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Independent Auditor’s Report

(Based on report originally issued in Korean)

To the Board of Directors and Shareholders of

Hyosung Corporation

Opinion

We have audited the accompanying consolidated financial statements of Hyosung
Corporation(the “Company”) and its subsidiaries (collectively referred to as the “Group”),
which comprise the consolidated statement of financial position as at December 31, 2018,
and the consolidated statement of profit or loss, consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial statements, including

a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at December 31, 2018,
and its consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the
Republic of Korea (“Korean IFRS”).

Basis for Opinion

We conducted our audits in accordance with Korean Standards on Auditing. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the ethical requirements of the Republic of
Korea that are relevant to our audit of the consolidated financial statements and we have
fultilled our other ethical responsibilities in accordance with the ethical requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a

basis for our audit opinion.

Mexia Samduk is a ber of Nexia Int ional
Nexia International is a leading worldwide network of inde pendent accounting and consulfing firms, providing comprehensive portfolio of audit, accountancy, tax
and advisory services.




Emphasis of Matters

The reader of this report may need to draw attention to the matters explaned i Note 41 to
the consolidated financial statements. As a result of the spin-off dated on June 1, 2018, the
Group was separated into the surviving company; Hyosung Corporation that manages the
equities and investments of the subsidiaries, and newly established companies; Hyosung TNC
Corporation, Hyosung Corporation, Hyosung Advanced Materials Corporation and Hyosung
Chemical Corporation that operate business in textile and trading, heavy industries and
construction, industrial materials and chemical products, respectively. Accordingly, the
Group presented the performance of the discontinued operation as the separate line item 1n
the consolidated statements of profit or loss and restated the prior period’s separate

statement of profit or loss presented herein as comparative purpose.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance 1n our audit of the consolidated financial statements of the current period. These
matters were addressed 1n the context of our audit of the consolidated financial statements
as a whole, and in forming our opimion thereon, and we do not provide a separate opinion

on these matters.
(1) Accounting tor spin-off

As explained in the Note 41 to the consolidated financial statements, as a result of the spin-
off dated on June 1, 2018, the Group was separated into the surviving company Hyosung
Corporation and newly established companies Hyvosung TNC Corporation, Hyosung

Corporation, Hyosung Advanced Materials Corporation and Hyosung Chemical Corporation.

In accordance with Korean IFRS 2117, non-cash assets to be distributed to owners (“assets
distributed”) are measured at fair value and the differences between the carrying amount and
fair value of the assets distributed are recognized as a profit or loss of the current period. In
accordance with Korean IFRS 1105, the spin-off is required to be disclosed as a discontinued

operation.

For the fair value measurement of the assets distributed, critical assumptions and judgments
i respect tor future cash flow, long-term growth rate, profitability and discount rate applied
in cash flow discount model may be required mn the accounting for spin-off. Management
judgment 1s required as well in determining cash generating unit and establishing business

plan.



In terms of the fair value measurement on the newly established companies, the management

has adopted the following processes:

Determine assets and liabilities for the newly established companies Hyosung TNC
Corporation, Hyosung Corporation, Hyosung Advanced Materials Corporation and
Hyosung Chemical Corporation.

Determine the cash generating unit of the newly established companies and measures
the value-in-use by using the historical financial information and business plan.

Determine the fair value by considering other non-cash assets and liabilities.

We have determined this item as the key audit matters by considering significance of the

amounts, involved judgment and level of estimates.

We have determined whether the model applied for the fair value of assets distributed is

theoretically or mathematically appropriate, the assumption is appropriate, and the process

established by management to forecast the cash flow is approptiate.

In those regards, our key audit procedures are as follows:

2

Determine the reasonableness on the assumptions applied in the business plan based
on the understanding of the business plan of newly established companies and the
comparison with the historical business plan

Compare the budget and interim business plan approved by the Board of Directors
with annual business plan

Recalculate the value-in-use

Review the appropriateness of the key assumptions used in determining the value-in-
use, cash flow forecasts, long-term growth rate and discount rate by comparing our
understanding on the business outlook of cash generating unit with publicly available
information

Sensitivity analysis based on the accuracy of the historical forecasts

Review the appropriateness of financial statement disclosures

Accounting for step acquisition of associates” equity

The Group acquired the additional equities of the newly established companies; Hyosung

TNC Corporation, Hyosung Corporation, Hyosung Advanced Materials Corporation and

Hyosung Chemical Corporation on December 20, 2018. In this regard, financial assets

measured at fair value through other comprehensive income were reclassified into

mvestments in associates.



We have adopted the accounting for step acquisition of associates’ equity as the key audit

matter due to the following reasons;

Investments in subsidiaries and associates account for 19% of the total assets.

We have concluded that the step acquisition of associates’ equity is a critical sector that the
relevant transactions in the financial statements are material and have a significant impact in

organizing our audit strategy and assigning the audit works.

In those regards, we have performed the following audit procedures:
- Review the appropriateness of acquisition cost of investments in associates
- Review the key assumptions and inputs applied to the valuation report on purchase
price allocation of acquired investments in associates
- Review the appropriateness on recognition and measurement of gain from bargain

purchase

Other Matters
The consolidated financial statements of the Group for the year ended December 31, 2017
presented herein for comparative purpose were audited by Samil Pwe whose report dated on

February 26, 2018, expressed an unmodified opinton on those statements.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

Management 1s responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with Korean IFRSs, 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.

In preparing the consolidated financial statements, management s responsible for assessing
the Group’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management either
mntends to liquidate the Group or to cease operations or has no realistic alternative but to do

s0.

Those charged with governance are responsible for overseeing the Group’s financial reporting

process.



Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud ot error,
and to issue an auditot’s report that includes our opinion. Reasonable assurance is a high
level of assurance but is not a guarantee that an audit conducted in accordance with Korean
Standards on Auditing will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users

taken on the basis of these consolidated financial statements.

As part of an audit in accordance with Korean Standards on Auditing, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:
® Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

® Obtain an understanding of internal control relevant to the audit 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 Group’s internal control.

# Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

% Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going
concern.

. Evaluate the overall presentation, structure, and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.
. Obtain sufficient appropriate audit evidence regarding the financial information of the

entities or business activities within the Group to express an opinion on the consolidated



financial statements. We are responsible for the direction, supervision and performance of

the Group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant

deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,

and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters. We describe these matters in
our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably

be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Yong-

Woon Yun.

/%h‘ae »Dm%

February 28, 2019

Seoul, Korea

This audit report is effective as of the independent auditor’s report date. Accordingly, certain
material subsequent events or circumstances may have occurred during the period from the
auditors’ report date to the time this audit report is used. Such events and circumstances could
significantly affect the accompanying consolidated financial statements and may result in
modifications to this report.
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Hyosung Corporation and Subsidiaries

Consolidated Statements of Financial Position
As at December 31, 2018 and 2017

{In millions of Korean Won)

Notes 2018 2017
Assets
Current assets
Cash and cash equivalents 4.8,9.10 W 341,208 W 501,133
Trade and other receivables 4,7,8,11,20 464,296 2,013,670
Dhie from customers for contract work 4.8 3s2 140,355
Other hnancial assets 4,5.8.12 10,274 82,976
Other current assets 14 48,076 190,572
Inventorics 15 498,426 1,679,532
Current tax assets 16,740 22.330
1,379,400 4,630,981
Non-current assets
Long-term trade and other recervables 4,8, 11, 20 54,216 313.040
Property, plant and equipment 16 947,976 5,663,176
Investment property 17 145,644 550,217
Intangible assets 18 162,328 318,130
Investments m assocates 19, 20 1,242,027 117.238
Other inancial business assets 4,8,13 1,958,459 2,240,413
Other non-current financial assets 4,5,8,10,12 447,329 580,452
Oither non-current assets 14 38.235 65,686
Deferred tax assets 24 32,291 55,640
5,028,505 9,903,997
Total assets W 6,407,905 14,534,079
Liabilities
Current liabilities
Trade and other payables 4.8, 20,21 W 471,129 2,073,792
Due to customers for contract work 8,741 78,409
Borrowings 4,8, 22 1,571,441 4,916,997
Other inancial iabidites 4,5.8,12 161 4,088
Current tax labilities 28,109 83,601
Other current liabilitics 25 168,290 444,292
2,247,871 7,601,179
Non-current liabilities
Long-terimn trade and other payables 4,8, 20, 21 220,786 400,492
Long-term borrowings 4,8, 22 942,926 2,345,089
Post-employment benefit obligation 23 10,068 23.275
Deferred tax liabilities 24 273,052 174,324
Oither non-current fnancial hiabadities 4,5,8,12 39 593
Other non-current liabilities 25 11,015 126,744
1,457,887 3,070,518
Taotal liabilities 3,705,758 10,671.697
Equity
Equity attributable to owners of the Parent Company
Share capital 26 105,355 175,587
Share premium 451,188 130,826
Retained earnings 27 6,353,427 3,143,153
Other components of equity 12,24,28 {4,467,327) 203,950
2442642 3,633,516
Non-controlling interest 39 259,504 209,765
Total equity 2,702,147 3,863,282
Total iabilities and equity W 6,407,005 W 14,534,979

“The accompanying notes are an meepral part of the consolidated financial statements”™



Hyosung Corporation and Subsidiaries
Consolidated Statements of Profit or Loss
For the years ended December 31, 2018 and 2017

{In milhions of Korean Won, except earnings per share)

Notes 2018 2017
Revenue 6, 20, 29 2,991,006 W 2,692,847
Cost of sales 20,30 2,552,311 2,244,012
Gross profit 438,496 348,235
Selling and administranive expenses 30,31, 32 277,358 205,542
Research and development expenses 30 17.654 16,769
Operating profit f 143,483 35,924
Other income 33 23,835 13,167
Other expenses 33 (25,704) {30,272
Finance income 34 50,250 70,054
Finance expenses 34 (83.193) (95.028)
Share of profit of assoaates 19 458,563 7,491
Profit before income tax 785,029 257,935
Income tax benefit expense (benefit) 4 103,167 (85,353)
Profit for the year from continuing operation 681,862 343,288
Profit for the year from discontinued operation 41 2,961,909 210,151
Profit for the year 3,643,772 W (03,439
Profit acributable wo:
Owers of the Paren: Company 35 3,357,772 325,574
MNon-controlling interests 68,205 15,265
3,425,077 W 340,830
Earnings per share atwributable to the equity holders of the
Parent Company
Basic earmngs per share from contimung operation 35 18,541 ¥ 2,548
Basic earnmgs per share from discontmued operation 35 136,200 7,238

“The accompanying notes are an integral part of the consolidated financial statements™



Hyosung Corporation and Subsidiaries
Consolidated Statements of Comprehensive Income
For the years ended December 31, 2018 and 2017

{In mulhons of Korean Wor)

Notes 2018 2017
Profit for the year 3425977 W 340,839
Other comprehensive income
Items that will not be reclassified to profit or loss
Financial assets measured at fair value through other comprehensivie come 12,28 (94,024) -
Remeasurements of ner defined benefit liabihty 23 {1,327) 14,004
Share of remeasurements of net defined benefit liabilities of associates {#15) {7423
Items that may be subsequently reclassified to profit or loss
Change i the fair value of available-for-sale financial assets 12, 28 - 34114
Share of other comprehensive mcome of associates 19, 28 {6,278) 96
Exchange differences 28 18,452 (110,817
Other comprehensive income for the year, net of tax (83,591} (131,573)
Total comprehensive income for the year 3,342,385 W 200,266
Total comprehensive income for the year
Owners of the Parent Company 3,278,124 W 202,781
Non-controlling mterest 04,262 6,485
' 3342385 W7 200,266

“The accompanymg notes are an integral part of the consohdated financial statements™

-10 -



Hyosung Corporation and Subsidiaries
Consolidated Statements of Changes in Equity
For the years ended December 31, 2018 and 2017

{In millions of Korean Won)
Autributable 10 owners of the Parent Company
Onth N
Abate e Retairied Com;)oer:em Total Conu‘:;ing L0
Z - Earni s
Capihl Premium il of Equity Interest Equity

Balance at January 1, 2017 W 175,587 W 130826 W 2971857 W 340,939 W 3619209 W 222007 W 3841216
Total comprehensive income

Proht for the year - # 325574 . 325574 15,265 3401839

Remeasurements of net defined benefit habnbty - - 13,584 - 13,584 619 14,004

Shate of remeasurements ofnet defined benefit — i

ligbalities of associates ) ) 74 742

Change in fair value of avarlable-for-sale financial 4 - (33,040, (33,040 (174) (34.114)

assets .

SI:a:e.ofmhex comprehensive income of . ) % % . %

associates

Exchange differences on translation of foreign . . ) (1,591 (101,591) 9,226 Q16817)

o perations
Transactions with owenrs

Dividend - = (166,343) 2 (166,543) (20,130) (186473

Changes in other capital surplus - - . (149 (149 = (149

Onhers - £ (577 (1,405} (1,982) 1,403 (579
Balance at December 31, 2017 i 175587 W 130876 W 3143153 W 203,950 W 3653516 W 209765 W 3863283
Balance at January 1, 2018 W o17sseT W 13082 W 3143158 W 203,950 W 1653516 W 200765 W 3863282
Etfecy from change m accounhng policy - = 19,408 (42,7050 (23.237) (BRI} (23.837)
Total comprehensive income

Proft fr the year = = AT - RITTI2 68,205 3425977

Remeasurements of et defined beneht habibty = - (609 - (609 (718} (1,327}

Share of remeasurements of net dehned benefit ) . “ ) 13) . @15

liabalities of associates

Ganfloss) on valuaton of financeal assets
measured at fair value theough other - - - (93,460} (93,460 (304) (84,024}
comprehensive meome

Share of other comprehensive income of

i . . . (2,474) (2.474) (3,804} (6,278)
Excmge differences on wanshnon of foreign B i 17,300 17309 1143 18,452
aperatons

Transactions with owenrs
Capital Increase with consideraon 36,379 399.79 = 3 436,175 s 436,175
Divadend = - (164,343) - {166,343) (17,820 (184,167
Cithers capial adjustment = 2 - (787) (78T = (787}
Movements from spn-off (106,612 (79,434} - {4,549,448; {4,735.4%4) 2693 (4,732,800
Oithers - 3% 39 1 400
Er}eFl from change in ownership ratio on 208 288 1,204 1,492
subsidaries

Balance at December 31, 2018 W 105,355 W ___ 451188 W 6353427 W (4467327 W adzedz W 2500505 W 2702147

“The accompanying notes ae an mtegral part of the consolhidared financial statements”

-11 -



Hyosung Corporation and Subsidiaries
Consolidated Statements of Cash Flows
For the years ended December 31, 2018 and 2017

{In millions of Korean Won)

Notes 2018 2017
Cash flows from operating activities
Cash generated from operations 37 283,484 W 857417
Income taxes paid {79,599} {151,873}
Interest paid (105,049} (179,904)
Interest recerved 158,608 150,841
Dividend received 6,569 8,141
Net cash inflow from operating activities 264,012 684,622
Cash flows from investing activities
Proceeds from sales of other receivables 2,550 3,751
Proceeds from sales of other financial liabilities 39,465 100,125
Proceeds from sales oflong-term other receivables 98,808 101,855
Proceeds from sale of property, plant and equipment 10,252 7,136
Proceeds from sales of investment property - 56,419
Proceeds from sales ofintangible assets 502 1,670
Government grants received 3499 343
Proceeds from sale of investment in associates 2,032 724
Proceeds from sale of investment i subsidiaries {481} 497
Acquisition of other receivable (315 {29,791}
Acquisition of other financial assets (16,694} (119,546)
Acquisition of long-term other recervable (285,158) (183,009)
Acquisition of non-current financial assers {115,805} (191,920)
Acquisition of mvestment property, plant and equipment (358,104} (704,262)
Acquisition of mtangible assets (11,394} (11,626)
Acquisition of mvestments in associates (2,134} {700)
Acquisition of other non-current assets =70 (869
Net cash outflow from investing activities (633,505} (970,203)
Cash flows from financing activities
Proceeds from short-term horrowings 7,862,977 10,856,705
Proceeds from long-term borrowings and debentures 1,366,336 1,575,293
Government grants received 1,498 1,830
Repayment of short-term borrowings (6,692,982} (10,367,253)
Repayment of long-term borrowings and debentures (1,016,543} (1,525,308)
Dividends paid {184,163} (186,473}
Repayment of government grants (1,695} {1,850%
Proceeds from lon-term withholding deposits 10 15,670
Repayment of withholding deposits 11 .
Acqusition of treasury shares (787) -
Others (377} £
Cash outflows from spin-off (1,109,215} -
Net cash inflow from financing activities 225,069 368,615
Effects of exchange rate changes on cash and cash equivalents {15,500} {13,609}
Net increase(decrease) in cash and cash equivalents {159,924} 69,425
Cash and cash equivalents at the beginning of the year 501,133 431,707
Cash and cash equivalents at the end of the year 341,208 W 501,133

“The accompanying notes are an mtegral part of the consolidated financial statements”

=19



Hyosung Corporation and Subsidiaries
Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

1. General Information

Hyosung Corporation (the “Company”) and its subsidiaries (collectively referred to as the “Group”) were
established on November 3, 1966, and primarily manufactures and sells synthetic fiber products and electronic
products, and is engaged in construction, international trade and other related business activities. As a result of the
spin-off dated on June 1, 2018, the controlling company was separated into the surviving company; Hyosung
Corporation that manages the equities and investments of the subsidiaries, and newly established companies;
Hyosung TINC Corporation, Hyosung Corporation, Hyosung Advanced Materials Corporation and Hyosung
Chemical Corporation that operate business in textile and trading, heavy industries and construction, industrial
materials and chemical products, respectively.

As at December 31, 2018, the Company has plants in Anyang and ect. In addition, the Group has subsidiaries and
branches all over the countries in the United States, Europe and Asta.

As at December 31, 2018, the shareholders of the Group are as follows:

{In number of shares and percentage)

Shareholders Number of Shares Percentage of ownership(%o)
Cho Seok-Rae 1,986,333 9.43
Cho Hyun-Joon 4,623,736 21.94
Cho Hyun-Sang 4,513,596 21.42
Song Kwang-Ja 101,387 0.48
Cho Yang-Rac and others 11,915 0.06
Others 9.093,857 43.10
Treasury stocks 740,201 3.51
Total 21,071,025 100

s



Hyosung Corporation and Subsidiaries
Notes to the Consolidated Financial Statements

D

ecember 31, 2018 and 2017

1-1 Consolidated Subsidiaries

Details of the consolidated subsidiaries as at December 31, 2018 are as follows:

e — Percentage of ; Reporti - ;
Subsidiaries e Location PRERE Main business
ownership(%s) month
Hyosung Good Springs Co., Ltd. 100 Korea December  Liquid Pump Manufacturing
Photovolt 7 il
Taean Solar Farm Co., Ltd. 100 Korea December ST PRI B
business
Hyosung Investment & Development Co., Lid. 58.75 Korea December  Property leasing
Gongdeok Case Development Co., Ltd. 73.33 Korea December  Property leasing
Pohang New & Renewable Energy Co., Litd. 100 Korea December  Power Plant Engineering
International logistic Iy
Hyosung Transworld Co., Ltd. 100 Korea December | o OBRHEE SUPPYY
: business
Hyosung T & 5§ Co., Lid. 54.02 Korea December  ATM manufacturing
ITM Plus 53.11 Korea December  CD VAN business
NEC MS Mfg. Co., Ld. 100 Korea December  ATM cash transportation
ATM machine maintenance,
N. Tech Co., Ltd. 100 Korea December Mt 8 s
interior
Hyosung FMS Co., Lid. 100 Korea December  Electronic payment agency
EMK Corporation 100 Korea December  Automobile sales and mamntenance
Al re Inv Land Chip Private Real E:
e &csmjent‘ - e 100 Korea December  Real Estate Services
Investment Trust No. 39
; Faciliti tal and nstallment
Hyosung Capital 97.49 Korea December oo o anc HSHTHER
i financing
H Capital Co., Ltd. Twenty-one Securitizats .
}fosfung i . P IR 0.49 Korea December  Other
Specialty Co., Led. (* 1)
Hy Capital Secondary Securitization Specialty Co.,
}ostmg e 0.49 Korea December  Other
Ltd. (*1)
HS Corporation First-class Led. (*1) - Korea December  Other
HYOSUNG SUMIDEN STEEL ;
CORD(NANJING)CO.LTD. 100 China December  Manufacture and sale of steel cord
(i i ; . Manufacty d sales of fnancial
Hyosung Fiancial System (Huizhou) Co. LTD 100 China December il © - anl .
automanon equpment
Hyosung USA Inc. 100 UsA December  Tire reinforcement production
B “HO ¢ é fi
Hyosung Participacoes Brasd LTDA Loo Brazil December I.Oqu"t.mﬂ i s.lales B
reinforcing materials
HICO America Sales & Tech. 100 [JSA December  General trade business
PT. HYOSUNG JAKARTA 99.9 Indonesia December  General trade business
Hyosung Holdings USA, Inc. 100 USA December  US holding company
Hyosung Mexico 5. de R.L.de C.V. 100 Mexico December  Leasing husiness
Manutacture ; le of
GST Safety Textiles Mexico S. de R L. de C.V 100 Sedes  Desmber o el sisofahsgy
cushion and fabric
Sales i al ance of ATM
Nautilus Hyosung America Inc. 100 I3A December = _dl S moioAtEyg
machmes
Hyosung RUS 100 Russia December  ATM sales
Hyosung Resource (Australia) PTY Lid. 100 Australia December  Mine development
Luck Faith Investment Lid. (*1) - Hong Kong  December  Other
Central Trade Investment Led (*1) - Hong Kong  December  Other
Hyosung (HLIC) LIMITED 100 Hong Kong  December  General trade business
) Production and sales of tire
Hyosung SRL 100 Romania December FOSHEnoT o

reinforcing materials

(*1): The Group’s owns s less than 50% of voting rights. However, the Group has ability to matersally impact the

returns of the investees and is exposed to variable returns of the mvestees. Accordingly, the Group is considered

to have substantive power over the entities.

P o



Hyosung Corporation and Subsidiaries

Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

1-2  Summary of Financial Information on Consolidated Subsidiaries

Summary of financial mformation of material subsidiaries as at and for the years ended December 31, 2018 and

2017 are as follows:
{In mullions of Korean won)

2018
Total
s . Profit(loss .
Asset Liabilicy Equity Revenue Sl comprehensive
for the year .
income(loss)
Hyosung Capital Co.. Led. (*1) W 2399351 W 1995943 W 403408 W 202908 W 22979 W 21,772
Hyosung T & 8 Co., Lid. (*1) 625,243 319,992 305,251 725,038 25,905 22,113
Hyosung USA Inc. 263,487 155,343 108,144 648,884 11,732 15,930
Hyosung Holdings USA 215,636 136,908 78,728 133.834 {6,491) (5.964)
Hyosung Good Springs Co., Ltd. 204,372 133,440 70,932 213.208 3,890 3,261
Alternative Investment Land Chip Private Real
191,939 159,948 31,991 A5 1,967 1,967
Estate Investment Trust No. 39 o w e : A
Gongdeok Kyeongwoo Development Co., Lid. 185,239 213,269 (28,0309 13,760 (8.521) (8,521)
HICO America Sales & Tech. 146,728 102,710 44,009 241,138 10,283 11,614
FMEK Corporation 123,137 96,011 27,126 238,551 5,590 5,648
Hyosung Transworld Co., Lid. 41,066 30,881 10,185 191.844 3,605 3,626
(In millions of Kotean won)
2017
Total
Profi
Asset Liability Equity Revenue ke comprehensive
for the year .
incomef{loss)
Hyosung Capital Co., Ld. (*1) ¥ 2705369 W 2303396 W 401973 W 222286 W 26532 W 14,910
Hyosung T & S Co., Ltd. (*1) 608,172 324,480 283,080 605,005 7,056 1,072
Hyosung USA Inc. 215,440 123,226 92,214 567574 8,031 (3,287)
Hyosung Good Springs Co., Lid. 207,372 139,620 67,752 250,705 129 256
HICO America Sales & Tech. 196,925 164.530 32,395 216,263 5178 1.480
Alternative Investment Land Chip Private Real =
191,941 159,950 31,991 0 1,943 1,943
Estate Investment Trust No. 39 4 59,950 31,22 5087 243 i
Gongdeok Case Development Co., Lid. 182,521 202,030 {19,509 4,539 (18,246) (18,206)
Hyosung Holdings USA 181,765 09,976 81,789 115,648 (6,182) (8.556)
FMIS Corporation 110,229 88,751 21,478 293,161 5.833 5,726
Hyosung Transworld Co., Lid. 39,051 28,992 10,059 187.536 3,337 3,424

(*1): Consolidated financial information basis

1-3 Changes in Scope for Consolidation

(1) Subsidiaries newly included in the consolidation for the year ended December 31, 2018, are as follows:
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Subsidiary Description
Hyosung Capital SPC 16th Newly acquired
Green Power 5th LLC Newly acquired
Best Red, Ltd Newly acquired
Best Blue, Ltd Newly acquired
Best Purple. Ltd Newly acquired
Grand 5th Co., Ltd. Newly acquired
Grand 6th Co., Ltd. Newly acquired
Grand 7th Co., Ltd. Newly acquired
Pro Best Kingdom 1sts Co., Ltd. Newly acquired
Green Power 8th LLC Newly acquired
Green Plan Energy Ltd. Newly acquired
HYOSUNG INDIA Pvi Ltd Establishment
Hyosung Vina Chemical Co., Lid. Establishment

(2) Subsidiaries excluded from the consolidation for the year ended December 31, 2018, are as follows:

Subsidiary Description
Saebitsum Co. Spin-off
Hyosung Spandex (Jiaxing) Co., Ltd. Spin-off
Hyosung Spandex (GuangDong) Co., Ltd. Spin-off
Hyosung Spandex (Zhuhai) Co., Ltd. Spin-off
Hyosung Chemical Fiber (Jiaxing) Co., Ltd. Spin-off
Hyosung Chemicals (jraxing) Co.Ltd. Spin-off
Hyosung Steel Cord (Qingdao) Co., Ltd. Spin-off
Nantong Hyosung Transformer Co., Ltd. Spin-off
Hyosung spandex (Quzhou) Spin-off
Hyosung NEW Material & High Technology (Quzhou) Spin-off
Hyosung Istanbul TEKSTIL LTD.STI Spmn-off
Global Safety Textiles GmbH Spin-off
GST Safety Textiles RO S.R.L. Spin-off
GST Automotive Safety UK Limuted Spin-off
Global Safety Textiles .S, Holdings, Inc. Spin-off
GST Automotive Safety Components International LLC Spin-off
Global Satety Textiles 1L1L.C Spin-off
GST Automotive Safety Components International LLC S.A.D.C.V Spin-off
GST China Investment Limited Spin-off
GST Automotive Safety South Africa (Proprictary) Limited Spin-off
GST Automotive Safety (Changshu) Co. Ltd Spin-off
GST Automotive Safety Poland Sp.z.00 Spin-off
GST Automotive Safety RO S.R.L. Spin-off
Hyosung Luxembourg S.A Spin-off
Hyosung Vietnam Co., Ltd. Spin-off
Hyosung DongNai Co., LTD Spin-off
HYOSUNG T & D INDIA Pvt Litd Spin-off
HYOSUNG INDIA Pyt Ltd Spin-off
HYOSUNG BRASIL INDUSTRIAL E COMERCIO DE FIBRASLTDA.  Spin-off
Hyosung International Trade (Jiaxing) Co., Ltd. Spin-off
Hyosung International (1K) Ltd. Spin-off
Hyosung Japan Co., Ltd. Spin-off
Hyosung (Taiwan) Corporation Spin-off
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Hyosung Singapore PTE Ltd. Spin-off
Hyosung Burope SRL Spin-off
Zhangjiagang Xiaosha Coil Service Co., Ltd. Spin-off
Hyosung Corporation India Private Limited. Spin-oft
Hyosung South Africa (PTY) LTD. Spin-off
CONSORCIO HYOSUNG-VIMAC, S.A. Spin-off
Hyosung Capital's 18th Securitization Specialty Co., Ltd. Liquidation
Hyosung Capital's 20th Securitization Specialty Co., Ltd. Liquidation
Hyosung Capital's 21st Securitization Specialty Co., Ltd. Liquidation
Hyosung Capital's 22nd Securitization Specialty Co., Ltd. Liguidation
Hyosung Capital's 23rd Securitization Specialty Co., Ltd. Liquidation
Hyosung Caprtal's 24th Securitization Specialty Co., Lid. Liquidation
HSCS's 1st, Ltd Liquidation
HSCS's 3rd, Ltd Liquidation
Baoding Hyosung Tianwei Transformer Co., Ltd. Disposal
Green Power Zeoche, Ltd. Disposal
Best Red, Ltd. Disposal
Best Blue, Ltd. Dispasal
Best Purple, Ltd. Disposal
Grand Zeocha Co., Ltd. Disposal
Grand Meat Tea Co., Ltd. Disposal
Grand Seventh Co., Ltd. Disposal
Pro Best Kingdom First Co., Ltd. Disposal
Green Power Disposal
Green Plan Energy LTD Disposal

2. Significant Accounting Policies

The principal accounting policies applied in the preparation of these consolidated financial statements are set out

below. These policies have been consistently applied to all the years presented, unless otherwise stated.
2.1 Basis of Preparation

The Group maintains its accounting records in Korean won and prepares statutory financial statements in the
Korean language (Hangul) in accordance with International Financial Reporting Standards as adopted by the
Republic of Korea (“Korean IFRS”). The accompanying consolidated financial statements have been condensed,

restructured and translated into English from the Korean language financial statements.

The preparation of financial statements requires the use of certain critical accounting estimates. Management also
needs to exercise judgment in applying the Group’s accounting policies. The areas involving a higher degree of
judgment or complexity, or areas where assumptions and estimates are significant to the consolidated financial

statements are disclosed n Note 3.
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2.2 Changes in Accounting Policy and Disclosure
(1) New and amended standards and interpretations adopted by the Group

The Group has applied the following new and amended standards and interpretations for the first time for their

annual reporting period commencing January 1, 2018.

- Amendments to Korean IFRS 1028 Investments in Associates and Joint Ventures

The amendment clarifies that the investment stake held by Venture Capital Investment Company, Mutual Fund,
etc., can be evaluated, respectively if the nvestment stakes are evaluated as fair value mstead of equity method.
As the Group does not apply to the venture capital investment organization and does not apply the above

exemption regulation, the amendments do not have a material effect on the financial statements.

- Amendment to Korean IFRS 1040 Transfers of Investment Property
Paragraph 57 of Korean IFRS 1040 clarifies that a transfer to, or from, investment property, including property
under construction, can only be made if there has been a change in use that is supported by evidence, and provides

a list of circumstances as examples. The amendments do not have a material effect on the financial statements.

- Amendments to Korean IFRS 1102 Share-based Payment

Amendments to Korean IFRS 1102 clarify accounting for a modification to the terms and conditions of a share-
based payment that changes the classification of the transaction from cash- settled to equity-settled. Amendments
also clarify that the measurement approach should treat the terms and conditions of a cash-settled award in the

same way as for an equity-settled award. The amendments do not have a material effect on the financial statements.

- Enactments of Interpretation 2122 Foreign Currency Transaction and Advance Consideration

According to the enactment, the date of the transaction for the purpose of determining the exchange rate to use
on initial recognition of the related asset, expense or income (or part of it) is the date on which an entity initially
recognizes the non-monetary asset or non-monetary liability arising from the payment or receipt of advance
consideration. If there are multiple payments or receipts in advance, the entity shall determine a date of the
transaction for each payment or receipt of advance consideration. The enactments do not have a material effect

on the financial statements.

- Amendments to Korean IFRS 1104 Insurance Contracts

According to the temporary exemption provision of the amendments, the Group may adopt Korean IFRS 1039
mnstead ot applying Korean IFRS 1109 betore the period commencing January 1, 2021 under certain conditions
including the case where insuret’s activities are mostly related to the insurance and etc. The amendments do not

have a material effect on the financial statements.
- Amendments to Korean IFRS 1109 Financial Instruments

The Group has applied Korean TFRS 1109 Financial Instruments from the period commencing on January 1,
2018; the date of initial application. In accordance with the transitional provision in Korean IFRS 1109, the

financial statements presented herein for the comparative purpose has not been restated. The difference between
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the carrying amount before the adoption of Korean IFRS 1109 and the carrying amount under Korean IFRS 1109
has been recognized as the retained earnings (or equity) at January 1, 2018.

At the date of mitial application (January 1, 2018), the details of classification and measurement of financial assets

and liabilities in accordance with Korean IFRS 1109 and 1039 are as follows;

{In millions of Korean Won)

Category Carrying amounts
Additional
impairment
Korean IFRS Eorean IFRS Korean IFRS provision in Korean IFRS
1039 1109 1039 accordance 1109
with Korean
IFRS 1109
. Avalable-for-sale Financial asser
Rt stck financial assets measured at FVOCI Tisaea 185343
; Available-for-sale Financial asset
L k 2072 - 2072
Ll financial assets measured at FVPL 07 07

PEre— Financial asset
Non-listed stock Eslmli - measured at 50,554 - 51,288
AR FYOCI*)

-hsted stoc ilable-for-sal mancial asset

o Avadable-for-sale Financial as

Nondisted stock fi . measured at L ,()- ! 242 460
nancial assets red al 239 627

FYPL{*2)
Financial asset
Denvative mstrument contrack Dervative assets measured at 23,415 - 19,940
FVPL{*2)
A Financial asset
Loans Loan and recervables 123,874 - 123,874

measured at AC

Financial ass

Deposits Loan and receivables e gt 218,381 5 218,381
measured at AC
Fi 1al asset

Cash and cash equivalents Loan and recervables P e & 501,133 E 501,133
measured at AC

Financial asset
Trade and other receivables  Laan and receivables i 1,984,460 (468) 1,983,992
measured at AC

Financial instrument Loan and receivables Eniketl ot 162,415 . 162,415
measured at AC

Financial asset

Other financial assets Loan and receivables N 2240413 (27.330) 2.213,083
measured at AC
Financial liabilities Financial liability .
T sables s ! 2,472,060 : 2,472,060
RS BT S measured at AC measured at AC A 72,000
Fi 1al liabili
Trade and other payables Other financial liabilities franety 1 Sy 2,224 4 2,224

measured at AC

Financial lability

Denvative mstrument contract  Denivative habiliies B 4,681 - 4,681
measured at FVIPL
Financial liabilities Financial libility .
Bensoopaidboumns, i ines inancial lizbility 6,571,460 : 6,571,460
measured at AC measured at AC
Fi tal liability
Borrowings and debentures Other financial liabilities HIRERE ety 690,626 a 690,626

measured at AC

{(*1): The Group has recognized a gain of KRW 734 million from a valuation of non-listed company stock on a
fair value basis.
(*2): The Group has recognized a gain of KRW 634 million from a valuation of invested capital fund on a fair

value basis.
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- Amendments to Korean IFRS 1115 Revenue from Contracts with Customers

The Group has applied Korean IFRS 1115, Revenue from Contracts with Customers, for the first time for their
annual reporting period commencing January 1, 2018. In accordance with the transitional provisions in Korean
IFRS 1115, comparative figures have not been restated. The cumulative effect from the first adoption has been
retrospectively applied to the retained earnings (or equity) at January 1, 2018.

The application of Korean IFRS 1115 has the following impact on the consolidated financial statements.

1) 'The tollowing adjustments were made to the consolidated statements of financial position at the date of mitial
application (January 1, 2018):

(In millions of Korean Won)

i R s
Other current assets W 190,579 W (4.876) W 185,703
Inventories 1,679,932 (1,973) 1,677,959
Deferred tax liabilities 174,324 (1,530) 172,794
Retained earnings 3,143,153 (5,319 3,137,834

2} The line items in the consolidated statements of comprehensive income affected by the adoption of Korean
IFRS 1115 are as follows:

(In millions of Korean Won}

December 31,2017 . January 1, 2018
(Unadjusted) i e (Adjusted)
Revenue W 3,015,782 W (24,776) W 2,991,006
Cost of sales 2,550,948 1,563 2,552,511
Selling and administrative expenses 301,779 (24,421) 277,358
Income tax expense 103,276 (109} 103,167
Profit for the period from continung operation 464,454 (387) 464,067

(2) New and amended standards not vet adopted

New accounting standards and interpretations that have been published that are not mandatory for the reporting

period and have not been early adopted by the Group are set out below.
- Korean IFRS 1116 Leases

Korean IFRS 1116 Leases issued on May 22, 2017 1s effective for the annual period commencing on or after
January 1, 2019. This standard will replace Korean IFRS 1017 Leases. The Group will adopt Korean IFRS 1116

from the period commencing on January 1, 2019.

Alessee is required to recognize alease asset and liability for the underlying leased assets that has a lease term of
12 months or more and are not low value under the new standard adopting single-lessee accounting model. A
<3
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lease 1s required to recognize its right to use the underlying leased assets and a lease lability representing its
obligation to make lease payments.

The Group s analyzing a financial impact on the financial statements for the year of 2019 based on the available
informarion as at December 31, 2018. However, it is difficult to provide reasonable estimates of financial effects

until the analyses 1s complete.
- Amendments to Korean IFRS 1109 Financial Instrument

In accordance with the amendments, it 1s a qualifying financial asset that meet the contractual cash flow regardless
of the events or circumstances resulting in early liquidation of the contract and whether the parties are
compensated or provide reasonable compensation on eatly liquidation. The amendment is effective for the annual
period commencing on or after January 1, 2019 and early adoption is permitted. The Group is analyzing a financial

impact on the financial statements as at December 31, 2018.
- Amendments to Korean IFRS 1019 Employee Benefits

The amendments require that an entity shall calculate current service cost and net interest for the remainder of
the reporting period after a plan amendment, curtailment or settlement based on updated actuarial assumptions
from the date of the change. The Group is analyzing a financial impact on the financial statements as at December
31, 2018.

- Amendments to Korean IFRS 1028 Investments in Associates and Jomt Ventures

The amendments clarify that an entity shall apply Korean IFRS 1109 to financial instruments in an associate or
joint venture to which the equity method is not applied. These include long-term interests that, in substance, form
part of the entity’s net investment in an associate or joint venture. These amendments will be applied for annual
periods beginning on or after January 1, 2019, with early adoption permitted. In accordance with the transitional
provisions in Korean IFRS 1109, the restatement of the comparative information is not required and the
cumulative effects of nitially applying the amendments retrospectively should be recognized in the beginning
balance of retained earnings (or other components of equity, as appropriate) at the date of initial application. The

Group 18 analyzing a financial impact on the financial statements as at December 31, 2018.
- Enactment to Interpretation of Korean IFRS 2123 Uncertainty over Income Tax Treatments

The Interpretation explains how to recognize and measure deferred and current income tax assets and liabilities
where there is uncertainty over a tax treatment, and includes guidance on how to determine whether each uncertain
tax treatment is considered separately or together. It also presents examples of circumstances where a judgement
or estimate 18 required to be reassessed. This interpretation will be applied for annual periods beginning on or
after January 1, 2019 and early adoption is permitted. The Group is analyzing a financial impact on the financial

statements as at December 31, 2018.

- Annual Improvements to Korean IFRS 2015 — 2017 Cycle
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In respect for Korean IFRS 1103 Busmess Combination, the amendment clarifies that when a party to a joint
arrangement obtains control of a business that is a joint operation and had rights to the assets and obligations for
the liabilities relating to that joint operation immediately before the acquisition date, the transaction is a business
combmation achieved i stages. Korean IFRS 1111 Joint Agreements, IFRS 1012 Income Tax and 1023
Borrowing Costs have been amended. The Group is analyzing a financial impact on the financial statements as at
December 31, 2018.

(3) Financial impact resulting from the newly adopted standards or interpretations

1) 'The details of financial impacts on the consolidated financial statements resulting from the newly adopted

standards or interpretations are as follows;

(Summarized statement of financial position)

{In millions of Korean Won)

January 1, 2018
Unadjusted Adjustments Adjusted
Current assets W 4,630,981 W (8,317) W 4,622,664
Non-current assets 9,903,997 (26,230) 9,877,767
Total assets 14,534,979 (34,547) 14,500,432
Current liabilities 7,601,179 - 7,601,179
Non-current liabilities 3,070,518 (10,710) 3,059,808
Total liabilities 10,671,697 (10,710) 10,660,987
Total equity 3,863,282 (23.837) 3,839,445

2) The details of financial impact on each equity component resulting from changes in accounting policy as at
the date of initial recognition are as follows;
(In millions of Korean Won)
January 1, 2018

) Other Non-
Retained :
. components of controlling
earnings . ;
equity mterests
Balance at December 31, 2017 W 3,143,153 W 203,950 W 209,765
Korean IFRS 1109 1st adoption
Effect from classification & measurement (26,927) 3 (792)
Effect of Impairment loss 506,246 (56,246) -
Income tax effect {4.531) 13,538 192
Sub-total 24,788 (42,705) (600)
Korean IFRS 1115 1st adoption
Capitalization of contract cost {6,850 . -
Income tax effect 1,530 - -
Sub-total (5.320) - -
January 1, 2018 (Initiative date) W 3,162,621 W 161,245 W 209,165
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2,2 Consolidation

The Group has prepared the consolidated financial statements in accordance with Korean IFRS 1110

Consolidated Financial Statements.

(1) Subsidiaries

Subsidiaries are all entities over which the Group has control. The Group controls the corresponding investee
when it s exposed, or has rights, to variable returns from its involvement with the investee and has the ability to
aftect those returns through its power over the mvestee. The consolidation of a subsidiary begins from the date
the Group obtains control of a subsidiary and ceases when the Group loses control of the subsidiary.

The Group applies the acquisition method to account for business combinations. The consideration transterred
is measured at the fair values of the assets transferred, and identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are initially measured at their fair values at the acquisition date. The
Group recognizes any non-controlling interest in the acquiree on an acquisition-by-acquisition basis in the event
of liquidation, either at fair value or at the non-controlling interest’s proportionate share of the recognized
amounts of acquiree’s identifiable net assets. All other non-controlling interests are measured at their acquisition-
date fair values, unless another measurement basis is required by Korean IFRSs. Acquisition-related costs are

expensed as incurred.

Goodwill is recognized as the excess of the aggregate of the consideration transferred, the amount of any non-
controllmg mnterest in the acquiree, and the acquisition-date fair value of the acquirer’s previously held equity
interest in the acquiree over the identitiable net assets acquired. If this consideration is lower than the fair value

of the net assets of the subsidiary acquired, the difference is recognized in profit or loss.

Balances of receivables and pavables, income and expenses and unrealized gains on transactions between the
Group subsidiaries are eliminated. Accounting policies of subsidiaries have been changed where necessary to

ensure consistency with the policies adopted by the Group.

(2) Associates

Associates are all entities over which the Group has significant influence, and investments in associates are initially
recognized at acquisition cost using the equity method. Unrealized gains on transactions between the Group and
its assoctates are eliminated to the extent of the Group’s interest in the associates. If there is any objective evidence
that the investment in the associate 1s mmpaired, the Group recognizes the difference between the recoverable

amount of the associate and its book value as impairment loss.
2.3 Segment Reporting
Information of each segment is reported in a manner consistent with the internal reporting provided to the chief

operating decision-maker (Note 5). The chief operating decision-maker 1s responsible for allocating resources and

assessing performance of the operating segments.
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2.4 Foreign Currency Translation
(1) Functional and presentation currency

Items included in the consolidated financial statements are measured using the currency of the primary economic
environment in which each entity operates (the “functional currency”). The consolidated financial statements are

presented i Korean won, which 15 the Group’s functional and presentation currency.
(2) Foreign currency transaction and balances at the end of reporting period

Foreign currency transactions are translated into the functional currency using the exchange rates at the dates of
the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from
the translation of monetary assets and liabilities denominated in foreign currencies at year end exchange rates are

generally recognized in profit or loss.
2.5 Financial Assets
(1) Financial assets

The financial assets are recognized in the consolidated statement of financial position only when the Group is
eligible for the contracting parties and the regular way acquisition or sales are recognized at the transaction date
or settlement date. The financial assets are classified to financial assets measured at fair value through profit or
loss (“FVPL”) , financial assets measured at fair value through other comprehensive income (“FVOCI”) and
financial assets at amortized cost (“AC”) depending on the entity’s business model for managing the tinancial

assets and the contractual terms of the cash flows.

The financial assets are measured at fair value at initial recognition and the transaction cost directly incurred in
relation to the acquisition is added to the fair value at the initial recognition otherwise it falls under the financial

assets measured at FVPL,
1) Financial assets measured at FVPL

The following financial assets are classified to financial assets measured at FVPL.
- Financial assets held for short-term trading
- Financial assets designated to financial assets measured at FVPL

- Financial assets that are not measured at FVOCI or AC

The Group may designate certain financial assets upon initial recognition as at fair value through profit or loss
when it eliminates or significantly reduces a measurement or recognition inconsistency that would otherwise arise

from measuring assets or liabilities or recognizing the gains and losses on them on different bases.

After initial recognition, a financial asset at fair value through profit or loss 15 measured at fair value and gains or

losses arising from a change in the fair value are recognized in profit or loss. Interest income, dividend income,

)
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and gams or losses from sale and repayment from fmancial assets at fair value through profit or loss are recognized
in the statement of comprehensive income as net gains on financial instruments at fair value through profit or

loss.

2) Financial assets measured at FVOCI

Debt instruments that are held for collection of contractual cash flows and for selling the financial assets, where
the assets’ cash flows represent solely payments of principal and equity instruments that

The following financial assets are measured at FVOCI:
- Debt instruments that are held for collection of contractual cash flows and for selling the financial assets,
where the assets’ cash flows represent solely payments of principal
- Equity instruments that are not held for short-term trade and designed to financial assets measured at
FVOCI
The financial assets under this category are measured at fair value after initial recognition. Movements in the
carrying amount are taken through other comprehensive income, except for the recognition of impairment loss
(and reversal of impairment loss), mterest income and foreign exchange gains and losses which are recognized in

profit or loss.

When the financial asset under this category is disposed, the cumulative gain or loss previously recognized in other
comprehensive income is reclassified from equity to profit or loss. However, the cumulative gam or loss incurred

from equity instruments designed to this category is not reclassified to profit or loss.

Fair value of the financial assets under this category presented in foreign currency is measured at the foreign
currency and translated by using the exchange rate at the end of the reporting period. Fair value movement
resulting from foreign exchange ditference due to the changes in amortized costs is recognized as profit or loss

of the period and other movement is recognized as an element of equity.

3) Fimancial assets measured at AC

Financial Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortized cost. A gain or loss on a debt nvestment that is
subsequently measured at amortized cost and interest income is calculated by using the effective interest rate
method.

4) Derecognition of financial assets

Financial assets are derecognized when the rights to receive cash flows from the financial assets have expired or
have been transferred and the Group has transferred substantially all the risks and rewards of ownership. If a
transfer does not result in derecognition because the Group has retained substantially all the risks and rewards of
ownership of the transferred asset, the Group continues to recognize the transferred asset in its entirety and

recognizes a financial liability for the consideration received.
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(2) Expected credit losses of financial assets (debt instruments)

Expected credit losses (“ECL”) applies to financial assets measured at AC or measured at FVOCI except for fair
value through profit or loss at the end of each reporting period. The method on measurement of impairment loss
allowance depends on whether the credit risk has significantly increased or not. As presented in the following
table, the Group recognizes 12-month expected credit losses in profit or loss or lifetime expected losses depending

on whether there s a significant increase in credit risk after mitial recognition.

Stage Impairment loss allowance
12-month expected credit losses: expected credit losses that
Stage 1 1\’? signiﬁcant_increase in credit risk after result from those default events on the financial instrument
initial recognition(*1) that are possible within 12 months after the
reporting date
Stage 2 Significant increase in credit risk after initialrecognition  Lifetime expected credit losses: expected credit losses that
Stage 3 Credit-impaired result from all possible

(*1): No significant increase m credit risk is regarded in case where the credit risk is low at the end of the reporting

period.

The asset that is credit-impaired at initial recognition would recognize all changes in lifetime expected credit losses

since the initial recognition as a loss allowance.

For trade receivables, contract assets and lease receivable, the Group applies the practical expedient to provide for

expected credit losses, which requires the use of the lifetime expected loss allowance.

Expected credit loss is a probability weighted value of a range of possible outcomes and measured by using the
time value of money, historical events and available information at the end of the reporting period without undue

cost or effort to predict future economic circumstance.
(3) Financial liabilities

Financial liabilities are recognized in the consolidated statement of financial position only when the Group is a
party of financial mstrument contract and classified as financial liabilities measured at FVPL or other financial
liabilities. The financial liabilities are measured at fair value at initial recognition and the transaction cost directly
incurred in relation to the transaction is deducted from the fair value at the mnitial recognition otherwise it falls
under the financial liabilities measured at FVPL (“FVPL”).

1) Financial liabilities measured at FVPL
Financial liabilities measured at FVPL includes the financial liabilities designated to financial liabilities measured
at FVPL at mitial recognition. After initial recognition, financial liabilities are measured at fair value and gains or
losses arising from a change in the fair value are recognized i profit or loss. The transaction costs are recognized
as profit or loss of the period as incurred.

2) Financial liabilities not subject to fair value through profit or loss
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Financial liabilities that are not classified as fair value through profit or loss are measured at amortized costs by
using the effective interest rate method after the initial recognition except for the following financial liabilities.

The financial liabilities that the transfer does not qualify for derecognition or the continuing involvement approach
i3 applicable are measured to the extent of net carrying amount of the transferred assets and liabilities. The financial
liabilities are measure to the extent where the net carrying amount of the transferred assets and relevant liabilities

1s equivalent to the ndependently measured fair value on rnight and obligation of transferor.

Financial guarantee liabilities (except for the transfer of financial assets that are not qualifying for derecognition
or financial liabilities that the continuing involvement approach is applicable) and commitments to provide a loan
at a below-marker interest rate are measured at the higher of the expected credit loss allowance or the amount
initially recognized less the cumulative amount of income.

3) Derecognition of financial liabilities
The financial liabilities (or a part of financial liabilities) are derecognized in the consolidated statement of financial
position only when it is extinguished. The initially recognized financial liabilities are derecognized and financial
liabilities are newly recognized when the existing debtor or creditor exchanges the debt nstrument with
substantially non-equivalent condition, or the terms of the existing financial liabilities are substantially changed.
The difference between the carrying amount and the consideration resulting from the financial liabilities
extinguished or transferred to third parties 1s recognized as profit or loss of the period.

4) Net-off of financial assets and liabilities

The Group nets off the financial assets and liabilities and presents the net amount in the consolidated statement

of financial position when the Group hold a right for net-off and has an intention to settle down the net amount.
5) Classification of liabilities and equities

The debt instrument and equity instrument have been classified to the liabilities or equities based on the substance

of the contract or the definition of financial liabilities or equity instrument.
(6) Derivative instruments

Derivatives are initially recognized at fair value on the ate when a derivative contract is entered into and are

subsequently remeasured at their fair value at the end of each reporting period.
1) Embedded derivative instruments

a.  Hybrid contract with a host that is financial assets

s
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Financial assets including embedded derivative instruments are classified based on the whole hybrid contract and
the embedded derivative instruments are not separately recognized. The relevant whole hybrid contract i3

considered when determining whether the contractual cash flows solely consist of principals and interests.
b.  Other hybrid contract (Hybrid contact with a host that is not financial assets)

Embedded derivative mstruments that meet the following conditions are separated from the host contract and
recognized as stand-alone derivative instruments.
- Derivative mstruments do not bear economic characteristics and risks of the host contract
- Separate financial mstrument that 1s under same condition with the embedded dertvative instrument does
meet the definition of dertvative instrument

- Changes in fair value of hybrid contract is not recognized as profit or loss of the period
2) Hedge accounting

The Group has applied fair value hedge accounting for the risk hedge resulting from assets or liabilities recognized
due to specific risk or fair value change for whole or part of unrecognized firm commitment. The Group has
applied cash flow hedge accounting for the risk hedge resulting from assets or liabilities recognized due to specific

risk or changes in cash flows that are highly probable to occur.

The Group has documented hedging relationships, risk management purpose, risk management strategy and effect
of risk management. The effect of risk management represents an effect that the changes in fair value of derivation

instrument and cash flow offsets the risk of change in the fair value or cash flow of risk management objective.
3) Fair value hedge

Fair value change for a derivative instrument that is designated to be the hedged item and qualities the requirement
of fair value hedge accounting is recognized as profit or loss of the period. However, in case where the hedge
objective 1s equity instruments and the Group has selected to present the changes in fair value as other
comprehensive income, the profit or loss of hedge objective resulting from the profit or loss of hedged item and
hedge objective’s risk is recognized as other comprehensive income. Fair value hedge is ceased when the hedged
item is extinguished or disposed or exercised, or the hedged item does not qualify the requirement of fair value
hedge accounting. The adjustment for carrying amount of hedged item is amortized and recognized as profit or

loss of the period from the ceased date.
4) Cash flow hedge

Fair value change of derivative instrument that is designated to hedged item and effective for the hedge is
recognized as other comprehensive income. Fair value change of derivative instrument that 1s designated to
hedged item and not effective for the hedge 1s recognized as profit or loss of the period. Cash flow hedge is ceased
when the hedged item is extinguished or disposed or exercised, or the hedged item does not qualify the

requirement of cash flow hedge accounting. The accumulated cash flow hedge reserve 1s retained i cash flow
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reserve until future cash flows occur. However, the accumulated cash flow hedge reserve 1s recognized as profit
or loss of the period at the time when the future cash flows are not expected to occur.

5) Hedge of a net investment i a foreign operation

Fair value changes in net investment in a foreign operation that 1s effective for the hedge is recognized as other
comprehensive income. On the other hand, fair value changes n net nvestment in a foreign operation that 1s not
effective for the hedge is recognized as profit or loss of the period. The portion that is effective for the hedge and
recognized as other comprehensive income 1s reclassified to profit orloss of the period when the foreign operation
1s disposed 1n accordance with Korean IFRS 1021 Foreign Exchange Change Effect.

2.7 Inventory

Inventories are stated at the lower of cost and net realizable value. Cost is determined using the moving-weighted

average method except for in-transit mventories which are determined using the specific identification method.

2.7 Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment

losses. Historical cost included expenditure that is directly attributable to the acquisition of the items.

Depreciation of all property, plant and equipment, except for land, is calculated using the straight-line method to

allocate their cost or revalued amounts, net of their residual values, over their estimated useful lives as follows;

Useful Life
Buildings 10-60 years
Structures 5-40 years
Machinery 3-30 years
Vehicles 3-10 years
Tools and equipment 3-15 years
Others 2-10 years

The assets’ depreciation method, residual values and useful lives are reviewed, and adjusted as the change in

estimates if appropriate, at the end of each reporting period.

2.8 Borrowing Costs

General and specific borrowing costs that are directly attributable to the acquisition, construction or production
of a qualifying asset are capitalized during the period of time that is required to complete and prepare the asset
for its intended use or sale. Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalization.

Other borrowing costs are expensed in the period in which they are incurred.
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2.9 Government Grants

Grants from the government are recognized at their fair value where there is a reasonable assurance that the grant
will be recetved, and the Group will comply with all attached conditions. Government grants related to assets are
presented in the statement of financial position by deducting the grant in arriving at the carrying amount of the
asset, and the government grants related to income are deferred and recognized as ‘other income’ in the statement

of profit or loss over the period necessary to match the costs that they compensate.
2.10 Intangible Assets

Goodwill is measured using the method explained in Note 2.2(1) and carried at cost less accumulated impairment

losses.

Intangible assets, except for goodwill, are mitially recognized at its historical cost and carried at cost less

accumulated amortization and accumulated impairment losses.

Software development cost that was internally created is the sum of expenditures incurred after the qualifiable
conditions to be recognized as an asset including a technical feasibility, future economic benefit and etc. were met.
Membership rights that have an indefinite useful life are not subject to amortization because there is no foreseeable
limit to the period over which the assets are expected to be utilized. The Group amortizes ntangible assets with

a limited useful life using the straight-line method over the following periods:

Useful Life
Industrial rights 5-20 years
Other intangible assets 3-50 vears

2.11 Investment Property

Investment property is a propetty held to earn rentals or for capital appreciation or both. An mvestment propetty
is measured mitially at its cost. An investment property is measured at depreciated cost (less any accumulated
impairment losses) after the initial measurement. After recognition as an asset, investment property is carried at
cost less accumulated depreciation and impairment losses. The Group depreciates mvestment properties, except

for land, using the straight-line method over their useful lives of 40 years.

2.12 Lease

A lease 1s an agreement, whereby the lessor conveys to the lessee, m return for a payment or series of payments,
the right to use an asset for an agreed period of time. Leases in which a significant portion of the risks and rewards
of ownership are not transferred to the Company are classified as operating leases. Payments made under

operating leases are charged to profit or loss on a straight-line basis over the period of lease.

Leases where the Company, as lessee, has substantially all the risks and rewards of ownership been classified as
finance leases. Finance leases are capitalized at the lease’s inception at the fair value of the leased property or, if

lower, the present value of the minimum lease payments. The corresponding rental obligations, net of finance
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charges, are included in other short-term and long-term payables. Each lease payment s allocated between the
liability and finance cost.

Lf the Company s alessor, a lease 1s classified as a finance lease 1t it transfers substantially all the risks and rewards
transaction to ownership at the inception of the lease. A lease other than a finance lease is classified as an operating
lease. Lease income from operating leases 1s recognized in income on a straight-line basis over the lease term.
Initial direct costs mcurred by the lessor m negotiating and arranging an operating lease 1s added to the carrying
amount of the leased asset and recognized as an expense over the lease term on the same basis as the lease income.

2,13 Impairment of Non-financial Assets

Goodwill or intangible assets with indefinite useful lives are not subject to amortization and are tested annually
for impairment. Assets that are subject to amortization are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may not be recoverable. An impairment loss 1s recognized for
the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value in use. Non-financial assets, other than goodwill, that

suffered impairment are reviewed for possible reversal of the impairment at the end of each reporting period.

2.14 Financial Guarantee Contracts

Financial guarantee contracts provided by the Group are measured at fair value at its initial recognition and
recognized as account payables or other payables. Financial guarantee contracts are subsequently measured at the
higher of the below:
- The amount determimed in accordance with Korean IFRS 1037 Provisions, Contingent liabilities and
Contingent Assets
- The amount initially recognized less cumulative amortization in accordance with IFRS 1018 Revenue

2.15 Provisions

Provisions are measured at the present value of the estimate of the expenditure required to settle the present
obligation at the end of the reporting period and the increase in the provision due to the passage of time is
recognized as interest expense.

2.16 Current and Deferred Tax

The tax expense for the period consists of current and deferred tax. Tax s recognized in the profit or loss for the

period, except for the items recognized in other comprehensive mcome or directly in equity.

The tax expense is measured at the amount based on the tax codes that have been enacted or substantively enacted

by the end of the reporting period.
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Management periodically evaluates tax policies that are applied in tax return fling n which are changeable in
respect for the circumstance varying depending on the applicable interpretation of tax regulation. The Group

recognizes current income tax expense on the basis of the amount expected to be paid to the tax authorities.

Deferred income tax is recognized in aa estimated tax effect to be recovered or settled for the temporary
differences arising between the tax bases of assets and liabilities and their carrving amounts in the financial
statements. However, deferred income tax 1s not recognized if it arsses from the mnitial recognition of an asset or
liability in a transaction other than a business combination that at the time of the transaction affects neither

accounting nor taxable profit ot loss.

Deferred tax assets are recognized only if it is probable that future taxable amounts will be available to utilize

those temporary differences and losses.

The Group recognizes a deferred tax liability associated with investments in subsidiaries, associates, except to the
extent that the Group is able to control the timing of the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the foreseeable future. In addition, the Group recognizes a
deferred tax asset for all deductible temporary differences arising from such investments to the extent that it is
probable the temporary difference will reverse in the foreseeable future and taxable profit will be available against

which the temporary difference can be utilized.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets and
liabilities and when the deferred tax balances relate to the same taxation authority. Current tax assets and tax

liabilities are offset where the entity has a legally enforceable.
2.17 Employee Benefits
The Group operates both defined contribution and detined benefit pension plans.

Under the detined contribution plan that the Group pays the fixed amount of contribution to separate fund, the

contribution is expensed when the employees renders the employment service.

A defined benefit plan is a pension plan that is not a defined contribution plan. Generally, post- employment
benefits are payable after the completion of employment, and the benefit amount depended on the employee’s
age, periods of service or salary levels. The liability recognized in the statement of financial position in respect of
defined benetit pension plans is the present value of the defined benetit obligation at the end of the reporting
period less the fair value of plan assets. The defined benefit obligation is calculated annually by independent
actuaries using the projected unit credit method. The present value of the defined benefit obligation is determined
by discounting the estimated future cash outflows using interest rates of high-quality corporate bonds that are
denominated in the currency in which the benefits will be paid, and that have terms approximating to the terms
of the related obligation. Remeasurement gains and losses arising from experience adjustments and changes in

actuarial assumptions are recognized in the period in which they occur.



Hyosung Corporation and Subsidiaries
Notes to the Consolidated Financial Statements

D

ecember 31, 2018 and 2017

2.18 Revenue Recognition
1) Identification of Performance Obligation

The Group mainly manufactures and sells electrical equipment, wind power generation facilities, and construction.
In accordance with Korean IFRS 1115, the Group identifies the performance obligation distinct from the customer
contracts and the recognition timing of revenue may change whether each performance obligation satisfies over
time or satisfies at a point in time.

2) A performance obligation is satisfied over time

In accordance with Korean IFRS 1115, the revenue s recognized over time by measuring progress only if the
Group’s performance creates or enhances an assets that the customer controls as the assets is created or enhanced
or the Group’s performance does not create an asset with an alternative use to the Group and the Group has an

enforceable right to payment for performance completed to date.
3) Incremental costs of obtaining a contract

In accordance with Korean IFRS 1115, the Group recognizes the incremental costs of obtaining a contract with
customer as an asset if the Group expects to recover those costs. Incremental costs of obtamning a contract are
those costs that an entity mcurs to obtain a contract with customer that it would not have mcurred if the contract
had not been obtained. Costs to obtain a contract that would have been incurred regardless of whether the contract
was obtained is recognized as an expense when incurred, unless those costs are explicitly chargeable to the

customer regardless of whether the contract is obtained.
4) Variable consideration

The Group estimates an amount of variable consideration by using the expected value which the Group expects
to better predict the amount of consideration. The Group recognize revenue with transaction price including
variable consideration only to the extent that it is highly probable that a significant reversal in the amount of
cumulative revenue recognized will not occur when the refund period has lapsed. The retund liability is measured

at the amount of consideration received for which the Group does not expect to be entitled.
5) Significant financial elements

With implementation of Korean IFRS 1115, when calculating the transaction price, the Group should recognize
the revenue as an amount that reflects the price of the good or the service customer paid in cash, if the customer
or the Group has a significant financial benefit when the goods or services are transferred due to the agreed

payment date between contracting parties.
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2.19 Non-current Assets Held for Sale (or Disposal Group)

Non-current assets (or disposal group) if its carrying amount will be recovered principally through a sale to the
highly probable s classified as for held for sale assets and measured at the lower of its carrying amount and fair
value.

2,20 Approval of Consolidated financial statements

The consolidated financial statements for the year ended December 31, 2018 were authorized by the Board of
Directors on February 19, 2019 and are subject to change with approval of shareholders at their Annual General
Meeting,

ritical A nting Estim n my; n

The Group makes estimates and assumptions concerning the future. Estimates and judgements are continually
evaluated and are based on historical experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed

below.
(1) Goodwill impairment

The Group tests annually whether goodwill has suffered any impairment. The recoverable amounts of cash-

generating units have been determined based on value-m-use calculations (Note 18).
(2) Income taxes

As the Group’s taxable income are subject to income taxes based on tax laws and interpretations of tax authorities,

there are many transactions and calculations for which the ultimate tax determination is uncertain (Note 24).

If certain portion of the taxable income is not used for three years from 2015 for investments or increase in wages
or dividends in accordance with the Tax System for Recirculation of Corporate Income, the Group is liable to pay
additional income tax calculated based on the tax laws. As the measurement of cutrent and deferred income tax
is affected by the tax effects from the new tax system, the Group’s income tax is dependent on the investments,

increase in wages and dividends. Therefore, there 1s an uncertainty measuring the final tax effects.

(3) Fair value of financial mstruments

The fair value of financial instruments that are not traded in an active market 1s determined by using valuation
techniques. The Group uses its judgment to select a variety of methods and make assumptions that are mainly

based on market conditions existing at the end of each reporting period (Note 5).
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(4 Provsions

The Group recognizes provisions for warranties and others. These provisions are estimated based on past

experience (Note 25).
(5) Net defined benefit liability

The present value of net defined benefit Liability depends on a number of factors that are determined on an

actuarial basis using a number of assumptions including the discount rate (Note 23).

Financial Risk Managemen

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value
interest rate sk, cash flow mterest rate risk and price risk), credit risk and hquidity risk. The Group’s overall risk
management program focuses on the unpredictability of financial markets and seeks to minimize any adverse
effects on the financial performance of the Group. The Group uses derivative financial instruments to hedge

certan risk exposures.

Risk management is carried out under policies approved by the steering committee in the Board of Directors. The
commuittee reviews and approves written principles for overall risk management, as well as written policies
covering specific areas, such as foreign exchange risk, mnterest rate risk, credit risk, use of derivative financial
instruments and non-derivative financial instruments, and investment of excess liquidity.

4.1.1 Market Risk

(1) Foreign exchange risk

The Group operates intemationally and is exposed to foreign exchange risk arising from foreign currency
exposures, primarily with respect to the US dollar, Euro and Russtan ruble. Foreign exchange risk arises from

future commercial transactions, recognized assets and liabilities and net investments in foreign operations.

Management has set up a policy to require operations to manage their foreign exchange risk against their functional

Cutrency.

The Group has certam mvestments n foreign operations, whose net assets are exposed to foreign currency

translation risk.

The table below summarizes the impact of weakened/strengthened Korean won on the Group’s pre-tax profit
for the years ended December 31, 2018 and 2017. The analysis is based on the assumption that Korean won has
weakened/strengthened by 10% with all other vartables held constant.
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(In millions of Korean won)
Impact on pre-tax profit

2018 2017
US Dollar Strengthened W 8171 W (109,678)
Weakened 8,171 109,678
EURO Strengthened 755 (23,178)
Weakened (755) 23,178
PY Strengthened 57 (2,794)
Weakened 57 2,794
Others Strengthened 287 2,637
Weakened (287) (2,637)

(2) Price Risk

The Group is exposed to equity securities price risk arises from investment held by the Group that are classified

as financial assets measured at FVOCI in separate statement of financial position.
The Group’s equity investments are publicly traded and are included in the KOSPI index.

The table below summarizes the impact of increases/decreases of the stock price on the Group’s equity for the
vears ended December 31, 2018 and 2017. The analysis is based on the assumption that the stock price has

increased /decreased by 30% with all other variables held constant.

{In millions of Korean won)
Impact on equity

2018 2017
Increase W 4,691 W 42,692
Decrease (4,691) (42,692)

(3) Interest risk

Interest rate risk is defined as the risk that the interest income or expenses arising from deposits and borrowings
will fluctuate because of changes m future market mterest rate. The mnterest rate risk mainly arises through floating
rate deposits and borrowings. The objective of mterest rate risk management lies 1n maximizing corporate value

by minimizing uncertainty in interest rates fluctuarions and net interest expense.

The Group is exposed to mterest rate risk due to its borrowings in fixed and floating interest rates. The Group’s
policy is to review on interest rate fluctuation periodically so that they can manage whether to repay or renew the

borrowings.

The table below summarizes the impact of increases/decreases of mterest rate on the Group’s pre-tax profit for
the years ended December 31, 2018 and 2017. The analysis is based on the assumption that the mnterest rate has

increased /decreased by 100 basis points with all other variables held constant.
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{In millions of Korean won)
Impact on pre-tax profit

2018 2017
Increase W (6,455) W (28,717
Decrease 6,455 28,717

4.1.2 Credit Risk

Credit risk is managed on a corporate entity level. Credit risk arises from cash and cash equivalents, financial assets
and outstanding receivables, etc. If customers are independently rated, these ratings are used. Otherwise, if there
is no independent rating, the Group assesses the credit risk based on the credit quality of the customer, considering
its financial position, past experience and other factors. The compliance with credit limits is monitored on a regular
basis (Note 11).

The maximum exposures to credit risk as at December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

2018 2017
Cash and cash equivalents(*1) W 287,225 W 494,621
Trade and other receivables 464,296 2,013,676
Due from customers for contract work 382 140,355
Orther financial assets 10,274 82,976
Long-term trade and other recervables 54,216 313,040
Other financial business assets 1,958,459 2,240,413
Other non-current financial assets 447,529 580,452

(*1): The difference with ‘cash and cash equivalents’ in the statement of consolidated financial position is cash on
hand.

The maximum exposure to credit risk related to guarantees provided to the subsidiaries and associates, except

above, 1s equal to the maximum guarantee amounts (Note 38).
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4.1.3 Liquidity Risk

The Group monitors the forecasts on the Group’s liquidity requirements to ensure it has sufficient cash to meet
operational needs while mamtaining sufficient headroom on its undrawn committed borrowing limits at all times
so that the Group does not breach borrowing limits or covenants (where applicable). The Group considers short,
mid and long-term financial plan, compliance on commitment and target financial ratio on liquidity forecast.

Details of the Group’s liquidity risk analysis as at December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

2018
B 1
Less than 1 year wlwrsn Latd > Over 5 years Total
years
Trade and other payables W 468842 W 222440 W 1,567 W 692,849
Porrowings (ncluding 1,639,024 1,018,799 587 2,658,410
interest expenese)
perlvatlve ﬁganaal 200 200
instruments(*1)
W 2,108,066 W 1,241,239 W 2,154 W 3,351,459
(In millions of Korean won)
2017
Between | and 5
Less than 1 year e Over 5 years Total
years
Trade and other payables W 2,071,812 W 407220 W 14,062 W 2,493,004
B : cluding
S 5,064,704 2,475,020 19,072 7,559,696
interest expenese)
F)erivative financial 4681 ) i 4,681
mstruments(*1)
W 7,141,197 W 2,882240 W 34,034 W 10,057,471

(*1): The Group’s trading portfolio derivative instruments have been included at their fair value of KRW 200
million (2017: KRW 4,681 million) within the less than 1-year time bucket. This is because the contractual
maturities are not essential for an understanding of the timing of the cash flows. These contracts are managed on

a net fair value basis rather than by maturity date.
Except above contracts, the Group has entered into payment guarantee contracts and supplementary fund
contracts with subsidiaries. Therefore, if the principal debtor fails to meet its obligation to pay, there may be an

additional obligation to pay within one year (Note 38).

The Group 18 required to be repaid immediately on some borrowings and project financing guarantees if the

Group's credit rating falls below a certain level. The Group believes that the possibility of such an event 1s unlikely.
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4.2 Capital Risk Management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern,
so the Group can continue to provide returns for shareholders and benefits for other stakeholders, and to maintam
an optimal capital structure to reduce the cost of capital.

In order to mamtain or adjust the capital structure, the Group may adjust the amounts of dividends paid to
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

The Group manages the capital on the basss of the gearing ratio. This ratio s calculated as net debt divided by
total capital. Net debt is total borrowings (including ‘short and long-term borrowings” as shown in the separate
statement of financial position) less cash and cash equivalents. Total capital is ‘equity’ on the consolidated
statement of financial position plus net debt.

The gearing ratios at December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

2018 2017
Total borrowings W 2,514,368 W 7,262,086
Less: cash and cash equivalents (341,208) (501,133
Net debt (A) 2,173,160 6,760,953
Total equity (B) 2,702,147 3,863,282
Total capital (A+B=C) W 4875307 W 10,624,235
Gearing ratio (A/C) 44.57% 63.64%

0
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5. Fair Value of Financial Instrument
(1) Fair Value Hierarchy

Items that are measured at fair value or for which the fair value 1s disclosed are categorized by the fair value

hierarchy levels, and the defined levels are as follows:

Quoted prices (unadjusted) in active markets for identical assets or
Level 1 S
liabilities
Level 2 Inputs other than quoted prices included within Level 1 that are
R observable for the asset or liability, either directly or indirectly
Level 3 Inputs for the asset or liability that are not based on observable
market data (that is, unobservable inputs)

Fair value hierarchy classifications of the financial instruments that are measured at fair value or its fair value

disclosed as at December 31, 2018 and 2017 are as follows:

(In mullions of Korean won)

2018
Level 1 Level 2 (¥1) Level 3 Total
Asset

Financial asset measured at FVPL (*1) W 1,770 W - W 302,280 W 304,059
Financial asset measured at FVOCI (*2) 18,537 - 32,688 51,225
Dernvative assets - 21 - 21
Long-term financial assets - - 600 600
W 20,307 W 21 W 335577 W 355,905

Liability
Dertvative liabilities W - W 200 W - W 200
(In millions of Korean wor)

2017
Level 1 Level 2 (%1) Level 3 Total
Asset

Available-for-sale financial assets R 187,417 W - W 225102 W 412,519
Derivative assets = 19,684 3,731 23,415
Other fnancial assets - 30,080 1,000 31,080
W 187,417 W 49,764 W 229,833 W 467,014

Liabilicy
Derivative liabilities W - W 4,681 W - W 4,681

(*1): The Group has adopted the market approach tor the derrvative mstrument assets and liabilities classitied to
level 2 in the fair value hierarchy and used foreign exchange rate as its input variables.
(*2): The Group has adopted discounted cash flow model or comparable method or risk-adjusted discount rate

model and etc., key inputs are discount rate and growth rate.
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(2) Transfers between Fair Value Hierarchy Levels of Recurring Fair Value Measurements

There were no transfers between fair value hierarchy levels of recurring fair value measurements.

(3) Valuation Techniques and the Inputs

Valuation techmiques and inputs used in levels 2 and level 3 are as follows:

2018
Fair value
; 1. v N Valueation Range of
(in millions of Level ] Inputs
techniques Inputs
Korean won)
Other Non-current financial assets
: : I
Financial asset measured at . DCF method and SEORTE 10.1%~12.1%
B W 32,688 3 rate
FVOCI others :
Growth rate 1%~3%
DCF hod 1 I :
method and 1scount 7.96%~14.55%
Financial asset measured at o e
‘ 29 A A
FVPL 302,289 3 Rj.sk adjusted
discount rate Growth rate 1%
model
Derivative
Exchange
Derivative assets W 21 2 Market approach rate and N/A
discount rate
Exchange
Derivative liabilities 200 2 Matket approach rate and N/A

discount rate

(4) Details of Changes in Recurring Fair Value Measurements Categorized within Level 3

1) Financial assets measured at fair value through other comprehensive income

2018

Beginning balance W

Change in accounting policy 34,891
Acquisition (Disposal) 38
Other comprehensive income (2,159)
Others 1
Movement from spin-off (86)
Ending balance W 32,688

I
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2) Financial assets measured at fair value through profit or loss

2018
Beginning balance W 5
Change m accounting policy 259,287
Acquisition (Disposal) 41,341
Other comprehensive income (87)
Others 6,894
Movement from spin-off (5,146)
Ending balance W 302,289
3)  Available-for-sales financial assets
2018
Beginning balance W 179,602
Acquisition (Disposal) 60,992
Other comprehensive income (10,777)
Others 4,715)
Ending balance W 225,102
4) Derivative mnstruments
2018 2017
Beginning balance W 3731 W 875
Change m accounting policy (*1) (3,731) -
Acquisition (Disposal) - (879)
Others ; 3,731
Ending balance W W 3,731

(*1): Due to the changes in accounting policy, redeemable convertible preferred stock for Kumho Holdings
(KRW 3,731 million) that was classified to derivative instrument as at December 31, 2017 has been reclassed to
financial assets measured at fair value through profit or loss as at December 31, 2018.

(5) Valuation Processes for Fair Value Measurements Categorized Within Level 3
The Group measures recurring, non-recurring fair value measurements and disclosed fair values categorized within

Level 3 of the fair value hierarchy at the end of every reporting pertod. The Group discusses valuation processes
and results with the chief financial officer (CFO).
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Repord n n

(1) Operating segment information

The management which makes strategic decisions has determined the operating segments. The management makes

strategic decisions on allocation of resources to segments and assesses the performance of operating segments

based on the operating profit. Product separation units in terms of type of goods were separated as fabric, industrial

materials, chemicals, heavy industrial, construction, trading and others.

The Group’s operating segment mnformation for the vears ended and as at December 31, 2018 and 2017 15 as

tollows:
(In millions of Korean won)
2018
: Information Pump Imporied Conealidad
Finance il . Others on Total
Communication manufacturing car dealer ;

adjustment
Total revenue W 202908 W 875470 W 213208 W 238551 W 1637878 W - W 3168015
Inter-segment revenue - (118,624 - (34,240) (24,145) (177,009
202,908 756,846 213,208 238,551 1,6013,638 -24.145 2991 D06
Operating income(loss) W 335 W 54014 W 5585 W 1394 W 55426 W (7,181) W 143,483
Depreciation and amortization 1,072 2,560 146 1,628 11,949 - 17,355
{In milhons of Korean won)

2017
G lidati
. Information Pump Imported e ;
Finance S : Others on Total

Communication manufacturing  car dealer Fustment
Total revenue W 222286 W 662,018 W 250,705 W 293161 W 1,362,750 W - W 2790920
Inter-segment revenue - (75,6306) - (13,127) (9,309 (98,072
222,286 586,382 250,703 293,161 1,349,623 9,309 2,692,848
Operating incomefloss) W 30860 W 21,958 W 1260 W 5574 W (16539 W (7,198 W 35924
Depreciation and amortization 1,762 2871 175 LT 10,766 - 17,291

(2) Geographical segment information

Geographical segment information of revenue for the vears ended December 31, 2018 and 2017 1s as follows:

{(In millions of Korean won)

2018 2017
Republic of Korea W 1,788,068 W 1,699,552
North and Central America 1,023,333 898,478
Asia 31,665 39,681
Europe 146,966 55,136
Others 74 =
W 2,991,006 W 2,692,848

(3) There 1s no external customer, who contribute more than 10% of the Group’s revenue for the years ended

December 31, 2018 and 2017.
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7. Transfer of Financial Assets

Under factoring arrangement, the Group sells trade receivables at a discount to the financial mstitutions for the
year ended December 31, 2018. The Group may retain an obligation to compensate a financial nstitution for
debtors’ failure to make payment when they become due, an obligation known as a ‘recourse obligation’. Recourse
obligations related to the sales of receivables with recourse are accounted for as collateralized borrowings (Notes
11, 22 and 38).

Details of transferred financial assets that are not derecognized in their entirety as at December 31, 2018 and 2017

are as follows:

(In millions of Korean won)

2018 2017
Carrying amount of assets W 90,981 W 672,846
Carrying amount of the associated liabilities (90,981) (690,626)
Net position - (17,780)

8. Financial Instruments by Category

(1) Carrying Amounts of Financial Instruments by Category

Carrying amounts of financial assets and liabilities by category as at December 31, 2018 and 2017 are as follows:
1) FY2018

(In mullions of Korean won)

2018
Derivative Equ.it?' Equity sec uriﬁ(j:s Financial
p—" securities measured at fair asseis
measure ar measured at fair  value through other measured at Total
value through ; s
value through comprehensive amortized
profit or loss 2
profit or loss income cost
Cash and cash equivalents W - W - W - W 31208 W 341,208
Trade and other receivables - - - 464,296 464,296
Due from customers for contract work - - - 382 382
Orther financial assets - - - 10,274 10,274
Long-term trade and other i ) i 54216 54216
receivables
Orther financial business assets - - - 1,958,459 1,958,459
Orther non-current financial assets 21 304,059 51,225 92,025 447 330
W 21 W 304,059 W 51,225 W 2,920,860 W 3,276,165

-44 -
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{In mullons of Korean won)

2018
Deitviiive eq{lt}? Equity securm?s I:'mzf:‘lc.:al
s T securities measured at fair liabilities
Zﬂsur it @ 11 measured at fair  value through other  measured at Total
b value through comprehensive amortized
profit or loss :
profit or loss income cost
Trade and other payables W - W - W W 47,120 W 471,129
Borrowings = - 1,571,441 1,571,441
Other financial habilines 161 - . 161
Long-term trade and other payables - - 220,786 220,786
Long-term borrowimngs - - 942,926 942,926
Other non-current fmancial laabilities 39 39
W 200 W - W W 3206282 W 3,206,482
2y FY2017
{In millions of Korean won)
2017
. Financial assets at
Loan and Available-for- :
. fair value through Total
receivables sale assets
profit or loss
Cash and cash equivalents W 501,133 W - W - W 501,133
Trade and other receivables 2,013,676 o - 2,013,676
Due from customers for contract work 140,355 = - 140,355
Orther financial assets 64,671 18,305 82,976
Long—term trade and other 313,040 313,040
receivables
Other financial business assets 2,240,413 e - 2,240 413
Oither non-current financial assets 97,743 477,598 5111 580,452
W 5,371,031 W 477,598 W 23,416 W 5,872,045
(In millions of Korean won)
2017
Fi ial
v . Financial liabilities
liabilities Other financial .
e at fair value through Total
measured at liabilities(¥1)
. profit or loss
amortized cost
Trade and other payables W 2071568 W 2,224 W - W 2,073,792
Borrowings 4,226,371 690,620 - 4,916,997
Other financial liabilities - 4,088 4,088
Long-term trade and other payables 400,492 - - 400,492
Long-term borrowings 2,345,089 2,345,089
Other Non-current financial habilities . 5 593 593
W 0,043,520 W 692,850 W 4,681 W 0.741,051

(*1): Other financial liabilities include financial liabilities that are not subject to the categorizations such as financial

liabilities.
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D

ecember 31, 2018 and 2017

(2) Net Gains or Losses by Category of Financial Instruments

Net gains or losses on each category of financial instruments for the years ended December 31, 2018 and 2017 are

as follows:

{In millions of Korean won}

2018
Other Interest
Gain(Loss) comprehensive Reclassification income Total
income (expense)

Financial assets

Fuwnga] assets measured at W (10,740) W e 4543 W (6,197)

amortized cost

Financial asset measured at FVPL (221) 5 (221)

Financial asset measured at FVOCI 449 {124,537) - 29 (124,050)
Financial liabilities

l*m:mgal lLiabilities measured at (20,652) : (100,742) (121,394)

amortized cost
Derivative assets and liabilities 9,536 S # = 9,536

(In milkons of I<orean won)
2017
Other Interest
Gain(Loss) comprehensive Reclassification income Total
income (expense)

Financial assets

Loans and receivables W (190576) W - W 4535 W (185,841)

Avalable-for-sale assets (16,630) (38,534) 795 22 (54,347)
Financial liabilities

Fuancial liabilities measured at 132,914 _ (167,022) (34,108}

amortized cost .

Other financial habilites(*2) - - {8,359) (8,359}
Derivative assets and liabilities 56,383 - . 56,383

(*1): Transter between profit and loss accounts is the other comprehensive income that was reclassed to profit or

loss of the period.

(*2): Other financial liabilities include transter transactions not qualified for derecognition, financial payment

guarantees and others that are not subject to the categorizations.
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h an h Equi n

Cash and cash equivalents as at December 31, 2018 and 2017 consist of the followings:

(In millions of Korean won)

2018 2017
Cash on hand W 53983 W 6,512
Bank deposits 287,225 494,621
W 341208 W 501,133

10. Restricted Financial Instruments

Restricted financial instruments as at December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

Details 2018 2017
Cash and cash equivalents Pledge for borrowings and others - W 3,766
Others 748 9,172
; Restricted for checking account o

Other current financial assets . : 5,000 -
and lease depostts recerved

Other non-current financial assets hicstsiotad for -::l:leckmg e 3,628 8,051
and lease deposits received

Pledge for borrowings and others 10,212 4,401

19,588 W 25,390

s
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1. T n r Recei

(1) Details of trade and other receivables as at December 31, 2018 and 2017 are as follows:

2018
. Provision for .
Receivable amount 2 : Carrying amount
impairment
Trade receivables W 402334 W (30,119) W 372,215
Other receivables 94,060 (1,979 92,081
Long-term trade recervables 5 ;i !
Long-term other receivables 54216 3 54,216
W 550,610 W (32,008 W 518,512
{In millions of Korean Won)
2017
) Provision for :
Receivable amount ; : Carrying amount
impairment
Trade receivables W 1,839,840 W (72,485) W 1,767,355
Other receivables 249,641 (3,320} 246,321
Long-term trade receivables 25,480 (10,727) 14,753
Long-term other receivables 417,035 (118,748) 298,287
W 2,531,996 W (205,280) W 2,326,716

The Group has transferred trade recervables to the financial institutions to a bank in exchange for cash. The
outstanding balances that have not been collected as at December 31, 2018 1s KRW 90,981 million (2017: KRW
672,846 million). The Group may retain an obligation to compensate a bank for debtors’ failure to make payment
when they become due; therefore, the transaction has been accounted for as a collateralized borrowing (Notes 7,
22 and 38).

(2) Details of other receivables as at December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018 2017
Other receivables

Non-trade receivables W 71,874 W 189,690
Short-term loans 10,151 11.624
Accrued income 8,796 10,368
Deposits provided 1,260 34,639
W 02,081 W 246,321

Long-term other receivables
Long-term non-trade receivables W - W 2,294
Long-term loans(Note 38) 5,303 112,250
Deposits provided 48,713 183,743
54,216 208,287
W 146,207 W 544,608
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(3) The fair value of long-term trade and other receivables were measured by discounting the nominal amounts

of future cash inflow with the discount rates reflecting the credit risk.

2018
1.60% ~ 2.50%

2017
1.60% ~ 7.10%

Discount rate

(4) The aging analysis of trade and other receivables as at December 31, 2018 and 2017 are follows:

{In millions of Korean Won)
2018
Receivables not past due .
Past due but Impaired
siElispitiea Upto3 7to12 Over 12 N — Total
months 4 to 6 months months months
Trade receivables W 310,707 W 30,249 W 10,201 W 7156 W 15,065 W 28,956 W 402334
Oither receivables 91,349 286 7 11 117 2,291 94,061
Long-term trade receivables - - - - - - -
Long-term other receivables 55,241 - - - - : 55,241
W 457,297 W 30,535 W 10,208 W 7,167 W 15182 W 31247 W 551636
(In millkons of Korean Won)
2017
Past due but Receivables not past due Impaired Total
not impaired Up to 3 month: 4 to 6 months 7 to 12 menths Jver 12 month _ receivables
Trade recesvables W oL368446 W 245126 W 54,788 W 47,954 W 75,331 W 48,195 W 1,839,840
Other recervables 236,788 1,841 1,080 2,368 3,448 4,116 249,641
Long-term trade receivables 4,274 - - - - 21,4406 25,720
Long-term other receivables 213,253 382 - - 14 204,929 418,578
Woo1,822761 W 247349 W 55,868 W 50,322 W 78,793 W 278,686 W 2,533,779

The above amounts do not reflect the present value discount and provisions for impairment.

(5) Individually impaired receivables mainly relate to customers that are experiencing unexpected economic

ditficulties. The Group expects that a portion of their recervables will be recovered. It the Group determines

that no objective evidence of impairment exists for an individually assessed receivables, those will be

collectively assessed for impairment.
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(6) Movements on the provisions for impairment of recetvables tor the vears ended December 31, 2018 and 2017
are follows:

{In millions of Korean Won)

2018
Provision Changes in Mt
Begimning for Reversal scope of Others . Ending

3 : e from Spin-off

impairment consolidation
Trade and long-term W P W 478 W - W (1,236) W 10,155 W (62,4900 W 30,119
trade recervables T
Orther recervables and 122.068 {359) {745) - 43,260 {162,246) 1,978

long-term other

W 205280 W 119 W (745) W (1,236) W 53415 W (2247360 W 32097

(In millions of Korean Wor)

2017
Provision Changes in
Beginning for Reversal scope of Others Ending
impairment consolidation

Trade and long-term W 59867 W 38551 W - W 17 W (15223 W 83.212
trade receivables
Other recervables and 64,820 82,300 (941) (596) (23.575) 122,068
long-term other

W 124,687 W 120911 W (941) W (579) W (38,798) W 205,280

(7) Provision provided and reversed for impaired trade recetvables have been included in selling and
administrative expenses (Note 32) and the provision provided and reversed for the other recetvables have
been included in other income and other expense (Note 33). The Group writes off the provision that is not

expected to recover an additional cash.
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12 r Financial nd Liabilit

(1) Other financial assets and liabilities as at December 31, 2018 and 2017 are as follows:

ons of Korean Won)

2018 2017
Other financial assets
Loans and receivables W - W 162,415
Financial assets measured at amortized cost 102,299 =
Available-for-sale financial assets - 477,598
Financial assets measured at fair value _ _
- 51,225
through other comprehensive income
Financial assets measured at fair value 304,050
through profit or loss
Derivative assets 21 23,415
457,604 663,428
Less: current portion (10,274) (82,976)
447,330 580,452
Other financial liabilities
Derivative liabilities 200 4,681
Less: current portion (161) (4,088)
W 39 W 593

(2) Details of other financial assets measured at amortized costs as at December 31, 2018 and loans and

recetvables as at December 31, 2017 are as follows:

(In millions of Korean Won)

2018 2017
Short-term financial instruments W 10,274 W 64,672
Long-term financial instruments 92,025 97,743
Rk 102,299 W 162,415

=51 -
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(3) Details of financial assets measured at fair value through profit or loss and other comprehensive income as at
December 31, 2018 are as follows:

<Fiancial assets measured at fair value through profit or loss>

(In millions of Korean Won)

2018
Listed stock W 1,770
Non-isted stock 28,651
Investment in capital 196,128
Beneficiary certificate fund 64,136
Others 13,394
W 304,059

<Financial assets measured at fair value through other comprehensive income>

(In millions of Korean Won)

2018
Listed stock W 18,537
Noun-listed stock 10,304
Investment in capital 21,226
Government bond 1,158
W 51,225

(#) Details of available-for-sales financial assets as at December 31, 2017 are as follows:

(In millions of Korean Won)

2017
Listed stock W 187,417
Non-listed stock 38,228
Investment in capital 214471
Beneficiary certificate fund 36,372
Others 1,110
W 477,598

=52 -
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(5) Equity securities in which the Group has more than 20% of ownership but are not significantly influenced by
the Group as at December 31, 2018 and 2017 are as follows:

(In millions of Korean Wor)

2018 2017
Percentage
Gonpany of - Acquisition Carrying Carrying
ownership cost amount amount
()
Chin Hung W W W
Listed stock International - - - 135,141
Co.(1)
Oksan Ochang 30.00 14,970 12,422 14,970

Non-listed stock
on-hsted stoc Highwa"v CO.(*Z)

W 14,970 W 12,422 W 150,111

(*1): The Group held 48.17% of total interest of Chin Hung International Inc. as at December 31, 2017. However,
the Company lost the significant influence over Chin Hung International Inc. n accordance with the special
agreement for plans for normalization of the business of Chin Hung International Inc. Therefore, the shares have
been classified as other financial assets accordingly. In the meanwhile, the Group does not hold any shares of Chin
Hung International Inc. as at December 31, 2018 as a result of the spin-off.

(*2): The Group holds 30% of Oksan Ochang Highway Corporation. However, the Group does not have
significant influence over the financial and operational decision that have been controlled by the government.
Therefore, the shares have been classified as other financial assets.

(6) Changes in financial assets measured at fair value through profit or loss and other comprehensive income and
available-for-sales financial assets for the years ended December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018 2017
Beginning balance W 477,598 W 470,603
Change in accounting policy 3,996 -
Acquisitions(*1) 374,696 146,025
Disposals (65,979) {(75.130)
Impairment loss on acailable-for-sale financial assets - (17,053)
Valuation
Financial assFts _mi:asurcd at fair value through other (124,537) (38,534)
comprehensive income
Financial assets measured at fair value through (379) i
profit or loss
Net gains (losses) reclassified from equity - (8,305)
Spin-off (201,235) -
Transfer (108,880) -
Others 4 (8)
Ending balance W 355,284 W 477,598

.
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(7) Details of derivative financial assets and liabilities as at December 31, 2018 and 2017 are as follows:

{In millions of Korean Won)

2018
Derivative assets Derivative liabilities
Current

Currency forward exchange contracts W - W 161
Instruments forward contracts currency wwap - -
Others < 3
Sub-total - 161

Non-current
Currency forward exchange contracts 21 39
Currency Swap ) i
Others - -
Sub-total 21 39
Total W 21 W 200
{In millions of Korean Won)

2017
Derivative assets Derivative liabilities
Current

Currency forward exchange contracts W 18,246 W 4,088
Instruments forward contracts currency wwap 59 -
Others - n
Sub-total 18,305 4,088

Non-current
Currency forward exchange contracts 1,272 -
Currency Swap - 584
Others 3,838 &
Sub-total 5,110 593
Total W 23415 W 4,681

13. Other Financial Business Assets

(1) Details of other financial business assets as at December 31, 2018 and 2017 are as follows:

(In mullions of Korean Won)

2018 2017
Loan measured at amortized costs W 1,917,725 W 2,207,668
Opeating lease assets 40,734 32,745

W 1958459 W 2240413

Y
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(2) Details of financial assets measured at amortized costs as at December 31, 2018 and loans and receivables as

at December 31, 2017 are as follows:

2018 2017
Receivables W 1,959,652 W 2252472
Bad debt allowance (41,927) (44,804)

W 1,917,725 W 2,207,668

(3) Movements in bad debt allowance for other financial business assets for the vear ended December 31, 2018

are as follows:
(In millions of Korean Won)

12 months Lifetime
Expected credit Loancl:filvable Loan receivable Total
loss . . credit impaired
unimpaired
Beginning(*1) W 9,646 W 4,422 W 58,067 W 72,135
Transfer to whole period ECL (516) 545 29 -
Transfer to credit impaired financial assets (594) 2.244) 2,838 -
Transfer to 12 months ECL 242 238) (4) -
Sub-total 8,778 2,485 60,872 72,135
Impairment provision (reversal) (4,234) 995 24,878 21,639
Exeuted or purchased financial assets 4,261 821 879 3,961
Bad debt - : (65,523) (65,523)
Collection of amortized bonds - - 10,486 10,486
Changes in currency exchange rate and efc. - - (2.771) (2,771)
Ending W 8,805 W 4301 W 28,821 W 41,927

(*1): Beginning balance represents the balance reflecting the changes in accounting policy amounting to KRW
27,331 million.

(4) Movements in bad debt allowance for other financial business assets for the year ended December 31, 2017

are as follows:

(In millions of Korean won)

2017
Beginning balance W 56,350
Less : Provision for impairment 50,753
Write-off (68,354)
Others 6,055
Ending balance W 44,804

=55
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(5) As at December 31, 2018, details of carrying amounts of mpairment provision for financial assets measured

at amortized costs depending on measurement methods are as follows:
(In millions of Korean won)

2018
12 months Lifetime ‘ Lifetime ‘
expexted credit expected credit expected credit "
Pe::)sses losses - credit losses - credit

unimpaired impaired

Loans and receivables W 1,738,131 W 108,272 W 112,451 W 1,958,854

(6) The aging analysis of loans and recetvables as at December 31, 2017 are as follows:

(In millions of Korean won)

2017
Receivables not Past due but )
. . Impaired Total
past due not impaired
Loans and receivables W 2,060,754 W 43,434 W 145,494 W 2,249,682

The above-mentioned amounts represent the amounts before reflecting present value and impairment.
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1 her

Details of other assets as at December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

Current Non-current
Other current assets

Advance payments W 24,923 W 142,841
Allowance for bad debts - (290
Prepaid expenses 23,153 46,490
Other - 1,538
W 48,076 W 190,579

Other non-current assets
Advance payments W 3,162 W 7225
Prepaid expenses 998 23,943
Other investment assets 34,075 34,518
W 38,235 W 65,686
Total W 86311 W 256,265

15. Inventory
Details of inventories as at December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018
Acquisition cost Allowance Carrying amount

Merchandise W 286,203 W 2,343) W 283,860
Finished goods 92,163 (7.088) 85,075
Semi-finished goods 17,589 (370) 17,219
Work in process 23,278 = 23,278
Congined goods - - -
Raw materials 32,953 (1,116) 31,837
Sub-materials 4,580 (20) 4,560
Supplies 3,263 - 3,263
Packing 87 (3) 84
Goods i transit 49 250) - 49,250
Cost accrued on construction contracts - - -
Temporary installations - - -
Land - - -

W 500,366 W (10,940) W 498,426

. S
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(In millions of Korean Won)

2017
Acquisition cost Allowance Carrying amount

Merchandise W 320,708 W (2532 W 318,176
Finished goods 614,995 (43,057) 571,938
Semi-finished goods 188,074 (8,018) 180,056
Work in process 91,401 (605) 90,856
Congined goods 22 - 22
Raw materials 265,671 (8,257) 257,414
Sub-materials 53,350 (2,001) 51,349
Supplies 14,032 (556) 13,476
Packing 8,778 (235) 8,543
Goods in transit 179,189 - 179,189
Cost accrued on construction contracts 6,030 . 6,030
Temporary installations 65 - 65
Land 4,920 (2,101) 2,819

W 1,747,295 W (67,362) W 1,679,933

Inventories recognized as cost of sales for the year ended December 31, 2018 amounted to KRW 1,7754,686
million (2017: KRW 1,733,169 million). In the meanwhile, the Group recognized the inventory allowance loss
amounting to KRW 193 million as cost of sales for the year ended December 31, 2018 (2017: KRW 1,953 million

as the reversal of mventory allowance).

16. Property, Plants and Equipment

(1) Details of property, plant and equipment as at December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018
Keapiaition Accumulated Garrying
depreciation
cost amount
(*1)
Land W 491,159 W - W 491,159
Building 326.046 (52.965) 273,081
Structures 20,833 (8.113) 12,720
Machinery 346,577 (278,384) 63,193
Vehicles 6,928 (4,825) 2,103
Tool and equipment 264,789 (189,148) 75,641
Others 1,318 (919 399
Construetion in progress 24.625 z 24 625
Machinery in transit 54 54

W 1,482,320 W (534,354) W 047,975
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{(In millions of Korean Won)
2017
Acquisition Accumulated Carrying
depreciation

cost (*1) amount
Land W 1,570,058 W - W 1,570,058
Building 1,744,262 (484,532) 1,259,730
Structures 374,894 (107,572) 267,322
Machinery 0,522,950 (4,515,089) 2,007,861
Vehicles 48,356 (36.695) 11,601
Tool and equipment 600,403 (449,293) 151,110
Others 164,322 (61,989) 102,333
Construction in progress 282,303 - 282,303
Machinery in transit 10,798 - 10,798
W 11318346 W (5,655.170) W 5663.176

(*1): Accumulated impairment losses are included.

(2) Changes in property, plant and equipment for the years ended December 31, 2018 and 2017 are as follows:

(I millions oF Korean Won)

2018
L . Government Orthers Change in
Beginning Acquisition Disposal D;';“‘::: I:l I"‘P::ssmm T':;l" grarlts (Foreign consolig;nlio r'z::r:::rr Ending
received exchange) n scope
Land W1570,058 W 16226 W Gen W - W - W 2192 W (oo W (2G) W - W(L537TH W 491,159
Building 1,259,730 7,184 (1,483) (28,167 75,168 (229) 6,959 (3382 (1,042,198 273,081
Structures 267,392 916 £301) 4,943 7,155 (55 677 {258 0500 12,720
Machinery 2,007,861 18,713 (03T (202,187 247029 {1,859) 14,923 (386) (2,013,863 68,193
Vehicles 11,661 1,173 (31 2,282} 642 i5) 45 {18 (9,089 2,103
'l'oc_;l and 151,116 27754 4727 {35,789 13472 [ram 405 (B2} (70,043 75,041
equprnent
Ohhers 102,333 923 1645 {1,369 {12m) 127 {100,844 9
Congtruch {112 - 279,207 4,133 {232,934 24,625
onin 282,303 250,441
P(Ogl'CSS
:;Iilin}:;e:y 10,798 38,805 {46,622) 55 (3,042 54
P5663,176 W 362195 W (9905 W(uTim W - W 39703 W (3358 W 27298 W (4366) W.852037 W 947.975
(In millwons of Korean Won)
2017
Depreciatio . Government Oxhers Change in
Beginning  Acquisition  Disposal I:nland Imp:u;;;ncm Trans)fcr{*l grants (Foreign  consolidati Ending
others teceived exchange) onscope
Land W1,962977 W 7572 W (L21 W - W - W 5,673 W - W (1435 W (3518 W 1,570,058
Bulding 1,094 566 4,785 [469) {51,975) 255,563 (1,707 (40,804} (233) 1,259,730
Structures 257,823 1,964 (389} (10,457) (178) 22,601 - (3,879} (163) 267,322
Machinery 2,143,166 43,786 (557 (467,507} (80,415) 469,203 (1,585) (97,143) (1,087} 2007861
Vehucles 13,229 2,250 (625} {4,596} 2,124 - {648) 73) 11,661
Toc_;l and 132,133 44,403 G543 {49.904) (1.824) 31,943 113 (1,997) 12 151,110
equepment
(Others 134,847 3,799 (2,179 {6,009 (23,338) (372) (2,326} (2,089} 102,333
Construct 487,344 535,019 - (827) 282,303
onn (8,997} {717,635) (12,601}
prOgress
r\:ladlinf-:ry 18,937 85,516 ) 5 (92,560) (1,095) 10,798
i transit
W5.845,022 W 729,154 I (17.970p W (590,508) I (106,582) W (23460) W (3405 (161,924 W (7,151} W 5663176
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(*1): Amortized loss amounting to KRW 796 million and manufacturing supplies amounting to KRW 947 million
for other rangible assets were included.

(*2): The Group reviewed separate cash-generating units (hereafter ‘CGU’) to determine whether the property,
plant and equipment were impaired since the Group had experienced the accumulated operating losses that could
be an indicator for an impairment. It appeared thar the net book amount of the tangible assets exceeded the
recoverable amounts. Therefore, the Group recognized an impairment loss of POK Division for W 27,593
million, Optical Film Segment for W 8,695 million, Carbon Fiber Division for W 36,125 million, Wellington
Division for W 23,338 million and Tire Reinforcements Eonyang Plant for W 10,847 million. Impairment
losses recognized by the Group include impairment losses of intangible assets of W 72 million and included in
other expenses n the income statement.

The recoverable amount of the CGU is determined based on the net fair value or value-in-use. The Group
extrapolated the net fair values of each CGU based on best available information of price of assets. The price of
assets would be the amount that can be received from the sale of assets in a transaction between independent
parties with reasonable judgment and a willingness to trade, and from the price, disposal prices would be deducted.
Value-in-use 18 determined by discounting estimated future cash flows when the Group uses the assets
continuously. Value-in-use was calculated by discounting estimated future cash flows with an appropriate discount
rate, and a valuation report from an independent external valuation agency was used.

(*3): Transfers include transfer of construction in progress, transfer of machinery-in-transit and transfer from or

to intangible assets.

(3) Depreciation expenses are allocated to manufacturing cost (2018: KRW 248,771 muillion, 2017: KRW 552,699
million), selling and administrative expenses (2018 KRW 20,542 million, 2017: KRW 24,133 million) and
research and development expenses (2018 KRW 7,522 million, 2017: 11,934 million), respectively.

(4) The Group has capitalized borrowing costs amounting to KRW 1,523 million (2017: KRW 2,753 million) on
qualifying assets for the year ended December 31, 2018. The capitalization rate of borrowings used to
determine the amount of borrowing costs eligible for capitalization is 3.82~4.30 % (2017: 2.99~4.58%) for the
year ended December 31, 2018.

(5) Land, building and machineries are provided to the financial mstitutions as collaterals for borrowings (Notes
20 and 38).
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17. In ntP rti

(1) Details of investment properties as at December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018
Acquisition Accumulated Carrying
cost depreciation(*1) amount
Land W 66,162 W - W 66,162
Building 96,475 (16,994) 79,481
W 162,637 W (16999 W 145,643

(In millions of Korean Won)

2017
Acquisition Accumulated Carrying
Land W 353,760 W (3,485 W 350,275
Building 256,123 (56,182) 199,941
W 600,883 W (59,667) W 550,216

(F1): Accumulated impairment losses are included.
(2) Changes in investment properties for the years ended December 31, 2018 and 2017 are as follows:

(Inmillions of Korean Won)

2018 2017
Land Building Total Land Building Total
Beginning balance W 350,275 W 199941 W 550,216 W 380,664 W 248,159 W 628,823
Acquisition . - B - 780 780
Disposals - (1) (1) (33,429) (32,160) {65,589)
Depreciation - (4,569) (4,569) - (20,072) (20,072)
Transfers, etc. (22,787) (26,754) (49.541) 3,040 3,234 6,274

Spin-off effect (261,326) (89,136) (350,462) ’ ; 5
Ending balance ¥ 66,162 W 79481 W 145643 W 350275 W 199941 ¥ 550216

(3) During the year, rental income from mvestment property 1s KRW 34,299 million (2017: KRW 40,238 million)
and rental expense including depreciation expense is KRW 11,419 million (2017: KRW 41,468 million).

(4) Fair value of investment properties as at December 31, 2018 s KRW 216,266 million (2017: KRW 695,271

million). The fair value was estimated based on the Land Value by Public Announcement.
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18. Intangibl

(1) Changes in mtangible assets for the years ended December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018
Goodwill Tetipsurial Others Mem‘bershlp Total
property right

Beginning balance W 126813 W 8258 W 172582 W 10477 W 318,130
Acquisition 3 396 9,101 596 10,093
Disposals - - (273) (328) (601)
Transfers(*1) - 236 (1,644) 2,846 1,438
Amortization - (904) 22,121) (16) (23,041)
Impairment loss ‘ (15) ; 12 3)
Orthers 176 15 1,807 82 2,080
Changes in scope of consolidation 5 (229) - (229)
Spin-offeffect (47,551} (6,708) {128,271) 36,991 (145,539)
Ending balance W 79438 W 1277 ¥ 30952 W 50,660 W 162,327

(In millions of Korean Won)

2017
Goodwill bofuricial Others Mem.bershlp Total
property right

Beginning balance Wo129623 W 7243 W 272002 W 11,112 W 420,070
Acquisition 496 933 8,579 226 10,234
Disposals - . (313) (1,839) (2,152)
Transfers(*1) - 1,823 377 17 2,217
Amortization - (1,669) (38,334) (38) (40,041)
Impairment loss (*2) - (72) (54,256) (141) (54,469)
Orthers (3.300) . (14,865) 1,140 (17,031)
Changes in scope of consolidation = - (698) - (6Y8)
Ending balance W 126,813 W 8258 W 172582 W 10,477 W 318130

(*1): Transters mclude transfer from or to property, plant and equipment.
(*2): The Group recognized impairment loss on the intangible assets for KRW 54,256 million since the cash flow
of operating facility of Somesevit Corporation 1s determined to be decreased. The impairment loss is presented as

other expenses in the consolidated statement of profit or loss.

(2) Amortization expenses are allocated to manufacturing cost (2018: KRW 13,516 million, 2017: KRW 18,753
million), selling and admmistrative expenses (2018: KRW 703 million, 2017: KRW 716 million) and research
and development expenses (2018: KRW 9,337 million, 2017: KRW 20,572 million), respectively.

(3) Impairment test for goodwill

Goodwill is monitored by the management at the operating segment or cash generating level. There are no changes
in goodwill allocation method in 2018 and 2017. The following is a summary of goodwill allocation for each

operating segment.
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(In millions of Korean Won)

2018
Beginning Increase Scp;::;ff Ending
Fabric R 6,654 W - W (6654 W 2
Industrial Materials 40,721 - (40,721) .
Heavy industrial 496 - - 496
Trading 2,216 - - 2,216
Others 76,726 - n 76,726
W___126813 W - W (47375 W 79438
2017
Beginning Increase adjl.(l::?.ttl:rel;nts Ending
Fabrie W 6,654 W - W - W 6,654
Industrial Materials 44,027 - (3.306) 40,721
Heavy industrial - 496 - 496
Trading 2,216 - . 2,216
Others 76,726 - - 76,726
W 120,623 W 496 W (3306) W 126,813

Goodwill impairment reviews are undertaken annually. As a result of Impairment test, the carrying value of other
operating segments does not exceed the recoverable amounts. The recoverable amounts have been determined
based on value-in-use calculations. These calculations use pre- tax cash flow projections based on financial budgets
approved by management covering five- vears period. Gross rate used for the projection of five-year period and

perpetual growth rate used for the period after are stated below.

The key assumptions used for value-in-use calculations in 2018 are as follows:

Key assumption factor Other business
Gross margin 0.97%
Growth rate(*1) 4.08%
Perpetual growth rate(*2) 1.00%
Pre-tax discount rate(*3) 9.90%

(*1): The average revenue growth rate, which is computed based on historical growth rate, is used to forecast five
years of cash flow.
(*2): Projected growth rate over five years.

(*3): Discount rate applied to the cash flow projections

19. Investment in Associates

(1) Details of associates of the Group as at December 31, 2018 are as follows.
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D

ecember 31, 2018 and 2017

Percentage of ownership(%)

Financial

Main business

Shareholders 2018 2017 statement date in
place
use
Hyosung T & U Co., Lid. 20.32 - Korea 2018-12-31
Hyosung Heavy Industry Co., Ltd. 3247 Korea 2018-12-31
Hyosung Advanced Matertal Co., Lid. 21.20 Korea 2018-12-31
Hyosung Chemical Co., Ltd. 20.17 - [Korea 2018-12-31
Taebaek Wind Power Co., Lid. 35.00 35.00 [<orea 2018-12-31
Pyeongchang Wind Power Co., Ltd. (*1) 42.00 42.00 Korea 2018-12-31
Hyosung Information System Co., Ltd. 50.00 50,00 Korea 2018-12-31
Hyosung Toyota 40.00 40.00 Korea 2018-12-31
Hyosung ITX Co., Ltd. 34.99 34.99 Korea 2018-12-31
Suncheon Eco Green Co., Lid. (*2) 29.50 20.50 [Korea 2018-12-31
Gwangju llbo Corporation 49.00 49.00 Korea 2018-12-31
Hyosung Vietnam Co., Ltd. {*3} 28.57 = Vietnam 2018-12-31
Hyosung Istanbul TEKSTIL LTD.STI (*3) 56.58 - Turkey 2018-12-31
PT. Papua Agro Lestari (*4) 15.00 15.00 Indonesia 2018-12-31
PT. GELORA MANDIRI MEMBANGUN (GMM) (*4) 15.00 15.00 Indonesia 2018-12-31

(*1): The Group has pledged its shares of Pyeongchang Wind Power Co., Ltd. as collateral for borrowings of
Pyeongchang Wind Power Co., Ltd. (Note 38).
(*2): The equity method was discontinued due to capital impairment.

(*3): Due to the decrease in ownership ratio resulting from the spm-of¥, it was reclassed to investment n associates

from subsidiaries. The Company assigned the voting right on Hyosung Istanbul TEKSTIL LTD. STT to Hyosung

TNC Corporation in accordance with the agreement between the shareholders.

(*4): The Group holds less than 20% of the associate’s equity shares. However, the Group has significant influence

over associate as the Group has involved n making decision and management communication.

(2) Details of equity method valuation for investment in associates as at December 31, 2018 and 2017 are as

tollows:
{In milhons of Korean Won)
Movements by equity method in 2018
5 Acquisition G::l“e‘:;.:':;’s sy g - Movement i
Shareholders Beginning (Disposals) Minm c?omprehensure Others(*l) fitsen Spinof Ending
TR income or loss
Hyosung T & C Co., Ltd. 176,483 - - = 176,483
Hyosung Heavy Industry Co., Tad. 161,041 273,320 . 4 434,370
Hyosung Advanced Material Cao., Lid. 116,476 - - 116,476
Hyosung Chemical Co., Ltd. = 97.688 ” . = . 97.688
Shinhwa Intertek Co., Ld. 14,230 {521) 36 15 {13,760) =
Taebaek Wind Power Co., Ltd. 7412 793 = {274) = 7.931
Pyeongchang Wind Power Co., Lid. 6,949 2,126 28 - - 9,103
Hyosung Information System Co., Ltd. 46,112 3,351 = (2,723) = 46,740
Hyosung Toyota 569 1.800 , {12} . 2,357
Hyosung ITX Co., Ltd. 21,437 2,455 {4,913} (2,319) Z 16,660
Hyosung Vietnam Co., Lid. {3.004) 2,268 188,603 187,867
Hyosung Istanbul TEKSTIL LTD.STI 3,668 1,063 122,469 127,200
PT. Papua Agro Lestari 9.919 143 {190} - 9.872
PT. GELORA MANDIRI
MEMBANGUN (GMM) b L ) ) il
Gwangyu [lbo Corporaton 3.561 (55) " {5) i 3.501
Other 2,640 {1,152) 150 . 2 = 1,638
117,238 550,536 283,992 {1.733) (5,318) 297,312 1,242,027

(*1): Dividend, remeasurement component of net defined benefit liabilities and ect. were included.
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{In milions of Korean Won)
Movements by equity method in 2017
Gain or loss

5.8 Acquisition on equity O g - .
Shareholders Beginning (Disposals) e ciomprehcnswc Others(*1) Ending
B income or loss
investments
Shinhwa Intertek Co., Ltd. 14,969 2 (371) (85) (283) 14,230
Taebaek Wind Power Co., Ltd. 6,650 4 762 5 . 7,412
Pyeongchang Wind Power Co., Ltd. 5,683 - 1,266 . - 6,049
Hyosung Information System Co., Lid. 46,581 - 1,969 - (2,438) 46,112
Hyosung Toyota - - 553 - 16 569
Hyosung ITX Co., Ltd. 18,328 : 3,513 1219 (1,623) 21,437
PT. Papua Agro Lestari 10,767 - 69 (917) - 9,919
PT. GELORA MANDIRI i
MEMBANGUN (GMM] 24 i 2 a9 ] 540
Gwangju IIlbo Corporation 4,007 - {430) - (16) 3,561
Other 3,844 (268) (151) : (785) 2,640
115,373 (268) 7,182 80 (5,129) 117,238

(*1): Dividend, remeasurement component of net defined benefit liabilities and ect. were included.

(3) Summary of condensed financial information of major associates, details of adjustments from the book
amount of mvestments in associates, and dividends received from associates as at and for the yvears ended
December 31, 2018 and 2017 are as follows:

(I malbiong of Korean Won)

2018
Eeotuflosy Oiehee ‘Total Dividends
MNon-current Current non-curmet from 3
Current assers e P Revenue i L pret e received from
asgers liabilities liakilities. continuing i - 5
. income income({loss) associares
operations
Hyosung T 8& C Co., Lid. o425 W o170 W loe007 W 677420 W osas00ss W 51408 W (18851 W 12648 W
Hyosung Heavy Industry Co., Lad. 1,512,2! 1,920,027 1,998,380 528,483 2,180,485 2,619 (16,946} (14,326}
Hyosung Advanced Matesial Co., Lid, 1,130,598 1,503,700 1,474,716 503,966 1,767,487 (23,744) 2,478 (21,267}
Hyosung Chemical Co., Lod, 429,020 1214926 TLHGTO 500,022 1,116,772 20,395 24M 23,256 =
Tazhack Wind Powes Co., Lid. 4,857 31,989 2029 11,255 §,232 2266 2266 274
Pyeongehang Wind Power Co., Ltd. I IBT T1LE24 5149 35,187 12,615 3063 - 2,063 -
Hyns Ifie Zyszem Co.
Ll"'jm"“g R 126,741 15772 44035 5000 176,941 6,701 (257 6,444 (2:595)
Hyosung Toyota 10.480 6,341 9343 1,382 111.041 4.501 (2% 4472 ]
Hyosung Haitex Co., Lid. 75,318 38,204 50042 5671 402,110 74017 (14,285} (7,268} (2179
Hyosung Vietnam Co., Lid, 422,144 445,330 436,789 G38 1,274,323 47,733 = 47,733 ]
Hyosung Istanbul TERSTIL LTDLET] 69,578 116,909 34,746 70,143 101,370 16,348 5 16,348
PT. Papua Agro Lestan 27,604 30,693 2485 17,529 = 957 (5,239) 4282}
PT. GELORA MANDIR]
. 683 - il il p
MEMBANGUN (GMM) 1850 51507 10,685 37.664 (L618) (970} {2594}
Gwangju ho Corporation 4,118 18542 14,092 1424 8112 (113} ) (122}
(In millions of Korean Won)
2017
RRp oy Cheher Toral Dividends
Mon-curren: Current BON-CUCTIED from
Current assets TR RS Revenue R b prel e received from
Assels Tiabilities liabiliries. CONTiuing B i ]
; incomes income({loss) asspciates
operations
Shirdee Intersek Co., Lid. w 71,055 W 125213 W 05420 W 7505 W 170560 W (LB W (557 W (2436) W 222)
Taehaek Wind Power Co., Lud, 4,745 34330 251 15,385 7056 2,215 2215 -
Pyeongehang Wind Power Co., Lid. 9,123 67880 &80 59,583 11,907 3038 = 3,038
5 rma Spszem Co.,
El’:“"“‘-"‘ R e 122,795 17,708 1851 4,768 197,460 5,318 : 5318 (2595
Hyosung Toyota 10.026 7595 1896 3,304 79,022 3235 4 3.235 -
Hyosung Haitex Co., Lid. 105,202 36,472 72732 7,541 105,062 10,413 3,486 13,499 B74)
PT. Papua Agro Lestari 31,951 3,502 4013 13,949 3,074 B4 T 91 -
PT. GELORA MANDIRI s
1,94 44, 4214 L4 - 434) 12 422
MEMBANGUN (GMM) 4 03 i 62 i)
Gurangju Tha Corporation 4,130 18,068 10,697 4,235 8329 {738) 7 (738}
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(4) Details of adjustments from financial information of major associates to the book amount of investments in

associates for the vears ended December 31, 2018 and 2017, are as follows:

(In milkions of Korean Won)

2018
Percent ;
Net assets of e Reas 0 Inter-group Book
. net assets Goodwill . Others
{(a) ownership transaction amount
(a*b)
(b)

Hyosung T & C Co., Ld. W 403,571 20.32% W 82006 W W - Wo94477 W 176,483
Hyosung Heavy Industey Co., Lid. 906,131 32.47% 294,221 140,150 434,371
Hyosung Advanced Material Co., 385,800 21.20% 81,791 34,685 116,476
Hyosung Chemical Co., Ltd. 367,249 20.17% 74,074 . . 23,614 97,688
Taeback Wind Power Ca., Ltd. 22,662 35.00% 7.932 7.932
Pyeongchang Wind Power Co., Ltd. 21.675 42.00% 9,104 9,104
Hyosung Information System Co., 93,478 50.00% 46,739 - - - 46,739
Hyosung Toyota 5,894 40.00% 2,358 - 2,358
Hyosung Haitex Co., Ltd. 47,909 34.99%, 16,763 - - (103} 16,660
Hyosung Vietnam Co., Lid. 237,036 28.57% 67,721 98,407 21,739 187,867
Hyosung Btanbul TEKSTIL 75,598 56.58% 42,773 64,108 20,319 127,200
PT. Papua Agro Lestari 44543 15.00% 6,681 3,191 = - 9,872
ELS Lo MR 4,808 15.00% 721 3,420 4,141
MEMBANGUN (GMM} ’ ’ .
Gwangju IIbo Corporation T.144 49.00% 3,501 - - - 3,501

(I milhons of Korean Worn)

2017
Percent
Net assets of # Tnteresisin Inter-group Book
" net assets Goodwill _ Others
() ownership transaction amount
(a*b)
(b)

Shinhwa Intertek Co., Ltd. W 93252 15.26% W 14230 W - W - W - W 14230
Taebaek Wind Power Co., Litd. 21,178 35.00% 7412 7412
Pyeongchang Wind Power Co., Ltd. 16,546 42.00% 6,949 = - 5 6,949
Hyosung Information System Co., 92,224 50.00% 46,112 46,112
Hyosung Toyota 1422 40.00%, 569 - 569
Hyosung Haitex Co., Lid. 61,400 34.99%, 21,484 - {47 21,437
PT. Papua Agro Lestari 44,851 15.00% 6,728 3,191 - - 9,919
E;;E;Sff};}"&gg‘ 6,595 15.00% 989 3420 4409
Gwangju ho Corporation 7.266 49.00% 3,561 - - - 3,561
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(5) Fair value of marketable investments n assoctates as at December 31, 2018 and 2017 are as follows:

2018
Market price per Fair value Book value
Number of shares share (in millions of  (in millions of
(in Korean won) Korean won) Korean won)
Hyosung ITX Co., Ltd. 4,349,000 W 10400 W 45230 W 6,961
Hyosung T & C Co., Ltd. 879,290 185,000 162,669 176,483
Hyosung Heavy Industry Co., Lid. 3,027,801 41,350 125,200 161,041
Hyosung Advanced Material Co., Ltd. 949,839 103,000 97.833 116,476
Hyosung Chemical Co., Lid, 643,481 142,000 91,374 97,688
2017
Market price per Fair value Bookvalue
Number of shares share (in millions of  (in millions of
(in Korean won) Korean won) Korean won)
Shinhwa Intertek Co., Ltd. 4,446,227 W 2415 W 10,738 W 14,230
Hyosung ITX Co., Ltd. 4,349,000 12,600 54,797 21,437

(6) Accumulated unrecognized changes in equity due to discontinued use of equity method for the year ended

December 31, 2018 are as follows:

(In mallions of Korean Won)

. Unrecognized
1
Hureasgnard o accumulated losses
Suncheon Eco Green Co., Ltd. W (1,529 W (1,916)
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R

Party Tran ion

Details of associates and other related parties as at December 31, 2018 are as follows:

(1) Associates

Region Related Party
Hyosung Heavy Industries Co., Ltd., Hyosung Advanced Materials Co., Ltd., Hyosung Chemical Co., Ltd., Tachaek Wind Power
Domestic Company, Pyeongchang Wind Power Co., Suncheon Eco Green Company, Hyosung TTX Co., Ltd., Hyosung Information System
Co., Hyosung Toyota Co., Pathfinder Youth Entrepreneurs Investment Assoaation
Asia Papua Agro Lestari, PT. GELORA MANDIRT MEMBANGUN(GMM}), Hyosung Vietnam Co., Lid.
Europe Hyosung Istanhul TEKSTIL LTD.STI

(2) Other related party

Region Related Party
Galaxia Corporation, Galaxia Device, Galaxia Micropayment, Galaxia Electronics, Gongdeuk Development, The Class Hyosung,
P The Premmum Hyosung, Dongyang Industry, Shindongpn Co., Ahip Automotive Group, Hatex Marketing Co., M & S
Corporation, Trinity Asser Management Co., Ltd., Happy Dudley Co., Ltd., Hyosung Premier Motors Co., Ltd., AES Co., Ltd.,
Saebitsum Co. and others
Hyosung Spandex {Zhuhai) Co., Ltd., Tianjin Galaxia Device Electronics Co., Ltd., Hyosung Spandex (Jiaxing} Co., Ltd., Hyvosung
China Spandex (GuangDong) Co., Ltd., Huizhou Galasia Device Electromcs Co., Ltd., Qingdao Galaxia Device Electronics Co., Ltd.,
DNS Technology Co., Ltd., Wethat Newsolim Electronics Co., Ltd. and others
. Galaxia Japan, Hyosung DongNai Co LTD, HYOSIING T&D INDIA Pyt Ltd, Hyosung Vina Chemicals Co., Ltd, HYOSUNG
VINA CONSTRUCTION CO., LTD and others
China GST Global GmbH, Hyosung Luxembourg 5.4, Hyosung Europe SRL and others
America Hyosung Mexico CITY 8.A. de CV., HYOSUNG BRASIL INDUSTRIA E COMERCIO DE FIBRAS LTDA, and others
Others Hyosung South Africa (PTY) LTD, and others
(3) Others
Region Related Party
. Galaxia SM, Galaxia Communications, Shinseong Motor Co., Ltd., Jmheung Enterprise Co., Ltd., Taeyoung Construction Co.,
Domestic
Led., and others
China TB China, Ltd., SHINWHA INTERTEK (SUZHOU} CO., LTD, DONGGUAN SHINWHA INTERTEK CORT and others
America IB America, Inc. and others
Europe Shinwha Intertek Slovakia S.R.O and others

Those entities are not subject to the related party in accordance with Korean IFRS 1024, but the entity belongs to

a large enterprise group in accordance with the Monopoly Regulation and Fair-Trade Act. Therefore, the Group

ncluded those entities in the scope of the related parties.
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(4) Significant transactions with related parties

1) Significant transactions and outstanding balances with relate parties for the years ended December 31, 2018

and 2017 are as follows:

(In millhons of Korean won)

2018
Sales and Dividend Purchase and  Acquisition of
Others (*1) income Others Fixed Assets
Associates
Hyosung Heavy Industry W 55,665 W - W 85,610 W 7
Hyosung TNC Co., Ltd. 35,978 - 56,267 -
Hyosung Chemical Co., Ltd. 34,759 - 1,165 -
Hyosung Advanced Material Co., Ltd. 33,786 i 90,644 1
Hyosung Information System Co., Ltd. 472 2,595 310 1,004
Hyosung Vietnam Co., Lid. 2,401 - 131,913 -
Others 6,339 2,453 9,397 459
169,400 5,048 375,306 1,464
Other related parties
Global Safety Textiles LLC 25,380 - 559 241
HYOSUNG T & D INDIA Pvt Ltd 12,025 - 388 -
Hyosung Japan Co., Ltd 5,430 - 106 E
Galaxia Electronics (China Huizhou} CO., Lid. 2021 - 129,259 69
Hyosung DongNai Co., LTD 848 - 108,370 B
Others 8,610 - 31,848 408
54,314 - 270,530 718
Others
Shinwha intertek Co., Ltd. 3,992 S 3 &
Galaxia Communications 1,080 - 20 -
Jin Heuong International Co. 1,056 - - 2,748
Others 2 - 6,234 &
6,130 - 6,257 2,748
Total W 220844 W 5048 W 652,093 W 4,930

(*1): Revenue, rental income, interest income and others are included in revenue and others. Purchase of raw

materials, export fees, service fees, interest expense and others are included in purchases and others.
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(In millions of Korean won)

2017
Sales and Dividend Purchase and  Acquisition of
Others (*1) income Others Fixed Assets
Associates
Shinhwa Intertek Co., Ltd. W 13,180 222 W 27 W
Hyosung Haitex Co., Ltd. 12,004 874 6.652 777
Hyosung Information System Co., Ltd. 231 2,595 148 1,593
Others 1,323 36 946 -
26,738 3,727 7.773 2,370
Other related parties
Galaxia Device Co., Ltd. 229 - 13,687 -
Galaxia Electronics, Inc. 40,501 - 20.258 1,255
Gongduk Development Co., Ltd. 19 - 9.035
Shin, Dong-Jin Co. - = 6,347 %
Huizhou Galaxia Device Electronics. Co., Ltd. 358 - 110,440 466
Others 4,610 - 461 991
45,717 - 160,228 2,712
Others
Galaxia SM i - 6.607 -
Jin Hung International Co. 3,099 - - 2,000
Others 1,059 . 12 -
4,163 ’ 6.619 2,000
Total W 76,618 W 3,727 W 174,620 W 7,082

(F1): Revenue, rental income, mterest income and others are included in revenue and others. Purchase of raw

materials, export fees, service fees, interest expense and others are mcluded in purchases and others.
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Hyosung Corporation and Subsidiaries

Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

(In millions of Korean won)

2018
Tra:: ;g:;;:;bles Other r;:lt;wables T T ——
Associates
Hyosung Heavy Industries Co., Ltd. (¥2) W 12241 W 23316 W 44,355 W 5218
Hyosung Chemical Co., Ltd. 10,395 8 364 2,07
Hyosung Advanced Material Co., Ltd. 9,349 181 1,293 1,201
Hyosung TNC Co., Ltd. 8,568 483 11,410 1,597
Hyosung Vietnam Co., Ltd. 760 & 44,254 -
Gwangju [Ibo Corporation - 7,980 - 55
Others 276 4,983 166 1,013
41,58% 36,951 101,842 11,101
Other related parties
Global Safety Textiles LLC 8,200 - 544 -
Hyosung Europe SRL 2,858 470 4 274
Hyosung DongNai Co., LTD 301 23 16,615
Galaxia Electronics (China Huizhou) CO., Lad. 885 9,219 55
Others 1,011 877 6,196 58
12,970 2,255 32,578 367
Others
Shinhwa Intertek 145 = “ .
Galaxia SM 20 - 112 140
Jin Hung International Co. 1 - - 3,023
Others 2 - 3 694
168 - 115 3,857
Total W 54,727 W 39,206 W 134,535 W 15,345

(*1): Non-trade receivables, loans, accrued income and others are included in other receivables. Non- trade
pavables, deposits recerved and others are included in other payables.

(¥2): The membership right on Hyosung Heavy Industries amounting to KRW 40,800 million has been accounted
for as intangible assets.
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Hyosung Corporation and Subsidiaries
Notes to the Consolidated Financial Statements

December 31, 2018 and 2017

Associates
Gwangju IIbo Corporation
Shinhwa Intertek Co., Ltd.
Hyosung ITX Co., Ltd.
PT. GELORA MANDIRI
Others

Other related parties
Galaxia Flectromcs, Inc.
Gongduk Development Co., Ltd.
The Class Hyosung
Shin, Dong-fin

Huizhou Galaxia Device Electronics. Co., Ltd.

Others

Others
Galaxia SM Co.
Jin Hung International Co.
Others

Total

(In millions of Korean womn)

2017

Trade receivables Other
and Others receivables(*1) Todepiiles; Quuerpayables
W - W 7727 W - W 55
2,718 ’ : 2,499
058 - 1,157 2,746
: 4,738 7 :
521 062 323 4,173
4197 13,427 1,480 9,473
20,417 129 1,584 40)
- 4,637 . 20
85 5 - 5,733
- 4,204 . 596
4,214 1,671 14,314 272
61 2,885 2,078 -
24777 13,531 17,976 6,661
- 19 1,978 1,329
1 17,292 - 20,113
16 - 3 693
17 17,311 1,981 22,135
W 28991 W 44260 W 21437 W 38,269

(*1): Non-trade receivables, loans, accrued income and others are included in other receivables. Non- trade

payables, deposits received and others are included in other payables.

2) Fund transter to related parties for the years ended December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

2018
‘Translati
Beginning e Collsstlse Exclusion er:::anlon Ending Contribution
halance (spin-off) : EE balance in cash
differences
Associates
Suncheon Foo Green Ca,, Lid. W 924 35 W - (1,269 W - I -
PT. Gelora Mandin Membangun 4,738 = 207 4,045
Gwangju llho Corporation 7,149 7,149
Pathfinder Youth .Er-ul.r:ljrcucurs . ) ) 1,080
Investment Association
Other related parties
The Class Hyosung 47 47 - -
Abseung Automotive Group 100 {100
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Hyosung Corporation and Subsidiaries
Notes to the Consolidated Financial Statements

D

ecember 31, 2018 and 2017
{In mullions of Korean won)
2017
Beginning ; Lrpnknag Ending Conrribution
Loans Collection exchange <
balance B balance in cash
differences
Associates
Gwangju Iiho Corporation W 7,149 W - W - W - W 7149 W -
Suncheon Eco Green Co., Lid. - 924 - - 924
Pathfinder Youth Entreprencurs
- . - - 00
Investment Association
PT. GELORA MANDIRIT -
MEMBANGUN (GMM) b ] ' ¥ i
Others related parties
The Class Hyosung 444 130 (127) - 47 2
Ahseung Automotive Group 100 - - 100
Others
iy Hung International Co. - - - - - 28,400

(*1): The Group has transferred all of its contract performance guarantee deposits to Suncheon Eco Green
Corporation as a loan. As at December 31, 2017, the Group has provided allowance for bad debts amounting to
KRW 924 million and KRW 924 million is recognized for bad debt expenses for the vear ended December 31,
2017.

3) Details of renumeration to key management for the years ended December 31, 2018 and 2017 are as follows:

{In millions of Korean won)

2018 2017
Salaries and other short-term employee benefits W 7.017 W 5,843
Post-employment benefits 731 383
W 7748 W 6,226

4) Derails of collaterals and payment guarantee provided by the Group for the related parties as at December 31,

2018 are as follows:

(In millions of Korean won)

2018
Carryi Secured
rying u Secured T Amoun't of Provided by
amount amount asset borrowings
Associates
Sooncheon Eco W W Equity ; Industrial Bank of
Green }  security Beconogs S Korea and others
Pyeonchang ; Equity g . Woori Bank and
b ) i J o 3
Wind Power LR B3N security Rl 0713 others
W 0,104 W 6,510 94,346

In addition, the Group provides the payment guarantee of KRW 120,755 million i terms of borrowings of
Hyosung DongNai Co., Ltd (other related parties). The Group provides 2 checks and 4 notes as collaterals to
Oksan Ochang Highway Corporation and Soonchon Eco Green Corporation (Note 38).
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Hyosung Corporation and Subsidiaries
Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

21. Trade P les an her P, 1

(1) Trade payables and other payables as at December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

2018 2017
Trade payables W 304,646 W 1,417,474
Other payables 166,483 656,318
Long-term other payables 220,786 400,493
W 691,915 W 2,474,285

(2) Details of other payables as at December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

2018 2017
Other payables

Non-trade payables W 95442 W 439,806
Accrued expenses 33,869 118,223
Withholdings 36,049 64,491
Withholding deposits 1,123 33,798
166,483 656,318

Long-term other payables
Non-trade payables 6,100 20,247
Accrued expenses 366 6,156
Withholding deposits 214,320 374,090
220,786 400,493
W 387268 W 1,056,811

(3) The fair value of other long-term payables was measured by discounting the nominal amounts of future cash

inflow with the discount rates reflecting the credit risk.

2018 2017
Discount Rate 1.60%~3.40%% 1.60%~5.00%
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Hyosung Corporation and Subsidiaries

Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

22, Borrowings
(1) Borrowings as at December 31, 2018 and 2017 are as follows:

(In millions of Korean won)
2018 2017

Short-term borrowings
Short-term borrowings W 748,072 W 3,323,341
Current portion of long-term

borrowings and debentures A L.592,696
1,571,441 4,916,997

Long-term borrowings
Long-term borrowings 249,188 1,179,017
Debentures 693,738 1,166,072
942,926 2,345,089
W 2,514,367 W 7,262,086

The Group provides some of the Group’s property, plant and equipment as collateral for the above borrowings
(Notes 16 and 38).

(2) Details of borrowings as at December 31, 2018 and 2017 are as follows:
1) Short-term borrowings

{In mullions of Korean won)

An li
Creditor A i 2018 2017
rate(%0)
Bank overdrafts - - W - W 6,427
General loan Woori Bank and athers 3.00~4.83 372,817 2,368,711
Collz lized borrowings
(*_;’) HEHEEC DOV Woori Bankand others  3.61~4.08 90,981 690,626
Others Woori Bank and others 2.55~4.65 284,274 257,577

W 748,072 W 3,323,341

(*1): The Group sold trade recervables denominated in foreign currencies at a discount to the financial institutions.
The Group may retain an obligation to compensate a financial institution for debtors' fallure to make payment
when they become due, an obligation known as a “recourse obligation'. Recourse obligations related to the sales

of recetvables with recourse are accounted for as collateralized borrowings (Notes 7 and 38).
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Hyosung Corporation and Subsidiaries
Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

2) Long-term borrowings

(In millions of Korean won)
Annual interest

Creditor rate(%) 2018 2017

Hyosung Corp.
Long-term borrowings denc  Korea Enery Co. 0.75 W 1,171 W 419,947
Long-term borrowings denc - . E 219,334

Subsidiaries
Long-term borrowings denc Woori Bank and others 3.25~4.95 367,544 867,765
The Export-Import
Long-term borrowings denc  Bank of Korea and 4.75~5.11 62,707 165,303
others

Total 431,422 1,672,349
Less: Current portion (181,988) (492,982)
Present value discounts (246) (350)
W 249188 W 1,179,017

Above long-term borrowings are subject to installment repayment or lump-sum repayment at maturity date.
Borrowings are collateralized with the Group’s available-for-sale financial assets and property, plant and

equipment, and others (Notes 12, 16 and 38).

3} Debentures

(In millions of Korean won)
Interest rate as at

Maturity date Dec 31, 2018 (%) 2018 2017
Hyosung Corporation
253-2nd Public subscriptionbond ~ 2018-02-21 - W - W 30,000
256-2nd Public subseription bond 2018-02-25 - - 100,000
256-3rd Public subscription bond 2020-02-25 = E 50,000
257-1st Public subscription bond 2018-06-26 - - 150,000
257-2nd Public subscription bond 2020-06-26 - - 70,000
258th Private bond 2018-12-29 - - 28,473
259-1st Public subscription bond 2019-04-25 - - 102,000
259-2nd Public subscription bond 2021-04-25 2 2 08,000
260-1st Public subscription bond 2019-12-27 - - 120,000
260-2nd Public subscriptionbond ~ 2021-12-28 - - 30,000
Hyosung Capital
110th Debenture 2018-01-02 - - 15,000
128th Debenture 2018-12-31 z - 3,000
129th Debenture 2018-03-28 - - 20,000
130th Debenture 2018-04-23 - - 20,000
133-1st Debenture 2019-06-14 4.43 20,000 20,000
133-2nd Debenture 2019-06-14 4.43 9.000 9,000
136th Debenture 2018-06-24 = e 20,000
137th Debenture 2018-06-28 - - 20,000
139th Debenture 2018-07-18 - - 10,000
146-2nd Debenture 2018-01-30 - - 3,000
146-3rd Debenture 2018-02-28 - - 15,000
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Hyosung Corporation and Subsidiaries

Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

147-3rd Debenture 2018-03-05 - - 10,000
148th Debenture 2018-03-09 . . 15,000
149th Debenture 2018-03-20 = - 18,000
150-2rd Debenture 2018-03-30 - - 20,000
151st Debenture 2018-04-05 - s 15,000
152-2nd Debenture 2018-01-11 - - 15,000
153-2nd Debenture 2018-01-14 - - 15,000
154-2nd Debenture 2018-01-26 = = 20,000
155-2nd Debenture 2018-02-02 - - 5,000
156th Debenture 2018-02-19 - - 15,000
157-2nd Debenture 2018-02-22 - - 15,000
158th Debenture 2018-02-23 . - 20,000
160th Debenture 2018-06-05 - - 17,000
161st Debenture 2018-03-13 - - 5,000
164th Debenture 2018-01-11 = = 21,000
165th Debenture 2018-01-23 - - 10,000
167th Debenture 2018-02-01 - - 30,000
168th Debenture 2018-02-06 - - 10,000
169th Debenture 2018-05-08 - - 6,200
170th Debenture 2018-05-16 - - 5,000
171st Debenture 2018-05-23 - - 10,000
172-1st Debenture 2018-03-08 - - 10,000
172-2nd Debenture 2018-06-08 - - 20,000
173-1st Debenture 2018-03-13 - - 20,000
173-2nd Debenture 2018-06-13 - - 20,000
174th Debenture 2018-06-17 - - 5,000
175th Debenture 2018-07-03 - - 10,000
176-1st Debenture 2018-04-04 - . 20,000
176-2nd Debenture 2018-07-04 - - 10,000
176-3rd Debenture 2018-09-28 - - 10,000
176-4th Debenture 2018-10-04 - - 20,000
176-5th Debenture 2019-04-04 4.03 1,500 1,500
177th Debenture 2019-05-10 4.01 20,000 20,000
178th Debenture 2019-05-24 3.96 20,000 20,000
179th Debenture 2018-11-25 - - 10,000
180-1st Debenture 2019-05-26 3.95 8,000 8,000
180-2nd Debenture 2019-11-26 4.24 20,000 20,000
181st Debenture 2019-05-30 30 20,000 20,000
182-1st Debenture 2018-12-07 - - 20,000
182-2nd Debenture 2019-06-07 3.94 20,000 20,000
183-1st Debenture 2018-12-14 - - 5,000
183-2nd Debenture 2019-06-14 3.87 5,000 5,000
183-3rd Debenture 2019-09-16 4.04 15,000 15,000
184-1st Debenture 2019-03-22 3.69 20,000 20,000
184-2nd Debenture 2019-06-24 3.83 10,000 10,000
184-3rd Debenture 2019-12-22 4.24 20,000 20,000
185-1st Debenture 2018-10-01 . - 10,000
185-2nd Debenture 2019-07-01 3.78 5,000 5,000
185-3rd Debenture 2019-12-29 4.24 10,000 10,000
186th Debenture 2019-07-04 LA 30,000 30,000
187-1st Debenture 2019-07-19 3.73 22,000 22,000
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Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

187-2nd Debenture 2019-10-19 4.02 10,000 10,000
188-1st Debenture 2019-01-31 331 10,000 10,000
188-2nd Debenture 2019-07-31 3.68 20,000 20,000
188-3rd Debenture 2019-10-31 3.91 10,000 10,000
188-4th Debenture 2020-01-31 4.08 5,000 5,000
189-1st Debenture 2019-08-08 3.67 10,000 10,000
189-2nd Debenture 2019-11-08 3:01 10,000 10,000
189-3rd Debenture 2020-02-07 41 10,000 10,000
190-1st Debenture 2020-02-17 4,18 10,000 10,000
190-2nd Debenture 2020-08-17 4.62 10,000 10,000
191-1st Debenture 2019-11-22 3.98 10,000 10,000
191-2nd Debenture 2020-02-21 4.19 10,000 10,000
192nd Debenture 2019-11-25 4.01 10,000 10,000
193rd Debenture 2020-08-31 4.57 10,000 10,000
194-1st Debenture 2019-09-05 3.59 10,000 10,000
194-2nd Debenture 2020-03-05 4.01 3,000 3,000
195th Debenture 2019-09-13 3.4 10,000 10,000
196th Debenture 2020-03-22 397 10,000 10,000
197th Debenture 2019-03-26 3.1 20,000 20,000
198-1st Debenture 2019-07-10 %32 2,000 2,000
198-2nd Debenture 2019-10-10 3.58 4,000 4,000
198-3rd Debenture 2020-04-10 4.33 20,000 20,000
199-1st Debenture 2019-04-24 3.48 10,000 10,000
199-2nd Debenture 2019-10-24 3.87 13,000 13,000
200th Debenture 2019-04-26 3.47 20,000 20,000
201-1st Debenture 2019-04-30 3.56 20,000 20,000
201-2nd Debenture 2020-04-30 4.64 20,000 20,000
202nd Debenture 2019-05-06 3.59 17,000 17,000
203rd Debenture 2019-11-21 4.18 19,000 19,000
204th Debenture 2019-11-25 4.09 20,000 20,000
205-1st Debenture 2018-11-28 - - 20,000
205-2nd Debenture 2019-11-28 4.04 20,000 20,000
206th Debenture 2019-12-09 3.94 20,000 20,000
207th Debenture 2019-06-22 3.35 10,000 10,000
208-1st Debenture 2019-12-26 3.83 20,000 20,000
208-2nd Debenture 2020-06-26 4.49 10,000 10,000
209th Debenture 2020-01-11 3.86 15,000 =
210th Debenture 2020-01-20 3.9 10,000 -
210-1st Debenture 2020-06-08 3.65 10,000 -
210-2nd Debenture 2020-12-08 4.29 10,000 -
211-1st Debenture 2019-07-30 3.28 7,000 -
211-2nd Debenture 2020-01-30 3.85 15,000 -
212nd Debenture 2020-02-14 3.86 20,000 -
213rd Debenture 2019-08-21 3.35 10,000 -
214-1st Debenture 2019-08-26 355 5,000 -
214-2nd Debenture 2020-02-26 3.85 20,000 -
215th Debenture 2020-03-13 3.86 20,000 -
216-1st Debenture 2020-03-30 3.77 20,000 -
216-2nd Debenture 2020-09-30 4.53 20,000 -
217-1st Debenture 2020-04-27 % A5 20,000 -
217-2nd Debenture 2020-10-27 4.45 20,000 -
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218th Debenture 2020-05-25 3.68 10,000 -
219th Debenture 2020-06-05 3.64 10,000 -
221st Debenture 2020-12-14 4.28 10,000 -
222-1st Debenture 2020-06-25 3.64 10,000 -
222-2nd Debenture 2020-09-25 3.93 5,000 -
222-3rd Debenture 2020-12-25 4.32 20,000 -
223-1st Debenture 2020-09-28 292 10,000 -
223-2nd Debenture 2020-12-28 4.32 20,000 -
223-3rd Debenture 2021-06-28 4,66 10,000 &
224th Debenture 2021-01-06 4,18 10,000 -
225th Debenture 2021-01-18 4.16 20,000 -
226th Debenture 2021-07-26 4.52 20,000 -
227th Debenture 2020-07-31 %52 10,000 =
228th Debenture 2021-08-13 4.44 20,000 =
229-1st Debenture 2021-03-03 3.98 30,000 -
229-2nd Debenture 2021-09-03 4.35 20,000 -
230th Debenture 2021-03-17 3.88 30,000 .
231st Debenture 2021-03-22 3.93 20,000 -
232-1st Debenture 2020-10-11 3.42 10,000 .
232-2nd Debenture 2021-04-12 3.97 10,000 -
232-3rd Debenture 2021-10-11 43 20,000 -
233rd Debenture 2021-11-12 4.14 10,000 2
234rd Debenture 2021-11-29 4.01 10,000 -
235-1st Debenture 2021-06-28 3.55 10,000 =
235-2nd Debenture 2021-12-28 3.89 20,000 -
24th ABS 2018-11-16 - - 35,000
25th ABS 2018-01-17 > = 6,000
25th ABS 2018-02-14 - - 5,000
25th ABS 2018-03-16 = = 5,000
25th ABS 2018-04-17 - - 5,000
25th ABS 2018-06-15 - - 5,000
25th ABS 2018-07-17 - 2 5,000
25th ABS 2018-08-17 = = 5,000
25th ABS 2018-09-17 = = 5,000
25th ABS 2018-10-17 - - 5,000
25th ABS 2018-11-16 - - 5,000
25th ABS 2019-01-17 = = 5,000
25th ABS 2019-03-15 = « 5,000
26th ABS 2019-01-06 2.29 5,000 =
26th ABS 2019-02-06 2.37 5,000 -
26th ABS 2019-03-06 2.44 4,000 =
26th ABS 2019-04-06 2.5 4,000 -
26th ABS 2019-05-06 2.56 4,000 -
26th ABS 2019-06-06 2.6 4,000 -
26th ABS 2019-07-06 2.64 4,000 -
26th ABS 2019-08-06 2.67 3,000 s
26th ABS 2019-10-06 2.26 3,000 .
26th ABS 2019-12-06 2.31 3,000 -
26th ABS 2020-02-06 2.36 3,000 -
Asset Backed Short-Term Bond 2018-02-08 - - 15,000
Asset Backed Short-Term Bond 2018-02-08 - - 5,000
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Asset Backed Short-Term Bond 2018-02-12 = - 10,000
Asset Backed Short-Term Bond 2018-02-19 - 3 10,000
Asset Backed Short-Term Bond 2018-02-22 2 = 10,000
Asset Backed Short-Term Bond 2018-02-23 - - 7,000
Asset Backed Short-Term Bond 2018-03-13 - 7,000
1,357,500 22T

Less : Current portion (661,500) (1,100,673)
Discount on bonds payable (2,262) (3,428)
W 693.738 W 1,166,072

23. Post-emplovment Benefits

(1) Details of net defined benefit liabilities as at December 31, 2018 and 2017 are as follows:

{In millions of Korean won)

2018 2017
Present value of defined benefit obligations W 168,557 W 456,270
Fair value of plan assets(*1) (158,488} {432,995}
Net defined benefit liabilities W 10,068 23,275

(*1): The contributions to the National Pension Fund of KRW 122 million are included in the fair value of plan
assets as at December 31, 2018 (2017: KRW 462 muillion).

(2) The amounts recognized in the profit or loss for the years ended December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

2018 2017
Current service cost W 35,062 W 60,780
Interest expense 6,507 9,723
Interest income (7,707) (11,304)
Service cost of the past period and adjustment 26,109 6
W 59971 W 59,205

(3) Line ifems including total expenses in the profit or loss for the years ended December 31, 2018 and 2017 are

as follows:

(In millions of Korean won)

2018 2017
Cost of sales W 30485 W 32,984
Selling and admimstrative expenses 25,999 22,900
Research and development expenses 3,487 3.321
W 59971 W 59,205
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(4) Movements i the defined benefit obligations for the vears ended December 31, 2018 and 2017 are as follows:

Beginning balance

Current service cost

Interest expense

Service cost of the past period and adjustment
Benefit payments

Remecasurements:

Actuarial loss from change in demographic assumptions
Actuarial loss (gain) from change in financial assumptions

Actuarial loss (gain) from experience adjustments
Transfer from(to) associates
Others(Transfer due to spin-off and etc.)
Ending Balance

(5) Movements in the fair value of plan assets for the years ended December 31, 2018 and 2017 are as follows:

{In millions of Korean won)

2018 2017

W 456,270 W 437,373
35,062 60,780

6,507 9,723

26,109 6

(25,285) (26,423)
1,091 :

4,616 (20,340)

(8.688) (4,303)
(1,552) (529)
325,573) (17

W 168,557 WF 456,270

(In millions of Korean won)

2018 2017
Beginning balance W 432995 W 393,874
Interest ncome 7,707 11,304
Employer’s contributions 31,158 60,778
Benefit payments (33.917) (24,114
Remeasurements (4,358) (6,031)
Others (275,097 (2,816)
Ending balance W 158,488 W 432,995

(6) Plan assets as at December 31, 2018 and 2017 consist of the followings:

2018 2017
Deposits W 136,785 W 320,864
Debt instruments 21,703 112,131
W 158,488 W 432 995

(7) Remeasurements of net defined benefit liabilities recognized as other comprehensive mncome(expenses) tor
the vears ended December 31, 2018 and 2017 are as follows:

(Inmillions of Korean won)

2018 2017
Before income tax effects W (1,650 18,612
Income tax effects 323 (4,608)
After income tax effects W 1,327) 14,004
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(8) The significant actuarial assumptions as at December 31, 2018 are as follows:

2018 2017
Discount rate 0.35%~2.75% 0.3%~3.39%
Wage growth rate 1.02%~3.34% 1.02%~4.57%

(9) The sensttivity of the defined benefit obligation to changes in the principal assumptions is as follows:

Changes in assumption Impact on defined benefit obligation
Discount rate 1.0% increase/ decrease 0.84%~8.7% decrease / 0.85%~10.25% increase
Wage growth rate 1.0% increase/ decrease 0.85%~10.14% increase / 0.85%~8.77% decrease

The above sensitivity analyses are based on a change mn an assumption while holding all other assumptions
constant. The sensitivity of the defined benefit obligation to changes in principal actuarial assumptions is calculated
using the projected unit credit method, the same method applied when calculating the defined benefit obligations

recognized on the consolidated statement of financial position.

The methods and types of assumptions used in preparing the sensitivity analysis have not been changed compared

to the previous period.

(10) The Group reviews the funding level on an annual basis and has a policy of recovering deficit. Expected
contributions to post-employment benefit plans for the year ending December 31, 2019 are KRW 15,273

million.

The expected maturity analysis of undiscounted pension benefits as at December 31, 2018 are as follows:

(In millions of Korean won)

Less than 1 Between 1 Between 2
Over 5 years Total
year and 2 years and 5 years
Pension benefits W 6,420 W 5239 W 20,603 W 155,804 W 188,075

The weighted average duration of the defined benefit obligations s 1.22 ~ 11.5 years.
(11) Defined Contribution Plan

The expense recognized in the current period in relation to defined contribution plan was KRW 4,112 million
(2017: KRW 5,870 million).
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24. Tax Expen nd Deferred Tax

(1) Income tax expense for the vears ended December 31, 2018 and 2017 consists of the followings:

(In millions of Korean won)

2018 2017
Current tax
Current tax on profit for the year W 115,167 W 197,023
Adjustments in respect of prior years (82,580) {92,439)
Total current tax 32,588 104,584
Deferred tax
Origination and reversal of temporary differences 151,496 (66,760)
Impact of change in tax rate - 2,082
Total deferred tax 151.490 (64.677)
Income tax expense W 184,084 W 41,989
Income tax expense(benefit) from discontinued operation 80,917 127,342
Income tax expense(benefit) from continuing operation 103,167 (85,353)

(2) Details of reconciliation between the tax on the Group’s profit before tax and the theoretical amount arising

from the weighted average tax rate are as follows:

(In millions of Korean won)

2018 2017

Profit before income tax expense W 3,610,061 W 382,829
Tax calculated at tax rates 873,173 139,358
Tax effects of

Income not subject to tax (687,859) (5,451)

Expenses not deductible for tax purposes 9,944 27,104

Adjustment in respect of prior years (82,580) (92,439)

Tax credits (18,685) (33,743)

Others 90,000 5,078

Impact of change in tax rate - 2,082
Income tax expense(benefit) W 184,084 W 41,989
Income tax expense(benefit) from discontinued operation 80,917 127,342
Income tax expense(benefit) from continuing operation 103,167 (85,353)
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Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

(3) The nming of collection and settlement of deferred income tax assets and labilities for the vears ended
December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

Deferred tax assets 2018 2017
Deferred tax asset to be recovered after more than 12 months W 2,635 W 327,986
Deferred tax asset to be recovered within 12 months 29,656 406,505

32,291 374,491

Deferred tax liabilities
Deferred tax liability to be recovered after more than 12 months (266,554) (495,047)
Deferred tax liability to be recovered within 12 months (6,499) 2,479

(273,052) (493,168)

Deferred tax assets(liabilities), net W (240,761) W (118,677)

(#) The movements in the deferred income tax account for the years ended December 31, 2018 and 2017 are as

follows:
(Inmillions of Korean won)
2018 2017

Begmnming balance W (118,677) W (183,354}
Tax charged to the statement of profit or loss (151,497 53,653
Tax charged (credited) to components of other comprehensive mcome 35,055 11,024
Transfer by spin-off (5.641) -
Ending balance W (240,761) W (118,677

(5) The movements in deferred tax assets and liabilities for the years ended December 31, 2018 and 2017, without

taking into consideration the offsetting of balances within the same tax jurisdiction, are as follows:

{In mdlions of Korean won)

2018
Beginning Statement of S x Transfer by Ending
balance  profitor loss com‘prehenswe spin-off balance
income
Deferred tax liabilities
Gains on revaluation ofland W (281,542) W 1 W - W 184,702 W (96,839
Investment in subsidiaries and associates (59,411) 121 (22,837) 4,368 (77,759)
Defined benefit pension plan assets (92,296) (293) 774 67,161 (24,654)
Reserve for research and human resource development (4,400 4,033 - - (367)
Gain from fire insurance policy (546) 2 - 101 (444)
Others 65,367) (145,337) 63,919 (1,026) (147,811)
(503,562) (141,474 41,856 255,305 (347.874)
Deferred tax assets
Available-for-sale financial assets 98,530 (664) (5,771) (88,145) 3,950
Post-employment benefit obligation 97,619 8,666 (1,030) (74,321) 30,934
Provision for receivables in excess of tax limit 24,985 (6,298) - (22,955) (4,268)
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Government grants 5,430 (629) - T4 4,727
Loss on valuation of inventories 14,969 353 = (35,453) {20,131)
Impairment loss on property, plant and equipment 38,839 (3.089) - (8.242) 27,508
Provision for guarantees 224 (10.754) . (10,5300
Accrued compensated absences 2,740 1,015 > (5.314) (1,559
Provision for warranties 3.558 1,121 = (13,501) (8.822
Provision for construction loss 1,019 (744) - (2,282 (2,007)
Long-term employment allowance 12,113 (189) = (1,388) 10,536
Others 84,859 1,189 - (9,271) 76,777
384,885 (10,023) (6,801) (260,947) 107,115
W (118677 W 151497y W 35055 W (5,641) W (240.761)

(In millions of Korean won)

2017
Beginning Statement of Other Ending
balance  _profit or loss _comprehensive balance
Deferred tax liabilities
Gains on revaluation of land W (285743) W 4201 W - W (281,542
Investment in subsidiaries and associates (59,411) - - (59,411)
Defined benefit pension plan assets (83,7606) (9,784) 1,254 (92,296)
Reserve for research and human resource development {12,467) 8,067 - (4,400)
Gam from fire msurance policy (540) - - (546)
Others (80,793) 7.214 8,212 (65,367)
(522,726) 9,698 9,466 (503,562)
Deferred tax assets

Available-for-sale financial assets 89,757 (4,127) 12,900 98,530
Post-employment benefit obligation 88.038 15,443 {5.862) 97,619
Provision for receivables in excess of tax hmit 24,985 - - 24,985
Government grants 7253 (2,303) - 5,430
Loss on valuation of inventories 7,662 7,307 - 14,969
Impairment loss on property, plant and equipment 13,342 25,497 & 38,839
Provision for guarantees 224 - - 224
Accrued compensated absences 2,167 573 - 2,740
Provision for warranties 3,558 = - 3,558
Provision for construction loss 1,551 (532) - 1,019
Long-term employment allowance 11,601 512 = 12115
Others 88,754 1,585 {5,480) 84,859
339,372 43,955 1,558 384,885

W (183354 W 53,653 W 11,024 W (118,677)

(6) The Group does not recognize deferred tax assets (liabilities) if it is not probable that the temporary difference
will reverse mn the foreseeable future, and also the Group does not recognize deferred tax assets (liabilities)
for taxable temporary differences associated with mvestments in subsidiaries and associates, which deferred
tax assets (liabilities) are unrealizable due to low potential dividend pavment and disposal of investments in
the foreseeable future. Therefore, the Group did not recognize deferred income tax assets of KRW 210,872
million as at December 31, 2018 (2017: KRW 698,566 million).
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2 her Liabiliti

(1) Details of other liabilities as at December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

2018 2017
Other current liabilities

Advances W 125,937 W 412,328
Unearned revenues 24,463 19,631
Provision 17,890 12,332
168,290 444,291

Other non-current liabilities
Long-term advances W 3495 W 19,600
Provision 7,520 107,144
11,015 126,744
W 179305 W 571,035

(2) Details of provision for the years ended December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

2018
Constmc‘tlon Produa:?t ki Total
warranties warranties
Beginning balance W 54,677 W 262 W 64,537 W 119476
Additional provisions 11,466 30 30,961 42,457
Used during the year (8,053) - {21,809 (29.862)
Others - (38) (44.637) (44.675)
Movemrnts from spin-off (55,790 - (6,197) (61,987)
Ending balance W 2300 W 254 W 22855 W 25,409
(In millions of Korean won)
2017
Conslmc'tl on Pro du;::t Others Total
warranties warranties
Beginning balance W 50,522 W 1,164 W 54201 W 105.887
Additional provisions 21,578 266 67,087 88,931
Used during the year (17,423) - (54,28%) (71,712)
Others ] (1.168) (2.462) (3.630)
Ending balance RL 54677 W 262 W 64,537 W 119476
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2

The Group’s total number of authorized shares is 200,000,000 shares and the total number of ordinary shares
sssued 1s 21,071,025 shares with a par value of KRW 5,000 per share as at December 31, 2018.

27. Retained Earnings

(1) Retained earnings as at December 31, 2018 and 2017 consist of the followings:

(In millions of Korean won)

2018 2017 Remark

Legal reserves W 75,670 W 59,036 (*1)
Discretionary reserves

Research and development reserves 16,667 50,000 (*2)

Business stabilization reserves 985

Facility reserves 2,677,000 2,522,199
Unappropriated retained earnings 3.584,089 510,933

W 6,353,426 W 3,143,153

(*1): The Commercial Act of the Republic of Korea requires the Group to appropriate for each financial period,
as a legal reserve, an amount equal to 2 minimum of 10% of cash dividends paid until such reserve equals 50% of
its issued share capital. The reserve is not available for cash dividends payment but may be transferred to share
capital or used to reduce accumulated deficit. When the accumulated legal reserves (the sum of capital reserves
and earned profit reserves) are greater than 1.5 times the paid-in capital amount, the excess legal reserves may be
distributed (in accordance with a resolution of the shareholders’ meeting).

(*2): The Group appropriates a certan portion of its retamned earnings as reserves for research and development
which are provided in order to obtain tax benefits under the Special Tax Treatment Control Law. Among these

reserves, the reversed amount according to the terms of related tax laws may be distributed.
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(1) Other components of equity as at December 31, 2018 and 2017 consist of the followings:

(In millions of Korean won)

2018 2017

Other capital surplus W 316,263 W 315,975
Treasury shares(*1) (14,223) (34,204)
Gain (loss) on valuation of available-for- sale financial (122,858) 4414
assets
Gain (loss) on valuation of derivatives 613 613
Change in equity from applying the equity method 331 3.694
Cumulative effect of foreign currency translation (12,183) (84,790)
Losses on capital reduction(*2) (4,816,959) 2
Gain on sales of treasury shares 183,913 -
Other capital adjustments (2,224) {1,752)

W (4,467,327) W 203,950

(*1): The Group acquired 1,848,851 shares of treasury stock through a merger in 1998 and hald 740,201 shares as
a result of the spin-off and acquisition of fraction shares as at December 31, 2018.

(*2): The Group recognized the difference between carrying amount and fair value of the non-cash assets to be
distributed to the stake holders as a result of the spin-off as gain on disposal of discontinued operation. In this

regard, other capital injection was reduced.

29. Reven

Details of revenue for the years ended December 31, 2018 and 2017 are as follows:

(In millions of Korean won)

2018 2017
Merchandise W 1,626,159 W 1,464,059
Finished goods 800,573 745,499
Construction 3232 27,936
Housing 2 557
Other 533,042 454,796
W 2,991,006 W 2,692,847
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December 31, 2018 and 2017

30. Expenses by Nature

Cost of sales, selling and administrative expenses and research and development expenses by nature for the years
ended December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018 2017

Changes in inventories of finished goods and work in process and others W (1,529) ¥ 26,057
Changes in merchandise 1,404,395 1,319,150
Raw materials and consumables used 372,820 387,962
Employee benefits expenses 316,006 268,593
Depreciation and amortization 79,642 92,276
Electricity expense 7,779 8,315
Export expense 2,084 6,987
Fuel expense 9,216 6,860
Service expense 37,684 67,228
Outsourcing expense 137,707 43,612
Others 481,718 429,882

Total(*1) W 2,847,522 W 2,656,922

(*1): Total of cost of sales, selling and admmistrative expenses and research and development expenses in the

consolidated statements of profit or loss.

1. Empl Benefits Expenses

Employee benefits expenses for the years ended December 31, 2018 and 2017 consist of the followings:

(In millions of Korean Won)

2018 2017
Salaries W 902,578 W 1,023,952
Employee welfare benefits 108,086 142,367
Pension costs - defined contribution plans 4,112 5,870
Pension costs - defined benefit plans (Note 24) 59,971 59,205
W 1,074,747 W 1.231,394

(*1): Above amount includes the employee salaries included in gain or loss from discontinued operation.
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2. Selli nd Administrative Expen

Selling and administrative expenses for the years ended December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018 2017

Salaries W 106,452 W 08,373
Post-employment benefits 11,050 7,706
Employee welfare benefits 12,470 12,393
Training 742 1,001
Transportation 8,265 7,865
Communications 2,361 2,551
Taxes and dues 9,070 8,772
Rental expenses 18,044 17,754
Depreciation 12,028 6,617
Amortization 5,326 10,674
Bad debt expenses 22 25,200
Entertainment 6,201 6,895
Advertising expense 15,629 14,906
Service fee 14,742 15,126
Professional service fee 28,149 39.642
Others 26,807 20,081

W 277358 W 295,542

33. Other Income and Other Expense

Details of other income and expense for the years ended December 31, 2018 and 2017 are as follows:

(In millions o f Korean Won)

2018 2017
Other income:
Gam from bargam purchase W 189 W g
Gain on disposal of property, plant and equipment 892 202
Reversal of provision for impairment loss on other assets 563 837
Dividend 420 351
Miscellaneous gains 21,771 11,777
W 23,835 W 13,167
Other expense:
Loss on disposal of property, plant and equipment W 4,964 W 336
Loss on disposal of intangible assets 66 29
Impairment loss on intangible assets - 6
Other bad debt expenses 3,177 21,007
Donations 1,997 842
Miscellaneous losses 15,500 14,052
W 25,704 W 36,272
Net other income (expense) W (1,869) W (23,105)
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Finance Incom Expen

(1) Details of finance income and expense for the years ended December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018 2017
Finance income
Inferest income W 1,952 W 1,559
Gain on disposal of financial assets 1 T
Gain on foreign currency transactions 22,893 32,637
Gain on foreign currency translation 14,727 25,673
(Gain on derivative transactions 8.3306 5,932
Gain on valuation of derivatives E 3,476
Valuation gain on financial assets 2,341 -
W 50,250 W 70,054
Finance expense
Interest expenses 29,231 28,630
Loss on foreign currency transactions 23,846 33,933
Loss on foreign currency translation 24,636 25,604
Loss on derivative transactions 248 2,536
Loss on valuation of derivatives 161 890
Impairment loss on financial assets g 2,495
Loss on disposal of financial assets 156 -
Valuation loss on financial assets 3,279 -
Nego commission 1,541 815
Loss on disposal of account receivable 94 123
W 83,193 W 95,027
Net finance income (expense) W (32,943) W (24,973)

(2) The Group recognizes income and expenses related to exchange differences as finance income and expenses.

35. Earnings per Share

(1) The calculation details of basic earnings per share for the years ended December 31, 2018 and 2017 are

computed as follows:

2018 2017
Profit attributable to the ordinary equity holders(*1)
(In millions of Korean Won)
Profit or loss of the year from continuing operation 402,164 84,783
Profit or loss of the year from continuing operation 2,955,608 240,791
Weighted average number of ordinary shares outstanding 21,690,071 shares 33,268,604 shares
Earnings per shares (In Korean Won)
From continuing operation 18,541 2,548
From discontinued operation 136,266 7,238
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(2) Weighted average number of ordinary shares outstanding for the years ended December 31, 2018 and 2017

are as follows:

(Unit: Per share)

2018
Weighted
Outstanding : RANE avef’age
y Weighted number of ordinary
ordinary shares .
shares outstanding
Beginning 33,268,604 365 days/365 days 33,268,004
Movements from spin-off (20,199,733) 214 days/ 365 days (11,810,773)
Acquisition of treasury shares (13,9213 166 days/365 days (6.314)
In-kind capital increase 7,275,874 12 days/365 days 238,553
Weighted average number of ordinary I ” _
shares outstanding 20,330,824 21,690,071
(Unit: Per share)
2017
Oussinding . Weighted avef*age
. Weighted number of ordinary
ordinary shares :
shares outstanding
Beginning 33,268,604 365days/365days 33,208,604
Movements from spin-off - . ,
Acquisition of treasury shares - = =
In-kind capital increase = = =
Weighted average number of ordinary
33,268,604 33,268,604

shares outstanding

Dividen
The dividends paid in 2018 and 2017 were KRW 166,343 million (KRW 5,000 per shate), respectively.
A dividend in respect of the year ended December 31, 2018, of KRW 5,000 per share, amounting to a total dividend

of KRW 101,654 million, 1s to be proposed to shareholders at the annual general meeting on March 15, 2019,

These consolidated financial statements do not reflect this dividend payable.
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(1) Details of cash generated from operations for the years ended December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018 2017
Profit before income tax W 3,610,061 W 382,829
Adjustments for
Interest income and expense, net 13,143 80,787
Gain (Loss) on foreign currency translation, net 9,523 (67,093)
Gain (Loss) on valuation of derivatives, net (979 (24,711)
Depreciation and amortization 315,670 664,548
Loss (Gain) on disposal of property, plant, equipment, intangible assets, 5,089 11,712
and investment property
Impairment loss on property, plant, equipment, intangible assets, and - 161,043
investment property
Bad debt expense and other bad debt expense 32,642 172,036
Reversal of allowance for bad debt (2.227) (1.045)
Gain (Loss) on disposal of financial assets, net 4,630 (18,363)
Impairment loss on financial assets 961 17,053
Dividend income {1,351) (16,761)
Post-employment benefits 59971 59,204
Additional provisions 12,009 87,354
Loss on disposal of trade receivables 773 1,758
Gain (loss) from investment in associates (454,493) {6,938)
Gain (Loss) on disposal of discontinued operation, net (2,859,339) -
Others (9,035) 68,803
Changes in operating assets and liabilities
Deecrease (increase) m trade receivables (42,056) (380,001)
Decrease (increase) in inventories (110,064) (243,832)
Increase in other receivables 76,820 (24,773
Increase i due from customers for contract work (28,785) (28,045)
Decrease in other financial assets 9,130 5,602
Decrease (increase) m other assets (70,316) (27,120)
Decrease in Currency translation differences (790) (210,973)
Increase in trade payables 201,201 (2.886)
Increase (decrease) in other payables (218,914 411,625
Decrease in due to customers for contract work (228,077) (102,8106)
Decrease in other financial liabilities {(4,040) (30,225)
Payment of warranty expenses (8,053) (17,423)
Payment of defined benefits (13,150) (3,562)
Others (15,869) (60,370)
Cash generated from operations W 283,485 W 857.417

Non-cash involved transaction includes an additional paid-in capital increase amounting to KRW 436,552 million

for the current period.
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{2) Changes in liabilities arising from financial activities

(In millions of Korean Won)

2018
Short-term Long-term
: B : Totals

borrowings borrowings
Beginning balance W 4,916,906 W 2,345,080 W 7,262,085
Cash flow 1,169,995 349,792 1,519,787
Transfe ly established

i Susisi (4.266,619) (1,683,503) (5,950,122)

companies by spin-off
Others(*1) (248,931) (68,452) (317,383}
Ending balance W 1,571,441 3 942,926 W 2,514,367

(*1): Others include exchange differences or changes in scope of consolidation to liabilities.
38. Contingencies and Commitments
(1) Notes and others provided as collaterals

The Group provided 7 notes and 6 checks as collaterals to the customers and others as at December 31, 2018.
(2) Commitment with financial institution

The Group entered into agreements such as bank overdrafts, trade bill discounts, open local L/C, general loans
and others with financial institutions with a limit of KRW 1,465,255 million. Also, the Group entered into trade
receivables discount agreements with a limit of KRW 273,649 million as at December 31, 2018.

(3) Guarantees provided for others
The Group has provided payment guarantees for the related parties including associates and etc. (Note 20).

In accordance with Article 530-9 (1) of Commercial Act of the Republic of Korea, the Group is jointly liable to
pay the outstanding liabilities resulting from the habilities as at the date of the spin-oft for the newly established
companies; Hyosung TNC Corporation, Hyosung Corporation, Hyosung Advanced Materials Corporation and
Hyosung Chemical Corporation. The Group is jointly responsible with the newly established companies for the
payment guarantee, commitment on cash deticiency support, conditional acceptance on debts and completion of

construction that existed before the date of the spin-off.
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(4 Guarantees provided by others

Details of guarantees provided by others as at December 31, 2018 and 2017 are as follows:
(In millions of Korean Wony

2018
y Guaranteed
Guarantor Details of guarantees
amounts
The Export-Import Bank Of
- S Performance guarantee for contracts W 81,140
Korea, Woori bank and etc. g ¥
Machinery Financial Cooperative ~ Warranty deposit for delivery contracts 71,925
Payment guarantee related to construction 123.955
Seoul Guarantee Insurance project e
Korea Software Financial
: Performance guarantee for contracts 48,217
Cooperative
Construction Guarantee
Performance guarantee for contracts 6,488

Cooperative and others

(5) Assets pledged as collaterals

1} Details of assets pledged as collaterals for the Group’s borrowings and others as at December 31, 2018 are as

follows:
(In milhons of Korean Won)
2018
Canying Maximum .
Secured assets amount of Lien
. pledge amount
borrowings
Property, plant and equipments, etc. KRW 1,350 KRW 38,469 KDB and others
Inventory USD 43,000,000 USD 43,000,000 Wells Fargo Bank
Other financial business assets KRW 20,000 KRW 38,000 KDB Capital
Account receivables KRW 90,981 KRW 90,981 Woorn Bank
Other financial assets KRW - KRW 3,621 I\ilachmeqf! Haniciil
Cooperative

Cash and cash equivalent Korsy Federatignof
. 9 KRW 170,000 KRW 221,000 Community Credit
Property, plant and equipments Cooperative,, Credit Union

(*1): Some of property, plant and equipment were provided as collaterals for the Group’s borrowings (collateral
amount: KRW 435,839 million) and the borrowings of the Group were transferred to the newly established

companies.

2) The equity for Gongdeck Gyeongwoo Development Corporation was provided as collateral for the
borrowings amounting to KRW 170,000 million of Gongdeok Gyeongwoo Development Corporation as at
December 31, 2018. The equity for Pyeongchang Wind Power Corporation (investments m associates,
carrying amount: KRW 9,104 million) was provided as collateral for the borrowings of Pyeongchang Wind
Power Corporation. The equity for Soonchon Eco Green Corporation (investments in associates, carrying
amount: KRW 0) was provided as collateral for the borrowings amounting to KRW 37,915 million of
Soonchon Eco Green Corporation (Notes 19 and 20).
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(6) Pending lawsuits

Details of pendmg lawsuits as at December 31, 2018 and 2017 are as follows:

(In millions of Korean Won)

2018
Number of
: Claim amounts Description
lawsuits
Lawsuit as a plainaff 13 cases W 33,670 R A
cancellation of corporate tax levy
Lawsuit as a dependent 20 cases 189,476 Claims for damages

The final outcome of the above cases cannot vet be estimated at end of the reporting period. Accordingly, no

provision for potential losses arising from the claims was reflected in the consolidated financial statements.

Among the above lawsuits, there were 9 cases (claim amount: KRW 30,068 million) that was filed against the

Group 1n relation to the newly established companies’ business as at December 31, 2018.
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Information on n-controlling Inter

(1) Changes n Accumulated Non-controlling Interests

The profit or loss allocated to non-controlling interests and accumulated non-controlling interests of subsidiaries
that are material to the Group for the years ended December 31, 2018 and 2017 15 as follows:

2018
Profit
A lated
% of non- attributable to cc:::: A
c:(_)ntrol’lmg non—} controlling
interests controlling .
) interests
interests
Hyosung Capital 2.51% W 600 W 10,542
Hyosung TNS 45.98% 9,210 142,454
Hyosung Investment Development Co., Ltd. 41.25% 50,650 24,252
Hyosung Vietnam Co., Ltd. 11.79% 5,894 58,486

The dividend paid to the non-controlling interests was KRW 17,820 million for the year ended December 31,
2018.

(In millions of Korean Won)

2017
Profit
Accumulated
% of non- attributable to
X non-
controlling non- .
; . controlling
interests controlling ;
) interests
interests
Hyosung Capital 2.85% W 756 W 11,864
Hyosung TNS 45.98% 60 134,789
Hyosung Investment Development Co., Ltd. 41.25% (3.982) 23,361
Hyosung Vietnam Co., Ltd. 11.79% 13,095 27,816

The dividend paid to the non-controlling interests was KRW 20,130 million for the year ended December 31,
2017.

(2) The summarized financtal information for each subsidiary with non-controlling interests that are material to

the Group before inter-company eliminations is as follows:
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{In millions of Korean Won)

2018
Hyosung
Hyosung Hyosung Investment “?;Z:Ei.
Capital TNS Development - 2
Co., Ltd.(*1)
Summarized statement of financial position:
Current assets W 2,111,083 W 393,758 W 2403 W 429,144
MNon-current assets 288,268 231,247 59,570 445,339
Current liabihties 1,089,207 319,490 3,981 636,789
Non-current habilites 96,736 502 3,195 658
Summarized statement of comprehensive income:
Revenues 83,207 725,038 227 1,274,323
Profit for the period 22,979 25,905 43,042 47,753
Total comprehensive income 22,505 22072 44,388 47,753
Summarized statement of cash flows:
Cash flows from operating activities 268,705 2,942 43,360 89,714
Cash flows from mvesting activities {933) (20,753) (150) (87,770)
Cash flows from fnancing activities (303,802) 20,204 (43,200 (192)
Increase or decrease in cash 36,049 2,393 10 3,891)
(*1): Stand-alone financial information basis.
{In milkons of Korean Won)
2017
Hyosung
Hyosung Hyosung Investment Vii[u}-(;:“égo.
Capital TNS Development Lad. ’
Co., Ltd.(*1)
Summarized statement of financial position:
Current assets W 222574 W 355,561 2171 W 335,297
MNon-current assets 2,482,796 257,077 58,241 445,573
Current liabilities 1,404,209 328,793 3,987 465,626
Non-current hiabilities 899,188 159 2,790 750
Summarized statement of comprehensive income:
Revenues 222,286 605,005 1,050 1,224,618
Profit for the period 26,532 7,069 40,563 118,650
Total comprehensive income 14,909 7,085 40,409 68,716
Summarized statement of cash flows:
Cash flows from operating activities {134,150) 54,305 38,827 195,676
Cash flows from investing activities (53,622) {46,197) 9,912 34,008
Cash flows from financing activities 232,108 46,634 (48,752) 221,921)
Increase or decrease i cash 44,336 54,742 (13 7,763

(*1): Stand-alone financial information basis.
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Hyosung Corporation and Subsidiaries
Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

nconsoli red Entiti

(1) The nature of business unconsolidated structured entities as at December 31, 2018 and 2017, are as follows:

(In mullions of Korean Won)

Unconsolidated Structured Entities' Assets

e:::;]’;‘s’:;‘;; Financing method 2018 2017
Enforcement of Issuance of equity W 3,971,545 3,182,494
Investment fund and mvestment and shares
mnvestment trust profit sharing
Mortgage loan Investment and in Issuance of equity 1,255,946 1,816,552
real property and shares and
collection through borrowings
sales
Securitization of assets Securitizaton and Issuance of ABL 190,222 349,610
collection of assets and ABCP
Investment in vessels Investment in Issuance of equity 39,502 19,830
vessels and profit shares and
sharing borrowings

(2) The risk of interest in unconsolidated structured entities as at December 31, 2018 and 2017, are as follows:

(In millions of Korean Won)

2018
Available-for-
sales financial Loan receivable Totals
assets
Investment fund and
et ARG 234576 W . W 234,576
investment trust
Mortgage loan - 231,666 231,666
Securitization of assets - 36,204 36,204
Investment in vessels 5 10,183 10,183
(In millions of Korean Won)
2017

Avallable—fctr- Loan receivable Totals

sales financial
Inves t fund :
lovesmentiund and. 0, 200,703 W g *: 200,703
nvestment frust
Mortgage loan - 101,856 101,856
Securitization of assets = 45,462 45,462
Investment in vessels - 9,742 9,742

Maximum exposure to loss on interest in unconsolidated structured entities as at December 31, 2018 and 2017 is

equal to the book amount.
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Hyosung Corporation and Subsidiaries
Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

1, Discontin ration
(1) Spin-off

As a result of the spin-off dated on June 1, 2018, the controlling company was separated into the surviving
company; Hyosung Corporation that manages the equities and investments of the subsidiaries, and newly
established companies; Hyosung TNC Corporation, Hyosung Corporation, Hyosung Advanced Matertals
Corporation and Hyosung Chemical Corporation that operate its business in textile and trading, heavy industries
and construction, industrial materials and chemical products, respectively. In accordance with Article 530-9 (1) of
Commercial Act of the Republic of Korea, the newly established companies and surviving company are jointly
liable to pay the liabilities of the Group existed before the spin-otf. The details of spin-off are presented as follows:

Entity type Company name Business segment

The rest of all businesses except for
L . textile and trading, heavy industries
Surviving company after spin-off Hyosung e construcﬁon,gi’ndu;iia] e -
and chemical products

Hyosung TNC Textle and trading

Hyosung Heavy Industries [ Heavy industries and construction
Hyosung Advanced Material | Industrial materials

Hyosung Chemical Chemical products

Newly established company by spin-off

The continuing operation and discontinued operation were presented as separate line items in the consolidated
statements of comprehensive income, respectively and the consolidated statement of comprehensive income
herein presented as comparative purpose was testated.

(2) Gam or loss from discontinued operation mcluded in the statements of comprehensive income for the years
ended December 31, 2018 and 2017 are as follows:
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Hyosung Corporation and Subsidiaries

Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

(In millions of Korean Won)

2018 2017

Revenue W 4,315,495 W 9,853,562
Cost of sales 3,780,087 8,478,930
Gross profit 535,408 1,374,632
Selling and administrative expenses 231,373 538,879
Research and development expenses 41,913 100,870
Operating profit 262,122 734,883
Other income 25,114 53,674
Other expenses (17.461) 338,111)
Finance income 82,734 372,769
Finance expenses {165,979 (435,170
Investment gain (loss) on associates (3,043) (552)
Profit before income tax 183,487 387,493
Income tax benefit expense 80,917 127,342
Net profit for the period from discontinued operation 102,570 260,151
Gain from disposal of discontinued operation 2,859,339 =

Profit for the year from discontinued operation W 2,961,900 T 260,151

(3) Cash flows incurred from the discontinued operation for the years ended December 31, 2018 and 2017 are

as follows:
(In millions of Korean Won)
2018 2017
Cash flows from operating activities W (46,965) W 414,517
Cash flows from investing activities (581,938) (327,300)
Cash flows from financing activities 879,396 77,778
Net cash flows W 250493 W 164,995
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Hyosung Corporation and Subsidiaries

Notes to the Consolidated Financial Statements
December 31, 2018 and 2017

(#) The details of assets and liabilities transferred to the newly established companies as at December 31, 2018
are as follows:

(In millions o f Korean Won)

2018
Current assets W 4,518,707
Cash and cash equivalents 1,109,215
Trade and other receivables 1,671,346
S;fk&om customers for contract 168,731
Other financial assets 43,125
Other current assets 204,520
Inventories 1,311,435
Current income tax assefs 10,329
Non-current assets 5,836,686
Long—term trade and other 103,866
receivables
Property, plant and equipment 4,852,032
Investment property 350,462
Intangible assets 187,539
Investments in subsidiaries and
associates Lot
Other non-current financial assets 201,821
Other non-current assets 32,271
Deferred tax assets 95,014
Total assets 10,355,393
Current liabilities 6,027,500
Trade and other payables 1,317,105
Due to customers for contract work 122,819
Borrowings 4,266,619
Other financial liabilities 76
Current tax hiabilities 76,343
Other current liabilities 244,538
Non-current liabilities 2,112,870
Long-term trade and other payables 230,022
Long-term borrowings 1,683,503
Other non-current financial liabilities 47,809
Post-employment benefit obligation 68,522
Deferred tax liabilities 1,225
Other non-current liabilities 81,789
Total liabilities 8,140,370
Net assets 2,215,023
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Hyosung Corporation and Subsidiaries
Notes to the Consolidated Financial Statements

D

ecember 31, 2018 and 2017

(5) Changes m equity resulting from the spin-off

{In milhons of Korean Won)

Share Share Retained e 4 Nmb.
Canital Pisstina —_—_ Component Sub-total controlling Total
apt g of Equity interests
M
ovementS gy 06612 W (9434 W - W (454948 W (4735494 W 2,693 W (4,732.801)
from spm-off

(6) Disposal gain orloss from discontinued operation

In case where the non-cash assets that are equally treated by the all owners holding the same type of equity
instruments are distributed for free, the Group recognizes the dividend payables at fair value at the time when the
Group declares the distribution and has had an obligation to distribute the relevant assets and liabilities.
Accordingly, the Group determined the fair value of the non-cash assets distributed by using the estimates and
valuation model based on the judgment of the independent external valuation agency. The Group has recognized
the difference between the non-cash assets distributed and the recognized dividend payables at the time of
distribution as gain or loss from discontinued operation.

(In millions of Korean Won)

2018
Fair value of spin-off segment W 5,003,005
Carrying amount of spin-off segment 2,215,023)
Non-controlling interests for spin-off division 134,187
Accumulated other comprehensive income of spin-off segment (62,830)
Gamn from disposal of discontinued operation 2,859,339

In the meanwhile, gain or loss from discontinued operation does not involve the cash inflows and the fair value
on the non-cash assets distributed is accounted for as other equity adjustment (deduction of equity). Therefore,
equity increase effect resulting from the disposal gain or loss was not accounted for. The key assumptions used

for the fair value measurement of non-cash assets distributed are as follows:

(In millions of Korean Won)

2018
Fair value of spin-o ff segment W 5.003,005
Carrying amount of spin-off segment (2,215,023)
Non-controlling interests for spin-off division 134,187
Accumulated other comprehensive mcome of spin-o ff segment (62,830)
Gain from disposal of discontinued operation W 2,859,339




