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In South Korea, a Tower’s Construction Is Deepening Safety Concerns
hall that is part of the mall.
The Ministry of Public Safety and Security and Seoul city officials ordered
special inspections of the building site
that included nongovernmental experts
to help ensure public trust in their findings. Jin Hee-sun, a senior building policy official for the city government, said
that although the episodes did not disprove the overall structural safety of the
complex, Lotte’s tardiness and its lack
of transparency and outside peer reviews in dealing with them “helped fan
mistrust and public anxiety.”
Seoul city officials ordered Lotte to
shut down the aquarium and movie
complex for five months. They re-

From First Business Page
nicipal projects. “Experts may say all
the problems are minor, but they give
people so much worry, the tower is going up like a monumental headache.”
The tower is being built by Lotte,
South Korea’s fifth-largest conglomerate, with annual revenue of more than
$73 billion. Its founder, Shin Kyuk-ho,
started as a seller of chewing gum and
has amassed a business empire that extends across Japan and his native country, South Korea, where it is best known
for its chains of hotels, shopping malls
and amusement parks.
Mr. Shin, now 92, and his son, Shin
Dong-bin, 60, wanted to create a more
distinguished legacy for the company’s
founder: an 87,000-square-meter, or 21acre, Lotte World complex in southern
Seoul, featuring a shopping and leisure
World Mall, which opened in October,
and the 123-story World Tower, which
will include an ultraluxury hotel, office
space and an observatory.
When completed, the Lotte tower,
which reached the 103rd floor this
month, will give the conglomerate bragging rights to the tallest building on the
Korean Peninsula. It will be higher than
the current tallest building in South Korea, the 305-meter Northeast Asia Trade
Tower in Incheon, west of Seoul, and the
tallest building in North Korea, the unfinished 330-meter Ryugyong Hotel in
Pyongyang.
(Lotte’s title will not last all that long.
The Hyundai Motor Group, another
chaebol, disclosed plans last month to
build a 571-meter tower, to be called the
Global Business Center, in Seoul by
2022.)
Lotte said its complex would create
20,000 new jobs and attract 50 million
visitors a year, including 4 million tourists from abroad.
But the project stirred controversy
from Day 1.
It took Lotte 15 years to win a building
permit, obtaining it only after agreeing
to shoulder the cost of changing the angle of a military runway south of Seoul,
so that the tower would not stand in the
way of fighter jets approaching the airfield. The deal was criticized as the latest reminder of the chaebol influence, so
powerful that detractors said it could
even sway the military in a country still
technically at war with North Korea.
Construction began in 2010. As the
tower rose, so did the land prices
around it.
But doubts developed about the

Public mistrust of a
government’s ability to
ensure its citizens’ safety.
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Traffic around the construction site of the Lotte World Tower in Seoul. A string of accidents, including the death of
three workers, has renewed citizens’ concerns about the effectiveness of the government’s safety policies.
project, especially after the South Korean ferry Sewol sank in April last year,
killing 304 people and deepening public
mistrust in the government’s safety policies.
Investigators revealed collusive ties
between the ferry operator and regulators, as well as widespread negligence around safety rules, that enabled
the dangerously overloaded ship to set
sail with hundreds of teenagers on
board. Its crew abandoned its passengers, and there were few functioning life
rafts. The South Korean Coast Guard
failed to mount an effective rescue operation.
The accident revived South Koreans’
memory of another disaster that exposed problems with a corporate culture that often emphasized speed and
efficiency at the expense of safety. In
1995, the shoddily built Sampoong De-
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partment Store in Seoul collapsed, killing over 500 people in one of the world’s
worst building catastrophes.
“When people see the Lotte tower,
they relive the Sampoong trauma,” said
Chung Lan, a professor of architectural
engineering at Dankook University in
South Korea, who investigated both the
Sampoong disaster and the controversy
over the Lotte tower.
In the wake of the ferry incident, civic
groups and local news media put Lotte
under intense scrutiny.
When small sinkholes, some less than
a foot deep, appeared in neighboring
districts, residents wondered if the
Lotte tower was to blame.
Photos of the holes went viral on social media. So did worst-case scenarios,
like one that envisaged the tower’s collapse into a gigantic sinkhole.
People also expressed concern over

the decreasing water level at a nearby
lake, with some arguing that the drop
might be caused by the building, even
though the city had had to refill the lake
regularly with river water before the
construction began, a task since taken
over by Lotte.
And other problems at the mall, even
the most seemingly minor ones, caused
more public concern.
People were trapped in malfunctioning elevators. Shallow cracks developed
in floor paint and mortar. Workers suffered minor burns from electric sparks.
In December, spectators rushed to
evacuate when the screen of a multiplex
movie theater vibrated. (It turned out a
woofer was the culprit.) Water seeped
from an aquarium containing 5,200 tons
of water, which had been built above an
electric substation. A worker fell to his
death at a construction site for a concert

opened in May, but the mall traffic has
yet to return to its pre-December level
of 100,000 visitors a day.
“They were shut down because of minor mistakes that showed that Lotte’s
management of the project was not of
the highest quality,” said Hong Sunggul, a professor of architectural engineering at Seoul National University,
who led a peer review of the construction organized by the Architectural Institute of Korea. “But they were overblown. None of them made us worry
about the structural safety.”
To ease safety concerns, Mr. Shin and
his son Dong-bin, the group’s No. 2, said
they would move their offices into the
tower once it was completed.
“Because of so much news, Mom told
me not to come here,” said Kim Kyungho, 19, who watched the Hollywood
movie “Terminator Genisys” at the mall
on a recent Sunday. “Once here, I see
the place just like any other shopping
mall, only newer and much, much bigger.”
Another difference was security
guards standing at each landing of mall
escalators to deal with any mishap.
“We are under such different criteria
of safety that it makes news even when
a person trips and hurts his leg,” said
Lee Seul-ki, a Lotte spokeswoman.
“Much of our problem is because the
country has never before built a building this tall.”
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$157.15/square foot

$5.5 million

$45 million

212 Court Street (at Warren Street)
Cobble Hill, Brooklyn

1313-1315 Third Avenue (between East 75th
and 76th Streets)
Manhattan

$117,864 approximate annual rent

178 Ninth Avenue (at West 21st Street)
Manhattan
A Japanese hair salon plans to open its first United States shop this fall in a 750-square-foot
ground floor space, with a basement of equal
size, in this five-story corner co-op in Chelsea. It
has signed a 10-year lease for the new space with
a five-year option to renew, and received four
months rent-free for its build-out. The previous
tenant was Rafaella restaurant.
TENANT: Hiroin Hair Salon
TENANT’S BROKER: Hiroko Onishi, Nezu Properties
LANDLORD: 170-178 Ninth Avenue L.L.C.
LANDLORD’S BROKERS: Howard S. Aaron and Marga-

A private investor-developer has bought this
3,900-square-foot mixed-use three-story brownstone with two apartments and a retail space,
which has been the site of the Community Bookstore since 1985. The building is to be redeveloped in the future.

These two five-story Upper East Side mixed-use
walk-ups were built around 1910, and sit on a 56by-105-foot lot, with 56 feet of frontage. Of their
32 apartments, one is rent-controlled, five are
rent-stabilized and the rest are free-market. Citarella, the food shop, is in the 5,250-square-foot
ground floor space. Its lease runs until 2022. The
building offers 34,940 square feet in air rights.

BUYER: 212 Court Realty L.L.C.
SELLER: John Scioli
BROKER: Brian McDermott, Leventhal-Thompson

Team at the Corcoran Group

OWNER: 1313 Realty Company L.L.C.
BROKERS: John Stewart and Michael

ROSALIE R. RADOMSKY

ret Royer, Square Foot Realty

email: realprop@nytimes.com
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Wells Fargo’s Earnings Slip
As Interest Rates Take Toll
By MICHAEL CORKERY

Wells Fargo, a bank known for
its machinelike ability to increase
its profits and beat Wall Street
expectations, reported mixed results on Tuesday.
The bank, based in San Francisco, said its second-quarter
profit fell to $5.72 billion from
$5.73 billion a year earlier.
On an earnings-per-share basis, the bank’s profit rose to $1.03,
up from $1.01 a year ago. That
was in line with analysts’ estimates of $1.03 a share, according
to Thomson Reuters.
Wells’s revenue of $21.3 billion,
while higher than a year ago,
came in 1.8 percent lower than
the $21.7 billion that analysts had
expected, as investment and
mortgage banking fees fell.
Despite the lower revenue,
Wells Fargo’s results were
helped by the release of $350 million that had been set aside for
loan losses, as executives reported that, by one measure, the
bank’s credit losses had never
been lower.
Wells’s share price was largely
flat on Tuesday afternoon, closing at $57.26.
The middling results from
Wells reflect the challenges facing big banks today. Long gone
are the days when mortgage
losses and other problems from
the financial crisis posed a threat
to their balance sheets.
Today’s challenges are more
mundane:
Large
consumer
banks are trying to keep their expenses under control while grappling with low interest rates.
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Wells executives said the decline reflected a long-term trend
in which the bank had been
amassing more deposits than it
could lend out profitably and at
acceptable risk levels. A great
deal of the deposits that are not
lent out to the bank’s customers
are held in cash, which generates
minimal returns with the low
rates.
The bank said it was able to
lower expenses from the first
quarter, but some of the decline
was offset by increases in legal
costs and higher salaries and advertising expenses. The bank’s
efficiency ratio, an important
measure of the bank’s expense
control measures, rose to 58.5
percent from 57.9 percent a year
ago.
There were other signs that
Wells Fargo’s profitability was
slipping. The bank’s return on assets and return on equity both fell
in the second quarter from a year
ago, though they remain among
the highest in the banking industry.
Wells executives said the decline was partly driven by the
fact that the bank’s profits have
stayed relatively stable while its
asset base has expanded — most
notably through its $11.5 billion
acquisition of commercial real estate loans from General Electric’s
lending unit and the financing of
a related deal.
“They are still very good numbers relative to our large bank
peers,” said John Stumpf, Wells
Fargo’s chief executive and
chairman.

