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To the Shareholders and the Board of Directors of
Hankook Tire Worldwide Co., Ltd.:

Report on the Financial Statements

We have audited the accompanying financial statésrefrHankook Tire Worldwide Co., Ltd. (the “Compén The
financial statements consist of the statementrafiftial position as of December 31, 2014 and 2848 the related
statement of comprehensive income, statement ofggsin shareholders’ equity and statement of flagls, all
expressed in Korean won, for the years then eraietla summary of significant accounting policied ather explanatory
information.

Management's Responsibility for the Financial Statments

Management is responsible for the preparation aimgpfesentation of these financial statementaoalance with
Korean International Financial Reporting StanddflsIFRS”) and for such internal control as manageindetermines is
necessary to enable the preparation of financéstents that are free from material misstatemérgther due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an audit opiniortlese financial statements based on our audésoffducted our audits
in accordance with Korean Standards on AuditingSAs”). Those standards require that we comply wifttical
requirements and plan and perform the audit toioléasonable assurance about whether the finastei@ments are free
from material misstatement, whether due to fraudroor.

An audit involves performing procedures to obtaidibevidence about the amounts and disclosurégifinancial
statements. The procedures selected depend anditer’'s judgment, including the assessment ofifles of material
misstatement of the financial statements, whethbertd fraud or error. In making those risk assesssnéhe auditor
considers internal control relevant to the entipreparation and fair presentation of the finansiatements in order to
design audit procedures that are appropriate icitbeamstances, but not for the purpose of expngsah opinion on the
effectiveness of the entity’s internal control. Amndit also includes evaluating the appropriatenésscounting policies
used and the reasonableness of accounting estimatds by management, as well as evaluating thalbypeesentation of
the financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basrsour audit opinion.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (‘DTTL"),

its network of member firms, and their related entities. DTTL and each of its member firms are legally separate and independent entities.
DTTL (also referred to as “Deloitte Global”) does not provide services to clients.

Please see www.deloitte.com/kr/about for a more detailed description of DTTL and its member firms.

Member of Deloitte Touche Tohmatsu Limited



Deloitte

Opinion

In our opinion, the financial statements presemlyfdan all material respects, the financial pasit of the Company as of
December 31, 2014 and 2013, respectively, anéhigméial performance and its cash flows for theryd¢laen ended in
accordance with K-IFRS.

Deloine Agj" LLC

March 19, 2015

Notice to Readers

This report is effective as of March 19, 2015, dlielitors' report date.  Certain subsequent eventsaumstances
may have occurred between the auditors' reportatatehe time the auditors' report is read. Swelnts or
circumstances could significantly affect the accamying financial statements and may result in nicaliions to the
auditors’ report.



HANKOOK TIRE WORLDWIDE CO., LTD.
(the “Company”)

FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED
DECEMBER 31, 2014 AND 2013

The accompanying financial statements, includihdpalktnote disclosures, were prepared by,
and are the responsibility of, the Company.

Cho, Yang Rai/Cho, Hyun Shick
Chief Executive Officer
Hankook Tire Worldwide Co., Ltd.



HANKOOK TIRE WORLDWIDE CO., LTD.

STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2014 AND 2013

(Continued)

ASSETS Notes 2014 2013
(Korean won in thousands)
CURRENT ASSETS:

Cash and cash equivalents 29,30 W 211,798,689 W 70,876,555
Short-term financial assets 30 180,000,000 226,000,000
Financial assets at FVTPL 5,30 - 3,487,265
AFS financial assets 5,30 - 2,000,000
Trade and other accounts receivable 4,28,30 28,739,804 25,930,083
Other financial assets 6,28,30 32,976,000 99,573,753
Other current assets 7 2,212,194 1,690,574

TOTAL CURRENT ASSETS 455,726,687 429,558,230

NON-CURRENT ASSETS:

AFS financial assets 5,30 20,733,839 18,239,682
Investments in associates 8 1,906,798,987 1,777,832,408
Property, plant and equipment 9,31 30,341,586 31,180,296
Investment property 10 26,704,361 27,874,542
Intangible assets 11 6,423,100 5,691,820
Defined benefit assets 14 645,129 2,462,227
Other financial assets 6,28,30 58,395,054 59,678,838
Other non-current assets 7,31 650,018 650,018

TOTAL NON-CURRENT ASSETS 2,050,692,074 1,923,609,831

TOTAL ASSETS W 2,506,418,761W 2,353,168,061




HANKOOK TIRE WORLDWIDE CO., LTD.

STATEMENTS OF FINANCIAL POSITION (CONTINUED)

AS OF DECEMBER 31, 2014 AND 2013

LIABILITIES AND SHAREHOLDERS’ EQUITY Notes 2014 2013
(Korean won in thousands)
CURRENT LIABILITIES:
Trade and other accounts payable 12,28,30 W 4,617,442 W 4,663,009
Current tax liabilities 6,936,059 4,574,988
Other financial liabilities 16,30 429,313 -
Other current liabilities 13 2,051,440 989,132
TOTAL CURRENT LIABILITIES 14,034,254 10,227,129
NON-CURRENT LIABILITIES:
Defined benefit liabilities -
Other provisions 15 169,026 136,369
Other financial liabilities 16,28,30 8,893,925 8,799,358
Deferred tax liabilities 26 68,206,875 62,674,031
TOTAL NON-CURRENT LIABILITIES 77,269,827 71,609,758
TOTAL LIABILITIES 91,304,080 81,836,887
SHAREHOLDERS' EQUITY:
Capital stock 17 46,510,087 46,510,087
Other paid-in capital 18 1,286,905,972 1,286,905,972
Retained earnings 19 1,114,488,258 963,156,351
Other equity 20 (32,789,636) (25,241,236)

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES
AND SHAREHOLDERS’ EQUITY

(Concluded)

2,415,114,681

2,271,331,174

2,506,418,761W

2,353,168,061

See accompanying notes to financial statements.



HANKOOK TIRE WORLDWIDE CO., LTD.

STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014

2013

Notes
CONTINUING OPERATION:

OPERATING REVENUE 21,28

OPERATING EXPENSES 22,28

OPERATING INCOME

Financial income 23

Financial expense 24

Other non-operating income 25,28

25,28

Other non-operating expense

INCOME BEFORE INCOME TAX EXPENSE

INCOME TAX EXPENSE 26

NET INCOME FROM CONTINUING OPERATIONS

DISCONTINUED OPERATION:

NET INCOME FROM DISCONTINUED OPERATIONS

NET INCOME

OTHER COMPREHENSIVE INCOME (LOSS)

Items not to be reclassified subsequently to poyfibss
Remeasurements of retirement benefit plan 19
Retained earnings changes due to investments in

) : . 19
associates accounted for using the equity method
Tax effects on other comprehensive income 19

Items to be reclassified subsequently to profibes
Gains on valuation of AFS financial assets 20
Equity changes accounted for using the equity nietho 20
Tax effects on other comprehensive income 20

COMPREHENSIVE INCOME

(Continued)

(Korean won in thousands,

except for income per share data)

W 229,263,916 W 153,514,281
(41,033,408)  (33,938,185)
188,230,508 119,576,096
18,559,058 70,415,336
(4,900,151) (15,518,178)

2,267,235 4,897,067
(41,3

(2,011,506) 04)
202,145,144 179,329,017
(18,318,154)  (19,177,196)
183,826,990 160,151,821
183,826,990 160,151,821
(12,534,957)  (24,100,734)
(4,986,557) 6,812,975
(82,398) 5,954,284
(5,182,153) 2,427,709
277,994 (1,569,018)
(4,986,557) 6,812,975
(7,548,400) (30,913,709)
2,515,107 (10,394,941)
(9,935,915) (24,271,066)
(127,592) 3,752,298
(7,548,400) (30,913,709)
W 171,292,033W 136,051,087




HANKOOK TIRE WORLDWIDE CO., LTD.

STATEMENTS OF COMPREHENSIVE INCOME (CONTINUED)

FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

Notes 2014

2013

(Korean won in thousands,
except for income per share data)

NET INCOME ATTRIBUTABLE TO:
Owners of the Company:

Net income from continuing operations W 183,826,990 W
Net income from discontinued operations

183,826,990

160,151,821

160,151,821

Non-controlling interests:
Net income from continuing operations -
Net income from discontinued operations -

COMPREHENSIVE INCOME ATTRIBUTABLE TO:
Owners of the Company 171,292,033
Non-controlling interests

171,292,033

136,051,087

136,051,087

NET INCOME PER SHARE (Korean won):
Basic and diluted income per share of continuing
: 27
operation 2,005

2,727

Basic and diluted income per share of discontinued

operation W - W

(Concluded)

See accompanying notes to financial statements.



Capital stock

STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

HANKOOK TIRE WORLDWIDE CO., LTD.

Other paid-in capital

Additional paidin

Treasury stocks

Losses on capital
reduction

Other paid-in
capital

Retained earnings Other equity

Owners of the

Company

Total

(Korean won in thousands)
W 14,157,430W  323,420,209W (11,092,609)W (5,606,451,799)W

As of January 1, 2013
Cash dividends
Losses on capital reduction covering
Provision of capital reserve
Paid-in capital increase
Comprehensive income
Net income
Gains on valuation of AFS financial
assets, net
Equity changes accounted for using
the equity method
Actuarial losses on defined benefit
plans
Retained earnings changes due to
investments in associates accounted
for using the equity method
As of December 31, 2013

50,462,574W  6,049,084,193W

5,672,473W  825,252,471W

W 825,252,471

As of January 1, 2014
Cash dividends
Comprehensive income
Net income
Gains on valuation of AFS financial
assets, net
Equity changes accounted for using
the equity method
Actuarial losses on defined benefit
plans
Retained earnings changes due to
investments in associates accounted
for using the equity method
As of December 31, 2014

W 46,510,087W 1,302,628,300W (11,092,609)W

W (4,629,719)W  1,114,488,258W (32,789,636)W 2,415,114,681W

- - (10,795,910) - (10,795,910) - (10,795,910)
- - - 5,606,451,799 - (5,606,451,799) - - - -
- (309,262,779) - - (55,092,293) 364,355,072 - - - -
32,352,657  1,288,470,870 - - - - - 1,320,823,527 - 1,320,823,527
- - - - - 166,964,795 (30,913,709) 136,051,086 - 136,051,086
- - - - - 160,151,821 - 160,151,821 - 160,151,821
- - - - - - (7,879,365) (7,879,365) - (7,879,365)
; . ; . . - (23,034,344)  (23,034,344) - (23,034,344)
- - - - - 4,513,347 - 4,513,347 - 4,513,347
- - - - - 2,299,627 - 2,299,627 - 2,299,627
46,510,087  1,302,628,300 (11,092,609) - (4,629,719) 063,156,351 (25,241,236) 2,271,331,174 - 2,271,331,174
46,510,087  1,302,628,300 (11,092,609) - (4,629,719) 063,156,351 (25,241,236) 2,271,331,174 - 2,271,331,174
- - - - - (27,508,526) - (27,508,526) - (27,508,526)
- - - - - 178,840,433  (7,548,400) 171,292,033 - 171,292,033
- - - - - 183,826,990 - 183,826,990 - 183,826,990
- - - - - - 1,906,451 1,906,451 - 1,906,451
; - - - - - (9,454,851) (9,454,851) - (9,454,851)
- - - - - (62,458) - (62,458) - (62,458)
- - - - - (4,924,099) - (4,924,099) - (4,924,099)

- W 2,415,114,681

See accompanying notes to financial statements.



HANKOOK TIRE WORLDWIDE CO., LTD.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014 2013
(Korean won in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

Changes in operating assets and liabilities:

Net income W 183,826,990 W 160,151,821
Adjustments:
Income tax expense 18,318,154 19,177,196
Interest income (13,725,369) (14,960,187)
Gain on foreign currency translation (1,983,139) (1,764)
Loss on foreign currency translation 10,579 6,375,317
Gain on investments in associates (158,463,883) (84,899,428)
Gain on disposal of AFS securities (49,623) (38,788,199)
Gain on foreign exchange forward transaction (2,267,634) -
Loss on foreign exchange forward transaction 180,387 5,841,153
Gain on valuation of foreign exchange forward cacits - (9,263,151)
Loss on valuation of foreign exchange forward cacts 2,705,337 -
Provision for doubtful accounts - (397)
Gain on disposal of property, plant and equipment (588) (23)
Loss on disposal of intangible assets 120,366 -
Depreciation of property, plant and equipment 1,173,474 1,132,249
Depreciation of investment in properties 1,170,181 1,172,020
Amortization of intangible assets 339,064 249,290
Loss on disposal and evaluation of held-for-trading
securities, net 125,310 2,544,907
Dividend incomes (42,505) (2,532,282)
Impairment loss on intangible assets 529,822 -
Miscellaneous loss 23,379 -
Employee benefits 39,328 23,603
Provision for severance benefits 1,833,126 1,382,708

(149,964,234)

(112,546,988)

Increase in trade receivables (1,765,864) 32,373,072
Decrease (increase) in other accounts receivable (18,668) 669,867
Increase in accrued income - 1,680,831
Decrease (increase) in advance payments (1,033,134) (2,104,133)
Increase in prepaid expenses 2,692 2,218
Increase (decrease) in accounts payable 237,901 (8,409,135)
Increase in accrued expenses (293,674) 551,212
Increase in deposits 1,062,308 88,244
Payment of severance indemnities (289,836) (423,063)
Decrease in plan assets 191,409 419,046
Increase (decrease) in rental deposits 94,569 128,485
Payment of long-term debts for employees (6,672) (9,980)

(1,818,969) W 24,966,664

(Continued)




HANKOOK TIRE WORLDWIDE CO., LTD.

STATEMENTS OF CASH FLOWS (CONTINUED)

FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

Interest revenue received

Dividend received

Income tax paid

Net cash provided by operating activities:

CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (increase) of short-term financial assets
Increase of short-term loans
Decrease of short-term loans
Increase of long-term loans
Disposal of AFS securities
Acquisition of property, plant and equipment
Disposal of property, plant and equipment
Acquisition of intangible assets
Disposal of intangible assets
Settlement of derivatives
Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Payment of dividends
Net cash used in financing activities

NET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF

YEAR

CHANGES IN CASH AND CASH EQUIVALENTS DUE

TO FOREIGN CURRENCY TRANSLATION

CASH AND CASH EQUIVALENTS AT END OF YEAR W

(Concluded)

2014 2013
(Korean won in thousands)
W 12,742,658 W 14,960,188
14,379,238 4,526,362
(10,273,838) (74,476,662)
48,891,845 17,581,383
49,361,955 (9,549,867)
(31,986,000) (98,352,000)
94,977,000 150,713,080
- (58,008,640)
2,070,574 127,133
(334,765) (2,147,103)
589 24
(1,276,400) (650,606)
41,311 -
6,684,000 (3,459,360)
119,538,264 (21,327,339)

(27,497 454)

(10,794,101)

(27,497 454)

(10,794,101)

140,932,655 (14,540,057)
70,876,555 85,418,967
(10,521) (2,355)
211,798,689 W 70,876,555

See accompanying notes to financial statements.



HANKOOK TIRE WORLDWIDE CO., LTD.

NOTES TO FINANCIAL STATEMENTS

AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2014 ANID13

1. THE COMPANY:

Hankook Tire Worldwide Co., Ltd. (formerly, Hankodlke Co., Ltd., the “Company,” which was a
consolidated entity, including its subsidiarieshie comparative period) was incorporated in Mayl1@4
manufacture and sell tires, tubes and alloy whedis.1968, the Company offered its shares for publi
ownership and all of the Company’s shares werestexgid with the Korea Exchange. On April 25, 20h8,
board of directors resolved to spin off the tirsibess unit and the investment business unit seghgréhe
former (the new company, Hankook Tire Co., Ltd.ga&ges in manufacturing, processing and distributifon
tires, tubes and parts; the latter (the surviviogpany, Hankook Tire Worldwide Co., Ltd.) engagethie
subsidiary management and real estate rental lassind-ollowing the approval of the shareholdersatimg on
July 27, 2012, the spin-off has been implemente8eptember 1, 2012, and the Company changed jie@ie
name from Hankook Tire Co., Ltd. to Hankook Tire Ndavide Co., Ltd.

Through the multiple capital increases, transféirsoovertible bonds and the spin-off, the authatinember of
the Company’s common shares amount$ia50 million with a par value of¥500 per share as of December
31, 2014. The capital stock of the Company#€6,510,087 thousand (common shares: 93,020,173dhd)
and the Company’s shareholders as of December0d4, @and 2013, are as follows:

December 31, 2014 December 31, 2013
Number of Percentage of Number of Percentage of
shares owned ownership (%) shares owned ownership (%)

Yang Rai Cho 21,942,693 23.59 21,942,693 23.59
Hyun Shick Cho 17,974,870 19.32 17,974,870 19.32
Hyun Bum Cho 17,959,178 19.31 17,959,178 19.31
Others” 35,143,432 37.78 35,143,432 37.78

93,020,173 100.00 93,020,173 100.00

(*» Including 1,325,088 shares as of December 31, 281d 1,325,086 shares as of December 31, 2013, in
treasury stock

The financial statements of the reporting periadtie annual meeting of shareholders have beerapgto be
issued by the board of directors on March 2, 2015.

2. SIGNIFICANT ACCOUNTING POLICIES:

(1) Basis of preparing the financial statements

The Company has prepared the financial statemertsdordance with the Korean International Findncia
Reporting Standards (“K-IFRS”) from the annual pdrbeginning on January 1, 2011. As all the subgieh
consolidated before the spin-off have been traresdieio the new company, the Company has no subisisli@
consolidate on December 31, 2014 and 2013, satsHfatancial statements for the current and cormaipes
period (after the spin-off) are financial statensenith the investment in associates accountedsimgithe
equity method.

Major accounting policies used for the preparatibthe financial statements are stated below. Wniésted
otherwise, these accounting policies have beerieppbnsistently to the financial statements fer¢hrrent
period and the accompanying comparative period.



The financial statements have been prepared onigharical cost basis, except for certain accoantfinancial
instruments that are measured at revalued amoufas @alues, as explained in the accounting pedidelow.
Historical cost is generally based on the fair eadfithe consideration given in exchange for assets

1) Newly adopted basic principles and the changesdonunting policy are as follows:

Amendments to K-IFRS 103Ejnancial Instruments: Presentation

The amendments to K-IFRS 1032 clarify the requineinfier the offset presentation of financial assetd
financial liabilities: the right to offset must nloé conditional upon the occurrence of future evand can be
exercised anytime during the contract periods. ridtg to offset is executable even in the caseefdult or
insolvency. The application of the enactments lamaterial impact on the Company’s financial staats.

Amendments to K-IFRS 1110, K-IFRS 1112 and K-IFRQ7, |nvestment Entities

The amendments introduced an exception to theiptenin K-IFRS 1110Consolidated Financial Statement,
which required the consolidation of all subsidiarig a subsidiary meets the definition of an irnwgnt entity,
the reporting entity measures the subsidiary atv&ue through profit or loss (“FVTPL") instead iof
consolidation. Also, the consequential amendmeats fbeen made to K-IFRS 11TAsclosure of Interestsin
Other Entities, and K-IFRS 1027Separate Financial Satements, to introduce new disclosure requirements for
investment entities. The application of the enactimbéas no material impact on the Company’s firenci
statements.

Amendments to K-IFRS 1036mpairment of Assets

The amendments introduced disclosure requiremémesoverable amount when the recoverable amouan of
asset or cash-generating unit ("CGU”) is measutddiavalue, less costs of disposal. The applcatf the
enactments has no material impact on the Compdingiscial statements.

Amendments to K-IFRS 1038jnancial Instruments:. Recognition and Measurement

The amendments permit the Company to use hedgemtitg when, as a consequence of laws or regukaton
the introduction of laws or regulations, the partie the hedging instrument agree that one or itiesring
counterparties replace their original counterpartgecome the new counterparty to each of theqsaaind when
meeting the certain criteria. The application & &mactments has no material impact on the Comgpdimgncial
statements.

Enactment of K-IFRS 2121 evies

The enactment defines that the obligating everihgivise to the recognition of a liability to payewy is the
activity that triggers the payment of the levy atardance with the related legislation. The appibeeof the
enactments has no material impact on the Compdingscial statements.

2) New and revised K-IFRS in issue, but not yet effect

The Company has not applied the following new avised K-IFRS that have been issued, but are riot ye
effective:

Amendments to K-IFRS 102%eparate Financial Satements

The amendments to K-IFRS 1027 discuss accountinigfestments in subsidiaries, joint ventures and
associates at cost basis and allow the selectitmeadpplication of K-IFRS 103%jnancial Instruments:
Recognition and Measurement, or the application of equity method accountingemK-IFRS 1028l nvestment
in Associates and Joint Ventures. The amendments are effective for the annual gefieginning on or after
January 1, 2016.



Amendments to K-IFRS 1018mployee Benefits

The amendments permit the Company to recognizartfent of contributions as a reduction in the sereiost
in which the related service is rendered if the am@f the contributions is independent of the narndf years
of service. The amendments are effective for thraiahperiods beginning on or after July 1, 2014.

Amendments to K-IFRS 1018yoperty, Plant and Equi pment

The amendments to K-IFRS 1016 prohibit the Comgdemy using a revenue-based depreciation method for
items of property, plant and equipment. The amemdsnare effective for the annual periods beginmingr
after January 1, 2016.

Amendments to K-IFRS 103&tangible Assets

The amendments apply prospectively for annual gerimeginning on or after January 1, 2016. The aments
to K-IFRS 1038 do not allow the presumption thaeraie is an appropriate basis for the amortizaifon
intangible assets, which the presumption can oallrbited when the intangible asset is expresseddrasasure
of revenue or when it can be demonstrated thahtevand consumption of the economic benefits of the
intangible asset are highly correlated.

Amendments to K-IFRS 111 Accounting for Acquisitions of Interests in Joint Operations

The amendments to K-IFRS 1111 provide guidanceowntb account for the acquisition of a joint opematthat
constitutes a business as defined in K-IFRS 1B0&ness Combinations. A joint operator is also required to
disclose the relevant information required by K-8=R103 and other standards for business combisafidre
amendments to K-IFRS 1111 are effective for theuahperiods beginning on or after January 1, 2016.

Annual Improvements to K-IFRS 2010-2012 Cycle

The amendments to K-IFRS 1102 (i) changes the iiefiis of ‘vesting condition’ and ‘market conditipand
(ii) add definition in for ‘performance conditioand ‘service condition,” which were previously inded within
the definition of ‘vesting condition.” The amendnteto K-IFRS 1103Business Combinations, clarify the
classification and measurement of the contingensicieration in business combination. The amendmerks
IFRS 1108 clarify that a reconciliation of the fadhthe reportable segments’ assets should onlyrbeided if
the segment assets are regularly provided to tie¢ cperating decision maker. The amendments deetafe
for the annual periods beginning on or after Jylgd14.

Annual Improvements to K-IFRS 2011-2013 Cycle

The amendments to K-IFRS 1103 clarify the scopth@fortfolio exception for measuring the fair \edwof the
group of financial assets and financial liabilitms a net basis, and includes all contracts tleatéthin the scope
the standard does not apply to the accountinghfofdrmation of all types of joint arrangementhie financial
statements of the joint arrangement itself. Theraimeents to K-IFRS 111&air Value Measurements, and K-
IFRS 1040]nvestment Properties, exist and these amendments are effective torthead periods beginning on
or after July 1, 2014.

The Company does not anticipate that the aboveiomat enactments and amendments will have any
significant effect on the Company’s financial staénts.

(2) Business Combination

Acquisitions of businesses are accounted for ugiag@cquisition method. The consideration transtkin a
business combination is measured at fair valuechvisi calculated as the sum of the fair valuedefdssets
transferred by the Company, liabilities incurredthg Company to the former owners of the acquirektthe
equity interests issued by the Company in exchémmgeontrol of the acquiree. Acquisition-relatedstoare
generally recognized in profit or loss as incurred.



At the acquisition date, the identifiable assetpured and the liabilities assumed are recognizeledr fair
value at the acquisition date, except that:

» deferred tax assets or liabilities and liabilitgsassets related to employee benefit arrangeraeats
recognized and measured in accordance with K-IFRI2 1ncome Taxes, and K-IFRS 1019%:mployee
Benefits;

¢ liabilities or equity instruments related to shaesed payment arrangements of the acquiree or-bhaes
payment arrangements of the Company entered ineptace share-based payment arrangements of the
acquiree are measured in accordance with K-IFR2,13are-Based Payment, at the acquisition date; and

e assets (or disposal groups) that are classifidetlasfor sale in accordance with K-IFRS 1186n-Current
Assets Held for Sale and Discontinued Operations, are measured in accordance with that standard.

Goodwill is measured as the excess of the sum ttfeagonsideration transferred, b) the amount gfraom-
controlling interests in the acquiree and c) thievfalue of the acquirer's previously held equitierest in the
acquiree (if any), over the net of the acquisitiate amounts of the identifiable assets acquirddfanliabilities
assumed. If, after reassessment, the net of thasition-date amounts of the identifiable assetpuaed and
liabilities assumed exceeds the sum of a) the densiion transferred, b) the amount of any non+odlimig
interests in the acquiree and c) the fair valuthefacquirer's previously held interest in the @egu(if any), the
excess is recognized immediately in profit or lass bargain purchase gain.

Non-controlling interests that are present owngrfiterests and entitle their holders to a propaste share of
the entity's net assets in the event of liquidati@y be initially measured either at fair valueabthe non-
controlling interests' proportionate share of theognized amounts of the acquiree's identifiabteagsets. The
choice of measurement basis is made on a transdzyidransaction basis. Other types of non-contrgll
interests are measured at fair value or, when egifl, on the basis specified in another K-IFRS.

When the consideration transferred by the Comparmybusiness combination includes assets or ligsili
resulting from a contingent consideration arrangantbe contingent consideration is measured at its
acquisition-date fair value and included as pathefconsideration transferred in a business caoatiloim
Changes in the fair value of the contingent comsitilen that qualify as measurement-period adjustsare
adjusted retrospectively, with corresponding adesits against goodwill. Measurement-period adjustsnare
adjustments that arise from additional informatitmained during the ‘measurement period’ (whichnzan
exceed one year from the acquisition date) abais fnd circumstances that existed at the acaqnsitate.

The subsequent accounting for changes in the &hirevof the contingent consideration that do netifuas
measurement-period adjustments depends on hovettiegent consideration is classified. Contingent
consideration that is classified as equity is eoteasured at subsequent reporting dates and #scaudnt
settlement is accounted for within equity. Contimgeonsideration that is classified as an assatliability is
remeasured at subsequent reporting dates in acemmrddath K-IFRS 1039%-inancial Instruments: Recognition
and Measurement, or K-IFRS 1037Provisions, Contingent Liabilities and Contingent Assets, as appropriate,
with the corresponding gain or loss being recoghinreprofit or loss.

When a business combination is achieved in stadlge<Company's previously held equity interest mdhquiree
is remeasured to fair value at the acquisition datéthe resulting gain or loss, if any, is recegdiin profit or
loss. Amounts arising from interests in the acquigor to the acquisition date that have previpbglen
recognized in other comprehensive income are rsfild to profit or loss where such treatment waogdd
appropriate if that interest were disposed of.

If the initial accounting for a business combinatis incomplete by the end of the reporting peiiodhich the
combination occurs, the Company reports provisianabunts for the items for which the accounting is
incomplete. Those provisional amounts are adjudteshg the measurement period (see above), oriaddlit
assets or liabilities are recognized, to reflest neformation obtained about facts and circumstaribat existed
at the acquisition date that, if known, would haffected the amounts recognized at that date.



(3) Investments in associates and joint ventures

An associate is an entity over which the Comparsydignificant influence. Significant influence fetpower to
participate in the financial and operating poli@citions of the investee, but is not control onjaontrol over
those policies.

A joint venture is a joint arrangement, whereby pheties that have joint control of the arrangeniave rights
to the net assets of the joint arrangement. Joinitrol is the contractually agreed sharing of cointf an
arrangement, which exists only when decisions atimutelevant activities require unanimous consétte
parties sharing control.

The results and assets and liabilities of assac@mtgoint ventures are incorporated in these fira@rstatements
using the equity method of accounting, except wherninvestment is classified as held for sale, liictv case it
is accounted for in accordance with K-IFRS 11108n-Current Assets Held for Sale and Discontinued
Operations. Under the equity method, an investment in an@atoor a joint venture is initially recognized in
the statements of financial position at cost arjdsadd thereafter to recognize the Company's sbfatee profit
or loss and other comprehensive income of the &gsoar joint venture. When the Company's shalessfes of
an associate or a joint venture exceeds the Corgpengrest in that associate or joint venture (hincludes
any long-term interests that, in substance, formgfahe Company's net investment in the assocajeint
venture), the Company discontinues recognizinghtge of further losses. Additional losses aregrized only
to the extent that the Company has incurred legeabostructive obligations or made payments on lhelfizhe
associate or joint venture.

Any excess of the cost of acquisition over the Canys share of the net fair value of the identléadssets,
liabilities and contingent liabilities of an assatel or a joint venture recognized at the date qfisdtion is
recognized as goodwill, which is included withir tbarrying amount of the investment. Any exceghef
Company’s share of the net fair value of the idaitie assets, liabilities and contingent liabditiover the cost
of acquisition, after reassessment, is recognizedddiately in profit or loss.

Upon disposal of an associate or a joint ventuag ribsults in the Company losing significant inflae over that
associate or joint venture, any retained investrisemteasured at fair value at that date and thevédiie is
regarded as its fair value on initial recogniti@naafinancial asset in accordance with K-IFRS 103@
difference between the previous carrying amournhefassociate or joint venture attributable torttained
interest and its fair value is included in the deti@ation of the gain or loss on disposal of theoagate or joint
venture. In addition, the Company accounts foaalbunts previously recognized in other comprehensiv
income in relation to that associate or joint veaton the same basis we would be required if thet@ate or
joint venture had directly disposed of the relasdets or liabilities. Therefore, if a gain or lpssviously
recognized in other comprehensive income by thed@ate or joint venture would be reclassified ttofip or
loss on the disposal of the related assets ollitiabj the Companyeclassifies the gain or loss from equity to
profit or loss (as reclassification adjustment) witdoses significant influence over that assaciat joint
venture.

When the Company reduces its ownership interest iassociate or a joint venture, but continueséothe
equity method, the Company reclassifies to prafibes the proportion of the gain or loss that pesl/iously
been recognized in other comprehensive incomeangléd that reduction in ownership interest if thatn or
loss would be reclassified to profit or loss on digposal of the related assets or liabilitiesadidition, the
Companyapplies K-IFRS 5 to a portion of investment in asaxiate or a joint venture that meets the criteria
be classified as held for sale.

The requirements of K-IFRS 103Binancial Instruments: Recognition and Measurement, are applied to
determine whether it is necessary to recognizerapgirment loss with respect to the Company’s itmest in
an associate or a joint venture. When necessar\gritire carrying amount of the investment (inahgdi
goodwill) is tested for impairment in accordancéwK-IFRS 1036) mpairment of Assets, by comparing its
recoverable amount (higher of value in use andvidine, less costs to sell) with its carrying armtpand any
impairment loss recognized forms part of the cagyamount of the investment. Any reversal of thgtairment
loss is recognized in accordance with K-IFRS 1@Bthé extent that the recoverable amount of thestiaent
subsequently increases.



The Companygontinues to use the equity method when an invedtinean associate becomes an investment in a
joint venture or an investment in a joint ventuegdmes an investment in an associate. There is no
remeasurement to fair value upon such changes mei®lvip interests.

When a group entity transacts with an associatejoint venture of the Company, profits and logesslilting
from the transactions with the associate or jo@rtture are recognized in the Company's financ@éstents
only to the extent of interests in the associat@iot venture that are not related to the Company.

(4) Interests in joint operations

A joint operation is a joint arrangement, wherely parties that have joint control of the arrangerhave
rights to the assets, and obligations for the litgs, relating to the arrangement. Joint conisdhe
contractually agreed sharing of control of an ageanent, which exists only when decisions aboutelevant
activities require unanimous consent of the padiesing control.

When a group entity undertakes its activities urjdiett operations, the Company as a joint operatoognizes
in relation to its interest in a joint operation:

e its assets, including its share of any assetsjbaitly;

e its liabilities, including its share of any liakiés incurred jointly;

e its revenue from the sale of its share of the dudypising from the joint operation;
* its share of the revenue from the sale of the dlipuhe joint operation; and

e its expenses, including its share of any expenmszsried jointly.

The Company accounts for the assets, liabilitegmnues and expenses relating to its interesjdmBoperation
in accordance with the K-IFRS applicable to thdipalar assets, liabilities, revenues and expenses.

When a group entity transacts with a joint operatiowhich a group entity is a joint operator (sasha sale or
contribution of assets), the Company is considéwdae conducting the transaction with the othetigsito the
joint operation, and gains and losses resultingnftioe transactions are recognized in the Compéingscial
statements only to the extent of other partiesrétts in the joint operation.

When a group entity transacts with a joint operatiowhich a group entity is a joint operator (sasha
purchase of assets), the Company does not recoigmiteare of the gains and losses until it resbtise assets
to a third party.

(5) Non-current assets held for sale

Non-current assets and disposal groups are ckdsf held for sale if their carrying amount wél tecovered
principally through a sale transaction rather ttl@ough continued use. This condition is regardethat only
when the sale is highly probable and the non-ctiasset (or disposal group) is available for imratlsale in
its present condition. Management must be commitigde sale, which should be expected to quadify f
recognition as a completed sale within one yeanftioe date of classification.

When the Company is committed to a sale plan inaghoss of control of a subsidiary, all of theetssand
liabilities of that subsidiary are classified asdnfer sale when the criteria described above agt regardless of
whether the Company will retain a non-controllingerest in its former subsidiary after the sale.

When the Company is committed to a sale plan inaglhdisposal of an investment, or a portion of an
investment, in an associate or joint venture, tivestment or the portion of the investment thal el disposed
of is classified as held for sale when the critegacribed above are met, and the Company discastithe use
of the equity method in relation to the portionttisaclassified as held for sale. Any retained jporbf an
investment in an associate or a joint venture lthatnot been classified as held for sale contitmbs accounted
for using the equity method. The Company discomrtiniine use of the equity method at the time ofodiap
when the disposal results in the Company losingiignt influence over the associate or joint weat



After the disposal takes place, the Company acsdontany retained interest in the associate ot j@nture in
accordance with K-IFRS 103Bjnancial Instruments: Recognition and Measurement, unless the retained
interest continues to be an associate or a joimiuve, in which case the Company uses the equitiiode

Non-current assets (and disposal groups) classifidtkeld for sale are measured at the lower of phevious
carrying amount and fair value, less costs to sell.

(6) Revenue recognition

Revenue is measured at the fair value of the cersiidn received or receivable. Revenue is redimed
estimated customer returns, rebates and otherasialibwances. The Company recognizes revenue tieen
amount of revenue can be reliably measured; whismpitobable that future economic benefits williflto the
entity; and when specific criteria have been meegch of the Company’s activities, as describdovihe

1) Sale of goods

The Company recognizes revenue from the sale adgaden the significant risks and rewards of owmipref
the goods are transferred to the buyer.

2) Rendering of services

Revenue from a contract to provide services isgeized when the amount of revenue can be relialelgsured
and it is probable that future economic benefit$ flaiw to the entity.

3) Royalties
Royalty revenue is recognized on an accrual basaséordance with the substance of the relevaeeagent.
4) Dividend and interest income

Dividend income from investments is recognized wthenshareholders’ right to receive payment has bee
established.

Interest income is accrued on a timely basis, Breace to the principal outstanding and at theatiffe interest
rate applicable, which is the rate that exactlgaiigts estimated future cash receipts throughxpecated life of
the financial asset to that asset’s net carryinguarhon initial recognition.

5) Rental income

The Company’s policy for recognition of revenuenfroperating leases is described in Note 2 (7) below

(7) Lease

Leases are classified as finance leases whenevégrins of the lease transfer substantially alligies and
rewards of ownership to the lessee. All other Iease classified as operating leases.

1) The Company as lessor

Amounts due from lessees under finance leaseseaogmized as receivables at the amount of the Coyrpaet
investment in the leases. Finance lease incormképizated to accounting periods so as to reflexdirestant
periodic rate of return on the Company’s net inwgstt outstanding in respect of the leases.

Rental income from operating leases is recognized straight-line basis over the term of the ref¢lease.
Initial direct costs incurred in negotiating andagiging an operating lease are added to the cgrayimount of
the leased asset and recognized on a straighidisis over the lease term.



2) The Company as lessee

Assets held under finance leases are initiallygated as assets of the Company at their fair vatidiee
inception of the lease or, if lower, at the presaitie of the minimum lease payments. The corredipgn
liability to the lessor is included in the staterseof financial position as a finance lease obiarat

Lease payments are apportioned between financensepand reduction of the lease obligation so ashieve
a constant rate of interest on the remaining balafc¢he liability. Finance expenses are recognizadediately
in profit or loss, unless they are directly atttitle to qualifying assets, in which case theycagstalized in
accordance with the Company’s general policy omdwing costs. Contingent rentals are recognized as
expenses in the periods in which they are incurred.

Operating lease payments are recognized as angxpar straight-line basis over the lease terogpmwhere
another systematic basis is more representatitlgedime pattern in which economic benefits from ldased
asset are consumed. Contingent rentals arisingr wpdgating leases are recognized as an expetise period
in which they are incurred.

In the event that lease incentives are receivethter into operating leases, such incentives a@grézed as a
liability. The aggregate benefit of incentivesésognized as a reduction of rental expense oramttline basis,
except where another systematic basis is moregeptative of the time pattern in which economicefigs from
the leased asset are consumed.

(8) Foreign currencies

For the purpose of the financial statements, thaltg and financial position of the Company areregped in
Korean won (“*KRW?”), which is the functional currgnof the Company and the presentation currencyhier
financial statements.

In preparing the financial statements of the irdlisl entities, transactions in currencies othen tha
Company’s functional currency (foreign currencias) recognized at the rates of exchange prevailitige
dates of the transactions. At the end of each tegoperiod, monetary items denominated in foragmencies
are retranslated at the rates prevailing at thi& ddon-monetary items carried at fair value thatdenominated
in foreign currencies are retranslated at the nategailing at the date when the fair value wagaeined. Non-
monetary items that are measured in terms of liéstiorost in a foreign currency are not retranslate

Exchange differences are recognized in profit es o the period in which they arise, except for:

* exchange differences on foreign currency borrownedgting to assets under construction for future
productive use, which are included in the coshoft assets when they are regarded as an adjustment
interest costs on those foreign currency borrowings

» exchange differences on transactions enteredrnnoder to hedge certain foreign currency riske (sete
2.(21) below for hedging accounting policies); and

* exchange differences on monetary items receivabta br payable to a foreign operation for which
settlement is neither planned nor likely to oc¢befefore, forming part of the net investment ia threign
operation), which are recognized initially in otlv@mprehensive income and reclassified from eduity
profit or loss on disposal or partial disposaltaf het investment.

(9) Borrowing costs
Borrowing costs directly attributable to the acdios, construction or production of qualifying ass, which are
assets that necessarily take a substantial pefita@to get ready for their intended use or sate,added to the

cost of those assets, until such time as the agsetubstantially ready for their intended ussabe.

Investment income earned on the temporary investofespecific borrowings pending their expenditare
qualifying assets is deducted from the borrowingtgeligible for capitalization.

All other borrowing costs are recognized in profiloss in the period in which they are incurred.



(10) Government grants

Government grants are not recognized until thegeresasonable assurance that the Company will gowitth
the conditions attached to them and that the graititbe received.

The benefit of a government loan at a below-markigt of interest is treated as a government gragasured as
the difference between proceeds received and thedlae of the loan based on prevailing marketiiest rates.

Government grants whose primary condition is that@ompany should purchase, construct or otherwise
acquire assets are recognized as deferred reveitne statements of financial position and tramefkto profit
or loss on a systematic and rational basis oveuseéul lives of the related assets.

Other government grants are recognized as revererealte periods that correspond to the costs tieat t
Company intends to compensate, on a systematis. baGiovernment grants that are receivable as cosatien
for expenses or losses already incurred or fopthpose of giving immediate financial support te @ompany
with no future related costs are recognized iniposfloss in the period in which they become reable.

(11) Retirement benefit costs and termination benefits

Contributions to defined contribution retiremenhbfit plans are recognized as an expense when gegdo
have rendered service entitling them to the coutidins.

For defined benefit retirement benefit plans, thstof providing benefits is determined using thejgcted unit
credit method, with actuarial valuations being ieariout at the end of each reporting period. Reoreasent,
comprising actuarial gains and losses, the effettieochanges to the asset ceiling (if applicable) the return
on plan assets (excluding interest), is reflectechédiately in the statements of financial positigth a charge
or credit recognized in other comprehensive incamtie period in which they occur. Remeasurement
recognized in other comprehensive income is refttenhmediately in retained earnings and will not be
reclassified to profit or loss. Past service cesetognized in profit or loss in the period ofl@anpamendment.
Net interest is calculated by applying the discaatd at the beginning of the period to the neingef benefit
liability or asset. Defined benefit costs are cosgabof service costs (including current service, quesst service
cost, as well as gains and losses on curtailmemntsettlements), net interest expense (income) and
remeasurement.

The Company presents the service cost and neesttexpense (income) components in profit or lasd,the
remeasurement component in other comprehensivenicGurtailment gains and losses are accounteasfor
past service costs.

The retirement benefit obligation recognized insteements of financial position represents theahdeficit or
surplus in the Company’s defined benefit plans. Aagplus resulting from this calculation is limitexdthe
present value of any economic benefits availabthéform of refunds from the plans or reductianfuiture
contributions to the plans.

A liability for a termination benefit is recognized the earlier of when the entity can no longeahdriaw the
offer of the termination benefit and when the gmtiicognizes any related restructuring costs.

(12) Income tax

Income tax consists of current tax and deferred tax

1) Current tax

The tax currently payable is based on taxable pimfithe year. Taxable profit differs from prodis reported in
the statements of comprehensive income becausenas of income or expense that are taxable or dibdii

other years and items that are never taxable ardadiite. The Company’s liability for current taxdalculated
using tax rates that have been enacted or substhnginacted by the end of the reporting period.
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2) Deferred tax

Deferred tax is recognized on temporary differermssveen the carrying amounts of assets and liglsilin the
financial statements and the corresponding taxshased in the computation of taxable profit. Defdrrax
liabilities are generally recognized for all taxalbémporary differences. Deferred tax assets arerghy
recognized for all deductible temporary differentethe extent that it is probable that taxablditgavill be
available against which those deductible tempodéffgrences can be utilized. Such deferred taxtassed
liabilities are not recognized if the temporaryfelience arises from goodwill or from the initiatognition
(other than in a business combination) of otheetasand liabilities in a transaction that affeaghrer the
taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxat@mporary differences associated with investmints
subsidiaries and associates, and interests inyjeimures, except where the Company is able taalahie
reversal of the temporary difference and it is pialb that the temporary difference will not revarsthe
foreseeable future. Deferred tax assets arising fteductible temporary differences associated stitth
investments and interests are only recognizede@ttent that it is probable that there will befisidnt taxable
profits against which to utilize the benefits of temporary differences and they are expectedverse in the
foreseeable future.

The carrying amount of deferred tax assets is veadeat the end of each reporting period and redtéue
extent that it is no longer probable that suffitixxable profits will be available to allow all part of the asset
to be recovered.

Deferred tax assets and liabilities are measur#iieabx rates that are expected to apply in thiegén which
the liability is settled or the asset realized dohsn tax rates (and tax laws) that have been emhact
substantively enacted by the end of the reporteripgd. The measurement of deferred tax liabiliind assets
reflects the tax consequences that would follownftbe manner in which the Company expects, atrideoéthe
reporting period, to recover or settle the carnangpunt of its assets and liabilities.

Deferred tax assets and liabilities are offsedrifi only if, the Company has a legally enforceaiglet to set off
current tax assets against current tax liabilite®] the deferred tax assets and liabilities retatecome taxes
levied by the same taxation authority on eitherstime taxable entity or different taxable entitiglsich intend
either to settle current tax liabilities and assgts net basis, or to realize the assets ane sedtliabilities
simultaneously, in each future period in which gigant amounts of deferred tax liabilities or assare
expected to be settled or recovered.

For the purpose of measuring deferred tax liabgitind deferred tax assets for investment propetris are
measured using the fair value model, the carryingunts of such properties are presumed to be resdve
entirely through sale, unless the presumptionbsitted. The presumption is rebutted when the imvest
property is depreciable and is held within a bussn@odel whose objective is to consume substantifilbf the
economic benefits embodied in the investment ptaseover time, rather than through sale.

3) Current and deferred taxes for the year
Current and deferred taxes are recognized in poofitss, except when they relate to items thatecegnized in
other comprehensive income or directly in equitywhich case the current and deferred taxes ame als

recognized in other comprehensive income or diyectequity.

Where current tax or deferred tax arises from tiitéal accounting for a business combination, thedffect is
included in the accounting for the business contlina
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(13) Property, plant and equipment

Property, plant and equipment are stated at ezsgt,dubsequent accumulated depreciation and acziechul
impairment losses. The cost of an item of propgatgnt and equipment is directly attributableteit
purchase or construction, which includes any coisextly attributable to bringing the asset to ligation and
condition necessary for it to be capable of opegaith the manner intended by management. It aldades the
initial estimate of the costs of dismantling antho®ing the item and restoring the site on whiak lbcated.

Subsequent costs are recognized in the carryingiainod an asset or as an asset if it is probalaiefthure
economic benefits associated with the assets lal into the Company and the cost of an asset eamédmasured
reliably. Routine maintenance and repairs are esgukas incurred.

The Company does not depreciate land. Depreciatipense is computed using the straight-line mekiased
on the estimated useful lives of the assets agviist!

Assets Useful lives (Years)
Buildings 20-40
Structures 20-40
Vehicles 4
Tools, furniture and fixture 4

If each part of an item of property, plant and pquént has a cost that is significant in relatiothetotal cost of
the item, it is depreciated separately.

The Company reviews the depreciation method; ttimated useful lives; and residual values of propgiant
and equipment at the end of each annual reporgriggh If expectations differ from previous estiegtthe
changes are accounted for as a change in an atwpestimate.

In addition, when an acquisition of a tangible asseurs free of charge or at a value less thamfarket value
due to government subsidy, the acquisition coss ¢@vernment subsidy, is recorded as the acquigibst
upon initial acquisition and depreciation experssealculated based on the carrying amount.

(14) Investment property

Investment properties are properties held to eamtats and/or for capital appreciation (includimggerty under
construction for such purposes). Investment pragseere measured initially at cost, including teati®n costs.
Subsequent to initial recognition, investment préipse are reported at cost, less accumulated diepietand
accumulated impairment losses.

Subsequent costs are recognized in the carryingiainod an asset or as a separate asset if it sapie that
future economic benefits associated with the asgdtBow into the Company and the cost of an dsse be
measured reliably. Routine maintenance and repegrgexpensed as incurred.

While land is not depreciated, all other investmaaiperty is depreciated based on the respectsatsis
estimated useful lives ranging from 40 years usiigstraight-line method.

The estimated useful lives, residual values andeségtion method are reviewed at the end of egobrtiag
period, with the effect of any changes in estinzeounted for on a prospective basis.

An investment property is derecognized upon dispmsarhen the investment property is permanently
withdrawn from use and no future economic benefitesexpected from the disposal. Any gain or lossray on
derecognition of the property (calculated as tlifedince between the net disposal proceeds anchtinging
amount of the asset) is included in profit or losthe period in which the property is derecognized
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(15) Intangible assets
1) Intangible assets acquired separately

Intangible assets with finite useful lives that acguired separately are carried at cost, lessvadeted
amortization and accumulated impairment losses. ripaion is recognized on a straight-line basisrabheir
estimated useful lives. The estimated useful lifd amortization method are reviewed at the enciohe
reporting period, with the effect of any changesstimate being accounted for on a prospectivesbbangible
assets with indefinite useful lives that are acpliseparately are carried at cost, less accumutagedrment
losses.

The estimated useful life and amortization meth@draviewed at the end of each reporting perioth trie
effect of any changes in estimate being accourdedrf a prospective basis. Intangible assets wikfinite
useful lives that are acquired separately areexhat cost, less accumulated impairment losses.

Assets Estimated useful lives
(Years)
Industrial property rights 5

2) Internally generated intangible assets - researdrdavelopment expenditure

Expenditure on research activities is recognizednasxpense in the period in which it is incuriegpenditure
arising from development (or from the developmdrdage of an internal project) is recognized as mgible
asset if, only if, the development project is daeidjto produce new or substantially improved présjuand the
Company can demonstrate the technical and ecorfeasibility and measure reliably the resourcestaitable
to the intangible asset during its development.

The amount initially recognized for internally geaed intangible assets is the sum of the expeneditcurred
from the date when the intangible asset first metsecognition criteria listed above. Where merinally
generated intangible asset can be recognized,amweht expenditure is recognized in profit or livsthe
period in which it is incurred.

Subsequent to initial recognition, internally geated intangible assets are reported at cost, éessraulated
amortization and accumulated impairment losseshersame basis as intangible assets that are adquir
separately.

3) Intangible assets acquired in a business combimatio

Intangible assets that are acquired in a busir@sbination are recognized separately from goodamit are
initially recognized at their fair value at the agjtion date (which is regarded as their cost).

Subsequent to initial recognition, intangible assetquired in a business combination are repottedsa, less
accumulated amortization and accumulated impairiosses, on the same basis as intangible assetr¢ha
acquired separately.

4) Derecognition of intangible assets

An intangible asset is derecognized on disposali@n no future economic benefits are expected ftemse or
disposal. Gains or losses arising from derecagmitif an intangible asset, measured as the differbatween
the net disposal proceeds and the carrying amduheasset, are recognized in profit or loss wikenasset is

derecognized.
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(16) Impairment of tangible and intangible assets othan goodwill

At the end of each reporting period, the Companieres the carrying amounts of its tangible andrigtble
assets to determine whether there is any indicalianthose assets have suffered an impairmentlfaasy such
indication exists, the recoverable amount of theetis estimated in order to determine the extktiteo
impairment loss (if any). When it is not possilieestimate the recoverable amount of an individsakt, the
Company estimates the recoverable amount of the ©@Gihich the asset belongs. Where a reasonable and
consistent basis of allocation can be identifiedporate assets are also allocated to individudU€6r,
otherwise, they are allocated to the smallest gaduUpGUs for which a reasonable and consistentation
basis can be identified.

Intangible assets with indefinite useful lives am@ngible assets not yet available for use artede®r
impairment at least annually, and whenever theam imdication that the asset may be impaired.

Recoverable amount is the higher of fair values lessts to sell and value in use. If the recoverabtount of an
asset (or a CGU) is estimated to be less thamityiog amount, the carrying amount of the asseth® CGU)
is reduced to its recoverable amount and the reac®unt is recognized in profit or loss.

Where an impairment loss subsequently reversegatinging amount of the asset (or a CGU) is in@dde the
revised estimate of its recoverable amount, sotlfeaincreased carrying amount does not exceechttnging
amount that would have been determined had no imeait loss been recognized for the asset (or the)G
prior years. A reversal of an impairment loss omnized immediately in profit or loss.

(17) Inventories

Inventories are stated at the lower of cost orealized value, with cost being determined usimgftilowing
methods:

Costing method

Finished goods and work in process Weighted-avemssgtbod
Raw materials, merchandise and supplies Movingeae=method
Materials in transit Specific identification method

Cost of inventories consists of the purchase pdost of conversion and other costs incurred inding the
inventories to their present location and conditidat realizable value represents the estimatdidggrice for
inventories, less all estimated costs of completiod costs necessary to make the sale.

When inventories are sold, the carrying amounho$é inventories is recognized as an expensedtsates) in
the period in which the related revenue is recagphiZ he amount of any write-down of inventoriesiéd
realizable value and all losses of inventorieggnized as an expense in the period the writaadovoss
occurs. The amount of any reversal of any writeddl@finventories, arising from an increase in eetlizable
value, is recognized as a reduction in the amofimventories recognized as an expense in the gémiavhich
the reversal occurs.

(18) Provisions

Provisions are recognized when the Company hassept obligation (legal or constructive) as a tasfuh past
event, it is probable that the Company will be iegflito settle the obligation and a reliable estév@an be made
of the amount of the obligation.

The amount recognized as a provision is the béish&® of the consideration required to settlepghesent
obligation at the end of the reporting period, takinto account the risks and uncertainties summgithe
obligation. When a provision is measured usingctsh flows estimated to settle the present obtigaits
carrying amount is the present value of those fasgls (where the effect of the time value of moigynaterial).

When some or all of the economic benefits requioeskttle a provision are expected to be recovizosd a
third party, a receivable is recognized as an ak#eés$ virtually certain that reimbursement wile received and
the amount of the receivable can be measured heliab
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At the end of each reporting period, the remaigirayision balance is reviewed and assessed tordieeif the
current best estimate is being recognized. If #istence of an obligation to transfer economic fieigeno
longer probable, the related provision is revedatihg that period.

(19) Financial assets

Financial assets and financial liabilities are ggiped when an entity becomes a party to the cciotah
provisions of the instruments. Financial assetsfanadhcial liabilities are initially measured airfaalue.
Transaction costs that are directly attributablthtoacquisition or issue of financial assets amaicial

liabilities are added to or deducted from the Yailue of the financial assets or financial liaiBkt, as appropriate,
on initial recognition. Transaction costs direciljributable to the acquisition of financial assatéinancial
liabilities at FVTPL are recognized immediatelypirofit or loss.

All regular-way purchases or sales of financiak#sare recognized and derecognized on a tradédsite
Regular-way purchases or sales are purchasesesradinancial assets that require delivery oéswithin the
time frame established by regulation or conventiotne marketplace.

Financial assets are classified into the followspgcified categories: ‘financial assets at FVTPhgld-to-
maturity (HTM) investments,’ ‘available-for-saleAFS”) financial assets’ and ‘loans and receivablEke
classification depends on the nature and purpotfgedfnancial assets and is determined at the difieitial
recognition.

1) Effective interest method

The effective interest method is a method of caling the amortized cost of a debt instrument diodaing
interest income over the relevant period. The #&ffednterest rate is the rate that exactly dists@wstimated
future cash receipts (including all fees and poiatisl or received that form an integral part ofeffective
interest rate, transaction costs and other premarmdsscounts) through the expected life of thetdestrument,
or, where appropriate, a shorter period, to thecaatying amount on initial recognition. Incomeégognized on
an effective interest basis for debt instrumeni®iothan those financial assets classified as FVTPL

2) Financial assets at FVTPL

Financial assets are classified as at FVTPL wheriitiancial asset is either held for trading as idesignated as
at FVTPL.

A financial asset is classified as held for trading

¢ it has been acquired principally for the purposseadling it in the near term;

e oninitial recognition, it is part of a portfolid @entified financial instruments that the Compangnages
together and has a recent actual pattern of skort-profit taking; or

e itis a derivative that is not designated and ¢ffecas a hedging instrument.

A financial asset other than a financial asset faldrading may be designated as at FVTPL updiaini
recognition if:

* such designation eliminates or significantly reduaeneasurement or recognition inconsistency thatdv
otherwise arise;

» the financial asset forms part of a group of finahassets or financial liabilities or both, whishmanaged
and its performance is evaluated on a fair valgsb# accordance with the Company's documenséd ri
management or investment strategy, and informatimut the grouping is provided internally on thasib;
or

et forms part of a contract containing one or menebedded derivatives and K-IFRS 10BBancial
Instruments. Recognition and Measurement, permits the entire combined contract (asset bilitig) to be
designated as at FVTPL.
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Financial assets at FVTPL are stated at fair valith, any gains or losses arising on remeasureneeognized
in profit or loss. The net gain or loss recogniregrofit or loss incorporates any dividend or net& earned on
the financial asset and is included in the othémgyand losses line item in the statements of cehgnsive
income.

3) HTM investments

Non-derivative financial assets with fixed or detarable payments and fixed maturity dates thatibmpany
has the positive intent and ability to hold to mawyuare classified as HTM investments. HTM inveshis are
measured at amortized cost using the effectiveestenethod, less any impairment, with revenuegeized on
an effective yield basis.

4) Financial assets AFS

AFS financial assets are non-derivatives that gheredesignated as AFS or are not classified awéas and
receivables, (b) HTM investments or (c) financisdets at FVTPL.

They are subsequently measured at fair value antef each reporting period. Changes in the oagrgmount
of AFS monetary financial assets relating to charigdoreign currency rates (see below), intenasbine
calculated using the effective interest method dimidiends on AFS equity investments are recogniaquofit

or loss. Other changes in the carrying amount db AiRancial assets are recognized in other compsihe
income (as investments revaluation reserve). Wherinvestment is disposed of or is determined tioripaired,
the cumulative gain or loss previously accumulatesther comprehensive income is reclassified afipor loss.

Dividends on AFS equity instruments are recogningarofit or loss when the Company’s right to reeeihe
dividends is established.

The fair value of AFS monetary financial assetsoaeimated in a foreign currency is determined irt fheeign
currency and translated at the spot rate prevadirige end of the reporting period. The foreigohemge gains
and losses that are recognized in profit or loegdatermined based on the amortized cost of theetagnasset.
Other foreign exchange gains and losses are resedjimi other comprehensive income.

AFS equity investments that do not have a quotedkehg@rice in an active market and whose fair valaenot
be reliably measured and derivatives that are drikeand must be settled by delivery of such uneghequity
investments are measured at cost, less any idghtifipairment losses at the end of each reporgnigpgb.

5) Loans and receivables

Trade receivables, loans and other receivablesthat fixed or determinable payments that are notegl in an
active market are classified as ‘loans and recédgaloans and receivables are measured at aradrtiast
using the effective interest method, less any immpaint. Interest income is recognized by applyiregeffective
interest rate, except for short-term receivablesmwine recognition of interest would be immaterial.

6) Impairment of financial assets

Financial assets, other than those at FVTPL, aesasd for indicators of impairment at the endache
reporting period. Financial assets are considerdxtimpaired when there is objective evidence tsh result
of one or more events that occurred after theainidcognition of the financial asset, the estimdtgure cash
flows of the investment have been affected.

For listed and unlisted equity investments clasdifis AFS, a significant or prolonged decline anftir value of
the security below its cost is considered to beabje evidence of impairment.
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For all other financial assets, including redeematgtes classified as AFS and finance lease rdudesja
objective evidence of impairment could include:

» significant financial difficulty of the issuer opuanterparty;

e default or delinquency in interest or principal pegnts;

e it becoming probable that the borrower will entankruptcy or financial reorganization; or
¢ the market of financial assets extinct due to falalndifficulty.

For certain categories of financial assets, sudhage receivables, assets that are assessedbwtrigpaired
individually are, in addition, assessed for impanion a collective basis. Objective evidence gfaimment for
a portfolio of receivables could include the Compaipast experience of collecting payments, angiase in the
number of delayed payments in the portfolio pastaterage credit period of the Company, as well as
observable changes in national or local economidlitions that correlate with default on receivables

For financial assets carried at amortized costatheunt of the impairment loss recognized is tffierdince
between the asset’s carrying amount and the pregaérd of estimated future cash flows, discountetie
financial asset’s original effective interest rate.

For financial assets that are carried at costatheunt of the impairment loss recognized is thiedihice
between the asset’s carrying amount and the pregaérd of estimated future cash flows, discountetie
current market rate of return for a similar final@sset. Such impairment loss will not be revemseaibsequent
periods.

The carrying amount of the financial asset is reduay the impairment loss directly for all finar@asets with
the exception of trade receivables, where the tayrgmount is reduced through the use of an allogatcount.
When a trade receivable is considered uncollectibie written off against the allowance accoBubsequent
recoveries of amounts previously written off aredited against the allowance account. Change®inalrying
amount of the allowance account are recognizeddfitfr loss.

When an AFS financial asset is considered to beiragd, cumulative gains or losses previously recmghin
other comprehensive income are reclassified tatpsofoss in that period.

For financial assets measured at amortized co#, & subsequent period, the amount of the impaitrfoss
decreases and the decrease can be related oHbjetitiae event occurring after the impairment wesognized,
the previously recognized impairment loss is resgithrough profit or loss to the extent that theyiag
amount of the investment at the date the impairrzergversed does not exceed what the amortizedvonsgd
have been had the impairment not been recognized.

With respect to AFS equity securities, impairmesisies previously recognized in profit or loss arereversed
through profit or loss. Any increase in fair vakuthbsequent to an impairment loss is recognizethiero
comprehensive income. With respect to AFS debtriexs) impairment losses are subsequently reversed
through profit or loss if an increase in the faitue of the investment can be objectively relatedrt event
occurring after the recognition of the impairmeodd.

7) Derecognition of financial assets

The Company derecognizes a financial asset onlyiliee contractual rights to the cash flows fromahset
expire, or when it transfers the financial asset substantially all the risks and rewards of owhigref the asset
to another entity. If the Company neither transfersretains substantially all the risks and rewarflownership
and continues to control the transferred assetCtrapany recognizes its retained interest in tisetaand an
associated liability for amounts it may have to.gathe Company retains substantially all the siskd rewards
of ownership of a transferred financial asset,Goenpany continues to recognize the financial sasétalso
recognizes a collateralized borrowing for the peatsereceived.

On derecognition of a financial asset in its etfiréhe difference between the asset’s carryinguarnand the
sum of the consideration received and receivaldetlaem cumulated gain or loss that had been recedriiz
other comprehensive income and accumulated inyetpuiecognized in profit or loss.
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On derecognition of a financial asset other thaitsientirety (e.g., when the Compamgyains an option to
repurchase part of a transferred asset, or ing&residual interest and such a retained interdisates that the
transferor has neither transferred nor retainedtamtially all the risks and rewards of ownershig has
retained control of the transferred asset), the @omallocates the previous carrying amount of the foian
asset between the part it continues to recogniderucontinuing involvement and the part it no lange
recognizes on the basis of the relative fair valihose parts on the date of the transfer. THerdifice between
the carrying amount allocated to the part thabisomger recognized and the sum of the consideraéoeived
for the part that is no longer recognized and anydative gain or loss allocated to it that hadrbescognized
in other comprehensive income is recognized inipoofloss. A cumulative gain or loss that had been
recognized in other comprehensive income is alemtaetween the part that continues to be recogrirddhe
part that is no longer recognized on the basib®f¢lative fair value of those parts.

(20) Financial liabilities and equity instruments isdu®y the Company
1) Classification as debt or equity

Debt and equity instruments are classified as efthancial liabilities or as equity in accordangith the
substance of the contractual arrangement and firétabas of financial liability and an equity instment.

2) Equity instruments

An equity instrument is any contract that evidermeasidual interest in the assets of an entigr aleducting all
of its liabilities. Equity instruments issued byt@ompany are recognized at the proceeds receieedf direct
issue costs.

Repurchase of the Company’s own equity instrumisntscognized and deducted directly in equity. [dmgr
loss is recognized in profit or loss on the purehasle, issue or cancellation of the Company’s eguity
instruments.

3) Compound instruments

The component parts of compound instruments (coibleibonds) issued by the Company are classified
separately as financial liabilities and equity atardance with the substance of the contractuahgements and
the definitions of a financial liability and equiitystrument. Conversion option that will be settigdthe
exchange of a fixed amount of cash or another &izdasset for a fixed number of the Company’s @gunity
instruments is an equity instrument.

At the date of issue, the fair value of the ligitomponent is estimated using the prevailing regilkterest rate
for a similar non-convertible instrument. This ambis recorded as a liability on an amortized dizstis using
the effective interest method until extinguishedmponversion or at the instrument’s maturity date.

The conversion option classified as equity is deteed by deducting the amount of the liability campnt from
the fair value of the compound instrument as a @hbhis is recognized and included in equity, fiéhcome
tax effects, and is not subsequently remeasureaddition, the conversion option classified as gowill

remain in equity until the conversion option is ged, in which case the balance recognized iityeqill be
transferred to share premium. No gain or lossdsgaized in profit or loss upon conversion or expim of the
conversion option.

Transaction costs that relate to the issue of dmeertible notes are allocated to liability and iggaomponents
in proportion to the allocation of the gross prateélransaction costs relating to equity componeat
recognized directly in equity. Transaction costatieg to the liability component are included fretcarrying
amount of the liability component and are amortieedr the lives of the convertible notes usingdffective
interest method.
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4) Financial liabilities

Financial liabilities are recognized when the Comphbecomes a party to the contractual provisiortb®f
instruments. Financial liabilities are initially msured at fair value. Transaction costs that astly
attributable to the issue of financial liabilitiese added to or deducted from the fair value ofitrencial
liabilities, as appropriate, on initial recognitiofransaction costs directly attributable to acigjois of financial
liabilities at FVTPL are recognized immediatelypirofit or loss.

Financial liabilities are classified as either fical liabilities at FVTPL or other financial lidlies.
5) Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPLanhthe financial liability is either held for traj or it is
designated as FVTPL.

A financial liability is classified as held for ttang if:

e it has been acquired principally for the purposeepiurchasing it in the near term;

e oninitial recognition, it is part of a portfolid @entified financial instruments that the Compangnages
together and has a recent actual pattern of skort-profit taking; or

e itis a derivative that is not designated and ¢ffecas a hedging instrument.

A financial liability other than a financial lialtiy held for trading may be designated as at FVTiBan initial
recognition if:

e such designation eliminates or significantly reduaameasurement or recognition inconsistency tbatdv
otherwise arise;

* the financial liability forms part of a group ohfincial assets or financial liabilities or both,igthis
managed and its performance is evaluated on &dhie basis, in accordance with the Company's
documented risk management or investment strataglinformation about the grouping is provided
internally on that basis; or

et forms part of a contract containing one or menebedded derivatives and K-IFRS 10BBancial
Instruments. Recognition and Measurement, permits the entire combined contract (asset bilitig) to be
designated as at FVTPL.

Financial liabilities at FVTPL are stated at faslwe, with any gains or losses arising on remeasemé
recognized in profit or loss. The net gain or lemsognized in profit or loss incorporates any ias¢ipaid on the
financial liability and is included in the ‘otheaims and losses’ line item in the statements afrime.

6) Other financial liabilities

Other financial liabilities are subsequently meaduasit amortized cost using the effective interesthiod, with
interest expense recognized on an effective yiakish

The effective interest method is a method of caling the amortized cost of a financial liabilitydaallocating
interest expense over the relevant period. Thet@finterest rate is the rate that exactly distsestimated
future cash payments, including all fees and pgiaid or received (that form an integral part & #ffective
interest rate) and transaction costs and otheriprasnor discounts through the expected life offthancial
liability, or (where appropriate) a shorter peritalthe net carrying amount on initial recognition.

7) Financial guarantee contract liabilities
A financial guarantee contract is a contract tegtires the issuer to make specified paymentsiabrgse the

holder for a loss it incurs because a specifiedatehils to make payments when due in accordaritrethe
terms of debt instruments.
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Financial guarantee contract liabilities are itligimeasured at their fair values and, if not deaigd as at
FVTPL, are subsequently measured at the higher of:

» the amount of the obligation under the contractjetermined in accordance with K-IFRS 10Bigvisions,
Contingent Liabilities and Contingent Assets; and

¢ the amount initially recognized, less cumulativeoatization recognized in accordance with K-IFRS 8,01
Revenue.

8) Derecognition of financial liabilities

The Company derecognizes financial liabilities whgs Company’s obligations are discharged, canaaieldey
expire. The difference between the carrying amofitite financial liability derecognized and the simeration
paid and payable is recognized in profit or loss.

(21) Derivative financial instruments

The Company enters into a variety of derivativaficial instruments to manage its exposure to isteage and
foreign exchange rate risks, including foreign exade forward contracts, interest rate swaps argsarorrency
swaps.

Derivatives are initially recognized at fair valaiethe date the derivative contract is enteredanih are
subsequently remeasured to their fair value aétiteof each reporting period. The resulting gaitoss is
recognized in profit or loss immediately, unless derivative is designated and effective as a mgdgi
instrument; in such case, the timing of the rectogmiin profit or loss depends on the nature ofttedge
relationship.

A derivative with a positive fair value is recogaizas a financial asset, and a derivative withgatine fair
value is recognized as a financial liability. A idetive is presented as a non-current asset onaagent
liability if the remaining maturity of the instrumeis more than 12 months and it is not expectdukteealized
or settled within 12 months. Other derivativesam@sented as current assets or current liabilities.

1) Embedded derivatives

Derivatives embedded in other financial instrumamtether host contracts are treated as separataiiees
when their risks and characteristics are not closshted to those of the host contracts and tisé ¢antracts are
not measured at FVTPL.

An embedded derivative is presented as a non-dussset or a non-current liability if the remainimgturity of
the hybrid instrument to which the embedded dekieatelates is more than 12 months and it is npeeted to
be realized or settled within 12 months. Other edaed derivatives are presented as current agsesrent
liabilities.

2) Hedge accounting

The Company designates certain hedging instrumeish include derivatives, embedded derivatives aon-
derivatives in respect of foreign currency riskeéber fair value hedges, cash flow hedges or &zdf net
investments in foreign operations. Hedges of tpreixchange risk on firm commitments are accoufueds
cash flow hedges.

At the inception of the hedge relationship, the @any documents the relationship between the hedging
instrument and the hedged item, along with its nelnagement objectives and its strategy for unkiada
various hedge transactions. Furthermore, at ttepiion of the hedge and on an ongoing basis, timp@ny
documents whether the hedging instrument is higffactive in offsetting changes in fair values asle flows of
the hedged item.
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3) Fair value hedges

Changes in the fair value of derivatives that asighated and qualify as fair value hedges argyrézed in
profit or loss immediately, together with any chasdn the fair value of the hedged asset or lighifiat are
attributable to the hedged risk. The change ifdhrevalue of the hedging instrument and the chandgbe
hedged item attributable to the hedged risk aregeized in the line of the statements of incomatiey to the
hedged item.

Hedge accounting is discontinued when the Compavgkes the hedging relationship; the hedging insémnt
expires or is sold, terminated or exercised; apitonger qualifies for hedge accounting. The ¥alue
adjustment to the carrying amount of the hedged &esing from the hedged risk is amortized to pifloss
from that date.

4) Cash flow hedges

The effective portion of changes in the fair vaddi@lerivatives that are designated and qualifyash dlow
hedges is recognized in other comprehensive incdimegain or loss relating to the ineffective pamtis
recognized immediately in profit or loss and in@ddn the ‘other gains and losses’ line item.

Amounts previously recognized in other comprehensicome and accumulated in equity are reclassified
profit or loss in the periods when the hedged itenecognized in profit or loss in the same linghaf statements
of income as the recognized hedged item. HoweVieenvthe forecast transaction that is hedged resulte
recognition of a non-financial asset or a non-feiahliability, the gains and losses previously@oelated in
equity are transferred from equity and includethiminitial measurement of the cost of the non+fial asset or
non-financial liability.

Hedge accounting is discontinued when the Compawgkes the hedging relationship; the hedging insémnt
expires or is sold, terminated or exercised; apitonger qualifies for hedge accounting. Any gaitoss
accumulated in equity at that time remains in goaiitd is recognized when the forecast transactiaftimately
recognized in profit or loss. When a forecast taation is no longer expected to occur, the gailoss
accumulated in equity is recognized immediatelgriofit or loss.

5) Hedges of net investments in foreign operations

Hedges of net investments in foreign operationsaaceunted for similarly to cash flow hedges. Ayayn or
loss on the hedging instrument relating to theotiffe portion of the hedge is recognized in oth@nprehensive
income and accumulated in the foreign currencystedion reserve. The gain or loss relating to tedfective
portion is recognized immediately in profit or laasd included in the ‘other gains and losses’ ifiem

Gains and losses on the hedging instrument rel&titige effective portion of the hedge accumulatetthe
foreign currency translation reserve are reclassifo profit or loss in the same way as exchanfferdnces
relating to the foreign operation.

(22) Fair value

Fair value is the price that would be receivedeiban asset or paid to transfer a liability incaderly transaction
between market participants at the measurement @gardless of whether that price is directly obalele or
estimated using another valuation technique. imasing the fair value of an asset or a liabilitye Company
takes into account the characteristics of the agd@bility if market participants would take the

characteristics into account when pricing the asséability at the measurement date. Fair vale f
measurement and/or disclosure purposes in themecial statements is determined on such a basispefor
share-based payment transactions that are withisdbpe of K-IFRS 110&hare-based payment; leasing
transactions that are within the scope of K-IFR$7,Qeases, and measurements that have some similarities to
fair value, but are not fair value, such as nelizable value in K-IFRS 1002nventories, or value in use in K-
IFRS 1036)mpairment of Assets.
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In addition, for financial reporting purposes, fe#lue measurements are categorized into Levebt 3based
on the degree to which the inputs to the fair va@easurements are observable and the significdribe mputs
to the fair value measurement in its entirety, \whace described as follows:

¢ Level 1 inputs are quoted prices (unadjusted) fivaenarkets for identical assets or liabilitieattthe entity
can access at the measurement date.

* Level 2 inputs are inputs, other than quoted pricelsided within Level 1, that are observable for aisset
or liability, either directly or indirectly.

¢ Level 3 inputs are unobservable inputs for thetamskability.

3. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF E STIMATION
UNCERTAINTY:

In the application of the Company’s accounting gieB, which are described in Note 2, managemeawgtjsired
to make judgments, estimates and assumptions #uaarrying amounts of assets and liabilities énatnot
readily apparent from other sources. The estimatdsassociated assumptions are based on histexjgatience
and other factors that are considered to be retedatual results may differ from these estimates.

The estimates and underlying assumptions are red@&m an ongoing basis. Revisions to accountinmatts
are recognized in the period in which the estinmtevised if the revision affects only that perardn the
period of the revision and future periods if theise®n affects both current and future periods.

(1) Valuation of financial instruments

As described in Note 30, the Company uses valuatiomniques that include inputs that are not based
observable market data to estimate the fair valweain type of financial instruments. Note 30ydes
detailed information about key assumptions usdatierdetermination of the fair value of financiastiruments as
well as the detailed sensitivity analysis for thassumptions. The directors believe that the cheakration
techniques and assumptions used are appropridetérmining the fair value of financial instruments

(2) Impairment of non-financial assets

At the end of each reporting period, the Companieres the carrying amounts of its tangible andrigtble
assets to determine whether there is any indicéltiahthose assets have suffered an impairmentlttssgible
assets with indefinite useful lives and not yetilatde for use are tested for impairment at leastually and
whenever there is an indication that the assetheaynpaired. Determining whether intangible asaets
impaired requires an estimation of the value inafsthe CGUs to which goodwill has been allocafdte value-
in-use calculation requires the directors to edintlae future cash flows expected to arise frond@&J) and a
suitable discount rate in order to calculate presalue.

(3) Defined benefit plan

The Company'’s defined benefit obligation is detemi based on the actuarial valuation carried otiteaénd of
each annual reporting period. Actuarial assumptayeghe Company’s best estimates of the variables
determining the cost of providing postretirememntddis, such as discount rates, rates of expectede salary
increases and mortality rates. Significant estiomatincertainty is likely to persist in making swadsumptions
due to the long-term nature of postretirement bepé&itn.
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4. TRADE AND OTHER RECEIVABLES:

(1) Details of trade and other receivables as of Deeer@b, 2014 and 2013, are as follows (Korean won in

thousands):
2014
Less:
Gross amount  Allowance for debt Net amount
Trade receivables W 25,494,709 W - W 25,494,709
Other accounts receivable 180,681 - 180,681
Accrued income 3,064,414 - 3,064,414
Total W 28,739,804 W - W 28,739,804
2013
Less:
Gross amount  Allowance for debt Net amount
Trade receivables W 23,728,846 W - W 23,728,846
Other accounts receivable 119,534 - 119,534
Accrued income 2,081,703 - 2,081,703
Total W 25,930,083 W - W 25,930,083

(2) There are no changes in allowance for trade aret ofiteivables for the year ended December 31,,2014
and changes for the year ended December 31, 264 3sdollows (Korean won in thousands):

2013
Trade Other accounts
receivables receivable Total
Beginning balance W 10 W 387 W 397
Bad debt expense (20) (387) (397)
Write-offs - - -
Recovery - - -
Ending balance W - W - W -

The Company considers a change of credit gradet étzmle receivables from starting date for grantireglit to
the statements of financial position date to judgmverability of trade receivables and others.

As of December 31, 2014%28,739,804 thousand of trade receivables and atteaunts receivable for
Hankook Tire Co., Ltd., which account for more tl#%6 of total balance by customers, is included in
W25,492,167 thousand of total trade receivablesoéimer accounts receivable.

5. EINANCIAL ASSETS AT FVTPL AND AES SECURITIES:

(1) Details of financial assets at FVTPL and AFS sdimgrias of December 31, 2014 and 2013, are asv®llo
(Korean won in thousands):

December 31, 2014 December 31, 2013
Current Non-current Current Non-current
Financial asset at FVTPL W - W - W 3,487,265 W -
AFS securities:
Equity instruments - 558,676 - 665,087
Debt instruments - 20,175,163 2,000,000 17,574,595
Subtotal - 20,733,839 2,000,000 18,239,682

Total W - W 20,733,839 W 5,487,265 W 18,239,682
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(2) Changes in AFS financial assets for the years ebdegmber 31, 2014 and 2013, are as follows (Korean
won in thousands):

2014
Beginning
balance Evaluation Disposal Transfer Ending balance
LB Semicon Inc. W 424,056 W (85,460) W - W - W 338,596
Others 241,031 - (20,951) - 220,080
Total W 665,087 W  (85,460) W (20,951) W - W 558,676
2013
Beginning
balance Evaluation Disposal Transfer Ending balance
Hankook Tire Co., Ltd. W 267,789,687W 30,197,565 W - W (297,987,252) W -
LB Semicon Inc. 878,780 (441,774) (12,950) - 424,056
Others 355,303 - (114,272) - 241,031
Total W 269,023,770W 29,755,791 W (127,222) W (297,987,252) W 665,087

6. OTHER FINANCIAL ASSETS:

Details of other financial assets as of DecembefB814 and 2013, are as follows (Korean won in sands):

2014 2013
Current Non-current Current Non-current
Foreign exchange forward contractg/ - W 2,390,374 W 4,596,753 W 4,666,398
Loans 32,976,000 56,004,680 94,977,000 55,012,440
Total W 32,976,000W 58,395,0564W  99,573,753W 59,678,838

7. OTHER ASSETS:

Details of other assets as of December 31, 2012@h8, are as follows (Korean won in thousands):

2014 2013
Current Non-current Current Non-current
Advance payments W 2,200,599 W - W 1,676,287 W -
Prepaid expenses 11,595 - 14,287 -
Others - 650,018 - 650,018
Total W 2,212,194 W 650,018 W 1,690,574 W 650,018

8. INVESTMENTS IN ASSOCIATES:

(1) The status of the investment in associates as oéibber 31, 2014 and 2013, is as follows (Korean iwon
thousands):

Associate Location Main business
Manufacturing, reproduction, processing and safékeo
automobile tires, tubes and accessories
Atlas BX Co., Ltd. Republic of Korea Manufacturing and sales of steraatteries and dry cells
EmFrontier, Inc. Republic of Korea E-business and total systems management service

Hankook Tire Co., Ltd. Republic of Korea
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(2) Details of the Company’s investment in associasesfdecember 31, 2014 and 2013, are as follows
(Korean won in thousands):

2014
Reporting Number of Percentage of
Associate month shares ownership (%) Acquisition cost Carrying value
Hankook Tire Co., Ltd. December 30,962,895 25.00 W 1,619,359,409W 1,779,535,603
Atlas BX Co., Ltd. December 2,848,685 31.13 12,229,979 123,163,976
EmFrontier, Inc. December 857,142 29.99 428,571 4,099,408
Total W 1,632,017,959W 1,906,798,987
2013
Reporting Number of Percentage of
Associate month shares ownership (%) Acquisition cost Carrying value
Hankook Tire Co., Ltd. December 30,962,895 25.00 W 1,619,359,409W 1,664,413,574
Atlas BX Co., Ltd. December 2,848,685 31.13 12,229,979 109,823,244
EmfFrontier, Inc. December 857,142 29.99 428,571 3,595,590
Total W 1,632,017,959W 1,777,832,408

(3) Details of evaluation using equity method on thenpany’s investment in associates for the yearsatnde
December 31, 2014 and 2013, are as follows (Kowaanin thousands):

2014
Gain on valuation
Beginning Acquisition of equity method Other Ending
Associate balance (disposal) securities changes balance
Hankook Tire Co., Ltd. v 4 564 41357, W CW 141,848,826 W (26,726,797) W 1,779,535,603
Atlas BX Co., Ltd. 109,823,24: - 16,073,006 (2,732,274) 123,163,976
EmFrontier, Inc. 3,595,59( - 542,051 (38,233) 4,099,408
Total W 1,777,832,40 W - W 158,463,883 W (29,497,304) W 1,906,798,987
2013
Gain on valuation
Beginning Acquisition of equity method Other Ending
Associate balance (disposal) securities changes balance
Hankook Tire Co., Ltd. W - W1,321,372,15 W 68,036,37¢ W 275,005,04. W 1,664,413,57.
Atlas BX Co., Ltd. 94,018,83¢ - 16,811,66° (1,007,259) 109,823,24-
EmFrontier, Inc. 3,392,17! - 51,38t 152,034 3,595,59(
Total W 97,411,000 W1,321,372,15 W 84,899,42¢ W 274,149,811 W 1,777,832,40

(4) As of December 31, 2014 and 2013, fair value ofkei@ble investment in associates is as follows €or
won in thousands):

Associate 2014 2013
Hankook Tire Co., Ltd. W 1,631,744,567W 1,879,447,727
Atlas BX Co., Ltd. 110,101,675 114,517,137
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(5) As of December 31, 2014 and 2013, summarized fiahimformation of associates is as follows (Korean

won in thousands):

2014
Hankook Tire Co., Ltd. Atlas BX Co., Ltd. EmFrontier, Inc.

Current assets W 3,879,785,423W 365,728,220 43,278,534
Non-current assets 6,525,894,210 116,426,673 1,905,352
Total Assets 10,405,679,633 482,154,893 45,183,886
Current liabilities 3,069,344,282 81,921,721 29,526,324
Non-current liabilities 1,261,963,608 4,629,448 1,992,860
Total Liabilities 4,331,307,890 86,551,169 31,519,184
Owners of the Company 6,068,888,307 395,603,724 13,664,703
Non-controlling interests 5,483,436 - -

Total Shareholders’ Equity 6,074,371,743 395,603,724 13,664,703
Sales 6,680,847,701 480,473,746 99,116,491
Operating income 854,130,206 56,268,281 2,033,597
Net income 567,395,746 51,626,631 1,806,837
Comprehensive income 510,029,182 49,255,546 1,679,395

(*1) Above summarized financial information in the ficél statements reflected the fair value adjustment

acquiring shares and intangible assets appropmiétiastomer value and value of technique).

2013
Hankook Tire Co., Ltd. Atlas BX Co., Ltd. EmFrontier, Inc.

Current assets W 3,952,244,215W 361,410,627 38,371,049
Non-current assets 6,087,572,997 78,994,475 1,612,815
Total Assets 10,039,817,212 440,405,102 39,983,864
Current liabilities 2,942,257,596 81,641,453 26,366,137
Non-current liabilities 1,482,560,548 6,010,472 1,632,419
Total Liabilities 4,424,818,144 87,651,925 27,998,556
Owners of the Company 5,608,400,197 352,753,178 11,985,308
Non-controlling interests 6,598,872 - -

Total Shareholders’ Equity 5,614,999,069 352,753,178 11,985,308
Sales 7,069,237,653 487,281,270 78,131,370
Operating income 942,253,317 62,442,273 785,727
Net income 569,182,601 53,999,216 171,283
Comprehensive income 586,341,976 57,168,890 678,063

(*1) Above summarized financial information in the fica statements reflected the fair value adjustment

acquiring shares and intangible assets appropmiétiastomer value and value of technique).
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(6) As of December 31, 2014 and 2013, adjustment frehassets to book value of related parties is lasifo
(Korean won in thousands):

2014
Hankook Tire Co., Ltd. Atlas BX Co., Ltd. EmFrontier, Inc.
Net assets of associates W 6,068,888,307W 395,603,724W 13,664,703
Share ratio 25.00% 31.13% 30.00%
Net assets 1,517,222,078 123,163,976 4,099,408
Goodwill and others 262,313,525 - -
Final book value 1,779,535,603 123,163,976 4,099,408
2013
Hankook Tire Co., Ltd. Atlas BX Co., Ltd. EmFrontier, Inc.
Net assets of associates W 5,608,400,197W 352,753,178W 11,985,308
Share ratio 25.00% 31.13% 29.99%
Net assets 1,402,100,049 109,823,244 3,595,590
Goodwill and others 262,313,525 - -
Final book value 1,664,413,574 109,823,244 3,595,590

9. PROPERTY, PLANT AND EQUIPMENT:

(1) Details of the carrying values of property, plantl @quipment as of December 31, 2014 and 2013sare
follows (Korean won in thousands):

December 31, 2014
Accumulated

Acquisition cost depreciation Carrying value

Land W 10,548,829 W - W 10,548,829
Buildings 29,303,483 (10,413,605) 18,889,878
Structures 461,615 (161,207) 300,408
Vehicles 683,026 (648,789) 34,237
Tools, furniture and fixtures 661,440 (454,479) 206,961
Construction in progress 361,273 - 361,273

Total W 42,019,666 W (11,678,080) W 30,341,586

December 31, 2013
Accumulated

Acquisition cost depreciation Carrying value
Land W 10,548,829 W - W 10,548,829)
Buildings 28,604,978 (9,412,486) 19,192,492
Structures 404,615 (147,906) 256,709
Vehicles 683,026 (511,845) 171,181
Tools, furniture and fixtures 463,610 (452,918) 10,692
Construction in progress 1,000,393 - 1,000,393

Total W 41,705,451 W (10,525,155) W 31,180,296
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(2) Changes in property, plant and equipment for the fisonths ended December 31, 2014 and 2013, are as
follows (Korean won in thousands):

2014
Beginning Ending
balance Acquisition ~ Disposal Depreciation Others balance
Land W 10,548,829 W - W - W - W - W 10,548,829
Buildings 19,192,492 - - (1,001,119) 698,505 18,889,878
Structures 256,709 - - (13,301) 57,000 300,408
Vehicles 171,181 - - (136,944) - 34,237
Tools, furniture
and fixtures 10,692 - (1) (22,110) 218,380 206,961
Construction in
progress 1,000,393 334,765 - - (973,885) 361,273
Total W 31,180,296 W 334,765 W (1) "W (1,173,474) W - W 30,341,586
2013
Beginning Ending
balance Acquisition ~ Disposal Depreciation Others balance
Land W 10,509,654 W - W - W - W 39,175 W 10,548,829
Buildings 19,185,180 - - (966,733) 974,045 19,192,492
Structures 267,167 - - (10,458) - 256,709
Vehicles 325,030 - - (153,848) - 171,182
Tools, furniture
and fixtures 22 11,880 (1) (1,210) - 10,691
Construction in
progress 1,179,243 2,135,223 - - (2,314,073) 1,000,393
Total W 31,466,296 W 2,147,103 W (1) "W (1,132,249) W (1,300,853) W 31,180,296

(3) Assets pledged as collateral

As of December 31, 2014, the Company has subsctibpbperty and comprehensive insurance for its

buildings (refer to Note 31).

10. INVESTMENT PROPERTY:

(1) Details of the carrying value of investment propers of December 31, 2014 and 2013, are as follows

(Korean won in thousands):

December 31, 2014

Acquisition cost

Accumulated
depreciation

Carrying value

Land W 15,662,650 W - W 15,662,650
Buildings 23,403,620 (12,361,909) 11,041,711
Total W 39,066,270W (12,361,909) W 26,704,361
December 31, 2013
Accumulated
Acquisition cost depreciation Carrying value
Land W 15,662,650 W - W 15,662,650
Buildings 23,403,620 (11,191,728) 12,211,892
Total W 39,066,270 W (11,191,728) W 27,874,542
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(2) Changes in investment property for the four moetided December 31, 2014 and 2013, are as follows
(Korean won in thousands):

2014
Land Buildings Total
Beginning balance W 15,662,650 W 12,211,892 W 27,874,542
Acquisition - - -
Disposal - - -
Depreciation - (1,170,181) (1,170,181)
Others - - -
Ending balance W 15,662,650 W 11,041,711W 26,704,361
2013
Land Buildings Total
Beginning balance W 15,037,287 W 12,708,421 W 27,745,708
Acquisition - - -
Disposal - - -
Depreciation - (1,172,020) (1,172,020)
Others 625,363 675,490 1,300,853
Ending balance W 15,662,650 W 12,211,891 W 27,874,541

(3) Details of income and expenditure for the yearsdridecember 31, 2014 and 2013, are as follows @fore
won in thousands):

2014 2013
Rental income W 4,354,229 W 4,224,811
Training center income 2,149,177 2,065,639
Expenditure for operating activities 3,419,236 3,503,325

(4) Details of carrying value and fair value for theggended December 31, 2014 and 2013, are as follow
(Korean won in thousands):

2014 2013
Carrying value W 26,704,361W 27,874,542
Fair value 90,623,806 90,623,806

11. INTANGIBLE ASSETS:

(1) Details of carrying value of intangible assets BB@&cember 31, 2014 and 2013, are as follows (Kowean
in thousands):

December 31, 2014
Accumulated

Acquisition cost depreciation Carrying value
Industrial rights W 2,180,505W (1,299,289) W 881,216
Other intangible assets 5,541,884 - 5,541,884
Total W 7,722,389 W (1,299,289) W 6,423,100

December 31, 2013
Accumulated

Acquisition cost depreciation Carrying value
Industrial rights W 1,671,683 W (960,225) W 711,458
Other intangible assets 4,980,362 - 4,980,362

Total W 6,652,045 W (960,225) W 5,691,820
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(2) Changes in intangible assets for the four montlde@mecember 31, 2014 and 2013, are as followse@or
won in thousands):

2014
Other intangible
Industrial rights assets Total
Beginning balance W 711,458 W 4,980,362 W 5,691,820
Acquisition - 1,276,400 1,276,400
Disposal - (185,056) (185,056)
Depreciation (339,064) - (339,064)
Impairment (529,822) (529,822)
Others 508,822 - 508,822
Ending balance W 881,216 W 5,541,884 W 6,423,100
2013
Other intangible
Industrial rights assets Total
Beginning balance W 429,429 W 4,622,662 W 5,052,091
Acquisition 292,906 357,700 650,606
Disposal - - -
Depreciation (249,290) - (249,290)
Others 238,413 - 238,413
Ending balance W 711,458 W 4,980,362 W 5,691,820

12. TRADE AND OTHER ACCOUNTS PAYABLE:

Details of trade and other accounts payable asoébber 31, 2014 and 2013, are as follows (Koreamiw
thousands):

2014 2013
Other accounts payableW 2,714,193 W 2,477,158
Accrued expenses 1,837,735 2,131,410
Dividends payable 65,514 54,441
Total W 4,617,442 W 4,663,009

13. OTHER LIABILITIES:

Details of other liabilities as of December 31, 2@hd 2013, are as follows (Korean won in thousands

2014 2013
Withholdings W 2,051,440 W 989,132

14. RETIREMENT BENEFIT PLAN:

As of December 31, 2014, the last actuarial vatwadif plan assets and defined benefit obligatioa pexformed
by Mirae Asset Securities Co., Ltd. The valuatidpresent value of the defined benefit liabilitglated
current service cost and past service cost is méted using the projected unit credit method.
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(1) The significant actuarial assumptions used by then@any as of December 31, 2014 and 2013, are as

follows:
Description December 31, 2014 December 31, 2013
Discount rate 3.69% 4.59%
Rate of expected future salary increase 6.88% 8.17%

(2) As of December 31, 2014 and 2013, amounts recogjiizihe statements of financial position relaied t
retirement benefit obligation are as follows (Karegon in thousands):

2014 2013
Present value of defined benefit obligatioi 9,722,134 W 7,799,371
Fair value of plan assets (10,367,263) (10,261,598)
Retirement benefit assets W (645,129) W (2,462,227)

(3) Changes in net defined benefit liabilities for flears ended December 31, 2014 and 2013, are aw$oll

(Korean won in thousands):

2014
Present value of definec Fair value of Net defined benefit
Description benefit obligations plan assets liabilities
Beginning of the year W 7,799,371 W (10,261,598 W (2,462,227)
Current service cost 1,919,051 - 1,919,051
Interest expenses (income) 348,866 (434,791 (85,925)
10,067,288 (10,696,389 (629,101)
Remeasurements:
Return on plan assets - 137,717 137,717
Actuarial gains arising from changes
in demographic assumptions 71,667 - 71,667
Actuarial gains arising from changes
in financial assumptions (69,324) - (69,324)
Actuarial gains arising from
experience adjustments and others (57,661) - (57,661)
(55,318) 137,714 82,399
Benefits paid (289,836) 191,40¢ (98,427)
End of the year W 9,722,134 W (10,367,263 W (645,129)
2013
Present value of definec Fair value of Net defined benefit
Description benefit obligations plan assets liabilities
Beginning of the year W 12,472,470 W (10,359,695 W 2,112,775
Current service cost 1,451,186 - 1,451,186
Interest expenses (income) 323,365 (391,843 (68,478)
14,247,021 (10,751,538 3,495,483
Remeasurements:
Return on plan assets - 70,302 70,302
Actuarial gainsarising from change
in demographic assumptions (88,153) - (88,153)
Actuarialgains arising from chang
in financial assumptions (307,033) - (307,033)
Actuarial gains arising from
experience adjustments and others (5,629,399) - (5,629,399)
(6,024,585) 70,302 (5,954,283)
Benefits paid (486,270) 486,86: 593
Transfers in (out) and others 63,205 (67,225 (4,020)
End of the year W 7,799,371 W (10,261,598 W (2,462,227)

The fair value of the plan assets consists of jpal@and interest guaranteed financial assets, asdixed
deposit, for the stable retirement benefit finagcin
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(4) Income and loss related to defined benefit plaritferyears ended December 31, 2014 and 2013, are as
follows (Korean won in thousands):

2014 2013
Current service cost W 1,919,051 W 1,451,186
Interest cost 348,866 323,365
Expected return on plan assets (434,791) (391,843)
Total W 1,833,126 W 1,382,708

(5) The sensitivity analyses below have been deterntiasdd on reasonably possible changes of the isaymif
assumptions occurring as of December 31, 2014 ewiadlding all other assumptions constant (Korean wo
in thousands).

Effect on the net defined benefit liabilities adddcember 31, 2014

Description Increase by 1% Decrease by 1%
Discount rate W (794,787) W 948,020
Rate of expected future salary increase 939,148 (802,584)

15. PROVISIONS:

(1) Details of provisions as of December 31, 2014 d@iB2are as follows (Korean won in thousands):

2014 2013
Long-term debts for employeesW 169,026 W 136,369
(2) Changes in provisions for the years ended Decethe2014 and 2013, are as follows (Korean won in
thousands):
2014
Beginning balance Transferred in Use Ending balance
Long-term debts for employees¥ 136,369 W 39,329 W (6,672) W 169,026
2013
Beginning balance Transferred in Use Ending balance
Long-term debts for employees¥ 122,747 W 23,602 W (9,980) W 136,369

16. OTHER FINANCIAL LIABILITIES:

Details of other financial liabilities as of Deceent81, 2014 and 2013, are as follows (Korean won in
thousands):

December 31, 2014 December 31, 2013
Current Non-current Current Non-current
Foreign exchange forward liabilitie&V 429,313 W - W - W -
Rental deposits - 8,893,925 - 8,799,358

Total W 429,313 W 8,893,925 W - W 8,799,358
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17. CAPITAL STOCK:

Details of capital stock as of December 31, 201dt 2013, are as follows (Korean won in thousandsgpixper-
share and par value amounts):

2014 2013
Authorized (shares) 250,000,000 250,000,000
Par value W 500 W 500
Outstanding (shares):

Ordinary share 93,020,173 93,020,173
Capital stock:
Common stock W 46,510,087 W 46,510,087

18. OTHER PAID-IN-CAPITAL.:

Details of other paid-in capital as of DecemberZ114 and 2013, are as follows (Korean won in thods):

2014 2013

Paid-in capital in excess of par value%  1,302,628,300 W 1,302,628,300
Other capital surplus (11,092,609) (11,092,609)
Loss from capital reduction (4,629,719) (4,629,719)

Total W 1,286,905,972 W 1,286,905,972

As of December 31, 2014, the Company holds 1,335¢08inary shares in treasury, to stabilize thekesiaprice
of its shares of stock, and records treasury sasabther paid-in capital. Further appropriatiohaim is not
determined.

19. RETAINED EARNINGS AND DIVIDENDS:

(1) Details of retained earnings as of December 314 20 2013, are as follows (Korean won in thousgnds

2014 2013
Legal reserve:
Earned surplus resef/é W 10,958,306 W 8,158,306
Subtotal 10,958,306 8,158,306
Voluntary reserve:
Reserve for revaluatiorf’ 443,289,239 443,289,239
Dividend equalization reserve 60,000,000 50,000,000
Reserve for officer’s retirement benefits 93,918,000 93,918,000
Other voluntary reserve 110,000,000 100,000,000
Subtotal 707,207,239 687,207,239
Unappropriated retained earnings 396,322,713 267,790,807

Total W 1,114,488,258 W 963,156,352

(*1) The Commercial Law of the Republic of Korea regsitfee Company to maintain an appropriate portion
of retained earnings as a legal reserve in an ahemual to a minimum of 10% of its cash dividendslu
such reserve equals 50% of its capital stock. r€berve is not available for the payment of cash
dividends but may be transferred to common stoaksed to offset accumulated deficit, if any, thrioag
resolution of shareholders.

(*2) According to the past assets revaluation law, welaoted assets revaluation and appropriated rei@tua
gains for revaluation reserve. This revaluatiomks is not allowed to be used as financial resesiof
dividends, but it is allowed to be used only fopitalization or preservation of losses.
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(2) Changes in retained earnings for the years endedrbger 31, 2014 and 2013, are as follows (Koream wo
in thousands):

2014 2013

Beginning of the year W 963,156,352 W 6,049,084,193
Net income 183,826,990 160,151,821
Dividend payments (27,508,526) (10,795,910)
Changes in retained earnings due to investments in

associates accounted for using the equity method (5,182,153) 2,427,709
Defined benefit plan remeasurements (82,398) 5,954,284
Tax effect 277,993 (1,569,017)
Decrease by spin-off - -
Losses on capital reduction covering - (5,606,451,799)
Provision of capital reserve - 364,355,071
End of the year W 1,114,488,258W 963,156,352
(3) Details of dividend payments as of December 3142401d 2013, are as follows (Korean won, except per

share):
2014 2013

Outstanding shares issued (shares) 93,020,173 93,020,173
Treasury stocks (shares) 1,325,088 1,325,086
Dividend shares (shares) 91,695,085 91,695,087
Dividend per share W 300 W 300
Total dividend W 27,508,525,500W 27,508,526,100

(4) Changes in retained earnings due to investmerassociates accounted for using the equity methothéo
years ended December 31, 2014 and 2013, are aw$olKorean won in thousands):

2014 2013
Beginning of the year W 2,440,543 W 140,915
Changes (5,182,153) 2,427,709
Tax effect 258,053 (128,081)
End of the year W (2,483,557) W 2,440,543

(5) Changes in defined benefit plan remeasurementbiéoyears ended December 31, 2014 and 2013, are as
follows (Korean won in thousands):

2014 2013
Beginning of the year W (40,896,846) W (45,410,193)
Changes (82,398) 5,954,284
Tax effect 19,940 (1,440,937)

End of the year W (40,959,304) W (40,896,846)
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(6) Details of statements of appropriations of retaieachings for the years ended December 31, 2012@8l

are follows (Korean won):

STATEMENTS OF APPROPRIATIONS OF RETAINED EARNINGS( *1)

2014

2013

1. RETAINED EARNINGS BEFORE
APPROPRIATIONS (*2): W 83,034,291,305
Earned surplus reserved 52,607,806,545
Remeasurements on defined benefit plans (62,457,999)

Net income (*3) 30,488,942,759

. TRANSFER:

. APPROPRIATIONS:

Reserve for dividend equalization
Unappropriated retained earning
Legal reserves

Cash dividends

(Dividends per share (rate):

W 300 (60%) (2014)

W 300 (60%) (2013))

. UNAPPROPRIATED RETAINED
EARNINGS TO BE CARRIED
FORWARD TO SUBSEQUENT YEAR

30,308,525,500

2,800,000,000

27,508,525,500

W 52,725,765,805

(*1)
(*2)

Above statements of appropriations of retairachings represent appropriatio
subsidiaries' retained earnings before spin-off.

follows:

2014

W 102,916,332,645
23,368,356,438
4,513,346,966
75,034,629,241

50,308,526,100

10,000,000,000
10,000,000,000
2,800,000,000

27,508,526,100

W 52,607,806,545

ns of retainedmgsnexcept for

Retained earnings before appropriations beétireinating subsidiaries’ retained earnings befpm-off are as

2013

. RETAINED EARNINGS BEFORE
APPROPRIATIONS:
Earned surplus reserved 217,482,280,358
Actuarial gains (losses) (62,457,999)
Net income of owners of the Company (*3183,826,990,244
Changes in retained earnings due to
investments in associates accounted for
using the equity method

W 396,322,713,124

(4,924,099,479)
(*3)

2014 2013

W 267,790,806,458
100,826,010,355
4,513,346,966
160,151,821,002

2,299,628,135

Difference between net income of owners of @@mpany and net income for appropriations is devist

Net income of owners of the Company W
Gain using equity method

Tax expense for affiliated company
investment

183,826,990,244
(158,463,883,412)

5,125,835,927

160,151,821,002
(84,899,428,302)

(217,763,459)

Net income for appropriations W 30,488,942,759W

75,034,629,241
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20. OTHER EQUITY:

(1) Details of other capital components as of Decer8tie2014 and 2013, are as follows (Korean won in

thousands):
2014 2013
Losses on valuation of AFS securities, net W (1,051,129) W (2,957,580)
Equity changes due to investment securities
accounted for using the equity method (31,738,507) (22,283,656)
Total W (32,789,636) W (25,241,236)

(2) Changes in losses on valuation of AFS securitiethf® years ended December 31, 2014 and 2013sare a
follows (Korean won in thousands):

2014 2013
Beginning of the year W (2,957,580) W 4,921,785
Losses on valuation of AFS securities, net 2,515,107 (10,394,941)
Tax effect (608,656) 2,515,576
End of the year W (1,051,129) W (2,957,580)

(3) Changes in equity changes due to investment sesugitcounted for using the equity method for thery
ended December 31, 2014 and 2013, are as folloae@ft won in thousands):

2014 2013
Beginning of the year W (22,283,656) W 750,689
Changes (9,935,915) (24,271,066)
Tax effect 481,064 1,236,721
End of the year W (31,738,507) W (22,283,656)

21. OPERATING REVENUE OF CONTINUING OPERATION:

Operating revenue of continuing operation for tharg ended December 31, 2014 and 2013, is as ®llow
(Korean won in thousands):

2014 2013
Rental sales W 4,354,229 W 4,224,811
Training center revenue 59,340 50,902
SSC sales 17,457,246 18,528,573
Trademark right revenue 48,886,713 43,278,285
Dividend payments 42,505 2,532,282
Gains using equity method 158,463,883 84,899,428

Total W 229,263,916 W 153,514,281
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22. OPERATING EXPENSES OF CONTINUING OPERATION:

Operating expenses of continuing operation forytrers ended December 31, 2014 and 2013, are awsoll

(Korean won in thousands):

2014 2013

Payroll 17,425,182 W 14,161,093
Provision for severance benefits 1,833,126 1,382,708
Utility expenses 909,829 905,008
Depreciation 2,682,719 2,553,559
Repair expenses 268,364 433,058
Supplies expenses 205,926 403,467
Taxes and dues 1,027,748 1,201,222
Insurance 168,570 142,759
Employee benefits 2,016,697 1,568,872
Travel expenses 811,404 905,628
Communication expenses 158,556 126,775
Service expenses 445,276 448,071
Fees and charges 5,876,002 5,670,197
Entertainment expenses 489,829 438,243
Publication expenses 369,214 98,098
Training expenses 1,756,863 1,994,923
Vehicles maintenance expenses 56,530 46,745
Advertisement expenses 3,720,935 775,638
Provision for doubtful accounts - (397)
Conference expenses 66,080 75,042
Miscellaneous expenses 744,558 607,476

Total W 41,033,408 W 33,938,185

23. EINANCIAL INCOME:

(1) Details of financial income for the years ended é&eber 31, 2014 and 2013, are as follows (Koreaniwon

thousands):
2014 2013
Interest revenue:
Short-term financial assets W 8,516,034 W 8,392,674
Trade and other accounts receivable 680,723 1,142,166
AFS financial assets 4,528,613 5,425,347
Subtotal 13,725,370 14,960,187
Gain on disposal of AFS securities 49,623 38,788,199
Gain on foreign exchange forward transaction 2,267,634 -
Gain on valuation of foreign exchange forward cacis - 9,263,151
Gain on foreign currency transaction 534,171 7,402,035
Gain on foreign currency translation 1,982,260 1,764
Total W 18,559,058 W 70,415,336
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(2) Details of financial income by categories for tleags ended December 31, 2014 and 2013, are awdollo
(Korean won in thousands):

2014 2013
Loans and receivables W 13,044,647 W 13,818,021
AFS financial assets 730,346 39,930,365
Designated hedge derivatives 2,267,634 9,263,151
Subtotal 16,042,627 63,011,537
Gain on foreign currency transaction from depdsits
foreign currency 315,171 7,402,035
Gain on foreign currency transaction from shortrtéoans
in foreign currency 219,000 -
Gain on foreign currency translation from deposits
foreign currency 20 1,764
Gain on foreign currency translation from shortridoans
in foreign currency 990,000 -
Gain on foreign currency translation from long-tdoans
in foreign currency 992,240 -
Total W 18,559,058 W 70,415,336

24. EINANCIAL EXPENSES:

Details of financial expenses for the years endedeinber 31, 2014 and 2013, are as follows (Koreamiw
thousands):

2014 2013

Loss on disposal and evaluation of dealing seestitiet W 125,310 W 2,544,907
Loss on foreign exchange forward transaction 180,387 5,841,153
Loss on valuation of foreign exchange forward cacts 2,705,337 -
Loss on foreign currency transaction from depaaits

foreign currency 381,575 756,799
Loss on foreign currency transaction from shonrtémans

in foreign currency 1,497,000 -
Loss on foreign currency translation from depasits

foreign currency 10,542 4,119
Loss on foreign currency translation from shortrtéoans

in foreign currency - 3,375,000
Loss on foreign currency translation from long-téoans

in foreign currency - 2,996,200

Total W 4,900,151 W 15,518,178
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25. OTHER NON-OPERATING INCOME AND EXPENSE:

(1) Details of other non-operating income for the yearded December 31, 2014 and 2013, are as follows
(Korean won in thousands):

2014 2013
Gains on disposal of property, plant and equipmeit 588 W 23
Rental income 2,149,177 2,065,639
Miscellaneous income 81,390 201,706
Gain on foreign currency translation 879 -
Fees received 35,200 2,629,699
Total W 2,267,234 W 4,897,067

(2) Details of other non-operating expense for the yeaded December 31, 2014 and 2013, are as follows
(Korean won in thousands):

2014 2013

Loss on disposal of intangible assets W 120,366 W -
Impairment loss of intangible assets 529,822 -
Loss on foreign currency transaction 919 -
Loss on foreign currency translation 37 -
Miscellaneous expenses 40,904 40,904
Donation 400 400

Total W 692,448 W 41,304

26. INCOME TAX EXPENSE OF CONTINUING OPERATION:

Income tax expense for the years ended Decemb&034,and 2013, is as follows (Korean won in thods

2014 2013
Income tax of continuing operation W 18,318,154 W 19,177,196

27. EARNINGS PER SHARE:

The Company’s basic and diluted earnings per dhane continuing operation for the years ended Ddoam31,
2014 and 2013, are computed as follows (Koreaniwdnousands):

2014 2013
Net income of continuing operation for controllimgerest W 183,826,990,244W 160,151,821,002
Dividends for preferred stock - -
Net income available for common shareholders 1BRID0,244 160,151,821,002
Weighted-average number of common shares outsigndin 91,695,087 shares 58,721,969 shares
Basic and diluted earnings per share W 2,005 W 2,727
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28. RELATED-PARTY TRANSACTIONS:

(1) Details of related parties as of December 31, 26fetas follows:

Type Name of related parties

Individuals Yang-Rai Cho, Hyun-Shick Cho, Hyun-Bum Cho

Associates  Hankook Tire Co., Ltd., Atlas BX Co., Ltd., EmFramtinc.

Domestic Daehwa Engineering & Machinery Co., Ltd., Hanyarig Bales Corp.,
subsidiaries of MK Technology Corp., Frixa Co., Ltd.,

associates  Atlas BX Motorsports Co., Ltd.

Overseas Hankook Tire America Corp., Hankook Tyre U.K. Ltdiangsu Hankook Tire Co., Ltd.,
subsidiaries of Hankook Tire China Co., Ltd., Shanghai Hankook Hedes Co., Ltd.,

associates  Hankook Tire Netherlands B.V., Hankook Tire JapangC Hankook Tire Canada Corp.,

Others (*1)

Hankook Reifen Deutschland GmbH, Hankook Tire FeaBARL,

Hankook Tire Italia S.R.L., Hankook Espana $Hankook Tyre Australia Pty., Ltd., Hanka
Tire Hungary Ltd., Hankook Tire Europe Holdings B.V

Hankook Tire Europe GmbH, Hankook Tire Budapestaskedelmi Kft,

Hankook Tire DE Mexico, S.A. DE C.V., Chongqging Hanoktire Co., Ltd.,
Hankook Tire Rus LLC, PT Hankook Tire Indonesia, Mtold (Jiaxing) Co., Ltd.,
Hankook Tire Singapore PTE., Ltd., Hankook Tire 8alia SDN.BHD.,
Hankook Tire Sweden AB, Beijing Jielun Trading Canp Co., Ltd.,

Hankook Tire Thailand Co., Ltd., Hankook LastiklriS.,

Hankook Tire Polska Sp. z 0.0., Hankook Tire deoBdlia Ltda.,

Hankook Tire America Holdings I, LLC, Hankook Tifenerica Holdings I, LLC,
MK Technology (CHONGQING) Mould Co., Ltd.,

Hankook Tire Manufacturing Tennessee LP, EmFromieerica Inc.,

Hankook Tire Ceska Republika s.r.o.

Shin-Yang Tourist Development, Shin-Yang World lueés

FWS Investment Advisory, Daehwa Eng’ & Machinergxing Co., Ltd.,

Anothen WTE Co., Ltd., H-2 WTE Co., Ltd., Anothee@nsan Co., Ltd.

(*1) Shin-Yang Tourist Development, Shifang World Leisure, FWS Investment Advisory, Anath&TE Co.
Ltd., H-2 WTE Co., Ltd. and Anothen Geumsan Cod, lare the affiliates of the Company. However, the
Company does not hold any shares of those affiliate

(2) Transactions between the Company and subsidiagifesebthe spin-off are eliminated by consolidatoml
not disclosed in the note.

1) Transactions between the Company and related pdotiehe years ended December 31, 2014 and 2643, a
as follows (Korean won in thousands):

2014
Related parties Sales Operating expense Other revenue Other cost
Hankook Tire Co., Ltd. W 69,444,068 W 89,631 W 2,268 W -
EmFrontier Inc. 1,575 161,319 - -
Atlas BX Co., Ltd. 5,675 - - -
Shin-Yang Tourist Development - 1,867,332 - -
Shin-Yang World Leisure - - 5,814 -
Chongging Hankooktire Co., Ltd. - - 3,584,110 -
Jiangsu Hankook Tire Co., Ltd. - - 499,973 -
Hankook Tire China Co., Ltd. - - 444,530 -
Hankook Tire Japan Corp. - - 9,729 -
Hankook Tire Australia Pty., Ltd. - - 7,943 -
PT. Hankook Tire Indonesia - - 11,563 -
Hankook Tire Thailand Co., Ltd. - - 764 -
Hankook Tire Malaysia SDN.BHD. - - 2,420 -
Hankook Tire Singapore PTE., Ltd. - - 2,781 -
Hankook Tire Canada Corp. - 102,781 - -

Total W 69,451,318 W 2,221,063 W 4,571,895 W -
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2013
Related parties Sales Operating expense Other revenue Other cost

Hankook Tire Co., Ltd. W 67,437,353 W 30,005 W 3,865 W -
EmFrontier Inc. 555 134,117 - -
Shin-Yang Tourist Development - 1,790,673 - -
Shin-Yang World Leisure - - 5,814 -
Chongging Hankooktire Co., Ltd. - - 3,745,796 -
Jiangsu Hankook Tire Co., Ltd. - - 802,680 -
Hankook Tire China Co., Ltd. - - 876,871 -

Total W 67,437,908 W 1,954,795 W 5,435,026 W -

2) Outstanding balances of receivables and payablet@scember 31, 2014 and 2013, are as follows€kor

won in thousands):

a) Accounts receivable and others

2014 2013
Accounts Long/short  Other accounts Accounts Long/short  Other accounts
receivable loans receivable receivable loans receivable
Hankook Tire Co., Ltd. W 25,491,994W - W 173 W 23,728,219W - W 929
EmFrontier Inc. 1,320 - - - - -
Hankook Tire Malaysia SDN.BHD. - - 2,420 - - -
Chongging Hankooktire Co., Ltd. - 88,980,680 324,208 - 86,671,440 313,596
Jiangsu Hankook Tire Co., Ltd. - - - - 31,659,000 9,880
Hankook Tire China Co., Ltd. - - - - 31,659,000 82,702
Total W 25,493,314W 88,980,680 W 326,801 W 23,728,219W 149,989,440W 407,107

b) Accounts payable and others

2014 2013
Accounts Accounts
payable Other payables payable Other payables
Hankook Tire Co., Ltd. W 77,167 W 1,834,952 W 192,881 W 1,738,375
EmFrontier Inc. 13,010 - 31,361 -
Shin-Yang Tourist Development 171,113 - 188,068 -
Shin-Yang World Leisure - 96,792 - 88,800
Hankook Tire Canada Corp. 8,507 - - -
Total W 269,797 W 1,931,744 W 412,310 W 1,827,175

3) Loans to related parties for the years ended Deeefih 2014 and 2013, are as follows (Korean won in

thousands):
2014
Change by exchange
Related parties Loans Beginning Increase Decrease rate fluctuation Ending
Chongqing Hankook Tire Co., Ltd. Short-term W 31,659,000 31,986,000W (31,659,000)W 990,000 W 32,976,000
Jiangsu Hankook Tire Co., Ltd. Short-term 31,659,000 - (31,659,000) - -
Hankook Tire China Co., Ltd. Short-term 31,659,000 - (31,659,000) - -
Chongging Hankooktire Co., Ltd. Long-term 55,012,440 - - 992,240 56,004,680
Total W 149,989,440W 31,986,000W (94,977,000)W 1,982,240 W 88,980,680
2013
Change by exchange
Related parties Loans Beginning Increase Decrease rate fluctuation Ending
Chongqging Hankook Tire Co., Ltd. Short-term W  86,447,080W 32,709,000W (86,447,080)W (1,050,000) W 31,659,000
Jiangsu Hankook Tire Co., Ltd. Short-term 32,133,000 32,232,000 (32,133,000) (573,000) 31,659,000
Hankook Tire China Co., Ltd. Short-term 32,133,000 33,411,000 (32,133,000) (1,752,000) 31,659,000
Chongging Hankooktire Co., Ltd. Long-term - 58,008,640 - (2,996,200) 55,012,440
Total W 150,713,080W 156,360,640 (150,713,080)W (6,371,200) W 149,989,440
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4) The Company has provided guarantees with respdictaiocing by its overseas subsidiaries for theyea
ended December 31, 2014 and 2013. The remainiagagtees provided before spin-off were transfetoed
the new company, and the Company is severally @inty liable for the remaining guarantees. The
guarantees provided to the related parties, inatpdiverseas subsidiaries, are as follows (Koreamiwo
thousands):

Line of credit

2014 2013
Unit Foreign currency Korean won Foreign currency Korean won
USb 200,000 W 219,840,000 340,000 W 358,802,000
EUR 164,854 220,331,257 234,854 342,009,128
HUF 16,097,000 68,412,250 16,097,000 79,036,270
Total W 508,583,507 W 779,847,398

(*1) The above guarantee amount includes directgsiip provided to the Hungarian government devia:

Description
Summary of agreementsTo certify that the Company should sincerely cauythe investment plan accordi
to the investment contract; otherwise, the Compsould return some or whole
amount of the subsidy provided by the Hungariaregoment.
Guarantee provided HUF 15,881,000,000 + interest incurred
The term of guarantee  From October 31, 2005, to December 31, 2017

Also, outstanding credit facility agreements pravidHankook Tire Co., Ltd. jointly and severally afs
December 31, 2014 and 2013, are as follows (inghods) (see Note 31):

December 31, 2014 December 31, 2013
Unit Foreign currency Korean Won Foreign currency Korean Won
usb 70,000 W 76,944,000 70,000 W 73,871,000
EUR 25,000 33,413,000 25,000 36,406,500

Of Hankook Tire Co., Ltd.’s borrowings, USD 50,0000 owing to Korea Development Bank was incurred
before the spin-off so that the Company is joimthy severally liable to Hankook Tire Co., Ltd.

(3) Compensation for key management personnel fore¢hesyended December 31, 2014 and 2013, is as
follows (Korean won in thousands):

2014 2013
Short-term benefits W 5,429,953 W 2,893,055
Severance and retirement benefits 378,786 309,916
Total W 5,808,739 W 3,202,971

29. CASH AND CASH EQUIVALENTS:

(1) Cash and cash equivalents consist of cash anddsgdsit minus overdraft on the statements of dastsf
As of December 31, 2014 and 2013, cash and castadepis of the financial statements are calculated
follows (Korean won in thousands):

2014 2013

Cash and bank deposit W 211,798,689 W 70,876,555
Less: Overdraft - -

Cash and cash equivalents W 211,798,689 W 70,876,555
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(2) As of December 31, 2014 and 2013, the major trdizgaof non-cash investing and financial activitiast
including cash flow statements, is as follows (Karevon in thousands):

2014 2013
Transfer construction in progress into property W 973,885 W 2,314,073
Transfer advance payments into intangible assets 508,823 238,413
Investment in kind - 1,321,372,157
Transfer AFS financial assets into investmentsssoaiates - 297,987,252

30. FINANCIAL INSTRUMENTS:

(1) Capital management

The Company manages its capital to ensure thatesntinder the Company will be able to continuelevhi
maximizing the return to shareholders through thiEngization of its debt and equity balance. Therpany’s
overall strategy remains unchanged from that oftfi@r periods.

The Company utilizes the debt ratio as capital ganment index, which is the total liabilities divatiby the
total equity. Total liabilities and total equityesbased on the amounts stated in the financieents.

The Company is not subject to any externally impasspital requirements.

The debt ratio as of December 31, 2014 and 20%3 fellows (Korean won in thousands):

2014 2013
Total liabilities W 91,304,080 W 81,836,887
Total shareholders’ equity 2,415,114,681 2,271,331,174
Debt ratio 3.78% 3.60%

(2) The accounting policies and methods (including gadton, measurement and related gain (loss)
recognition) adopted by the Company’s financiaksdinancial liabilities and equity are detailad
Note 2.

(3) Categories of financial instruments as of Deceniei2014 and 2013, are as follows (Korean won in
thousands):

1) Financial Assets

2014 2013
Categories Account Book value Fair value Book value Fair value

Derivative financial assetsOther financial assets W 2,390,374 W 2,390,374 W 9,263,151 W 9,263,151
Financial assets at FVTPLFinancial assets at FVTPL - - 3,487,265 3,487,265
Financial assets AFS AFS financial assets 20,733,839 20,733,839 20,239,682 20,239,682
Loans and receivables  Cash and cash equivalents 211,798,689 211,798,689 70,876,555 70,876,555

Short-term financial assets 180,000,000 180,000,000 226,000,000 226,000,000

Trade receivables 25,494,709 25,494,709 23,728,846 23,728,846
Accounts receivable 180,681 180,681 119,534 119,534
Accrued income 3,064,414 3,064,414 2,081,703 2,081,703
Short-term loans 32,976,000 32,976,000 94,977,000 94,977,000
Long-term loans 56,004,680 56,004,680 55,012,440 55,012,440

Total W 532,643,386 W 532,643,386 W 505,786,176 W 505,786,176
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2) Financial Liabilities

2014 2013
Categories Account Book value Fair value Book value Fair value

Derivative financial assets Other financial assetsW 429,313 W 429,313 W - W -
Financial liabilities at amortized costAccounts payable 2,714,192 2,714,192 2,477,158 2,477,158
Dividends payable 65,514 65,514 54,441 54,441
Accrued expenses 1,837,735 1,837,735 2,131,410 2,131,410
Rental deposits 8,893,926 8,893,926 8,799,357 8,799,357
Total W 13,940,680 W 13,940,680 W 13,462,366 W 13,462,366

(4) Financial risk management
1) Purpose of financial risk management

The Company is exposed to various risks relatet$ financial instruments, such as market risk fgnoey risk,
interest rate risk, price risk), credit risk angliidity risk. The finance department of the Comparangages
operations, organizes the approach to financiaketand controls the financial risks related toratiens of the
Company through internal risk reports that anatymescope and degree of each risk factor.

The Company uses derivative financial instrumemtsadge against the risks listed. The use of dévies is
decided in the observance of the Company’s pohpgsoved by the board of directors. It provides th
documented principles of currency risk, intereg résk, credit risk, use of derivatives/non-detivas and
excessive liquidity investments. The audit comreittenstantly oversees the observance of the pokgid the
degree of risk exposure. The Company does nag titaelfinancial instruments, including derivativies,
speculative purpose.

The finance department of the Company reports ¢haild quarterly to Foreign Exchange Risk Manageémen
Committee, monitoring whether the Company contirtoesomply with the risk management policies, amal t
current risk management system works appropridtelthe risks that the Company is exposed to.

2) Market risk

Operations of the Company are mainly exposed &mfifal risk of changes in currency and intere&t.rafThe
Company makes various contracts of derivativesrfanagement of interest risk and foreign exchantge ra

a) Foreign currency risk management

The Company undertakes transactions denominatidaign currencies; consequently, exposures toangh
rate fluctuations arise. Exchange rate exposugemanaged within approved policy parameters iz
forward foreign exchange contracts.

The carrying amounts of monetary assets and lisgsildenominated in foreign currencies other tien t
functional currency as of December 31, 2014 and2afe as follows (Korean won in thousands):

2014 2013
Assets Liabilities Assets Liabilities
UsD W 33,577,753 W 142,127 W 95,504,337 W -
CNY 56,731,885 - 56,252,986 -
EUR - 20,973 - -
JPY 9,503 - -

AUD 7,409 8,519 - -
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The Company’s sensitivity to a 10% increase andedse in the KRW (functional currency of the Compan
against the major foreign currencies as of Decer@heP014, is presented in the table below (Korean in
thousands). The sensitivity rate used in repoffiimgign currency risk internally to key managemgeitsonnel
is 10% and it represents management’s assessmina fasonably possible change in foreign excheatgs.
The sensitivity analysis includes only outstandimigign currency-denominated monetary items andsaslj
their translation at the period-end for a 10% cleaingforeign currency rates. Also, it covers intmpany
loans to foreign operations denominated in cureshother than those of creditors and debtors dsagébans to
external parties. A positive number below indisae increase in profit and other equity wherekiR&V
weakens 10% against the relevant currency. F@%& dtrengthening of the KRW against the relevantericy,
there would be an equal and opposite impact oprbiit and other equity (Korean won in thousands):

2014 2013
Profit or loss Equity Profit or loss Equity
UsD W 3,343,563 W - W 9,550,434 W -
CNY 5,673,189 - 5,625,299 -
EUR (2,097) - - -
JPY 950 - - -
AUD (111) - - -

Details of unpaid currency forward contracts fa ylears ended December 31, 2014 and 2013, ardagsdall
currencies in thousands):

December 31, 2014

Contract date Expiry date Contract sum Contract rate Strike amount

Fair value

Gain (loss) on

valuation

Deutsche Bank AG  2014/3/3 2015/3/3 USD 10,000 1,088.10 W 10,881,000 W 11,023,438 W (142,438)
2013/5/27  2016/5/24 CNY 136,000 176.82 22,027,128 23,007,959 (980,831)
2013/5/28  2016/5/27 CNY 180,000 176.63 29,147,170 30,442,363  (1,295,193)
Standard Chartered 2014/3/3 2015/3/3 USD 20,000 1,088.00 21,760,000 22,046,875 (286,875)

Total

W 83,815,298 W 86,520,635 W (2,705,337)

December 31, 2013

Gain (loss) on

Contract date Expiry date Contract sum Contract rate Strike amount Fair value valuation
Deutsche Bank AG  2013/3/11 2014/3/11 USD 10,000 1,116.70 W 11,167,000 W 10,598,871 W 568,129
2013/9/27 2014/9/29 USD 30,000 1,095.50 32,865,000 32,061,310 803,690
2013/5/27 2016/5/26 CNY 136,000 176.82 24,047,656 22,027,128 2,020,528
2013/5/28 2016/5/29 CNY 180,000 176.63 31,793,040 29,147,170 2,645,870
Standard Chartered 2013/3/11 2014/3/11 USD 20,000 1,117.00 22,340,000 21,197,742 1,142,258
Woori Bank 2013/8/20 2014/8/19 USD 30,000 1,136.70 34,101,000 32,018,324 2,082,676

Total

b) Interest rate risk

The Company is exposed to interest rate risk sirtoerrows funds with fixed and variable interestas. The
Company maintains a balance between borrowingswaitiable interest rate and fixed interest rateanmits

W 156,313,696 W 147,050,545W 9,263,151

interest swap contract to manage interest rate Riglk aversion activity is evaluated regularlye¢goncile
changes in interest rate with defined risk propgrsi that the optimized risk aversion strategy fban

implemented.

c) Other price risks

The Company is exposed to equity price risks agifiom its equity investments. Equity investmentslaeld for

strategic, rather than trading, purposes.

The Goyploes not actively trade these investments.
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When all other variables are constant and the pfigguity instrument and trading securities charmye5%, the
effect on comprehensive income as of December @14 and 2013, will be as follows (before tax efféatrean
won in thousands):

2014 2013

Equity instruments held for trading W - W 174,363
AFS equity instruments 16,930 21,203

The price sensitivity of the Company indicated igm#icant change for the years ended Decembe314 and
2013.

3) Credit risk management

Credit risk refers to risk of financial losses e tCompany when the counterparty defaults on thgailons of
the contracts. The Company has adopted a polioplgfdealing with creditworthy counterparties and
obtaining sufficient collateral, where appropriae,a means of mitigating the risk of financiaklé®m defaults.
The Company only deals with the customers rateddrithan investment grade by the independent aratitiig
agencies. If those grades are not available, cies&iraredit is evaluated on their other financidbrmation,
sales figures and other factors posted publiclyne Tompany regularly monitors customers’ credings,
checks the credit risk exposure and readjusts dtsprosggregate amount of transactions. The agdeetsks
are allocated to total portfolio of approved custosrfor diversification effect, which are reviewaad approved
annually by Foreign Exchange Risk Management Cotamit

Trade receivables can be categorized into variegi®ns and industries in quantity. Credit ratinfgade
receivables are evaluated constantly and crediagtee contracts are made, if necessary. The maxim
exposure of financial guarantee contracts is tigekt amount which the Company should pay at veordtis as
follows (Korean won in thousands):

2014
Financial guarantee contracts W 508,583,507

Of the financial assets exposed to credit riskeofimancial assets excluded from financial guaramontracts
are not stated above because their book valuessemrthe maximum exposure to credit risk betin #my
other.

4) Liquidity risk management

The Company has established an appropriate liguidik management framework for the managemensof i
short-, medium- and long-term funding and liquiditanagement requirements. The board of direcessh
full responsibility of the liquidity risk managenten The Company manages liquidity risk by maintagni
adequate reserves and credit facilities, by contisly monitoring forecast and actual cash flowsl, lay
matching the maturity profiles of financial assatsl liabilities. To decrease the liquidity risketdetails of
credit facilities agreements are explained in Ngste

a) Details of liquidity and interest rate risk

The table below illustrates remaining contractuaturity of non-derivative financial liabilities idetail.
Contractual maturity is based on the earliest dagmthe payment can be claimed to the Company. casie
flows in the table indicate that the principal angtrest are not discounted and the interest dasls fof floating
interest rate are derived from the yield curvehaténd of the reporting period.



- 46 -

Maturity analysis of non-derivative financial liibes according to their remaining maturity adaxdcember 31,
2014 and 2013, is as follows (Korean won in thodsgn

2014
Within a year 1-5 years After 5 years Total
Interest-free:
Accounts payable W 2,714,192 W - W - W 2,714,192
Accrued expenses 1,837,735 - - 1,837,735
Dividends payable 65,514 - - 65,514
Rental deposits - 8,893,926 - 8,893,926
Total W 4,617,441 W 8,893,926 W - W 13,511,367
2013
Within a year 1-5 years After 5 years Total
Interest-free:
Accounts payable W 2,477,158 W - W - W 2,477,158
Accrued expenses 2,131,410 - - 2,131,410
Dividends payable 54,441 - - 54,441
Rental deposits - 8,799,357 - 8,799,357
Total W 4,663,009 W 8,799,357 W - W 13,462,366

The second table illustrates remaining contraaneglurity of non-derivative financial assets in defehe cash
flows in the table indicate the principal and ietrnot discounted, and the interest cash floviafing interest
rate are derived from the yield curve at the enthefreporting period. To understand the liquiditgnagement
of the Company, the details of non-derivative ficiahassets are stated because the liquidity istorea and
managed in terms of net assets (liabilities).

Maturity analysis of non-derivative financial assatcording to their remaining maturity as of Deben81,
2014 and 2013, is as follows (Korean won in thodsgn

2014
Within a year 1-5 years After 5 years Total
Interest-free:
Trade receivables W 25,494,709 W - W - W 25,494,709
Accounts receivable 180,681 - - 180,681
Accrued income 3,064,414 - - 3,064,414
Fixed-rate financial instrument:
Cash and cash equivalents 211,798,689 - - 211,798,689
Short-term financial assets 180,000,000 - - 180,000,000
Loans 32,976,000 56,004,680 - 88,980,680
Financial assets AFS 558,676 2,004,763 18,170,400 20,733,839
Total W 454,073,169W 58,009,443 W 18,170,400 W 530,253,012
2013
Within a year 1-5 years After 5 years Total
Interest-free:
Trade receivables W 23,728,846 W - W - W 23,728,846
Accounts receivable 119,534 - - 119,534
Accrued income 2,081,703 - - 2,081,703
Fixed-rate financial instrument:
Cash and cash equivalents 70,876,555 - - 70,876,555
Short-term financial assets 226,000,000 - - 226,000,000
Financial assets at FVTPL 3,487,265 - - 3,487,265
Loans 94,977,000 55,012,440 - 149,989,440
Financial assets AFS 2,665,087 - 17,574,595 20,239,682

Total W 423,935,990 W 55,012,440 W 17,574,595 W 496,523,025
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The realized amount of floating interest rate ustent (non-derivative financial assets and liabgit can be
different from the amount stated in the tablefé floating interest rate change is off the tratkstimation.

As of the end of reporting period, the unused badaof outstanding credit facilities agreement¥s4,950,011
thousand in 2014

(W14,945,683 thousand in 2013). The Company antiesptitat operating cash flows and maturity amount of
financial assets would be enough for the repayment.

The table indicates the analysis of non-deliveralelévative instruments on each maturity date basethe
remaining period. The amount of the derivativerumments is based on undiscounted net cash inféowls
outflows considering the terms of each contractrééo won in thousands):

Within a month  1-3 months  3-12 months After 1 year Total

Net settlement:
Currency forward contracts W - W (429,313) W - W 2,390,374 W 1,961,061

b) Financing arrangements

Details of the Company’s financing arrangementsfa3ecember 31, 2014 and 2013, are as follows (&wore
won in thousands):

Description December 31, 2014 December 31, 2013
Purchase card agreements Used W 49,989 W 54,317
Unused 9,950,011 9,945,683
Subtotal 10,000,000 10,000,000
Bank overdraft agreements Used - -
Unused 5,000,000 5,000,000
Subtotal 5,000,000 5,000,000
Foreign exchange forward contract$Jsed 88,980,680 149,989,440
Unused - -
Subtotal 88,980,680 149,989,440
TOTAL Used 89,030,669 150,043,757
Unused 14,950,011 14,945,683
Subtotal W 103,980,680 W 164,989,440

(5) Fair value of financial instruments

The fair values of financial instruments (i.e. gittial assets held for trading and financial as&E) traded on
active markets are determined with reference tdegumarket prices. The Company uses the closiicg ps
the quoted market price for its financial assets.

The fair values of financial instruments not tradedan active market (i.e., over-the-counter déinresa) are
determined using a valuation technique. The Compags various valuation techniques using assungptio
based on current market conditions. The fair v@hfdong-term liabilities and financial liabiliseavailable for
settlement are determined using prices from obsévaurrent market transactions and dealer quotesirhilar
instruments. When such prices are not availablis@unted cash flow analysis or other valuatiahméque is
performed to measure their fair values.

The fair values of trade receivable and trade plagadre approximated as their carrying value,ileggirment
loss. The Company estimates the fair values ohfiiad liabilities as the present value of futuretractual cash
flows that are discounted based on current maekesrapplied to similar financial instruments.
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Financial instruments that are measured subsetmémitial recognition at fair value are classifigdo Levels 1
to 3, based on the degree to which the fair vawbservable, as described below:

* Level 1: Fair value measurements are those defieed quoted prices (unadjusted) in active markets f
identical assets or liabilities.

* Level 2: Fair value measurements are those defreed inputs other than quoted prices included waithi
Level 1 that are observable for the asset or ltgb#ither directly (i.e., as prices) or indirgcl.e., derived
from prices).

* Level 3: Fair value measurements are those defireed valuation techniques that include inputs for t
asset or liability that are not based on observaiglegket data (unobservable inputs).

Financial instruments that are measured subsedtuémitial recognition at fair value as of DecemiBdr, 2014
and 2013, are as follows (Korean won in thousands):

2014
Level 1 Level 2 Level 3 Total
Financial assets AFS:
Marketable equity instruments W 338,596 W - W - W 338,596
Nonmarketable debt instruments - 20,175,163 - 20,175,163
Derivative instruments:
Foreign exchange forward assets 2,390,374 - 2,390,374
Foreign exchange forward liabilities (429,313) - (429,313)
Total W 338,596 W 22,136,224 W - W 22,474,820
2013
Level 1 Level 2 Level 3 Total
Dealing securities: W 3,487,265 W - W - W 3,487,265
Financial assets AFS:
Marketable equity instruments 424,056 - - 424,056
Nonmarketable debt instruments - 17,574,595 2,000,000 19,574,595
Derivative instruments:
Foreign exchange forward assets - 9,263,151 - 9,263,151
Total W 3,911,321 W 26,837,746 W 2,000,000 W 32,749,067

There was no replacement between Level 1 and [2fa@lthe reporting and comparative period.

Changes in Level 3 financial assets for the yeadee December 31, 2014 and 2013, are as followss@h
won in thousands):

2014
Beginning
balance Net income Disposals Ending balance
Financial assets AFS:
Nonmarketable debt instruments W 2,000,000 W - W (2,000,000) W -
2013
Beginning
balance Net income Disposals Ending balance
Financial assets AFS:
Nonmarketable debt instruments W 2,000,000 W - W - W 2,000,000

Nonmarketable equity instruments that recognizéérotomprehensive income have been listed on theako
Exchange during the reporting period. Gain (lassyaluation of these instruments is classifiedaia (loss)
on valuation of AFS securities.



- 49 -

31. COMMITMENTS AND CONTINGENCIES:

(1) Details of insurance products

As of December 31, 2014, details of insurance pledito the Company are as follows (Korean won in
thousands):

Product Property insured Sum insured Beneficiary
Property All Risks (*1) Buildings W 70,569,860 The Company
Movable All Risks (*2) Other investments (paintings) 1,676,66%e Company

Total W 72,246,529

(*1) The product covers any loss or damage torkared property by fire, lightning, flood, stornaraquake,
burglary, etc., of contingency.

(*2) The product covers any loss or damage duadakuown or failure of the machinery and equipniesitired.

In addition, vehicles are insured against a gerardlliability insurance policy.

(2) Outstanding credit facilities agreement

Details of outstanding credit facilities agreemefithe Company as of December 31, 2014 and 20&3sar
follows (all currencies in thousands):

Description Financial institutions Currencies 2014 2013
Purchase card agreements Shinhan Bank and others KRW 10,000,000 10,000,000
Bank overdraft agreements Woori Bank KRW 5,000,000 5,000,000
Agreements to forward exchange contracts Standard Chartered usD 30,000 90,000
Bank Korea and others CNY 316,000 316,000
Total KRW 15,000,000 15,000,000
usD 30,000 90,000
CNY 316,000 316,000

(3) Purchase agreement

As of December 31, 2014, the Company has a long-tentract with EmFrontier Inc., one of its afftka
companies, for maintenance service of the Companfosmation system.



Independent Accountants’ Review Report
on Internal Accounting Control System (“IACS”)

English Translation of a Report Originally Issuadciorean

To the Representative Director of
Hankook Tire Worldwide Co., Ltd.:

We have reviewed the accompanying Report on thealglament’s Assessment of IACS (the “Management’s
Report”) of Hankook Tire Worldwide Co. Ltd. (the 6@ pany”) as of December 31, 2014. The Management’'s
Report and the design and operation of IACS aregbponsibility of the Company’s management. Our
responsibility is to review the Management’s Repard issue a review report based on our proceduiBse
Company’s management stated in the accompanyin@d#anent’s Report that “based on the assessmems of t
IACS as of December 31, 2014, the Company’s IACSHeen appropriately designed and is operating
effectively as of December 31, 2014, in all maleéapects, in accordance with the IACS Framework
established by the Korea Listed Companies Associdti

We conducted our review in accordance with the IAR&Siew Standards established by the Korean It
Certified Public Accountants. Those standardsireghat we plan and perform a review of the Mamagpet's
Report, the objective of which is to obtain a lowerel of assurance than an audit, in all mateegpects. A
review includes obtaining an understanding of agamy’s IACS and making inquiries regarding the
Management’s Report and, when deemed necessafyrmirg a limited inspection of underlying document
and other limited procedures.

The Company’s IACS represents internal accountolgies and a system to manage and operate suitdigsol
to provide reasonable assurance regarding théiléljeof financial statements prepared, in accoawith
Korean International Financial Reporting Standafoisthe purpose of preparing and disclosing rédiab
accounting information. Because of its inheremititions, IACS may not prevent or detect a makeria
misstatement of the financial statements. Alsojgations of any evaluation of effectiveness of B\@ future
periods are subject to the risk that controls megolne inadequate because of changes in conditintizat the
degree of compliance with the policies or procedunay deteriorate.

Based on our review, nothing has come to our attemhat causes us to believe that the ManagemBeg®rt
referred to above is not fairly stated, in all mialerespects, in accordance with the IACS Framé&vestablished
by the Korea Listed Companies Association.

Our review is based on the Company’s IACS as ofdder 31, 2014, and we did not review its IACS

subsequent to December 31, 2014. This reportéas prepared pursuant to the Acts on External Aadit
Stock Companies in the Republic of Korea and mayaappropriate for other purposes or for othersus

Deloine A’dj"‘ LLC

March 19, 2015



Report on the Assessment of
Interoal Accounting Control System (“IACS™)

English Translation of a Report Originally Issued in Korean

To the Board of Directors and Audit Commitee of
Hankook Tire Worldwide Co., Lid.

I, as the Internal Accounting Control Officer (“IACO™) of Hankook Tire Worldwide Cao., Lid.
(“the Company™), assessed the status of the design and operation of the Company’s IACS for the
year ended December 31,2014

The Company’s management including IACO is responsible for designing and
operating IACS. 1, as the IACO, assessed whether the [ACS has been appropriately
designed and is effectively operating to prevent and detect any error or fraud which may
cause any misstatement of the financial statements, for the purpose of preparing and
disclosing reliable financial statements. 1, as the IACO, applied the IACS Framework
established by the Korea Listed Companies Association for the assessment of design
and operation of the LTACS.

Based on the assessment of the IACS, the Company's IACS has been appropriately
designed and is operating effectively as of December 31, 2014, in all material respects,
in accordance with the TACS Framework.

March 2, 2015

Yok G-

Park, Jong Ho
Internal Accounting Control Officer

[h

Cho, Hyun Sik
Chief Executive Officer



