaints
or caused environmental pollution are met with stern sanctions,
including a maximum of five years of bidding restriction. Compa-
nies that are not socially sound cannot do business with POSCO.

Supplier Status of 2018

Category Number of Share of purchase

suppliers  from these suppliers
Tier1 All suppliers 2,01 86%
(primary suppliers) Key suppliers 894 75%

Non-Tier1(non-
primary suppliers)

Key suppliers 2,105 14%

Exchange of Information with Suppliers

Two information exchange seminars per year are held on a regu-
lar basis with suppliers in order to boost their competitiveness -
one in the first half of the year and another in the second half. In
2018, the first half seminar was held with 125 suppliers (improving
purchasing measures and systems, compliance with purchasing
ethics, etc.) and the second half seminar with 115 suppliers (cash
payment support fund, mutual growth program, improving the
bidding system, etc.) - a total of 240 suppliers participated in the
information exchange seminars. Every quarter, the POSCO man-
agement visits SME suppliers in each region and holds roundta-
bles to bolster communications with stakeholders.

Fair Purchasing Policy and Internal Transactions Committee:
Raising Transactional Transparency

We put in place fair purchasing policies including the disclosure
of transaction records and expansion of competitive purchasing.
We also fully disclosed Sourcing Group information such as mate-
rials, facilities, raw materials and logistics. Moreover, in order to
raise transactional transparency, we are expanding competitive
purchasing by convening the Internal Transactions Committee. We
also continue to newly source from POSCO Honored Partners and
reinforce criteria to eliminate poor suppliers, thereby bolstering
our supply chain.
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Quality Audits on Suppliers

With a view to reinforce quality-side capabilities of suppliers, we
conduct quality audits on suppliers with doubtful quality. For four
years from 2015, a total of 196 suppliers were audited on qual-
ity and 35 suppliers with poor quality control were cancelled from
their Sourcing Group. 37 suppliers were recommended to improve
their level of quality control and were given support on training
and consulting.

In 2019, more audits will be conducted with 120 suppliers planned
to be audited. Improvement will be made on designing and pro-
ducing capabilities as well as quality control. Furthermore, as part
of activities to assist SMEs on boosting quality control competitive-
ness, quality enhancement training for suppliers will be expanded
to include the CEO.

Supplier Risk Management
Suppliers with a lower credit rating than the requirement for

Sourcing Group registration (B or above), those that disposed of
essential equipment or facilities after Sourcing Group registration,
those that have poor quality control capabilities and those that do
not have bidding records in the past year or transaction records in
the past two years have been eliminated from the Sourcing Group
(144 suppliers total).

In 2019, we plan to improve and reinforce the refresh review cri-
teria to minimize supplier-side risks. To encourage suppliers to
enhance their technological capabilities and for us to verify such
capabilities, we adopted the TCB system in 2018. As such, we are
encouraging suppliers to reinforce their competitiveness.

SRM Evaluation Items
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Conflict Minerals

Mines in areas of conflict such as DR Congo have fallen under
control of armed rebels who sell the extracted minerals for
profit which feeds back into the conflict. Moreover, rebel-con-
trolled mines are of particular concern globally, as child labor,
sexual assault and other human rights infringement occur in
the mining process. Industrial minerals produced in conflict
areas are called “conflict minerals”. The US SEC requires cor-
porations to report whether their products were made with
conflict minerals such as gold, tungsten, tin and tantalum
from the DRC or neighboring states. POSCO uses tin and
ferrotungsten, which is a ferroalloy. The tin originates from
Indonesia and the ferrotungsten used to make stainless steel
products is from Korea, Russia and Vietnam. Under the prin-
ciple of restricting transactions with suppliers that engaged
in socially condemnable behavior, POSCO GROUP endeav-
ors to stay away from using raw materials from areas of con-
flict. To fundamentally prevent the use of conflict minerals,
POSCO's raw material purchasing contract includes a clause
prescribing that no conflict mineral shall be used and that if
the use of such mineral is later revealed, the contract shall
be terminated immediately and bidding restricted thereafter.
Going forward, POSCO GROUP will also internally train affili-
ates and maintain constant monitoring to ensure that conflict
minerals are not used.

Category Items

Credit Creditrating

Price Bidding participation rate, competition rate of submitted price, optimal bidding rate, quotation reliability
Quality PosQCrating, ISO certification, quality defect rate, defection occurrence rate, quality satisfaction

Delivery-on-time

Delivery delay rate, average days of delay, number of long-term delays

Level of Cooperation

Number of benefit sharing tasks, financial performance amount from benefit sharing, payment-on-time to secondary, tertiary and

quaternary suppliers, mutual growth agreement between primary and secondary suppliers, level of participation in WinC
(primary-secondary supplier payment condition improvement program)

Environment/ Safety ~ Supplied amount of eco-friendly items, eco-friendly mark certification, ISO 14001 certification

Additional points

OHSAS 18001 certification, TCB, volunteer activities, fair trade compliance program, mutual growth agreement between

secondary and tertiary suppliers, shared benefit cash compensation distributed to employees, use of standard subcontracting

agreement between primary and secondary suppliers

Subtractive points

- Cautioned by the Compliance Department: 2 points per caution

- Accident: 3 points per severe accident, 1 point per general accident, 0.25 point per safety violation

- Unethical behavior as defined by POSCO GROUP: 15 points per quarter for two years
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Sustainability Risk Evaluation: Scope and Goal

Monitoring Supplier Sustainability

Category Unit 2016 2017 2018 Category Unit 2018
Tier1 All suppliers Number of suppliers 1,284 2,202 2,011 Key Suppliers Percentage of suppliers % 100
(pr\mléry Evaluated suppliers Number of suppliers 1,284 2,202 2,011 (Tier 1 and Non-Tier 1) evaluated annually
supplier)
Paper evaluation  Number of suppliers 1,251 2,142 1,911 Total % 100
On-site evaluation Number of suppliers 33 60 100 Suppl_iers _V‘_Ath high Percentage of suppliers %
_ sustainability risk evaluated annually
Third-party Number of suppliers - - - ~ BT
evaluation Lazl -
Evaluation rate % 100 100 100
Non- Key supplier Number of suppliers 1,838 2,003 2,105
VISt Evaluated supplier Number of suppliers 1,838 2,003 2,105
Evaluation rate % 100 100 100
Rate of Suppliers with High Sustainability Risk Corrective Action on Risks by Suppliers
Category Content Unit 2018 Category Unit 2018
Tier1 Number of suppliers with high Numberof 79 Percentage of high-risk partners that % 5
sustainability risk suppliers established improvement plan
Percentage of primary suppliers % 8.8 ESG performance improvement rate within % 0
with high sustainability risk 12 months from establishing improvement plan
) Number of suppliers with high Number of 178 Suspension of transactions Number of cases 121
r’:‘g::;lsgatiy sustainability risk suppliers Temporary suspension of transactions Number of cases 121
suppliers Percentage of non-primary suppli- % 159 Permanent suspension of transactions Number of cases 0

ers with high sustainability risk

Accounting for ESG Elements when Selecting Suppliers

Minimum Requirement

Category

Evaluation on Separate points

existing and allocated to

new suppliers  ESG as part of SRM
evaluation

Points allocated to payments to
second- or lower-tier suppliers,
fair trade agreement, voluntary
activities, safety certification
and other social activities as
part of supplier evaluation

Category

Weight Subjected Supplier

Weight given to ESG when deciding to
select or retain suppliers

30% All suppliers
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Risk Management

POSCO prevents risks by responding promptly to a rapidly chang-
ing business environment, and makes company-wide effort to
secure sustainable growth base by maintaining favorable rela-
tions with stakeholders.

Risk Management Overview

POSCO established the Enterprise Risk Management (ERM) sys-
tem that included preparing risk management policies, establish-
ing regulations, and launching a responsible organization, in 2010.
In 2011, the Investment Risk Management (IRM) Department was
newly established, reinforcing risk management on growth invest-
ment projects. In 2012, POSCO bolstered its risk management pro-
cess of monitoring, detection, assessment and improvement by
linking business assessment to risk management. Since 2015, the
Corporate Strategy & Finance Center in charge of POSCO Group
strategies has taken over risk management duties in order to rein-
force risk management at the Group level. The Center completed
restructuring in 2017, by liquidating poorly performing affiliates
at home and abroad, bringing down financial risk. Furthermore,
POSCO made risk management more effective and responsive
by preventing ethical risks within the POSCO Group preemptively
through the Clean POSCO System. In 2019, the Corporate Strategy
& Finance Center was renamed as the Corporate Strategy & Plan-
ning Division and the Investment Strategy Office and Business
Assessment Office were newly established to constantly moni-
tor risk factors in investments and projects around the world that
could undermine our achievement of the GROUP management
goals and to carry out substantive risk mitigation activities as a top
priority.

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO

APPENDIX

Group Risk Management System and Governance

POSCO's risk management system is composed to manage each
risk by individual departments who are responsible for. Risks are
classified into Business Risks, Non-Business Risks and Disasters
and Crises. Five offices under Corporate Strategy & Planning Divi-
sion are in charge of managing Business Risks.

The Corporate Strategy Office manages risks related to strategies
and competitors and the Investment Strategy Office is in charge
of risks in investment and overseas business. The Finance Office
is charged with financial risks including foreign exchange rate or
funds and the Global Infrastructure Business Management Office
handles risks of major affiliates in Korea. The Business Assess-
ment Office responds to business risks preemptively by assess-
ing businesses with poor management records and high risks.
Among business risks, external risks like steel market, financial
market, raw material market and competitor's strategies are mon-
itored reqgularly by the POSCO Research Institute (POSRI). Moni-
toring results are reported to POSCO on a regular basis or distrib-
uted Group-wide through the Global Information Hub (GIH) - the
Group information hub. The Corporate Audit Office and Legal
Affairs Office lead the management of Non-Business Risks includ-
ing ethics, compliance and reputation of the Company with the
risk management system(RMS). Respond to disasters and crises,
POSCO have upgraded the safety organization at the Pohang and
Gwangyang works to the executive level. And POSCO have created
Deputy Head of Works for safety and environment, and is promot-
ing safe, accident-free workplaces centered on Safety & Disaster
Prevention Groups at each steelworks.

POSCO Group's Risk Management System

Business Risks

external

Non-Business Risks

> Disasters and Crises

el strategy, investment, >
{corporate finance, affiliates, competitors

4 economy, steel business, industry, >
IS finance, emerging markets

operations, compliance, reputation,
ethical risks

— safety, accidents, natural disaster, etc. ~ »

Managed by Corporate Strategy
& Planning Division

Monitored by POSCO Research Institute

Managed by the risk
management system(RMS)

Response by steelworks
Safety & Disaster Prevention Group
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Monitoring External Economic Risks

As the steel industry is largely impacted by changes in the external
market, constant monitoring of the economy and business condi-
tions in the steel and raw material market is required. As POSCO
expands its global business, risk management in the nations
where POSCO has presence has become ever important. Such
external economic risks are constantly monitored by POSRI, which
publishes the “Global Steel Market Outlook” every half year on the
market situation of steel and raw materials. An outlook on the sup-
ply, demand and price of steel is also presented every quarter. In
addition, on a monthly basis, POSRI monitors fluctuations in the
foreign exchange rate in major nations and presents a market sit-
uation analysis and a supply-demand forecast on major raw mate-
rials such as iron ore, coking coal and nickel. Monitoring and anal-
ysis outcomes are reported on a regular basis and incorporated
into the quarterly business plan and mid-term management plan.

POSCO group's Information Hub GIH(Global Information Hub)
compiles and presents daily information on GROUP business, new
growth sectors, global economy, trends of competitors and stra-
tegic target nations and technological trends. GIH also enhances
monitoring function on external economic risks through publica-
tion of issue reports on major issues. In particular, POSCO applies
big data and Al methods to predicting raw material and steel
prices in order to raise accuracy and predictability of risk man-
agement. In 2018, a warning model was developed and has been
in operation to preemptively identify risks in raw material supply
arising from recurring extreme weather events such as la nifia.

Sensitivity Analysis on Major Risk Factors and
Scenario-Based Management

The external factors that have the largest impact on POSCO’s man-
agement performance are foreign exchange rate, oil prices, iron
ore prices and coal prices. POSCO and each affiliate monitor the
possibility of changes in sales, costs and profits driven by fluctu-
ations in the aforementioned indicators, at least once a month.
When the fluctuations indicate business risk, a response plan is
immediately established and carried out. When approving invest-
ments, sensitivity to fluctuations in foreign exchange rate, sales
price and major materials prices is analyzed and considered
during decision-making. In 2019, investment risk management
organization and functions have been bolstered and the invest-
ment risk management process has been overhauled to enable
preemptive response to risks arising from changes in the inter-
nal and external investment environment, thereby reinforcing our
monitoring and substantive response to investment risks. Our
business plan is developed into three scenarios — moderate recov-
ery, continued low-growth and double-dip. The current business
goals are based on a “continued low-growth” scenario, assuming
that recovery in the steel market will be slow. And management per-
formances are analyzed and reported to the group steering meet-
ing monthly.

External Risk Monitoring System

Steel market Raw materials

Real economy  Raw material

situation market situation
Qil price Interest rate e el s
industry trends
E/X Trade conflict Imported Restructgrlng in
goods the steel industry

Construction Energy China Indonesia
Thailand Vietnam
Materials ICT Myanmar India
Mexico Brazil
Trade New business
Turkey Iran
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Self Risk Check System (RMS)

For systematic internal risk management purposes, a RMS(Risk
Management System) has been up and running in POSCO since
2004 as a risk management system for overall work processes of
POSCO. RMS systematically classifies all business tasks of the com-
pany into finance, purchasing, marketing, investment and produc
tion/facility management, etc. After selecting and assessing indi-
vidual risks, RMS manages the risks based on severity. In order to
ensure effective RMS operations that reflect changes in the busi-
ness environment, POSCO linked risk management with internal
audit activities. In addition, POSCO have continuously improved
the system by reflecting the feedback from the field departments,
and each department can inquire and check the risks, so that
POSCO have an organic risk management system between the
business departments and the internal audit department.

Since 2013, RMS has been further developed to collect real-time
data from the ERP(Enterprise Resource Planning) system and
assess risks. In 2017, POSCO developed a smart Self Risk Check
System based on big data analysis, enabling field departments
to conduct their own inspection immediately upon detection of
abnormalities. The Corporate Audit Office supports continuous
risk updates through the circulatory process of control and moni-
toring based on risk selection, assessment and auditing. Also, best
practices are proactively promoted as an effort to firmly establish
the Self Risk Check System.

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO

Framework of Risk Management System

Selection of
items for inspection/
Reflection of audit

Self risk
management

result
Field Corporate
Departments Audit Office
Real-time
B SelfRisk g
j\ Check System &
Risk preemptive . Support for risk
prevention . prevention

APPENDIX

Internal Control of Financial Reporting

Listed on the Korea Exchange and the New York Stock Exchange,
POSCO established a CEO and CFO approval procedure on disclo-
sure and internal control in December 2003. POSCO also operates
a Disclosure Committee as part of a system to evaluate internal
control of the financial reporting process and has been conduct-
ing self-evaluation since 2004. POSCO established a group inter-
nal control evaluation system in March 2005. Since FY 2006, we
have heightened reliability of our financial reporting and disclo-
sure, as external audit became mandatory in accordance with
the Sarbanes-Oxley Act”. Our internal control evaluation sys-
tem was developed by an external specialist, based on the New
COSO? Framework revised in 2014. The system assess business
risks which affect the financial statements with the documenta-
tion of the company-wide and department-specific processes, and
operate them as control activities based on consolidated financial
statements. This system ensures that our internal control items
fulfill the process-based control targets and are designed in a way
that enables prevention and detection of any material misstate-
ment in the financial statement. At the same time, this system
evaluate whether it is operating according to design through test
procedure such as inquiry, evidence test. As per the Act on Exter-
nal Audit of Corporation amended in November 2018, the CEO
reports the status of operation of the internal accounting control
system to the Audit Committee, Board of Directors and General
Meeting of Shareholders.

1)SOX (Sarbanes-Oxley) Act : A US legislation on corporate accounting reform
enacted in July 2002 that allows stringent sanction on accounting fraud

2) COSO (Committee of Sponsoring Organizations of the Treadway Commission) :
AUS internal control committee

Internal Accounting Control Process

Selection of control activ- ~ Major control activities of POSCO are selected or
ities and organization  » added and mapped to the designated relevant
mapping department
Evaluation on whether major control activities of
> POSCO are designed properly
(whether internal control is implemented into all
major work processes of POSCO)

Control activity design
testing (Test of Design)

Desi luati P i i |
Brsignicsim et | eS{gn evaluation by POSCO is audited by externa
auditor

Control activity
operation testing >
(Test of Control)

Evaluation on whether evaluation-verified control
activities work properly according to design

Operation evaluation by POSCO is audited

ion in i .
Operation testing audit sy ewemel aulian
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Sustainability Policy

As companies wield greater social influence, they are increasingly expected to co-exist with local communities as modern citizens, resolve

social issues alongside pursuing economic value and play an active role in creating a better society. In order to meet this expectation,

POSCO celebrated the 50th anniversary of its foundation by declaring the management philosophy for the next 50 years: Corporate Citizen-
ship: Building a Better Future Together. POSCO also adopted three reform tasks to fulfill this philosophy: Business with POSCO, Society with
POSCO and People with POSCO. We are also pushing ahead with core tasks designated under each of the reform tasks.

Corporate Citizenship Vision

Business With POSCO

Creating value
with business partners

v

Among the three reform tasks, this task con-
stitutes leading reform aimed at economic
value creation. POSCO GROUP portfolio
must transition from a steel-centric system
to balanced growth as it drives on the next
50 years, by expanding GROUP business
and developing new business in addition to
developing the existing steel industry.

Society With POSCO

Shaping a better tomorrow
with the community

v

The “Society” area is the core area aimed at
embodying our management philosophy of
corporate citizenship. POSCO wishes to fur-
ther expand and advance CSR from the pre-
vious focus on donation and charity. Activi-
ties under this task spring from POSCO'’s
deep-felt empathy with social issues. They
add value and lead meaningful change, aim-
ing to resolve social issues.

People With POSCO

Building a culture of
trust and creativity

v

POSCO’s “People” policy so far was has been
inward-looking but going forward, POSCO
will a) heed voices of all stakeholders, both
internal and external, empathize with
awareness of issues and earn trust and b)
generate creative ideas that bring economic
and social values in line with one another, by
thinking outside the box.

Compliance with and Support for Global Sustainable
Management Guidelines

POSCO strives to engage in responsible management activities as
a member of society. To this end, POSCO strictly adheres to sus-
tainability policies including internal Code of Ethics, safety and
health policies and human rights policies, and also endeavors to
bring these regulations in line with the global standard. As such,
POSCO upholds and endorses globally recognized sustainable
management standards such as the UN Global Compact, OECD
Guidelines for Multinational Enterprises and ISO 26000. Further-
more, on grounds of the Code of Ethics and aforementioned inter-
national standards, POSCO prohibits child labor and forced labor
at all of its worksites around the world and endorses interna-
tional norms on human rights including the Universal Declaration
of Human Rights and the UN Guiding Principles on Business and
Human Rights.

* UN Global Compact The 10 principles of the United Nations
Global Compact (joined in May 2012)

* The OECD Guidelines for Multinational Enterprises

* The Universal Declaration of Human Rights and United Nations
covenants on human rights

+ ISO 26000(Guidance on social responsibility)
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Linking the Corporate Citizenship Vision with UN SDGs

UN SDGs are a promise of the global community that all members of the world must keep for sustainable development and growth. POSCO
isin full support of the SDGs and intends to join the effort in resolving social issues faced by the global community. In linkage with our man-

agement philosophy of corporate citizenship, activities that can contribute to achieving the SDGs will be pushed forward.

Category

Business
With
POSCO

Society
With
POSCO

Focus

Raising business
competitiveness

Boosting environ-
mental investment
and management

Contributing to
GHG reduction

Operating shared
growth programs
with partners

Joining efforts
to resolve social
issues

Fostering venture
start-ups

Realizing safe
worksite

Improving the

Main activities

-Expand sales of premium steel products and reinforce response to
protectionism (secure competitiveness in the global infrastructure business)
-Trading: Pioneer new steel markets, secure LNG trading capacity

- Construction: Internalize smart construction and focus on core products and
nations

-Energy: Upgrade our purchasing strategy through directimports of LNG, etc.

-New growth business: Raise competitiveness in secondary cell materials and
maximize integrated synergetic effect

- Cut fine dust emissions by 35% by 2022
- Invest KRW 1.07 trillion in environmental management by 2021

-Social GHG reduction as a result of supplying high-efficiency
steel materials

-Program on closing the wage gap: Pay incentives to oustanding
partners, improve treatment of partner company employees

- Support for tackling low fertility: Improve childbirth/childcare environment of
local communities through shared daycare centers at the workplace

- Resolve youth unemployment: Venture start-up support program to create
jobs, youth employment and youth support programs

- Creating self-sufficient venture valleys in Pohang and Gwangyang regions

- Zero severe disaster, zero major industrial accident

-Entrench the 52-hour work week: Operate flexible working system,

Sustainable
Development Goals

DECENTWORK D
ECONDWCGRONTH

o
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ECNOMCGRONTH
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way we work improve the way we work, etc. ﬁ/i
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balance -POSCO Lifecycle childbirth encouragement scheme f/
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Materiality Analysis

In order to derive material topics that impact sustainable manage- Materiality Analysis Characteristics

ment, POSCO conducts a materiality analysis each year taking into -
account areas of interest among stakeholders and level of busi-

. . . Case examples pertaining to Reflecting
ness impact. In 2018, a total of 10 material topics were selected matters of material topics stakeholder opinions
from materiality analysis on 25 topics. POSCO will communicate
to stakeholders the sustainable management performances and Main inquiries from stakeholders

By interviewing internal and
external stakeholders, we
endeavored to reflect their

opinions.

and issues they are curious about
areincorporated into our Case

Report. Report, in an effort to provide

detailed information

efforts under the derived topics through the Corporate Citizenship

Materiality Analysis Process and 2018 Implementation Procedure

- Based on topics from the 2017 report, we defined and integrated topics by applying trends in sustainable
management and changes in international guidelines.

- We conducted materiality analysis after finalizing a total of 25 sustainable management topics in the economic,
environmental and social areas surrounding POSCO.

© Analysis of Korean and international media @ Industry research
P © Global guideline analysis (GRI Standard, ISO 26000, SDGs, etc.)

O External survey

Evaluation of
stakeholder interest

© Management meeting agenda @ CEO messages and other relevant documents

Business impact | 4
© PR highlights
STEP 3 - To derive material topics, we developed a matrix based on stakeholder interests and business impact
Materiality analysis - We derived material topics where stakeholder interests and business impact are high

- We collected opinions of internal and external stakeholders and determined the format of our report on sustainable
management activities and performances regarding material and sub-level issues

STEP 4 Heads and working-level staff of departments that engage in work on sustainable

Determination of Internal P management including Corporate Citizenship Strategy Group, Management Planning

reporting format

sl cinlete Group, IR Group, Mutual Growth Group, Social Contribution Group, etc.

External stakeholders P Keyissues of external stakeholder interest in each area were reported

STEP5

Validity examination - Material topics derived were reported to management and after validity check, 10 material topics were finalized.

Stakeholder - Opinions collected through the report issuance process and verification were compiled to prepare for the corporate
opinions citizenship report next year and preparations were made to confirm internal and external issues and listen to
monitoring stakeholder opinions.

Materiality Analysis Results

Rank Sustainable Management Issue Page Rank Sustainable Management Issue Page
(1] Safety and Health Activities 77~81 O Compliance with Legislations and Global Regulations 108, 113
(2] Environmental Investment and Management 36~37 (7] Improving Organizational Culture 88
(3] Climate Action 42~54 (8] Improving Energy Efficiency 50~51
(4] Supply Chain Risk Management 101~104 (9] Product Eco-Friendliness 38~39
(5] Contribution to Revitalizing Local Economy 74~75 (10} CSR Activities of Partners 66~72
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Stakeholder Engagement Policy

Code of Ethics Practice Guidelines: Contribution to the
Nation and Society

POSCO heeds voices of various stakeholders and incorporates

them into business management. Stakeholder relations are clas-

sified into partner, customer, supplier, local community and share- ) ) .
P PP y On grounds of the Code of Ethics Practice Guidelines, POSCO

holder/investor with tailored communication channels in opera- ) ) o )
endeavors to contribute to nations and societies that host its

tion for each group of stakeholders.

Category  Main Issues

Customer

Employee

Partners/
suppliers

Local
community

Shareholder
/investor

- Raising customer

satisfaction

- Work-life balance
- Raising employee

satisfaction

- Securing top talents
- Fair evaluation of

performance

- Talent development

- Fair trade
- Mutual growth
- Securing stable

suppliers

- Quality enhancement

- CSR activities in local

communities

- Capacity building for

local communities

- Developing local talent

-Share price
- Stable governance
- Business management

performance

Communication Channels

- CRM system

. - Customer satisfaction survey

-Joint research (EVI: Early
Vendor Involvement)

i - Thank You Night for

Customers

- Labor-Management Council/
labor unions
-Young Board
- Employee satisfaction survey
-POSCO Today

i - Operational meeting

- SRM system

i - Mutual Growth Council

- Information exchange semi-
nars with suppliers

© - Roundtables with POSCO

Honored Partners (PHP)
- Information exchange
meetings with partners

- External cooperation sections
in Pohang and Gwangyang

- Exchanges with NGOs

- Environmental Improvement
Council (Pohang/Gwangyang)

- CEO Forum (annual)

- IR Sessions (quarterly)

- Disclosure (website)

- Face to Face Meeting (any
time as needed)

. - Regular consultations on

creditrating

Worksites and Projects in Need of Local Community

Consultations

worksites by fulfilling its responsibilities and duties as a corporate
citizen.

Contribution to Nations and Societies

We contribute to national and social development by fulfilling the
roles and duties as a global corporate citizen.

@ Roles and Attitude as a Corporate Citizen

- We will respectlocal legislations and regulations as well as local
culture and tradition, and endeavor for mutual development with
the nation and society.

+ We will engage and communicate with stakeholders in the process
of performing management activities that are relevant to the nation
and society.

- We will encourage business partners to participate in activities for
national and social development.

@ Contribution to National and Social Development

+ We will fulfill our duties in the local community by creating and
maintaining stable jobs and paying taxes faithfully.

+ We will actively participate in social service activities such as volun-
teer work and disaster relief and launch public service activities in
various fields including culture, arts, sports and academics.

+ We will provide support for residents to improve their quality of life
and pursuit of happinessin life.

Local Community Consultation Policy

+ When engaging in local community consultation, confirm the
communities and stakeholders in the worksite area that can be
affected.

- Establish a participation plan on items to be discussed with
stakeholders.

- During stakeholder consultation, provide information on
impacted local communities.

+ Support communities so that those impacted can express their
views on the risks of operations and projects, safeguarding cul-
tural heritage, other environmental and social impact and miti-
gation measures.

- Operate a grievance handling process for impacted communi-

Category FY2018 ) ) ) )
ties thatincludes mechanisms to safeguard cultural heritage.
Worksites in need of local community consultations 0 . -
* Report to impacted communities and stakeholders on relevant
Worksites with ongoing local community consultations 0

information.
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Relocation Programs

There was no project that required physical or economic resettle-
ment of a local community in the past decade.

Indigenous Peoples and Safeguarding Culture

POSCO strives to safeguard the culture of indigenous peoples
and local communities on grounds of the Code of Ethics Practice
Guidelines.

Category Code of Ethics Practice Guidelines

Confirm impacted
indigenous people

+ We will engage and communicate with
stakeholders in the process of performing
management activities that are relevant to the
nation and society.

Local community’s
understanding of
indigenous people
participation

+ We will respect local legislations and the
regulations as well as local culture and tradition,
and endeavor for mutual development with the
nation and society.

Principle of
participation of
indigenous people

+ We will engage and communicate with
stakeholders in the process of performing
management activities that are relevant to the
nation and society.

Provision of + We will communicate with relevant stakeholders
information and time  regarding activities related to human rights and
for decision-making  results thereof.

Efforts to safequard
and conserve
cultural heritage
from reverse impact
of local activities

+ We will respect local legislations and the
regulations as well as local culture and tradition,
and endeavor for mutual development with the
nation and society.

+ We will actively participate in social service
activities such as volunteer work and disaster
relief and launch public service activities in
various fields including culture, arts, sports and
academics.

Grievance handling
procedure

+ We will endeavor to collect opinions and resolve
issues if human rights violation is suffered by
the local community due to our management
activities.

Audit and evaluation - If needed, we may conduct due diligence on
on relocation/ management activities that violate human rights
settlement or cause complaints.

+ Inthe case evaluation results show the company's
business operations have caused violation of
human rights or discontent, the company will seek
reasonable solutions.

+ We will communicate with relevant stakeholders
regarding activities related to human rights and
results thereof.

*Code of Ethics Practice Guidelines are available on POSCO website
http://www.posco.co.kr/homepage/docs/kor6/jsp/ethics/newEthics_main.jsp

Local Employment

On grounds of the Code of Ethics Practice Guidelines, POSCO
endeavors to fulfill its duties in the local community by creating
and maintaining stable jobs and paying taxes faithfully. POSCO
steelworks are located in Pohang and Gwangyang, creating sta-
ble jobs in the local communities. In order to protect and respect
human rights, equal employment opportunities are provided to
those equipped with the right qualifications and skills.

Code of Ethics Practice Guidelines on Local Hiring

+ Contribution to nation and society: 2. Contribution to national and
social development
- We will fulfill our duties in the local community by creating and
maintaining stable jobs and paying taxes faithfully.

* Protecting and Respecting Human Rights: 4. Respect and Equality
- Equal employment opportunities are provided to those
equipped with the right qualifications and skills

Employment Training for Local Communities

POSCO provides training for local job seekers and aspiring entre-
preneurs in the communities that host our worksites.

Employment Training for Local Communities

Training on establishing
social enterprises and
start-ups and finding jobs
provided in the community
that hosts our Steelworksin
Indonesia

*For more details please refer to
page 61, “Social Enterprise in
Indonesia”

Three new courses are up
and running on finding jobs
and starting businesses for

local job seekers and
aspiring entrepreneurs

(around 1,100 trainees per

year)

*For more details please refer to
page 75, “Youth Employment &
Start-Up Support”
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Tax Policy

Managing Tax Risk

As a corporate citizen, POSCO has a tax policy that places the
highest priority on compliance with tax legislation in all busi-
ness activities, faithful filing and payment of taxes, contribu-
tion to government finance and social contribution through tax
policy advancement. To this end, POSCO strives to prevent tax
issues preemptively through ex-ante response and management,
enabled by continuous review and improvement of systems. Fur-
thermore, POSCO assesses various aspects of tax risks and gives

legislative compliance top priority in risk management.

Tax Risk Management Activities

To ensure compliance with legislations in all transactions, POSCO
set up a decision-making system founded on careful assessment
and review of tax risks. In addition, POSCO meets all tax return
filing and payment deadlines and archives adequate supporting
documentation on all transactions. Furthermore, POSCO makes
utmost efforts to maintain transparent relations with tax authori-
ties and to respond swiftly and accurately to their request for data.
In particular, POSCO maintains fair price for its domestic trans-
actions with third parties and special concerned parties in accor-
dance with relevant legislation. POSCO also endeavors to prevent
international taxation risks by ensuring fair transfer price for inter-
national transactions.

Tax Policy

As a corporate citizen, POSCO abides by legislations of nations
where it does business, faithfully fulfills its tax duties and refrains
from transferring income to tax havens or other low-tax nations
in a bid to avoid taxes. POSCO also maintains honest and open
relations with tax authorities and submits relevant factual data
and legitimate supporting materials upon request.

Sl N
N

As a company that is actively doing business around the world,
POSCO is aware of differences in tax legislations among nations
and is thereby able to prevent tax risks. POSCO also carries out
all transactions within the scope allowed by tax legislations. In
particular, taxable value created locally is prohibited from being
transferred to low-tax nations or tax havens.

[lel All POSCO subsidiary employees in charge of tax affairs comply
with tax legislations of each nation in accordance with POSCO's
tax policy and perform their work under the principle of main-
taining transparent relations with tax authorities.

[0/l POSCO pays legitimate taxes but fights unreasonable taxation
by taking legal action, including appealing to the tax tribunal
and filing administrative litigation. POSCO also utilizes funds
accrued from legal tax-saving to share the result of growth with
the society.

Assessing Tax Risk

In all of its transactions of goods and services, M&A, restructur-
ing, international transactions, pursuit of new businesses and
changes in transactional structure, POSCO makes efforts to pre-
vent any and all tax risk. As such, when business decisions need
to be made, POSCO's tax organization collaborates with outside
experts to carefully review tax risks. Relevant departments com-
prehensively consider the results of the tax risk review together
with various other factors and reach a final decision. In assessing
tax risks regarding business activities, POSCO focuses on the fol-
lowing major items.

Tax Risk Assessment Process

Review of relevant domesti
and taxati

international legislations

Response measures in case of risk

Profit and cost scenarios based on possible measures

Review of funds accruable by saving taxes legally (taxation improvement)

Contributing to Local Communities through
Tax Management

As a corporate citizen, POSCO makes various contributions to the
economic development of local communities. POSCO fulfills its
role as a major tax payer and investor in various nations and also
strives to create jobs. Furthermore, POSCO boosts the local econ-
omy by using locally produced products and engaging the local
workforce to the maximum extent possible. POSCO also drives
local development by generating tax revenue with the payment of
corporate tax, value-added tax, withholding tax, local income tax,
acquisition tax, etc.
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Corporate Tax Payment (Unit: 100 million KRW)
Category Sales Revenue Operating Profit Paid Corporate Tax
Korea 416,719 47,683 (9,425)
Japan 20,841 274 (144)
China 69,453 721 (276)
Indonesia 15,921 2,037 (105)
Asia (Others) 73,125 1,706 (458)
North America 18,345 1,684 (866)
Europe 20,005 289 (45)
Other regions 15,369 1,032 (79)
Total 649,778 55,426 (11,398)

*Compiled based on consolidated financial statement

(Unit: 100 million KRW, %)

Category 2017 2018 Average (note)
Profit before tax 33,547 22,349
Nominal tax 8,091 11,623
Nominal tax rate 24.1% 52.0% 35.27%
Effective tax 4,840 6,890
Effective tax rate 14.4% 30.8% 20.99%

(Unit: 100 million KRW)

Reason FY 2017 FY 2018 Explanation
Nominal 3,251 4,733 Difference in tax amount paid and accounting cost
vs. effective tax amount
Difference in attributable period 748 3,642 Difference in corporate tax payment due date
- Corporate tax payment: March of following year -2018: Paid in August 2018, March 2019
Temporary difference 2,773 79 Difference to be temporarily added or subtracted
- Items recognized as deferred corporate tax - Increase or decrease in deferred corporate tax liabilities and
- Increase in corporate tax rate assets
(24.2% — 27.5%)
Tax credit A13 119 Tax credit based on Corporate Tax Act and Restriction of Spe-
- Tax credit and loss carried forward cial Taxation Act
Additional corporate tax paid A\285 842 Impact of tax audit

- Differing views between tax authorities and POSCO

Other differences 28 51 Difference in settlement of accounts, tax return, etc.
- Difference in final tax return, etc.
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Main Performance Data
Economic Data
Summary of Consolidated Statement of Income (Unit: million KRW)
Category 2016 2017 2018
Revenue 53,083,513 60,655,100 64,977,777
Cost of sales 46,393,962 52,299,189 57,005,396
Gross profit 6,689,551 8,355,911 7,972,381
Selling and administrative expenses 3,845,226 3,734,077 2,429,781
Operating profit 2,844,325 4,621,834 5,542,600
Share of profit(loss) of equity-accounted investees, net (88,677) 10,540 112,635
Finance income and costs (782,210) (111,610) (538,446)
Other non-operating income and expenses (540,584) (341,072) (1,553,968)
Profit before income tax 1,432,853 4,179,692 3,562,821
Income tax expense 384,685 1,206,223 1,670,757
Profit (loss) 1,048,169 2,973,469 1,892,064
Separate Statement of Income (Unit: million KRW)
Category 2016 2017 2018
Revenue 24,324,933 28,553,815 30,659,425
Cost of sales 19,903,596 23,832,803 25,728,293
Gross profit 4,421,337 4,721,011 4,931,132
Selling and administrative expenses 1,786,000 1,818,558 1,121,756
Operating profit 2,635,337 2,902,453 3,809,376
Finance income and costs (126,031) 476,485 171,614
Other non-operating income and expenses (319,973) (24,196) (1,746,091)
Profit before income tax 2,189,334 3,354,741 2,234,899
Income tax expense 404,288 809,056 1,162,307
Profit (loss) 1,785,046 2,545,685 1,072,592
Production Performance (Unit: 1,000 Tons)
Category 2016 2017 2018
Crude steel production Consolidated 42,199 42,193 42,867
POSCO 37,496 37,206 37,738
Product production Consolidated” 45,764 45,781 48,634
POSCO 35,940 35,210 35,989

1) Product production is total production by major associates. Internal transactions between affiliates are not offset in this number.
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Evaluating Mid-to-Long Term Performance for
Remuneration of High-Ranking Executives

As per the Director Remuneration Criteria, bonus salary can be
paid as short-term bonus based on a fiscal year business perfor-
mance evaluation, and long-term incentive can be paid as long-
term bonus based on a three-year, long-term business perfor-
mance evaluation. As of 2018, Representative Director and CEO
Choi, Jeong-woo receives a three-year evaluation on quantitative
items including stock price fluctuation rate versus KOSPI and com-
petitors, ROE and debt/EBITDA fluctuation rate as well as qualita-
tive items in terms of efforts made in investment, technology and
talent areas to raise long-term competitiveness. Mr. Choi receives
a deferred long-term incentive for three years after the comple-
tion of the evaluation (KRW 284 million). POSCO did not postpone
payment of any short-term remuneration for the CEO or manage-
mentin 2018.

CEO-to-Employee Compensation Ratio

Board of Directors - Period of Service (As of May 2019)

Category Name Period of service (months)
Outside directors Shin-Bae Kim 26
Byong-Won Bahk 50

Joo-Hyun Kim 50

Moon-Ki Chung 26

Seung-Wha Chang 26

Sung-Jin Kim 14

Heui-Jae Park 2

Inside directors Jeong-Woo Choi 10
In-Hwa Chang 26

Jung-Son Chon 14

Hag-Dong Kim 2

Tak Jeong 2

Average 20.6 months

Stocks Owned by the CEO and Inside Directors"

CEO remuneration
(million KRW)

1,822 98 18.6

Average employee Ratio”
remuneration (million KRW)

1) Percentage calculated by dividing CEO remuneration by average remuneration
of employees (CEO remuneration/average of employee remuneration)

Contributions for Membership Associations (unit: thousand KRw)

Category Number of stocks owned  Stock-to-annual salary ratio
CEO 9N 0.46%
Inside directors 5372 0.27%

1)As of December 31, 2018

2)Value of owned stocks, based on the closing price on December 28, 2018 (243,000
KRW), is divided by basic salary (4.78 million KRW)

3)Registered directors excluding the CEO own an average of 537 shares

4)Value of average stocks (243,000 KRW) owned by registered directors is divided by

average basic salary (4.77 million KRW)

Major Groups for Contribution (Unit: thousand KRW)

Category 2015 2016 2017 2018
9,283,080 6,405,343 6,693,557

Amount 8,680,820

Political donations

(Unit: KRW)
Category 2016 2017 2018
Amount 0 0 0

*In accordance with the Political Funds Act of the Republic of Korea and POSCO Code
of Ethics, using POSCO assets and budgets for political donations or sponsorships
is strictly prohibited. In 2018, there was no expense by POSCO on donation to lob-
bying, representation of interests or political party/candidate/political campaigns.

Category Fees paidin 2018
Korea Iron & Steel Association (KOSA) 2,639,799
World Steel Association 969,048
KOSA Steel Structures Center 422,000
KOSA STS Club 415,385
Korea Employers Federation 256,000
Energy and Mineral Resources Development 55,000

Association of Korea
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KPI Unit Goal  TargetYear Definition of indicators and calculation method Information
Accident % 0 2019 - Definition: Number of Accident victioms out of - POSCO places the highest priority on safety in business man-
Rate" total number of employees agement and strives to build one of the best safety cultures
- Calculation: Accident Rate = (No. of accident inthe world.
victims / No. of workers) x 100 With the goal of 0 accident rate in 2019 as its safety KPI,
POSCO is making efforts to make worksites safe.
Win-win Grade Best 2019 - Definition: Mutual growth of large conglomer- - The KCCPis a private non-profit organization established with
Index? grade ates and SMEs as evaluated by the Korea Com- the purpose of mutual growth cooperation between large
mission for Corporate Partnership (KCCP) companies and SMEs. The KCCP evaluates and announces the
- Calculation: Grades announced by the KCCP level of efforts made by large companies each year.
annually. Best, outstanding, good, ordinary, - POSCO provides technological and financial support as well as
poor training for SMEs to bolster their competitiveness and contin-
ues to push forward activities to create an industrial ecosystem
based on a virtuous cycle of economic and social values.
Satisfac Points 4.5 2019 - Definition: Employment, start-up, Al and Big - POSCO not only provides free programs to substantively sup-
tion Level (out of 5) Data training satisfaction port youth employment and entrepreneurship but offers
of Employ- - Calculation: Average level of satisfaction of three  outstanding trainees opportunities to join POSCO GROUP, do
ment and training courses research internship at POSTECH or start their own business.
Start-up -Employment camp, Al and Big Data training, - The trainings are on essential capacities required for actual
Training Start-up school corporate work, starting business and the 4th Industrial Rev-
olution.
1) Serious accident rate in the past three years : 0.06 in 2016, 0.02 in 2017, 0.04 in 2018
2) Win-win index record in the past three years : Best in 2016, outstanding in 2017, best in 2018
*Coverage : All POSCO worksites in Korea
Domestic and Overseas Awards
Category Date Award
Domestic 2018.12.10 Grand Prix, 2018 Republic of Korea Win-Win Growth Award (KCCP)
2018.11.29 MOTIE Award, CSR Film Festival of the Republic of Korea
2018.11.28 Korea Standards Association Award, The 6™ Republic of Korea Government Award for Loved Companies
2018.11.16 MOTIE Award in Energy Category, 2018 Republic of Korea Climate Management Award
2018.8.28 IR52 Jang Young Sil Award for Energy-Saving Air Drying System with Phase Change Material
2018.7.11 Corporate Implementation Award, Association for Supporting the SDGs for the UN
Overseas ~ 2018.6.27 World's Most Competitive Steelmaker for 9" consecutive year, WSD (World Steel Dynamics)
2018.9.7 Selected into DJSI Asia-Pacific Index for 10" consecutive year
2018.5.17 Global Metal Awards “Steel Industry Leadership” “Metal Company of the Year”
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Integrated ESG Performance

Category Evaluated Items Unit 2016 2017 2018
R&D? R&D expenditure million KRW 482,150 520,382 582,625
R&D expenditure to sales ratio % 0.92 0.87 0.90
Total Number of people 26,815 28,975 29,184
Full-time workers Number of people 26,261 27,824 28,073
Contract workers Number of people 554 1,151 1.1M
Employee Ratio of contract workers % 21 4.0 3.8
Women workers Number of people 1,750 1,892 1,870
Ratio of women workers % 6.5 6.5 6.4
Total number of women executives Number of people 1 2 4
Workers with disabilities Number of people 640 645 649
Ratio of workers with disabilities® % 1.7 1.8 1.8
Training hours per capita® hours 77 vl 61
Training expenses per capita thousand KRW 1,010 1,091 1,023
Employee satisfaction® points 72.0 719 69.0
Continuous service? years 12.9 13.7 13.8
Turnover rate % 5.1 2.5 34
Rate of return from childcare leave® % 74.0 774 974
Safety Operations halt frequency rate Per million hours 03 03 04
Number of accident victims Number of people 63 54 60
Social Volunteering hours per capita hours 28.6 27.8 241
contribution Social contribution expenditure million KRW 47,406 96,017 56,702
Energy consumption T 484,300 471,404 489,745
Energy GHG emissions Scope 1 (direct) 1,000 tCOze 81,346 81,403 83,701
GHG emissions Scope 2 (indirect) 1,000 tCOze 3,719 3,250 3,111
Water consumption 1,000 ton 160,866 190,608 167,734
Recycled water 1,000 ton 48,715 52,628 56,584
Environment Generated waste 1,000 ton 11,955 11,670 12,464
Disposed waste 1,000 ton 735 631 863
Recycled waste 1,000 ton 11,221 10,937 11,602
Amount of green purchasing® million KRW 105,567 143,867 156,441

1) The integrated ESG performance index applies to: POSCO, POSCO INTERNATIONAL, POSCO E&C, POSCO ENERGY, POSCO CHEMICAL, POSCO ICT, POSCO M-TECH and POSCO C&C.

2) R&D expenditure was prepared based on a POSCO consolidated basis.

3) Ratio of disabled workers, employee satisfaction, years of continuous service, rate of return from childcare leave are affiliate averages

4)Based on POSCO separate basis.

* Parameters related to the number of employees including rates per capita, turnover rate, and ratio of contract workers are based on disclosure in the business report.
However, the number of employees for POSCO E&C excludes contract workers employed on-site.

* Employee satisfaction, volunteer hours per capita and social contribution expenses differ from the 2017 report as internal management standards have changed.

* Rate of contract workers, energy and environment data have been partially corrected from the 2017 report to rectify errors.
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Material Issues*

APPENDIX

Category

Material Issue 1

Material Issue 2

Material Issue 3

Title

Safety and Health Activities

Environmental Investment and Management

Climate Action

Sub-categories

Occupational health & safety

Environmental management

Climate strategy

Reason for
selection

+ POSCO operates multiple worksites around
the world, including Pohang and Gwang-
yang Works. In addition, employees of
various partners work alongside our own
employees. Any large accident on the pro-
duction site constitutes materiality, as it not
only harms people but incurs serious man-
agement losses.

+ Air pollutants have grave impact on on-site
employees of POSCO and partners in terms
of health and working environment as well
as local residents in terms of health and
quality of life. In particular, a Special Act on
Fine Dust was announced in Korea, reflect-
ing the growing social interest and concern
towards air pollution.

+ Climate change is a pan-global issue. The
rise in sea level, extreme weather events
and other phenomena have material impact
on human life and socio-structural change.
POSCO is aware that climate action and
carbon management activities present sig-
nificant risk, but at the same time present
strategic opportunities to enhance our cor-
porate competitiveness.

Business Impact

Risk

Risk

Risk

Response plan

+ Celebrating its 50th anniversary, POSCO
declared the core value in April 2018, with
safety as its top priority. To boost respon-
sibility in the area of safety, POSCO estab-
lished the Safety Strategy Bureau under the
Production Division. At the two Steelworks,
Safety and Disaster Prevention Group over-
sees safety activity planning all the down
way to execution.

+ To operate all safety and health manage-
ment activities in an autonomous and sys-
tematic manner, we received KOSHA 18001
and OHSAS 18001 certifications for our
safety and health management system
(April 2017-March 2019)

+To guarantee the safety of everyone who
works at POSCO, we provided safety training
to 28,866 POSCO and partner employees.
Moreover, in order to prevent all accidents,
POSCOis making utmostefforttoimplement
safe worksites by spreading “Smart Safety,”
which combines IoT and Big Data.

+ In order to minimize emissions of air pollut-
ants, POSCO plans to invest 1.07 trillion KRW
by 2021 - selective catalytic reduction facil-
ities will be expanded mitigate Nox and six
of our old off-gas power generation facili-
ties will be replaced with state-of-the-art
facilities. To reduce scattering dust, POSCO
plans to install more on-premise storage
facilities including silos, which are enclosed
structures. Through these efforts. POSCO
expects to reduce around 35 percent of air
pollutant emissions by 2022.

+ Prior to the announcement of the Special Act
on Fine Dust, POSCO signed an Agreement
on Joint Response for Fine Dust Mitigation
with the Ministry of Environment in January
2019.1In February, we signed the Agreement
with Gyeongsangbuk-do and Daegu City.
Furthermore, POSCO plans to lead the way
in mitigating fine dust emissions by improv-
ing environmental facility performance and
developing technologies for process inno-
vation.

+1In 2010, POSCO publicly declared the 2020
POSCO GHG Reduction Goal, under which
POSCO plans to reduce GHG emissions per
ton of crude steel from steelworks from 2.18
tCO2/t-S in 2010 to 2.0. In line with the gov-
ernment’s 2030 GHG Reduction Roadmap
revised in 2018, POSCO will establish its own
2030 reduction goals.

+ With the launch of GHG emissions trad-
ing system in 2015, POSCO built a carbon
accounting system that predicts the supply
and demand of carbon credits and incor-
porates carbon credit costs. POSCO also
established a system to support verification
of emitted amounts, raising transparency
and reliability of verification. By producing
automotive HSS that boosts fuel efficiency,
utilizing GBFS to replace cement material
and more, POSCO has contributed to reduc
ing social GHG by 14.62 million tons in 2018.

Long-Term Goal

Zero percent accident rate, zero victims of
serious accidents

+ Air pollutant intensity reduction (1.24)
Air pollutant intensity: Z(dust + SOx + NOx
emissions) / crude steel production (T-S)

+ CO2 emissions intensity 2.0tCO2/t-S

Target Year

2019

2024

2020

Executive KPI

Incorporate into evaluation of Head of Steel
Business Unit

Incorporate into evaluation of Deputy Head of Incorporate into evaluation of Head of

Steelworks for Safety and Environment

Technology Strategy Office

Relevant Report

POSCO Corporate Citizenship Report p.77~81 POSCO Corporate Citizenship Report p.26~37 POSCO Corporate Citizenship Report p.42~44

*Material issues are selected by PWC through level of interest evaluation, materiality evaluation, validity testing, etc. (POSCO Corporate Citizenship Report p.110)
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Emerging Risks

Category Emerging Risk 1 Emerging Risk 2
Risk Definition We are subject to environmental regulations, and our operations could Further increases in, or new impositions of, anti-dumping, safe-
expose us to substantial liabilities. guard or countervailing duty proceedings may have an adverse
impact on our export sales.
Potential + We are subject to national and local environmental laws and regu- * As a steel producer with global sales and operations, we are

Business impact

lations, including increasing pressure to reduce emission of carbon
dioxide relating to our manufacturing process.

+And our steel manufacturing and construction operations could
expose us to risk of substantial liability relating to environmental or
health and safety issues, such as those resulting from discharge of
pollutants and carbon dioxide into the environment, the handling,
storage and disposal of solid or hazardous materials or wastes and
the investigation and remediation of contaminated sites.

+ We may be responsible for the investigation and remediation of envi-
ronmental conditions at currently and formerly operated manufac-
turing or construction sites.

Mitigating actions

+ POSCO plans to invest KRW 1.70 trillion by 2021 to minimize air pollut-
ant emissions. To reduce Nox, selective catalytic reduction facilities
will be expanded and replaced with the latest facilities after the clo-
sure of six old gas generating facilities. In addition, we plan to install
an indoor storage facility such as a silo, which is an enclosed struc
ture, to reduce scattered dust. Through these efforts, we expect to
reduce air pollutant emissions by 35% by 2022.

Related reports

Form 20-F p.15, POSCO Corporate Citizenship Report p.36

involved in trade remedy proceedings in markets worldwide,
including in the United States.

+ We proactively participate in and plan for such proceedings to
minimize any adverse effects and associated risks. The increase
in the number of trade regulatory cases and the growing voice
of governments to strengthen protection trade are expected to
have a negative impact on our business.

+ We continue to carefully monitor developments with respect to
trade remedy policy in all markets in which we participate and,
where necessary, vigorously defend our rights through litigation
before tribunals such as the U.S. Court of International Trade.

+ To cope with protectionism, POSCO is striving to enhance the
quality of its steel products, strengthen countermeasure capa-
bilities, and develop technologies to secure cost competitive-
ness. We are expanding sales of premium products to enhance
the quality of steel products. The overseas steel business, which
isvulnerable to changes in the international financial market and
trading environment, is preparing preemptive countermeasures
such as strengthening local trade cooperation and reducing for-
eign exchange risk. Internally, in order to secure cost compet-
itiveness, we are developing technology to reduce costs and
building a smart / eco-friendly production system.

Form 20-F p.13, POSCO Corporate Citizenship Report p.9
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Independent Assurance Report

To the management of POSCO

We have been engaged by POSCO (the “Company”) to perform an
independent assurance engagement in regard to the following
aspects of Corporate Citizenship Report 2018 (the “Report”).

Scope and subject matter

The information for the year ended December 31, 2018 (hereinafter,
collectively referred to as the “Sustainability information”) on which
we provide limited assurance consists of:

+ The Company'’s conclusion on meeting the principles of Inclusiv-
ity, Materiality and Responsiveness in the AA1000 AccountAbility
Principles

+ The non-financial information, stated in “GRI (Global Reporting
Initiative) Standard Index (the pages 124- through 129)" as subject
to an external assurance (the “Sustainability Data") is prepared
based on the reporting principles set out on GRI Standard with
Core option

We read the other information included in the Report and consid-
ered whether it was consistent with the Sustainability Information.
We considered the implications for our report in the case that we
became aware of any apparent misstatements or material inconsis-
tencies with the Sustainability Information. Our responsibilities do
not extend to any other information.

Assurance work performed

We conducted our engagement in accordance with ISAE 30007 and
AAT000AS?

The term ‘moderate assurance’ used in AAT000AS (2008) is
designed to be consistent with ‘limited assurance’ as articulated
in ISAE 3000. Our assurance is a Type I assurance engagement as
defined in the AAT000AS (2008).

1) International Standard on Assurance Engagements 3000 - ‘Assurance Engagements
other than Audits or Reviews of Historical Financial Information’ issued by Interna-
tional Auditing and Assurance Standards Board

2)AA1000 Assurance Standard(2008), issued by AccountAbility
Our work involved the following activities:

1. Interviews with the personnel responsible for internal reporting
and data collection to discuss their approaches to stakeholder
inclusivity, materiality and responsiveness

2. Visits to the Company's headquarter in Pohang, Pohang Works,
Seoul office and 7 POSCO subsidiaries’ headquarters to under-
stand the systems and processes in place for managing and
reporting the Sustainability Data

3. Review of samples of internal documents relevant to output from
the risk assessment process, sustainability-related policies and
standards, the sustainability materiality assessment matrix and
other documents from stakeholder-engaged activities

ACTIVITIES & PERFORMANCE - Business With POSCO - Society With POSCO - People With POSCO
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4. Evaluating the design and implementation of key processes and
controls for managing and reporting the Sustainability Data

5. Limited testing, through inquiry and analytical review proce-
dures, of the preparation and collation of the Sustainability Data

Respective responsibilities of the management of the Com-
pany and Samil PricewaterhouseCoopers

The management of the Company is responsible for establishing
reporting principles that meet the principles of Inclusivity, Material-
ity and Responsiveness in the AAT000APS, measuring performance
based on the reporting principles, and reporting this performance
inthe Report.

Our responsibility is to provide a conclusion based on our assurance
procedures in accordance with ISAE 3000 and AAT000AS.

This report, including the conclusion, has been prepared for the
management of the Company as a body, to assist the manage-
ment in reporting on the Company’s sustainability performance
and activities. We do not accept or assume responsibility to any-
one other than the management of the Company as a body and the
Company for our work or this report save where terms are expressly
agreed and with our prior consent in writing.

Inherent limitations

Non-financial performance information is subject to more inher-
ent limitations than financial information, given the characteristics
of the subject matter and the methods used for determining such
information. Qualitative interpretations of relevance, materiality
and the accuracy of data are subject to individual assumptions and
judgments.

Alimited assurance engagement is less in scope than a reasonable
assurance engagement under ISAE 3000. Consequently, the nature,
timing and extent of procedures for gathering sufficient, appropri-
ate evidence are deliberately limited relative to a reasonable assur-
ance engagement.

In particular:

- We did not attend any stakeholder-engaged activities. Therefore
our conclusion is based on our discussions with the management
and the staff of the Company, and our review of sampled docu-
ments provided to us by the Company.

+ The scope of our work was restricted to 2018 performance only, as
setoutin the scope and subject matter section above. Information
related to the year ended December 31, 2017 and earlier periods
have not been subject to assurance by us.
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Conclusion
Based on the results of the assurance work performed, our conclu-

sionis as follows
+ On the AATO00APS principles

Inclusivity

- The Company has collected concerns and opinion through stake-
holder communication channels that include those of Custom-
ers, Partners, Stakeholders, Communities and Employees.

-Nothing has come to our attention to suggest that material
stakeholder groups were excluded from these channels.

Materiality

-The Company has identified most relevant and significant sus-
tainability issues through process for identifying material issues.

-Nothing has come to our attention to suggest that material
issues were omitted in this process.

Responsiveness

-The Company has included in the Report its response to the
material sustainability issues which are defined through process
for identifying material issues.

-Nothing has come to our attention to suggest that there were
material deficiencies in the issue management system.

Nothing has come to our attention that causes us to believe that
the Sustainability Data for the year ended December 31, 2018 is
not fairly stated, in all material respects, in accordance with the
Company's internal reporting principles set out on GRI Standard
with Core option.

Recommendations

As a result of our work, we have provided the following recommen-
dations to the management.

+ The company presents corporate citizen as the management phi-
losophy and pursues various corporate civic activities in the cat-
egories of Business, Society, and People. In particular, POSCO's
Corporate Citizenship Committee, established as a top strategic
advisory body, recommends that the company play an important
role in co-developing with the society in the future by continuously
listening to stakeholders' opinions.

+ The company annually compiles and reports the ESG performance
of major affiliates including the company and this year, additional
reporting indicators have been added in response to the demands
of the stakeholders. In the future, it is recommended that the sus-
tainable management performance to be systematically managed
in addition to continuous reporting.

+It is recommended that the company enhance the global sustain-
able management communication capabilities and expand the
scope of the GRI standard, a sustainable management guideline, in
order to provide a coherent report to the stakeholders.

Samil PricewaterhouseCoopers
Jae Heum Park, Partner

\Toehesios Pt

Seoul, Korea
May 29, 2019
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Independent Assurance Report on
Carbon Reporting

To the management of POSCO

We have been engaged by POSCO (the “Company”) to perform an
independent assurance engagement in regard to the following
aspects of Climate Change of Corporate Citizenship Report 2018
(the "Report”) on the pages 42 through 54.

Scope and subject matter

The information for the year ended December 31, 2018 (herein-

after, collectively referred to as the subject matters) on which we

provide limited assurance consists of:

+ Direct (Scope 1) and indirect (Scope 2) CO2 emissions per ton of
crude steel for the year ended December 31, 2018 as described
in table on page 45 and page 47.

+ Social GHG Reduction Effect data and the amount of invest-
ments in energy recycling facilities and process innovation that
were completed in 2018 and investments initiated in 2018 for the
research and development projects to reduce CO2 emissions on
page 46.

We read the other information included in the Report and consid-
ered whether it was consistent with the subject matters. We con-
sidered the implications for our report in the case that we became
aware of any apparent misstatements or material inconsistencies
with the subject matters. Our responsibilities do not extend to any
other information.

Assurance work performed

We conducted our limited assurance engagement in accordance
with the International Standard on Assurance Engagements 3000
- Assurance Engagements Other than Audits or Reviews of His-
torical Financial Information (“ISAE 3000”) and in respect of direct
(Scope 1) and indirect (Scope 2) CO2 emissions per ton of crude
steel, International Standard on Assurance Engagements 3410 -
Assurance Engagements on Greenhouse Gas Statements (“ISAE
3410") issued by the International Auditing and Assurance Stan-
dard Board.

For the subject matters of limited assurance, our work included
primarily inquiries of Company’s personnel and analytical proce-
dures applied to the subject matters. We planned and performed
our work so as to obtain moderate assurance as to whether the
subject matters are free of material misstatement.

Respective responsibilities of the management of the
Company and Samil PricewaterhouseCoopers

The Company’s management is responsible for the preparation
and fair presentation of the subject matters in accordance with the
criteria set forth in the POSCO GHG Accounting Guidelines and the
POSCO Carbon Reporting Procedures.

Our responsibility is to provide a conclusion on the subject matters
based on our assurance procedures.

This report, including the conclusion, has been prepared for the
management of the Company as a body, to assist the manage-
ment in reporting on the Company's carbon emissions perfor-
mance and activities. We do not accept or assume responsibility
to anyone other than the management of the Company as a body
and the Company for our work or this report save where terms are
expressly agreed and with our prior consent in writing.
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Inherent limitations

Non-financial performance information is subject to more inher-
ent limitations than financial information, given the characteris-
tics of the subject matters and the methods used for determining
such information. The absence of a significant body of established
practice on which to draw allows for the selection of different but
acceptable measurement techniques that can result in materially
different measurements and can impact accuracy and comparabil-
ity. The precision of different measurement techniques may also
vary. Furthermore, the nature and methods used to determine
such information, as well as the measurement criteria and the
precision thereof, may change over time. It is important to read
the subject matters in the context of the POSCO GHG Accounting
Guidelines and the POSCO Carbon Reporting Procedures.

A limited assurance engagement is less in scope than a reason-
able assurance engagement under ISAE 3000. Consequently, the
nature, timing and extent of procedures for gathering sufficient,
appropriate evidence are deliberately limited relative to a reason-
able assurance engagement.

In particular, the conversion of material used to carbon emissions
is based upon, inter alia, information and factors derived by inde-
pendent third parties and our assurance work has not included
examination of the derivation of those factors and other third
party information.

Conclusion

Based on the results of the assurance work performed, our con-

clusion is as follows.

+ Direct (Scope 1) and indirect (Scope 2) CO2 emissions per ton
of crude steel for the year ended December 31, 2018 are fairly
stated, in all material respects, in accordance with the POSCO
GHG Accounting Guidelines.

+ Nothing has come to our attention that causes us to believe that
Social GHG Reduction Effect data for the year ended December
31, 2018, and the amount of investments in energy recycling
facilities and process innovation that were completed in 2018
and investments initiated in 2018 for the research and develop-
ment projects to reduce CO2 emissions are not presented fairly,
in all material respects, in accordance with the POSCO Carbon
Reporting Procedures set out on GRI Standard guidelines with
Core option.

Samil PricewaterhouseCoopers
Jae Heum Park, Partner

\Jeehesnny \%»m/c

Seoul, Korea
May 29, 2019
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GRI Index

GRI Standard Disclosure 1SO 26000 Page / URL Assurance

GRI 101: Foundation 2016

General Disclosures

Organizational Profile

102-1 Name of the organization 6 °
102-2 Activities, brand, products, and services 6 °
102-3 Location of headquarters 6 °
102-4 Location of operations 6 °
102-5  Ownership and legal form 6 °
102-6  Markets served 6 °
GRI102 102-7 Scale of the organization 6,115 °
102-8  Information on employees and other workers 83 °
102-9 Supply chain 104 °
102-10  Significant changes to the organization and its supply chain Form 20-F p10~p21 °
102-1 Precautionary Principle of approach 105~107 °
102-12  Externalinitiatives 108 ~109 °
10213 Membership of associations 116 °

Strategy
GRI102 102-14  Statement from senior decision-maker 47,6.2,74.2 4~5 °

Ethics and Integrity
GRI102 102-16  Values, principles, standards, and norms of behavior 7.75,44,6.6.3 90~93 °

Governance

GRI102 102-18  Governance structure 6.2,74.3 1~14 °

Stakeholder Engagement

102-40  List of stakeholder groups 53 m °
102-41  Collective bargaining agreements 99~100 °
GRI 102 102-42  Identifying and selecting stakeholders 110~112 °
102-43  Approach to stakeholder engagement 110~112 °
102-44  Key topics and concerns raised 110,119 °

Reporting Practice

102-45  Entities included in the consolidated financial statements 753,76.2 Form 20-F p3~p10 °
102-46  Defining report content and topic Boundaries 2 °
102-47  List of material topics 110, 119 °
102-48  Restatements of information 2 °
102-49  Changesin reporting 110 °
GRI102 102-50  Reporting period 2 °
102-51 Date of most recent report 2 °
102-52  Reporting cycle 2 °
102-53  Contact point for questions regarding the report 2 °
102-54  Claims of reporting in accordance with the GRI Standards 2 °
102-55  GRI contentindex 124~129 °
102-56  External assurance 121123 °
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GRI Index

GRI Standard Disclosure 1SO 26000 Page/URL  Assurance

Material Topics_GRI 200 Economic Topics

Economic Performances

GRI103: 103-1  Explanation of the material topic and its Boundary 105~107 °

Management 103-2  The management approach and its components 105~107 °

Approach 2016 103-3  Evaluation of the management approach 105~107 °
201-2  Financial implications and other risks and opportunities due to climate change 42~45 °

ORI 201 :‘ 201-3  Defined benefit plan obligations and other retirement plans 99 °

Economic

Performances 2016 2014 Financial assistance received from government Form 20-F p183, °

p192, p265

[ndirect Economic Impacts

GRI1103: 103-1  Explanation of the material topic and its Boundary 59 °
Management 103-2  The management approach and its components 59 °
Approach 2016 103-3  Evaluation of the management approach 59 °
6.3.9,6.8.1-6.8.2,
203-1 Infrastructure investments and services supported 59~65 o
GRI203: 6.87,6.89
Indirect Economic 6.3.9,6.6.6-6.6.7,
Impacts 2016 203-2  Significant indirect economic impacts 6.7.8,6.8.1-6.8.2, 59~65 °
6.8.5,6.8.7,6.8.9

Anti-Corruption

GRI103: 103-1  Explanation of the material topic and its Boundary 90,93 o
Management 103-2  The management approach and its components 90,93 °
Approach 2016 103-3  Evaluation of the management approach 90,93 °
GRI 205: Anti- 205-2  Communication and training about anti-corruption policies and procedures 6.6.1-6.6.3, 6.6.6 90~94 °
Corruption 2016 205-3  Confirmed incidents of corruption and actions taken 6.6.1-6.6.3 92 °

Anti-Competitive Behavior

GRI103: 103-1  Explanation of the material topic and its Boundary 96 °
Management 103-2  The management approach and its components 96 (]
Approach 2016 103-3  Evaluation of the management approach 96 °
GRI 206: Anti-Com- 206-1 Legal actions for anti-competitive behavior, anti-trust, and monopoly 6.6.1-6.6.2,6.6.5, None °
petitive Behavior 2016 practices 6.6.7

GRI 300 Environmental Topics

GRI103: 103-1  Explanation of the material topic and its Boundary 26~27 °
Management 103-2  The management approach and its components 26~27 °
A h 201
pproach 2016 103-3  Evaluation of the management approach 26~27 °
GRI 301: 301-1  Materials used by weight or volume 6.5.4 48 °
Material 2016 301-2  Recycled input materials used 6.5.4 31,40~41,52 °
103-1  Explanation of the material topic and its Boundary 50 °
GRI03: Manage- 103-2  The management approach and its components 6.5.4 50 °
ment Approach 2016
103-3  Evaluation of the management approach 50 °
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GRI Index
GRI Standard Disclosure 1S0 26000 Page / URL Assurance
GRI'300 Environment
302-1 Energy consumption within the organization 6.5.4 46,47 °
302-2 Energy consumption outside of the organization 6.5.4 46,47 °
GRIZ02: 302-3 Energy intensity 6.5.4 46,47 °
Energy 2016
302-4 Reduction of energy consumption 6.54-5 45~52 °
302-5 Reduction in energy requirements of products and services 6.5.4-5 38~39, 46 °

=
[y}
=
®

GRI103: 103-1 Explanation of the material issue and its boundary 26~27 °
Management 103-2 The management approach and its components 26~27 °
Approach 2016 103-3  Evaluation of the management approach 26~27 °
GRI303: 303-1 Water withdrawal by source 6.5.4 29~30,35 °
Water 2016 303-2 Water sources significantly affected by withdrawal of water 6.5.4 29~30 °
GRI103: 103-1  Explanation of the material issue and its boundary 26~27 °
Management 103-2 The management approach and its components 26~27 °
Approach 2016 103-3  Evaluation of the management approach 26~27 °
304-1 Operational sites owned, leased, managed in, or adjacent to, 6.5.6 34 °
GRI304 protected areas of high biodiversity value outside protected areas
Biodiversity 304-2 Significant impacts of activities, products, and services on biodiversity 656 3 ¢
e 304-3 Habitats protected or restored 6.5.6 34 °
GRI103 103-1  Explanation of the material issue and its boundary 26~27,36~37,42 °
Management 103-2 The management approach and its components 6.5.5 26~27,36~37,42 °
Approach 2016 103-3  Evaluation of the management approach 26~27,36~37,42 °
305-1 Direct(Scope 1) GHG emissions 6.5.5 47 °
305-2 Energy indirect (Scope 2) GHG emissions 6.5.5 47 °
GRI 305: 305-3 Other indirect (Scope 3) GHG emissions 6.5.5 46 °
Emissions 2016 305-4 GHG emissions intensity 6.5.5 45 °
305-5 Reduction of GHG emissions 6.5.5 50~54 °
305-7 Nitrogen oxides (NOx), sulfur oxides (SOx), and other significant air emissions 6.5.3 35 °

Effluents and Waste

GRI103: 103-1  Explanation of the material issue and its boundary 29,40 °
Management 103-2 The management approach and its components 29,40 °
Approach 2016 103-3 Evaluation of the management approach 29,40 °

306-1 Total amount and quality of water discharge by destination 6.5.3-4 35 °
GRI306: 306-2 Total amount of waste by type and disposal method 6.5.3 35 °
Effluents and 306-3 Total amount of significant spills 6.5.3 32 °
Waste 2016 306-4 Total amount of transported hazardous waste 6.53 31~32 °

306-5 Water bodies affected by water discharges and / or runoff 6.5.3 31-32 °
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GRI Index

GRI Standard Disclosure 1S0 26000 Page/URL Assurance

GRI 300 Environment

Environmental Compliance

GRI103: 103-1 Explanation of the material issue and its boundary 26~28 °
Management 103-2 The management approach and its components 26~28 °
Approach 2016 103-3 Evaluation of the management approach 26~28 °

GRI307: Environmen-

) 307-1 Penalties due to non-compliance with environmental laws and/or regulations 4.6 None o
tal Compliance 2016

Supplier Environmental Assessment

GRI1103: 103-1 Explanation of the material issue and its boundary 100 °
Management 103-2 The management approach and its components 100 °
Approach 2016 103-3 Evaluation of the management approach 100~102 °
GRI308: Supplier 308-1 Percentage of new suppliers that were screened using environmental criteria 6.3.5,6.6.6,7.3.1 101 °
i:zg’;menr;t;(l)% 3082 Es::::ttijg(z:;szsﬂ:er; identified as having negative environmental impacts and 63.5,6.6.6,73.1 101 .

GRI400 Social Topics

Employment

GRI103: 103-1 Explanation of the material issue and its boundary 82,84 °
Management 103-2 The management approach and its components 6.4.3 82,84 °
Approach 2016 103-3 Evaluation of the management approach 82 °
401-1 Total number and rates of new employee hires and employee turnover 6.4.3 93 °
GRI401: Employment 401-2 Benefits provided to full-time employees only 6.4.4,6.8.7 73,99 °
401-3 Parental leave 6.4.4 83 °

Labor / Management Relations

GRI103 103-1 Explanation of the material issue and its boundary 99~100 °
Management 103-2 The management approach and its components 99~100 o
Approach 2016 103-3 Evaluation of the management approach 99~100 °

GRI402: Labor/Manage-

402-1 Minimum periods of notice in advance regarding operational changes 6.4.3,6.4.5 98 L4
ment Relations 2016

Occupational Health and Safety

GRI103: 103-1 Explanation of the material issue and its boundary 77,81 °
Management 103-2 The management approach and its components 6.4.6 77,81 °
Approach 2016 103-3 Evaluation of the management approach 80 °
40341 Percentage of total workforce represented in formal joint management-worker health 646 79 °
GRI403: and safety committees that evaluate and advise on work safety and health programs o
Occupational Health 4032 Rates of injuries, wgrk—relateq ilinesses, absences as well as the total number of 6.4.6,6.8.8 77 °
and Safety 2016 work-related fatalities by region and gender
403-4 Work safety and health issues covered in formal agreements with labor unions 6.4.6,6.8.8 79,100 °

raining and Education

GRI103: 103-1 Explanation of the material issue and its boundary 84 °

Management 103-2 The management approach and its components W °

Approach 2016 103-3 Evaluation of the management approach T °

GRI404: Training and 404-1 Types and number of average hours of training per year per employee 6.4.7 87 °

Education 2016 4042 Programs that support the continued employability of employees and their 6.47,6.8.5 84~85 °
career advancement
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GRI Index

GRI Standard Disclosure 1SO 26000 Page / URL Assurance

GRI400 Social Topics

Diversity and Equal Opportunity

GRI103: 1031 Explanation of the material issue and its boundary 93 °
6.2.3,6.37,

Management 103-2  The management approach and its components 93 °
Approach 2016 ) 6.310,6.4.3

103-3  Evaluation of the management approach 93 °

GRI 404 404-1  Diversity in governing bodies and among employees 623 66'3426'3'10' 83,93 °

Diversity and Equal
6.37,6.3.10,6.4.3,

Opportunity 2016 404-2  Ratio of basic salary and remuneration of women to men 644 100 °

Non-discrimination

GRI103 103-1  Explanation of the material issue and its boundary 93 °
Management 1032 The management approach and its components 636,637 76,93 °
Approach 2016 ) 6.3.10,6.4.3

103-3  Evaluation of the management approach 93 °
GRI 406: Non-dis- 40641 Total number of discriminatory incidents and corrective 6.3.6,6.3.7,6.3.10, 92 94 °
crimination 2016 actions taken 6.4.3 '

Freedom of Association and Collective Bargaining

GRI103: 103-1  Explanation of the material issue and its boundary 99~100 °
Management 103-2  The management approach and its components 636,637, 99~100 °
Approach 2016 - 6.310,6.4.3

103-3  Evaluation of the management approach 99~100 ]
GRI 407: Freedom of 6.3.3,6.3.4,6.3.5,

ngrations and sulppliers inwhich the right th freedom of asso- 6.3.8 6310 6.45,
ciation and collective bargaining may be at risk

Association and Collec ~ 407-1 99~100 °

tive Bargaining 2016 6.6.6
Child Labor
GRI103: 103-1  Explanation of the material issue and its boundary 103 ]
Management 103-2  The management approach and its components 103,108 ]
Approach 2016 103-3  Evaluation of the management approach 103 °
) , S 6.3.3,6.3.4,6.3.5,

GRI408: Operations and suppliers at significant risk for incidents of

, 408-1 ) =rsats inacel 6.3.7,6.3.10,6.6.6, 103 o
Child Labor 2016 child labor and corrective actions taken to abolish child labor 6.4

Human Rights Assessment

GRI103: 103-1  Explanation of the material issue and its boundary 93 ]
Management 103-2  The management approach and its components 93 °
Approach 2016 103-3  Evaluation of the management approach 94 ]
GRI 412 4121 Qperation that has been subject to human rights review or 6.33-636 94 °
Human Rights impact assessments on

Assessment 2016 412-2  Employee training on human rights policies and procedures 6.3.3-6.3.6 90~91,94 °

Local Communities

GRI103: 103-1  Explanation of the material issue and its boundary 72~75, 60 (]

Management 1032 The management approach and its components 72~75,60 °

Approach 2016 1033 Evaluation of the management approach 72-75,60 °
: P f i ith local i

GRI413: Ifc?cal 431 ercentage of operations with local community engagement, 6.3.9,6.50-65 59-65 °

Communities 2016 impact assessments, and development programs
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GRI Index

GRI Standard Disclosure 1SO 26000 Page / URL Assurance

GRI400 Social Topics

Supplier Social Assessment

GRI103: 103-1  Explanation of the material issue and its boundary 101~104 °
Management 103-2  The management approach and its components 101~104 °
Approach 2016 103-3  Evaluation of the management approach 101~104 °
Percentage of new suppliers that were screened using social 63.5,661-66.2,
a4 Cereentag P g 6.6.6,6.81-6.8.2, 102, 104 .
GRI414: criteria o
Social Supplier -
Assessment 2016 o ) ) ) 6.3.5,6.6.1-6.6.2,
4142 Percentage of suppl!ers |d§nt|f|ed as having negative social 6.6.6,6.81-6.82, 102,104 °
impacts and corrective actions taken 731
Public Policy
GRI103 103-1  Explanation of the material issue and its boundary - °
Management 103-2  The management approach and its components - o
Approach 2016 103-3  Evaluation of the management approach - °
(GRI 415: 4151 Political contributions 6.61-6.6.2,66.4 116 .

Public Policy 2016

Marketing and Labeling

GRI103: 103-1  Explanation of the material issue and its boundary 97 °
Management 103-2  The management approach and its components 97 °
Approach 2016 103-3  Evaluation of the management approach 97 °

. 1172 Total number and types ofinclidgnts of ngn—compliancg 46671675 679 None °
GRI417: concerning product and service information and labeling
Marketing and o

Total b dt fincidents of volunt.

Labeling 2016 4173  1otalnumberand types of incidents of voluntary 46671673 None °

non-compliance concerning marketing communications

Customer Privacy

GRI103: 103-1  Explanation of the material issue and its boundary 97 °
Management 103-2  The management approach and its components 97 °
Approach 2016 103-3  Evaluation of the management approach 97 °
GR1 418: Total number of substantiated complaints concerning breaches

Customer Privacy 418-1 . P 9 6.71-6.7.2,6.7.7 None o
bo16 of customer privacy and losses of customer data

Socioeconomic Compliance

GRI103: 103-1  Explanation of the material issue and its boundary 96 o
Management 103-2  The management approach and its components 96 o
Approach 2016 103-3  Evaluation of the management approach 96 °
GRI419:

Penalties due to non-compliance with laws and/or regulations 4.6, 6.7.1-6.7.2, 6.7.6
in the social and economic area

Socioeconomic 4191 None °

Compliance 2016

1)206-1,307-1,416-2,417-2,417-3,418-1, and 419-1 were verified in the sanction status of POSCO (special standard) during the reporting period in accordance with the 2018 POSCO
Business Report Sanctions announced on DART (Data Analysis, Retrieval and Transfer System by Financial Supervisory Service).
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UN SDGs(Sustainable Development Goals)

NO. SDGs Activities Page
Goal 1 End poverty in all its forms everywhere - -
Goal 2 End hunger, achieve food security and improved nutri- - -
tion and promote sustainable agriculture
Goal3  Ensure healthy lives and promote well-being for allat  Environmental investment and management to reduce air pollutant emissions ~ 36~37
allages Support to address the issue of low-birthrate 73
Goal4  Ensureinclusive and equitable quality educationand ~ Dream Bridge 62
promote lifelong learning opportunities for all POSCO Youth Volunteer Corps, “Beyond” 62
POSCO Educational Foundation 65
POSCO TJ Park Foundation 65
Facility maintenance specialist development program 86
(preparing for retirement of senior employees)
POSCO Youth Character Education Program 86
Goal5  Achieve gender equality and empower all - -
women and girls
Goal6  Ensure availability and sustainable management of Expansion and optimized management of recycling industrial water 28~29
water and sanitation for all Partaking in ‘Water Management Project’ hosted by World Steel 30
Partaking in the CDP Water Disclosure project 30
Goal 7 Ensure access to affordable, reliable, sustainable and ~ Generation of solar power using rooftop panel inside the steel plants 45
clean energy for all Generation of small hydropower using raw water of Sueo dam 45
Investment and R&D efforts in GHG reduction facilities 46
Goal 8  Promote sustained, inclusive and sustainable economic Venture support programs 74
growth, full and productive employment and decent  Youth employment and startup support programs 75
work for all Operation of Café O Asia 60
Operation of social enterprises (POSCO HUMANS, Songdo SE, POSPLATE etc.) 61
Goal 9 Build resilient infrastructure, promote inclusive and - -
sustainable industrialization and foster innovation
Goal 10 Reduce inequality within and among countries - -
Goal 11 Make cities and human settlements inclusive, safe, Steel Villages (Indonesia), Steel Houses (Korea) 60
resilient and sustainable Silver Homecare 60
Talent Volunteer Groups, POSCO Global Volunteer Corps 62~63
Sister villages, ‘Sharing Saturday’ volunteer activities 63
Goal 12 Ensure sustainable consumption and production pat-  Pursuing second battery material business 56
terns Development of new environmentally friendly products 38~39
Support for SMBs through technical cooperation, financial assistance, 67~72
and partnership programs
Goal 13 Take urgent action to combat climate change and Setting 2020 POSCO’s Voluntary GHG Reduction Target 44
its impacts Energy efficiency improvement activities (power efficiency improvement etc.) 50~51
Innovative POSCO technology 51
(steelmaking through hydrogen-based reduction process etc.)
Contributing to GHG reduction through products 51
(high-efficiency, high-strength steel sheet etc.)
Goal 14 Conserve and sustainably use the oceans, seas and Marine waste removal by Clean Ocean Volunteer Corps 34
marine resources for sustainable development Coastal marine forest formation of Project 34
Goal 15 Protect, restore and promote sustainable use of terres- - -
trial ecosystems, sustainably manage forests, combat
desertification, and halt and reverse land degradation
and halt diversity loss
Goal 16 Promote peaceful and inclusive societies for sustain-  Campaign for establishing corporate culture of respect for humans and 91
able development, provide access to justice for alland  ethical practices
build effective, accountable and inclusive institutions  Introduction of the Fair-Trade Compliance Program (CP) 96
atall levels Policy provision for stakeholder engagement activities 111~112
Goal 17  Strengthen the means of implementation and Building a model for POSCO Research and Industry - academia cooperation 57
revitalize the global partnership for sustainable World Steel 30
development UN Global Compact 131
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UN GLOBAL COMPACT Communication on Progress(CoP)

APPENDIX

NO. SDGs Activities Page
Human “Principle 1: Businesses should support and respect the protection of Global human Rights Management 93
Rights internationally proclaimed human rights; and Non-discrimination and Diversity 98
Principle 2: make sure that they are not complicit in human rights abuses.” Code of Conduct for POSCO Group Suppliers 101
Sustainability Management Policies 108
Labour “Principle 3: Businesses should uphold the freedom of association and Global Human Rights Management 93
Standards the effective recognition of the right to collective bargaining;
Principle 4: the elimination of all forms of forced and compulsory labour; Non-discrimination and Diversity 98
Principle 5: the effective abolition of child labour; and Employment Stability and Job Security 98
Principle 6: the elimination of discrimination in respect of employment and Code of Conduct for POSCO Group Suppliers 101
occupation.”
Environment  “Principle 7: Businesses should support a precautionary approach to Environmental Management 26
environmental challenges; Environmental Performance 29
Principle 8: undertake initiatives to promote greater environmental Carbon Management 42
responsibility; and Activities to Combat Climate Change 50
Principle 9: encourage the development and diffusion of environmentally Partnership activities to Combat Climate Change 54
friendly technologies.” Code of Conduct for POSCO Group Suppliers 101
Anti- “Principle 10: Businesses should work against corruption in all its forms, Business Ethics 90
Corruption including extortion and bribery.” Global human Rights Management 93
Code of Conduct for POSCO Group Suppliers 101
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