2014

Financial Statements

§» HYOSUNG



Table of Contents

03
04
05
06
07
08
09
10
11
12
13
14
16
17

Report of independent auditors

Separate statements of financial position
Separate statements of income

Separate statements of comprehensive income
Separate statements of changes in equity
Separate statements of cash flows

Report of independent auditors

Consolidated statements of financial position
Consolidated statements of income
Consolidated statements of comprehensive income
Consolidated statements of changes in equity
Consolidated statements of cash flows

Board of directors

Corporate management



2014 HYOSUNG Financial Statements

Independent Auditor’s Report

To the Board of Directors and Shareholders of
Hyosung Corporation

We have audited the accompanying separate financial statements of Hyosung Corporation (the “Company”), which comprise the
separate statements of financial position as of December 31,2014 and 2013, and the separate statements of income, comprehensive
income, changes in equity and cash flows for the years then ended, and notes, comprising a summary of significant accounting
policies and other explanatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with the
International Financial Reporting Standards as adopted by the Republic of Korea (Korean IFRS) and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in
accordance with the Korean Standards on Auditing. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’'s preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the separate financial statements present fairly, in all material respects, the financial position of Hyosung
Corporation as of December 31, 2014 and 2013, and its financial performance and cash flows for the years then ended in
accordance with the Korean IFRS.

Other Matters
The separate financial statements of the Company as of and for the year ended December 31, 2013, were audited in accordance
with the previous Korean Standards on Auditing.

Auditing standards and their application in practice vary among countries. The procedures and
practices used in the Republic of Korea to audit such financial statements may differ from those
generally accepted and applied in other countries.

Seoul, Korea
March 12, 2015

This report is effective as of March 12, 2015, the audit report date.
Certain subsequent events or circumstances, which may occur
between the audit report date and the time of reading this report,
could have a material impact on the accompanying separate

financial statements and notes thereto. Accordingly, the readers of

the audit report should understand that there is a possibility that the
,Q e g é above audit report may have to be revised to reflect the impact of
ona! ¢ Y'“ such subsequent events or circumstances, if any.




2014 HYOSUNG Financial Statements

Hyosung corporation

Separate Statements of Financial Position

December 31,2014 and 2013
(in millions of Korean won)
Dec 31, 2014 Dec 31,2013
Assets
Current assets
Cash and cash equivalents 65,832 108,906
Trade and other receivables 933,621 998,506
Due from customers for contract work 169,481 52,399
Other financial assets 6,149 36,459
Other current assets 111,471 98,974
Inventories 647,979 767,097
Non-current assets held-for-sale 25,990 26,067
1,960,523 2,088,408
Non-current assets
Long-term trade and other receivables 209,446 208,684
Property, plant and equipment 3,267,496 3,289,464
Investment property 482,085 458,208
Intangible assets 100,930 68,488
Investment in subsidiaries and associates 1,540,489 1,624,754
Other non-current financial assets 170,921 87,264
Other non-current assets 23,696 23,696
5,795,063 5,760,558
Total assets 7,755,586 7,848,966
Liabilities
Current liabilities
Trade and other payables 1,058,146 1,180,309
Due to customers for contract work 101,059 62,706
Borrowings 1,943,052 1,944,299
Other financial liabilities 24,397 205
Current tax liabilities 51,172 54,639
Other current liabilities 155,672 212,698
3,333,498 3,454,856
Non-current liabilities
Long-term trade and other payables 55,781 41,667
Long-term borrowings 1,297,265 1,413,202
Net defined benefit liability 39,288 28,733
Deferred tax liabilities 231,401 265,663
Other non-current financial liabilities 5,192 7
Other non-current liabilities 71,462 57,542
1,700,389 1,806,814
Total liabilities 5,033,887 5,261,670
Equity
Capital stock 175,587 175,587
Capital surplus 130,826 130,826
Retained earnings 2,143,603 2,011,532
Other components of equity 271,683 269,351
Total equity 2,721,699 2,587,296
Total liabilities and equity 7,755,586 7,848,966
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Hyosung corporation

Separate Statements of Income

Years Ended December 31,2014 and 2013
(in millions of Korean won, except per share amounts)

2014 2013
Revenue 8,532,153 9,067,386
Cost of sales (7,552,802) (8,041,493)
Gross profit 979,351 1,025,893
Selling and administrative expenses (661,859) (658,148)
Research and development expenses (112,745) (122,893
Operating profit 204,747 244,852
Other income 382,847 236,559
Other expenses (108,877) (143,802)
Other income (expenses), net 273,970 92,757
Finance income 238,618 322,968
Finance expenses (405,358 (406,460
Finance income (expenses), net (166,740) (83,492)
Impairment loss on investment in subsidiaries and associates (49,105) (123,920)
Profit before income tax 262,872 130,197
Income tax expense (78,000 (454,140
Profit (Loss) for the year 184,872 (323,943)

Basic earnings (loss) per share 5,557 (9,737)
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Hyosung corporation

Separate Statements of Comprehensive Income

Years Ended December 31,2014 and 2013
(in millions of Korean won)

2014 2013
Profit (Loss) for the year 184,872 (323,943)
Other comprehensive income (loss)
Items that will not be reclassified to profit or loss
Remeasurements of net defined benefit liability (19,532) 10,368
Items that may be subsequently reclassified to profit or loss
Gain (Loss) on valuation of available-for-sale financial assets 1,641 (58,271)
Translation of foreign currency financial statements 690 (4,272)
Other comprehensive income (loss) for the year, net of tax (17,201) (52,175)

Total comprehensive income (loss) for the year 167,671 (376,118)
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Hyosung corporation

Separate Statements of Changes in Equity

Years Ended December 31,2014 and 2013

(in millions of Korean won) Other
Capital Capital Retained  Components

Stock Surplus Earnings of Equity Total

Balance at January 1, 2013 175,587 130,826 2,358,376 331,894 2,996,683

Comprehensive income :

Profit (Loss) for the year - - (323,943) - (323,943)

Gain (Loss) on valuation of available-for-sale financial assets - - - (58,270) (58,270)

Remeasurements of net defined benefit liability - - 10,368 - 10,368

Foreign currency translation differences = - = (4,273) (4,273)
Transactions with equity holders of the Company

Dividends - - (33,269) - (33,269)
Balance at December 31, 2013 175,587 130,826 2,011,532 269,351 2,587,296
Balance at January 1, 2014 175,587 130,826 2,011,532 269,351 2,587,296
Comprehensive income :

Profit for the year - - 184,872 - 184,872

Gain on valuation of available-for-sale financial assets - - - 1,640 1,640

Remeasurements of net defined benefit obligation - - (19,532) - (19,532)

Foreign currency translation differences - - - 692 692

Transactions with equity holders of the Company
Dividends = = (33,269) - (33,269)

Balance at December 31, 2014 175,587 130,826 2,143,603 271,683 2,721,699
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Hyosung corporation

Separate Statements of Cash Flows

Years Ended December 31,2014 and 2013
(in millions of Korean won)
2014 2013
Cash flows from operating activities
Cash generated from operations 369,798 897,480
Income tax paid (110,017) (485,839)
Interest paid (112,104) (120,904)
Interest received 2,615 7,012
Dividends received 77,009 95,884
Net cash provided by operating activities 227,301 393,633
Cash flows from investing activities
Decrease in short-term loans 12,400 -
Proceeds from disposal of short-term financial Instruments 3 49,996
Proceeds from disposal of available-for-sale financial assets 6,829 3,184
Decrease in long-term loans 11,409 6,516
Decrease in long-term deposits provided 7,060 25,956
Proceeds from disposal of property, plant and equipment 6,375 15,453
Government grants received 4,647 9,470
Proceeds from disposal of investment property 2,292 1,335
Proceeds from disposal of intangible assets 26,342 2,590
Proceeds from disposal of investment in subsidiaries and associates 28,788 13,910
Proceeds from disposal of other investments 415,000 -
Increase in short-term loans (8,400) (17,400)
Acquisition of short-term financial instruments (2) -
Acquisition of available-for-sale financial assets (59,684) (109)
Increase in long-term loans (16,179) (27,537)
Increase in long-term deposits provided (3,386) (2,870)
Acquisition of property, plant and equipment (404,086) (356,466)
Acquisition of investment property (39,787) (16,535)
Acquisition of intangible assets (68,101) (24,540)
Acquisition of investment in subsidiaries and associates (16,809) (36,979)
Acquisition of long-term financial instruments (300) -
Acquisition of other investments - (23,716)
Net cash used in investing activities (95,589) (377,742)
Cash flows from financing activities
Proceeds from short-term borrowings 5,906,824 6,132,706
Proceeds from long-term borrowings 342,914 527,667
Proceeds from issuance of debentures 59,910 119,429
Repayment of short-term borrowings (5,971,176) (6,020,332)
Repayment of current portion of long-term borrowings (479,989) (755,452)
Repayment of long-term borrowings - (21,130)
Payment of cash dividends (33,269) (33,269)
Net cash used in financing activities (174,786) (50,381)
Net increase (decrease) in cash and cash equivalents (43,074) (34,490)
Cash and cash equivalents at the beginning of year 108,906 143,396
Cash and cash equivalents at the end of year 65,832 108,906




Independent Auditor’s Report

To the Board of Directors and Shareholders of
Hyosung Corporation

We have audited the accompanying consolidated financial statements of Hyosung Corporation and its subsidiaries (collectively
the “Group”], which comprise the consolidated statements of financial position as of December 31, 2014 and 2013, and the
consolidated statements of income, comprehensive income, changes in equity and cash flows for the years then ended, and
notes, comprising a summary of significant accounting policies and other explanatory information.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance
with the International Financial Reporting Standards as adopted by the Republic of Korea (Korean IFRS) and for such internal
control as management determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our
audits in accordance with the Korean Standards on Auditing. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial statements
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Group
as of December 31, 2014 and 2013, and their financial performance and cash flows for the years then ended in accordance with
the Korean IFRS.

Other Matters
The consolidated financial statements of the Group as of and for the year ended December 31, 2013 were audited in accordance
with the previous Korean Standards on Auditing

We did not audit the financial statements of certain consolidated subsidiaries, whose financial statements represent 51% of the
Group’'s consolidated total assets as of December 31, 2013, and 37% of the Group’s consolidated revenue for the respective year
then ended. These statements were audited by other auditors whose reports have been furnished to us and our opinion, insofar
as it relates to the amounts included for Hyosung Capital and certain other consolidated subsidiaries, is based solely on the
reports of the other auditors.

Auditing standards and their application in practice vary among countries. The procedures and practices used in the Republic of
Korea to audit such consolidated financial statements may differ from those generally accepted and applied in other countries.

Seoul, Korea
March 12, 2015

This report is effective as of March 12, 2015, the audit report date.
Certain subsequent events or circumstances, which may occur
between the audit report date and the time of reading this report,
could have a material impact on the accompanying consolidated

*s‘ financial statements and notes thereto. Accordingly, the readers of
'Q t é the audit report should understand that there is a possibility that
N s Y:& the above audit report may have to be revised to reflect the impact of

such subsequent events or circumstances, if any.
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Hyosung corporation and subsidiaries

Consolidated Statements of Financial Position

December 31,2014 and 2013
(in millions of Korean won)
Dec 31, 2014 Dec 31,2013
Assets
Current assets
Cash and cash equivalents 526,920 444,591
Trade and other receivables 1,780,287 1,870,594
Due from customers for contract work 183,644 66,811
Other financial assets 70,569 113,438
Other current assets 164,744 161,401
Inventories 1,372,164 1,423,752
Current tax assets 20,595 12,707
4,118,923 4,093,294
Non-current assets
Long-term trade and other receivables 251,901 275,133
Property, plant and equipment 5,485,728 5,450,912
Investment property 593,856 562,888
Intangible assets 409,768 440,100
Investments in associates 212,492 272,599
Other financial business assets 2,205,796 2,237,555
Other non-current financial assets 292,989 169,031
Other non-current assets 54,011 46,381
Deferred tax assets 36,610 45,520
9,543,151 9,500,119
Total assets 13,662,074 13,593,413
Liabilities
Current liabilities
Trade and other payables 1,452,579 1,401,022
Due to customers for contract work 106,741 70,505
Borrowings 5,220,188 5,201,074
Other financial liabilities 27,242 1,221
Current tax liabilities 73,854 77,960
Other current liabilities 345,569 380,770
7,226,173 7,132,552
Non-current liabilities
Long-term trade and other payables 419,978 366,356
Long-term borrowings 2,701,376 3,019,719
Net defined benefit liability 53,103 42,577
Deferred tax liabilities 300,851 298,107
Other long-term financial liabilities 5,697 109
Other non-current liabilities 59,628 59,912
3,540,633 3,786,780
Total liabilities 10,766,806 10,919,332
Equity attributable to owners of the Parent
Capital stock 175,587 175,587
Capital surplus 130,826 130,826
Retained earnings 2,256,086 2,042,726
Other components of equity 229,539 249,709
2,792,038 2,598,848
Non-controlling interest 103,230 75,233
Total equity 2,895,268 2,674,081
Total liabilities and equity 13,662,074 13,593,413




10+11

Hyosung corporation and subsidiaries

Consolidated Statements of Income

Years Ended December 31,2014 and 2013
(in millions of Korean won, except per share amounts)

2014 2013
Revenue 12,177,134 12,579,157
Cost of sales (10,565,608) (11,095,094)
Gross profit 1,611,526 1,484,063
Selling and administrative expenses (887,004) (865,061)
Research and development expenses (124,176) (133,089)
Operating profit 600,346 485,913
Other income 325,047 167,136
Other expenses (144,479) (205,975)
Other income(expenses), net 180,568 (38,839)
Finance income 273,515 397,799
Finance expenses (576,610) (574,182)
Finance income (expenses), net (303,095) (176,383)
Share of profit of associates (9,130) (14,046)
Profit before income tax 468,689 256,645
Income tax expense (176,699) (492,889)
Profit (loss) for the year 291,990 (236,244)

Profit (Loss) attributable to:
Owners of the parent
Profit (Loss) for the year attributable to owners of controlling company 269,229 (229,185)
Non-controlling interests
Profit (Loss) for the year attributable to non-controlling interests 22,761 (7,059)

291,990 (236,244)

Earnings (loss) per share
attributable to the equity holders of the Company during the year

Basic earnings (loss) per share 8,093 (6,889)
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Hyosung corporation and subsidiaries

Consolidated Statements of Comprehensive Income

Years Ended December 31,2014 and 2013
(in millions of Korean won)

2014 2013
Profit (Loss) for the year 291,990 (236,244)
Other comprehensive income(loss)
Items that will not be reclassified to profit or loss
Remeasurements of net defined benefit liability (21,423) 10,675
Share of remeasurements of net defined benefit liability of associates (1,281) (1,715)
ltems that may be subsequently reclassified to profit or loss
Gain (loss) on valuation of available-for-sale financial assets (8,330) (58,375)
Gain (loss) on valuation of investments in associates (19,967) (1,204)
Gain on valuation of derivatives - 258
Translation of foreign currency financial statements 14,808 (9,242)
Other comprehensive income (loss) for the year, net of tax (36,193) (59,603)
Total comprehensive income (loss) for the year 255,797 (295,847)
Attributable to:
Equity holders of the Controlling Company 232,395 (294,984)
Non-controlling interest 23,402 (863)

Total comprehensive income (loss) for the year 255,797 (295,847)
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Hyosung corporation and subsidiaries

Consolidated Statements of Changes in Equity

Years Ended December 31,2014 and 2013

(in millions of Korean won) Other Non-
Capital Capital  Retained Components controlling Total
Stock Surplus  Earnings  of Equity Total Interest Equity
Balance at January 1, 2013 175,587 130,826 2,298,852 321,680 2,926,945 85,706 3,012,651

Comprehensive income

Net loss - - (229,185) - (229,185) (7,059)  (236,244)
Remeasurements of net defined benefit Liability - - 10,704 - 10,704 (29) 10,675
Share of remeasurements of net defined

benefit liability of associates - - (1,715) - (1,715) - (1,715)
Gain (Loss) on valuation of available-for-sale

financial assets - - - (58,870) (58,870) 495 (58,375)
Loss on valuation of investments in associates - - - (1,203) (1,203) (1 (1,204)
Gain on valuation of derivatives - - - 258 258 - 258
Translation of foreign currency financial statements - - - (7,913) (7,913) (1,329) (9,242)

Transactions with equity holders of

the Company :

Dividends - - (33,269) - (33,269) (2,901) (36,170)

Changes in other additional capital - - - (4,337) (4,337) - (4,337)

Changes in other capital adjustments - - - (5) (5) (3) (8)

Others - - (2,661) 359 (2,302) 89 (2,213)

Changes in share ratio of subsidiaries and others - - - (259) (259) 259 -

Changes in scope of consolidation - - - - - 6 6
Balance at December 31, 2013 175,587 130,826 2,042,726 249,710 2,598,849 75,233 2,674,082
Balance at January 1, 2014 175,587 130,826 2,042,726 249,710 2,598,849 75,233 2,674,082
Comprehensive income

Net Income - - 269,229 - 269,229 22,761 291,990

Remeasurements of net defined benefit liability - - (20,948) - (20,948) (475) (21,423)

Share of remeasurements of net defined benefit

liability of associates - - (1,281) - (1,281) - (1,281)
Loss on valuation of available-for-sale financial
assets - - - (8,240) (8,240) (90) (8,330)

Loss on valuation of investments in associates - - - (19,967) (19,967) - (19,967)

Translation of foreign currency financial statements - - - 13,601 13,601 1,208 14,809
Transactions with equity holders of

the Company :

Dividends - - (33,269) - (33,269) (5,705) (38,974)

Changes in other additional capital - - - 472 472 - 472

Changes in other capital adjustments - - - 47 47 - 47

Others - - (370) - (370) 3,260 2,890

Changes in share ratio of subsidiaries and others - - - (6,084) (6,084) 7,095 1,011

Changes in scope of consolidation - - - - - (57) (57)

Balance at December 31, 2014 175,587 130,826 2,256,087 229,539 2,792,039 103,230 2,895,269
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Hyosung corporation and subsidiaries

Consolidated Statements of Cash Flows

Years Ended December 31,2014 and 2013
(in millions of Korean won)
2014 2013
Cash flows from operating activities
Cash generated from operations 1,159,285 1,153,900
Income tax paid (171,853) (513,394)
Interest paid (259,597) (268,462)
Interest received 160,555 170,235
Dividends received 18,404 2,711
Net cash generated from operating activities 906,794 544,990
Cash flows from investing activities
Proceeds from disposal of other receivables 18,830 19,141
Proceeds from disposal of other financial assets 103,743 108,067
Proceeds from disposal of long-term other receivables 24,686 161,848
Proceeds from disposal of other non-current financial assets - 66,035
Proceeds from disposal of property, plant and equipment 18,262 45,153
Government grants received 4,508 9,696
Proceeds from disposal of investment properties 2,292 1,335
Proceeds from disposal of intangible assets 27,473 2,861
Proceeds from disposal of investments in associates 34,214 14,322
Proceeds from disposal (acquisition) of other non-current assets 415,308 (62)
Acquistion of other receivables (16,756) (57,843)
Acquisition of other financial assets (73,687) (84,826)
Acquisition of long-term other receivables (19,712) (58,489)
Acquisition of other non-current financial assets (150,487) (29,548)
Purchases of property, plant and equipment (776,790) (640,032)
Purchases of investment properties (39,787) (16,535)
Purchases of intangible assets (22,531) (42,936)
Acquisition of investments in associates (18,651) (33,313)
Acquisition of other non-current assets (373) (23,761)
Net cash used in investing activities (469,458) (558,887)
Cash flows from financing activities
Proceeds from short-term borrowings 9,752,836 9,191,205
Proceeds from long-term borrowings and issuance of debentures 2,542,695 1,361,343
Paid-in capital increases - 264
Changes in non-controlling interest (100) -
Repayment of short-term borrowings (10,771,765) (9,196,975)
Repayment of long-term borrowings and debentures (1,859,083) (1,298,108)
Payment of cash dividends (44,341) (36,083)
Net cash provided by (used in) financing activities (379,758) 21,646
Effect of cash and cash equivalent from exchange rate fluctuation 24,751 116
Net increase (decrease) in cash and cash equivalents 82,329 7,865
Cash and cash equivalents
Beginning of the year 444,591 436,726
End of the year 526,920 444,591
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are affiliates of Hyosung.
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