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1. Introduction
1.1.

Background

Lotte Group
Lotte Group (‘Lotte’) is Korea’s fifth largest business group1. Founded in 1967 as a confectionary
company, Lotte Group has evolved into a major and diversified business group, with operations in the
food & beverage, retail distribution, tourism & services, chemical, engineering, construction and
manufacturing industries.
The Lotte Group now comprises 92 companies, 10 of which were listed on the Korea Exchange, as of
December 31, 2017. As a global company, Lotte Group has operations in 33 countries, mainly in Asia, but
also in the United States, Europe, and emerging economies.

Lotte P&D
Lotte Property & Development (“Lotte P&D“ or the “Company“) was incorporated in 1982 as a member
of the Lotte Group. The Company is a property development company in Korea engaged in development
and operation of high-rises, multi-purpose shopping malls, eco-friendly business projects and property
and lease services businesses.
The Company currently operates the Lotte World Tower, a 123-storey, 555-meter skyscraper with a land
area of 87,600 square meters, and the Lotte World Mall, the largest shopping complex in Korea, in
Jamsil, Seoul.
The Lotte World Tower and Mall are equipped with a number of cutting-edge features designed for
superior energy efficiency and sustainability, including: a green rooftop to create thermal insulation to
save energy for heating and cooling; insulated glasses to reduce heat loss and block summer heat gain;
water treatment facilities to recycle wastewater and store rainwater; high efficiency facilities; solar
panels built on the rooftop to heat water and air; wind power built on the rooftop and the surrounding
areas; a geothermal cooling and heating system; and a waste heat recycling system using heat source of
wastewater to heat water.

1.2.

Lotte P&D's Sustainability Objectives

In line with the Lotte Group’s strategies and policies, Lotte P&D aims to combine economic growth with
environmental and social responsibilities. As such, the Company’s operations incorporate ambitious
sustainability practices, as reflected by the environmental credentials of the Lotte World Tower, the
Company’s main asset, which demonstrates the Company’s ambition to align with the best
environmental standards while integrating social benefits.
1

Based on assets, as of December 31, 2017, according to the Korea Fair Trade Commission.
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The Company has incorporated environmental and social benefits during the construction of Lotte
World Tower, as evidenced by the LEED (‘Leadership in Energy and Environmental Design’) certification,
which is a green programme rating system established by the U.S. Green Building Counsel. The Lotte
World Tower received GOLD certification in April 20172, demonstrating high sustainability performance
especially with respect to Sustainable Sites (scoring 20 out of 26), Water Efficiency (scoring 10 of 10) and
Energy and Atmosphere (received all ‘Yes’ for Fundamental Commissioning of the Building Energy
Systems, Minimum Energy Performance and Fundamental Refrigerant Management).
Lotte P&D has also demonstrated a strong commitment towards supporting the local community. In
accordance with the aim of making a positive social contribution towards its local community, the
Company operates several corporate volunteering programs which include activities for underprivileged
local children or services to isolated local seniors.
The Company will continue to pursue sustainable growth, incorporating both environmental and social
aspects, in line with the Lotte Group’s strategies and policies, and aim to provide clear reporting on
outcomes to its clients and investors.

1.3.

Rationale for the Sustainability Bonds

Lotte P&D is convinced that Sustainability Bonds are an effective tool to channel liquidity into assets
which have environmental and social benefits and thereby contribute to the achievement of the United
Nations Sustainable Development Goals (UN SDGs).
Lotte P&D has therefore designed this Sustainability Bond Framework in accordance with the ICMA
Green Bond Principles and Sustainability Bond Guidelines 2018 to provide investors with best-in-class
Sustainability Bonds, in line with the best market practices in terms of transparency, impact reporting,
and commitments.
Lastly, given the growing sustainability bond market in Korea, Lotte P&D believes it has a key role to play
in providing benchmark and guidelines to other Korean issuers with an intention to access the market,
thereby contributing to the overall growth of Korea’s Sustainability Bond market.
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https://www.usgbc.org/projects/lotte-world-tower
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2. Application of ICMA Green Bond Principles 2018
Lotte P&D has prepared this Sustainability Bond Framework in accordance with the ICMA Green Bond
Principles and Sustainability Bond Guidelines 20183, and has elected to issue Sustainability Bonds with a
particular focus on the following areas:


Green buildings which meet regionally, nationally or internationally recognized standards of
certifications while integrating social benefits



Clean public transport infrastructure and sustainable mobility

The Green Bond Principles are a set of voluntary guidelines which recommend transparency and
disclosure and promote integrity in the development of the Green Bond market by clarifying the
approach for issuing Green Bonds. In line with the ICMA Green Bond Principles and Sustainability Bond
Guidelines 2018, Lotte P&D 's Sustainability Bond Framework is presented through the following key
pillars:
1.

Use of Proceeds

2.

Process for Project Evaluation and Selection

3.

Management of Proceeds

4.

Reporting

5.

External review

2.1.

Use of Proceeds

An amount equivalent to the proceeds of the Sustainability Bond issuance will be exclusively used to
finance or refinance, in whole or in part, “Eligible Assets” and “Eligible Projects” as defined below:
Category 1: Green commercial buildings
Eligible Assets refer to commercial buildings which meet all of the following eligibility criteria:
(i) Achieved LEED “Gold“ or equivalent certification within the last 5 years
(ii) Construction or renovation has been completed in or after 2017.
(iii) Contribute to the improvement of professional conditions of low-income individuals4 working
within the green building

3

GBP 2018: https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/
SBG 2018: https://www.icmagroup.org/green-social-and-sustainability-bonds/sustainability-bond-guidelines-sbg/
4
Low-income individuals refer to individuals with a monthly income below the national average as determined by
the Korean Ministry of Health and Welfare (MOHW)’s classification:
http://www.mohw.go.kr/react/al/sal0301vw.jsp?PAR_MENU_ID=04&MENU_ID=0403&CONT_SEQ=340848
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Category 2: Clean Public Transport Infrastructure and Sustainable Mobility
Eligible Projects will cover investments in infrastructure aiming to encourage and facilitate the use of
clean public transportation and sustainable mobility solutions, in the vicinity of Lotte P&D commercial
buildings, including, but not limited to:
(i)
(ii)
(iii)

Pedestrian infrastructure
Public bicycle infrastructure
Public bus infrastructure

Proceeds from Lotte P&D‘s Sustainability Bonds will not be allocated to infrastructures contributing to
encourage or increase the use of cars.
By contributing to the development of sustainable and resilient buildings and sustainable urban mobility,
Lotte P&D’s Sustainability Bond will support achieving the United Nations Sustainable Development Goal
“Sustainable Cities and Communities” (SDG 11).

2.2.

Process for project evaluation and selection

A dedicated Sustainability Bond Committee (the “Committee”) has been created to ensure compliance
with the Sustainability Bond Framework and oversee the entire issuance process. The Committee is
composed of Lotte P&D’s representatives from the Finance & Accounting Team, the Risk Management
Group, the IT Group and Lotte Group’s Corporate Social Responsibility Team.
Lotte P&D will therefore ensure that the selected Eligible Assets and Projects comply not only with the
Use of Proceeds section but also with environmental and social guidelines applicable within Lotte P&D.
The Committee will also be responsible for managing any future updates to the Sustainability Bond
Framework, including any expansion of the use of proceeds requirements. Any changes to the
Sustainability Bond Framework will be published on Lotte P&D’s website.

2.3.

Management of proceeds

In accordance with the evaluation and selection process presented above, the Sustainability Bond
proceeds will be allocated to Eligible Assets and Eligible Projects and managed by Lotte P&D’s Finance &
Accounting Team in consultation with the Sustainability Bond Committee.
Lotte P&D commits on a best effort basis to allocate all proceeds from the Sustainability Bond to Eligible
Assets and Eligible Projects within one year of the Sustainability Bond issuance in accordance with the
evaluation and selection process presented above.
Lotte P&D will monitor the allocation to Eligible Assets and Eligible Projects and track the net proceeds
through its internal accounting system. Pending the allocation to Eligible Assets and Eligible Projects,

5

unallocated proceeds may temporarily be invested in accordance with Lotte P&D’s investment
guidelines in cash, deposits and money market instruments.
During the life of the issued Sustainability Bond, if the designated Assets or Projects are sold or cease to
fulfil the Eligibility Criteria, the net proceeds will be re-allocated to replacement Assets or Projects that
comply with the Eligibility Criteria, as soon as reasonably practicable.

2.4.

Reporting

Lotte P&D intends to produce annually and at least until the full allocation of the net proceeds of the
Sustainability Bond a “Sustainability Newsletter” which will include an allocation and impact reporting as
per below:

Allocation reporting
1. List of Eligible Assets and Projects refinanced or financed
2. Amount allocated to Eligible Assets and Projects
3. Unallocated proceeds at the reporting end-period (if any)

Impact reporting

Lotte P&D commits on a best effort basis to report on relevant impact metrics, which may include:
Category 1: Green commercial buildings


Environmental benefits:
1. Estimated ex-ante annual energy consumption in KWh/m2
2. Estimated annual GHG emissions reduced/avoided in tons of CO2 equivalent
3.



% of the annual energy consumption self-produced by the Green Building

Social benefits
4. Number of low-income individuals who benefitted from an improvement of their salary

Category 2: Clean Public Transport Infrastructure and Sustainable Mobility
1. Estimated capacity of the public bicycle infrastructure (in number of bicycles)
2. Estimated capacity of the public bus infrastructure (in number of buses)
3. Estimated capacity of the pedestrian infrastructure (in number of pedestrians)
The “Sustainability Newsletter” will
https://www.lwt.co.kr/lottepnd/main.do.

be

made

available

via

the

Lotte

P&D

website:
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2.5.

External review

Second-Party Opinion
Sustainalytics was appointed as an independent third party to provide assurance on Lotte P&D
Sustainability Bond Framework and its alignment with the ICMA Green Bond Principles and
Sustainability Bond Guidelines 2018. The Opinion from Sustainalytics (“Second Party Opinion”) will be
made available on Lotte P&D’s website: https://www.lwt.co.kr/lottepnd/main.do.
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