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SAMSUNG ENGINEERING CO., LTD. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2016, AND DECEMBER 31, 2015

December 31,

December 31,

December 31,

December 31,

Notes 2016 2015 2016 2015
ASSETS (In thousands Korean Wpn (In thousands U.S. dollgrs
CURRENT ASSETS:
Cash and cash equivalents 5 A 882,178,525A 695,733,686% 729,978 $ 575,700
Shortterm financial instruments 4,5 75,622,153 113,629,476 62,575 94,025
Financial assets held for trading 2,59 22,818,283 - 18,881 -
Trade receivables 5,7,8,22,32 942,085,420 736,242,798 779,549 609,220
Due from customers for contract wo 5,8,20,26,3: 1,301,015,98¢ 1,519,621,931 1,076,554 1,257,445
Other receivables 5,8 116,713,458 118,405,880 96,577 97,978
Current portions of heltb-
maturity securities 2,511 91,610 4,189,970 76 3,467
Derivative financial instruments 5,6,21,22 16,079,744 2,639,430 13,306 2,184
Firm commitment assets 22 20,088,238 53,734,327 16,622 44,464
Advanced payments 8 205,544,329 360,971,098 170,082 298,694
Prepaidexpenses 48,018,361 97,258,211 39,735 80,478
Prepaidconstruction experes 7,480,628 24,062,866 6,190 19,911
Shortterm loan receivable 5,8,32 9,885,363 12,180,790 8,180 10,079
Other current assets 5,12,32 7,852,909 31,652,335 6,498 26,191
Income tax refundecevables 2,693,302 4,689,296 2,229 3,880
Total current assets 3,658,168,30S_ 3,775,012,094 3,027,032 3,123,716
NON-CURRENT ASSETS:
Available-for-sale financial assets 2,5,6,10 36,300,093 45,737,699 30,037 37,847
Held-to-maturity financial assets 2,511 441,355 465,830 365 385
Derivative financial instruments 5,6,21,22 123,667 7,294,092 102 6,036
Firm commitment assets 22 9,767 15,309 8 13
Investments in associates and
joint venture 13 30,885,361 23,027,778 25,557 19,055
Property, plant and equipment 15,22 656,813,251 686,541,360 543,495 568,094
Intangible assets 16 95,718,996 50,260,625 79,205 41,589
Longterm deposits 4,5,22,26 240,555,430 261,526,163 199,053 216,406
Long-term prepadd expenses 757,699 3,744,127 627 3,098
Other norcurrent assets 458,12 19,313,762 107,134,225 15,982 88,651
Deferred income tax assets 30 781,035,850 669,999,217 646,285 554,406
Total nonrcurrent assets 1,861,955,231 1,855,746,425 1,540,716 1,535,580
TOTAL ASSETS A 5,520,123,54CA 5,630,758,519$ 4,567,748 $ 4,659,296

(Continued)




SAMSUNG ENGINEERING CO., LTD. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2016, AND DECEMBER 31, 2015(CONTINUED)

LIABILITIES
CURRENT LIABILITIES:

Notes

December 31,
2016

December 31,
2015

December 31,
2016

December 31,
2015

(In thousands Korean Wpn

(In thousands U.S. dollgrs

Trade payables and other payables 5,17,21 A 1,179,332,711A 1,462,971,661$ 975,865 $ 1,210,568
Borrowings and other financial
liabilities 5,18,21,22 720,770,652 1,514,078,101 596,418 1,252,857
Current mature of longterm
borrowings 5,18,21,22 730,836,250 451,225,000 604,747 373,376
Due to customers for contract work 20,26 1,402,315,752 1,170,682,015 1,160,377 968,707
Derivative financial instruments 5,6,21,22 16,283,897 24,297,391 13,474 20,105
Firm commitment liabilities 22 8,267,562 24,566,940 6,841 20,328
Deposits 62,426,556 52,505,938 51,656 43,447
Accrued expenses 5,20,21 52,915,130 54,413,115 43,786 45,025
Current income tax liabilities 37,208,854 14,806,327 30,789 12,252
Other current liabilities 20,21,26 103,558,191 14,209,381 85,692 11,758
Total current liabilities 4,313,915,555  4,783,755,869 3,569,645 3,958,423
NON-CURRENT LIABILITIES:
Debentures 18,21 - 10,000 - 8
Longterm borrowings 18,21,22 - 856,748,750 - 708,937
Derivative financial instruments 5,6,21,22 9,625,244 3,984,060 7,965 3,297
Net defined benefit liabilities 3,19 52,404,036 76,036,007 43,363 62,918
Provision for other liabilites 20,22 5,114,264 5,165,164 4,232 4,274
Deferred income tax liabilities 30 14,342,337 14,923,186 11,868 12,349
Other nonrcurrent liabilities 5,21 128,518,573 203,070,476 106,345 168,035
Total noncurrent liabilities 210,004,454 1,159,937,643 173,773 959,818
TOTAL LIABILITIES 21 4,523,920,009 _ 5,943,693,512 3,743,418 4,918,241
EQUITY
Capital stock 23,32 980,000,000 200,000,000 810,923 165,494
Capital surplus 23,32 473,753,257 56,624,298 392,018 46,855
Accumulated deficit 24 (197,770,928 (291,937,554 (163,650) (241,570)
Other reserves 5,19,22,2¢ (245,044,866 (279,175,862 (202,768) (231,010)
Noncontrolling interest (14,733,932 1,554,125 (12,193 1,286
TOTAL EQUITY 996,203,531 (312,934,993 824,330 (258,945
TOTAL LIABILITIES AND EQUITY A 5520,123,540 A 5,630,758,519% 4,567,748 $ 4,659,296

(Corcluded

See notes



SAMSUNG ENGINEERING CO., LTD. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OANCOME

AS OF DECEMBER 31, 2016, AND DECEMBER 31, 2015

December 31,
Notes 2016

December 31,

2015

December 31,
2016

December 31,

2015

(In thousands Korean Won)

(In thousands U.S. dollars)

Revenue 2,3,26,32,3:A  7,009,433,382A 6,441,250,861$ 5,800,110 $ 5,329,955
Cost of sales 27,32 6,527,491,653_ 7,530,302,891 5,401,317 6,231,115
Gross profit(loss) 481,941,729 (1,089,052,030 398,793 (901,160)
Administrative expenses 27,28 411,886,034 365,282,462 340,824 302,261
Operating profit(loss) 34 70,055,695 (1,454,334,49p 57,969 (1,203,42)
Other income 5,22,29 450,536,955 272,686,854 372,808 225,640
Other losses 5,7,22,29 463,765,818 248,181,450 383,753 205,363
Share of profit of associates 13 4,780,207 3,908,115 3,955 3,234
Finance income 5
Interest income 16,200,429 10,836,156 13,405 8,967
Gain on foreign currenclyansaction: 47,746,894 32,775,371 39,509 27,121
Gain on foreign currency translatio 6,827,711 11,350,543 5,650 9,392
70,775,034 54,962,070 58,564 45,480
Finance costs 5
Interest expenses 26,969,891 30,311,984 22,317 25,082
Loss on foreign currency transactic 32,298,516 31,612,928 26,726 26,159
Loss on foreign currendyanslation 16,738,646 17,210,392 13,851 14,241
76,007,053 79,135,304 62,894 65,482
Profit(loss) before income tax 56,375,020 (1,450,094,207 46,649 (1,199,912
Income tax expenses(benefit) 30 46,949,944 (145,745,513 38,850 (120,600
9,425,076 _ (1,304,348,69% 7,799 (1,079,312
Profit(loss) for the year Profit
attributable to :
Owners of the parent 25,759,425 (1,305,280,697 21,315 (1,080,083)
Non-controlling interests (16,334,349 932,003 (13,516) 771
Earnings(loss) per share 31
Basic earningloss) per share A 150 A (35,300 $ - (29

See notes



SAMSUNG ENGINEERING CO., LTD. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OFCOMPREHENSIVE INCOME

AS OF DECEMBER 31, 2016, AND DECEMBER 31, 2015

December 31,

2016

December 31,

2015

December 31,
2016

December 31,
2015

Profit(loss) for the year A

(In thousands Korean Wpn

Other comprehensive income
Comprehensive incomevhich is not be
reclassified subsequently to profit or loss:

Actuarial loss on retirement benefit obligatic
Gain on revaluation
Income tax of other comprehensive income
Comprehensive income which is
reclassified subsequently to profit or loss:

Valuation of currency forwards

Change in value of availabfer-sale
financialassets

Share of other comprehensive income of
associates

Foreign currency translation

Income tax of other comprehensive income

Other comprehensive income (loss) for the yea
net of tax

Total comprehensive income for the year

(In thousands U.S. dollars

Attributable to :
Equity holders of the parent company
Noncontrolling Interest

9.425,076 A (1,304,348,691 $ 7,799 $ (1,079,312
5,721,214 1,673,678 4,734 1,385
- 103,391,391 - 85,553
(1,384,534 (25,425,747 (1,146) (21,039)
4,260,796 (9,655,344 3,526 (7,990)
(3,441,194 53,240 (2,847) 45
3,077,377 3,288,707 2,546 2,721
(53,835,415 (37,602,076 (44,547, (31,115)
(198,344, 2,345,766 (164) 1,941
(45,800,100 38,069,615 (37,898 31,501
(36,375,024 (1,266,279,07F (30,099 (1,047,81)
(120,063,009  (1,267,186,58€ (16,601 (1,048,563
(16,312,017 907,507 (13,498) 751

See notes



SAMSUNG ENGINEERING CO., LTD. AND ITS SUBSIDIARIES

CONSOLIDATEDSTATEMENTS OF CHANGES IN SHAREHOLDEREQUITY

FOR THEYEARS ENDEDDECEMBER 31 2016 AND 2015

Attributable to

Other owners Non
Retained Components  of the Parent  -controlling Total
Capital stock Capital Surplus Earnings of Equity Company Interest Equity

Balance at of January 1, 2016 A

(In thousands Korean Won)

Comprehensive income
Profit for the year
Change in value of availabfer-sale financial asse
Gain (Loss) on valuation of Derivative
Share of other comprehensimeome of associates
Gain on translation of foreign operations
Actuarial loss on retirement benefit obligation

Total comprehensive income for the year

Transactions with equity holders of the Company :
Disposal of treasury stock
Share options scheme
Increased paith capital of controlling company
Increased paith capital of subsidiary company
Deficit preservation

Total transactions with equity holders of
the Company, recognized directly in equity

Balance abf December 31, 2016 A

200,000,00(A  56,624,29¢A (291,937,55%A (279,175,86PA (314,489,118A 1,554,125 A (312,934,993
- - 25,759,42¢ - 25,759,425 (16,334,349 9,425,076
- - - (2,608,426 (2,608,426 - (2,608,426
- - - 3,229,68° 3,229,683 - 3,229,683
- - - 3,077,377 3,077,377 - 3,077,377
- - - (53,857,746 (53,857,746 22,332 (53,835,414
- - - 4,336,68( 4,336,680 - 4,336,680
- - 25,759,42¢ (45,822,432 (20,063,007 (16,312,017 (36,375,023
- - - 91,760,291 91,760,291 - 91,760,291
780,000,00( 473,753,25; - - 1,253,753,257 - 1,253,753,257
- - - (23,961 (23,961 23,961 -
- (56,624,298 68,407,20( (11,782,902 - - -
780,000,00( 417,128,95¢ 68,407,20( 79,953.42¢  1,345.489,587 23,961 1,345,513,54¢
980,000,00(A  473,753,25'A (197,770,929A (245,044,865A 1,010,937,46:A (14,733,931 A 996,203,531

(Continued)




SAMSUNG ENGINEERING CO., LTD. AND ITS SUBSIDIARIES

CONSOLIDATEDSTATEMENTS OF CHANGES INSHAREHOLDERSEQUITY(CONTINUED)

FOR THEYEARS ENDEDDECEMBER 31 2016 AND 2015

Attributable to

Other owners Non
Retained Components  of the Parent  -controlling Total
Capital stock _Capital Surplus Earnings of Equity Company Interest Equity
(In thousands Korean Won)
Balance at of January 1, 2015 A 200,000,00(A  56,624,29¢A 1,013,34427(A (317,271,099A 952,697,46¢A 646,617A  953,344,08¢
Comprehensive income
Profit for the year - - (1,305,280,697 - (1,305,280,697 932,003 (1,304,348,694
Gain on revaluation - - - 78,370,67¢ 78,370,67¢ - 78,370,67¢
Change in value of availabfer-sale financial asse - - - 40,356 40,356 - 40,356
Gain (Loss) on valuation of Derivative - - - (7,296,693 (7,296,693 ) (7,296,694
Share of other comprehensive income of associz - - - 3,288,707 3,288,707 - 3,288,707
Gain on translation of foreign operations - - - (37,577,581 (37,577,581 (24,494) (37,602,075
Actuarial loss orretirement benefit obligation - - - 1,268,647 1,268,647 - 1,268,647
Total comprehensive income for the year - - (1,305,280,69y 38,094,111 (1,267,186.,58F 907,508_ (1,266,279,07F
Transactions with equity holders of tGempany :
Disposition of subsidiary companies - - - (@))] ) - 1)
Absorption of loss on disposal tEasury stock - - (1,129 1,127 - - -
Total transactions with equity holders of
the Company, recognized directly in equity - - (1,129 1,126 (1) - (1)
Balance at of December 31, 2015 A 200,000,00A  56,624,29¢(A (291,937,55%A (279,175,862 A (314,489,118A 1,554,125A (312,934,993

(Continued)




SAMSUNG ENGINEERING CO., LTD. AND ITS SUBSIDIARIES

CONSOLIDATEDSTATEMENTS OF CHANGES IN SHAREHOLDEREQUITY(CONTINUED)

FOR THEYEARS ENDEDDECEMBER 31 2016 AND 2015

Attributable to

Other owners Non
Retained Components  of the Parent  -controlling Total
Capital stock _Capital Surplus Earnings of Equity Company Interest Equity
(In thousands U.S. dollgrs
Balance at of January 1, 2016 $ 165,494% 46,855% (241,570 % (231,010 % (260,231 $ 1,286% (258,945
Comprehensive income
Profit for the year - - 21,315 - 21,315 (13,516 7,799
Change in value of availabfer-sale financial asse - - - (2,158) (2,158) - (2,158)
Gain (Loss) on valuation of Derivative - - - 2,672 2,672 - 2,672
Share of other comprehensive income of associg - - - 2,546 2,546 - 2,546
Gain on translation of foreign operations - - - (44,566, (44,566 18 (44,548,
Actuarial loss on retirement benefit obligation - - - 3,588 3,588 - 3,588
Total comprehensive income for the year - - 21,315 (37,919 (16,603 (13,499 (30,109
Transactions with equity holders of the Company :
Disposal of treasury stock - - - 75,929 75,929 - 75,929
Share options scheme - - - - - - -
Increased paith capital of controlling company 645,428 392,018 - - 1,037,44¢ - 1,037,446
Increased paiéh capital of subsidiary company - - - (20) (20) 20 -
Deficit preservation - (46,859 56,605 (9,750 - - -
Total transactions with equity holders of
the Companytecognized directly in equity 645,42¢ 345,163 56,605 66,159 1,113,35¢ 20 1,113,375
Balance abf December 31, 2016 $ 810,922% 392,018% (163,650 $ (202,769 $ 836,521% (12,192 $ 824,329

(Continued)




SAMSUNG ENGINEERING CO., LTD. AND ITSUBSIDIARIES

CONSOLIDATEDSTATEMENTS OF CHANGES IN SHAREHOLDER&EQUITY (CONTINUED)

FOR THEYEARS ENDEDDECEMBER 31 2016 AND 2015

Attributable to
Other owners Non
Retained Components  of theParent  -controlling Total
Capital stock _Capital Surplus Earnings of Equity Company Interest Equity
(In thousands U.S. dollars)
Balance at of January 1, 2015 $ 165,494% 46,85t $ 838,514 $ (262,533 $ 788,330 $ 535 $ 788,865
Comprehensive income
Profit for the year - - (1,080,083 - (1,080,083) 771 (1,079,312
Gain on revaluation - - - 64,850 64,850 - 64,850
Change in value of availabfer-sale financial asse - - - 33 33 - 33
Gain (Loss) on valuation of Derivative - - - (6,038) (6,038) - (6,038)
Share of other comprehensive income of associz - - - 2,721 2,721 - 2,721
Gain on translation of foreign operations - - - (31,094) (31,094) (20) (31,114)
Actuarial loss on retirement benefit obligation - - - 1,050 1,050 - 1,050
Total comprehensive income for the year - - (1,080,083 31,522 (1,048,56} 751 (1,047,810
Transactions with equity holders of the Company :
Disposition of subsidiary companies - - - - - - -
Absorption of loss odlisposal otreasury stock - - (2) 1 - - -
Total transactions with equity holders of
the Company, recognized directly in equity - - (1) 1 - - -
Balance at of December 31, 2015 $ 165,494% 46,855 % (241,570 $ (231,010 $ (260,233 $ 1,286 $ (258,945

(Corcluded

See notes



SAMSUNG ENGINEERING CO., LTD. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OFCASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

CASH FLOWS FROM OPERATING
ACTIVITIES(Note 33):
Cash generated from (used in) operations
Interest received
Interest paid
Dividends received
Income Tarspaid

Net cash generatedby operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from disposal of property, plant and
equipment
Proceeds fromdisposal of intangible assets
Net increase in financial assets
Proceeds from disposal of financial assets held

for trading
Proceeds of current portion of hefatmaturity
financial assets
Collection of shorterm loan receivables
Decrease in noourrent assets
Acquisitionof availablefor-sale financial assets
Acquisition of heldto-maturity financial assets
Acquisition of property, plant and equipment
Acquisition ofintangible assets
Increase in shotterm loan receivables
Increase in nowurrent assets
Net cash providedby investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net increase from short term borrowings
Repaymenbf current portion of longerm
borrowings
Repaymenbf long-term borrowings
Redemption of bonds
Increase in longerm borrowings
Issuance
Disposal of treasury stock

Net cash usedy financing activities

Effects of exchange rate changes on the balance o
cash andcash equivalents held in foreign

currencies

Netincrease (decrease) in cash and cash

Cash and cash equivalents , beginning of the
year

Cash and cash equivalents , end of the year

Korean won U.S Dollars
DecembeBl, DecembeBl, DecembeBl, DecembeBl,
2016 2015 2016 2015

(In thousands)

(In thousands)

294,896,42:  (667,627,477% 244,019% (552,443
14,402,413 9,317,942 11,918 7,710
(51,199,320 (44,037,843 (42,367) (36,440,
3,995,379 1,180,619 3,306 977
(74,171,399 (132,332,62) (61.375 (109,503
187,923,502 (833,499,38p 155,501 (689,698
5385260 38,763,635 4,456 32,076
905,275 2,789,400 749 2,308
38,007,322  62,881,40¢ 31,450 52,033
- 20,206,967 - 16,721
4,131,747 262,634 3,419 217
2,074,952 2,100,000 1,717 1,738
83,310,00C  50,594,18¢ 68,937 41,865
(765,500, (61,990) (633) (51)
(67,135 (90,974) (56) (75)
(24,146,243 (20,235,110 (19,980) (16,744
(14,479,863 (25,170,440 (11,982 (20,828,
- (1,850,000 - (1,531)
- (109,838,088 - (90,889
94,355,816 20,351,631 78,077 16,841
(796,844,448  133,817,21¢ (659,367 110,730
(530,122,188 - (438,661, -
(58,828,125 - (48,679 -
(10,000) - 8) -
- 938,562,18¢ - 776,634
1,253,753,257 - 1,037,446 -
30,179,89¢ - 24,973 -
(101,871,605_ 1,072,379.40¢ (84,299 887,364
6,037,125 48,459,062 4,996 40,098
186,444,83¢  307,690,71< 154,278 254,605
695,733,687 388,042,97¢ 575,700 321,095
882,178,525 695,733,687 729,978 575,700

See notes



SAMSUNG ENGINEERING CO., LTD. AND ITS SUBSIDIARIES

NOTES TOCONSOLIDATEDFINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

1. GENERAL INFORMATION :

These consolidated financisdatements consist of the financial statements of Samsung Engineering Co., Ltd.
(ASECLOor A Par e n)tas (Bepanepteompanty, and its 21 subsidiaries (collectively fidFoumm), and

four associates and joint ventures, and have been prepared ideamwith the Korean International Financial
Reporting Standard$i{-IFRS)) 1110,Consolidated financial statements

SECLwas established on January 20, 1970, under the Commercial Law of the Republic of Korea to engage in
the engineering services for plant and other constructidhe Company listed its shares on the Korea Stock
Exchange on December 24, 1996ts registereaffice is in SeoulKorea. As of December 31, 201@s

capital stock is 980,000,000 thousand, and the largest shareholder is Samsung SDI Co., Ltd., which has
11.69 % ownership.

As of December 31, 2016, its major shareholders are as follows:

Name ofShareholder Numberof Shares _ Ownership(%)
Samsung SDI Co., Ltd. 22,918,426 11.69
Samsung C&T 13,668,989 6.97
Samsung Fire & Marine Insurance Co., Ltd. 435,000 0.22

Consolidated subsidiaries

As of December 31, 2016, details on subsidiaairesstated below:
Number of Number of

shares ownec shares ownec Ownership Fiscal year
Name of Subsidiaries by SECL _ by subsidiarie: Total (*1) end Location
Samsung Saudi Arabia Co., Ltd. 673,800 200 674,000 100.00% December 31 Saudi Arabia
Samsung EPC Company Ltd. - 375,000 375,000 75.00% December 31 Saudi Arabia

Samsung Engineering Construction

(Shanghai) Co., Ltd. 100.00% December 31 China

Samsung Ingenieria Manzanillo S.A. de C 99,900 - 99,900 99.90% December 31 Mexico
Trinidad and

Samsung Engineering Trinidad Co., Ltd. - - - 100.00% December 31  Tobago
Samsung Egineering India Privatetd. 15,749,990 - 15,749,990 100.00% March 31 India
Samsung Engineering America Inc. 101,500,00C - 101,500,00C 100.00% December 31 USA
SEA Construction LLC - - - 100.00% December 31 USA
SEA Louisiana Construction Inc. - 10,000 10,000 100.00% December 31 USA
Grupo Samsung Ingenieria Mexico S.A.

de C.V. 19,999 - 19,999 99.99% December 31 Mexico
Samsund=ngineering Kazakhstan LLP - - - 100.00% December 31 Kazakhstan
Samsung Engineeririiylalaysia)SDN.BHD. 750,000 - 750,000 100.00% December 31 Malaysia

Samsung Ingenieria Mexico Construccion
Y Operacion S.A. De C.\(.formerly.
Samsung Ingenieriilinatitlan, S.A.

de C.V.)(*4) 49,950 - 49,950 99.90% December 31 Mexico
Samsung Engineering (Thailand) Co.,

Ltd.(*2) 63,437 - 63,437 49.99% December 31 Thailand
Samsung Ingenieria Energia S.A. de C.V. 9,999 - 9,999 99.99% December 31 Mexico
Muharraq Wastewater Services Company

W.L.L. 259 1 260 64.7%  December 31  Bahrain
Samsung Engineering Bolivia S.A 419,338 - 419,338 100.00%6 March 31 Bolivia
Samsung Engineering Vietnam Co., Ltd. - - - 100.00% December 31  Vietnam
Samsung IngenierBUBA S.A. De C.V. 9,999 - 9,999 99.99% December 31  Mexico
Samsung Engineering Construction Xi'

an Co., Ltd(*3) - - - 100.00% December 31 China

Samsung Engineering Hungary L{#3) - - - 100.00% December 31  Hungary



-2-

(*1) The interest ofhe subsidiaries is considered as the interest of the Group in these subsidiaries.

*2) The Group has been delegated by other sharehol der
(Thailand) Co., Ltd. o and i t sauthouthte inake dedisiorsto (appr o
appoint or dismiss directors and management. Although the Group has less than a majority ownership, the
directors determined that the Group has effective control, given the fact that it has abilities to appoint or
dismiss a rajority of the Board of Directors.

(*3) Samsung Engineering Construction Xi' an Co., Ltd. and Samsung Engineering Hungary Ltd. were
established during the year ended December 31, 2016.

(*4) Samsung Ingenieria Minatitlan, S.A. de C.V. was renamed Samsgegiénia Mexican Construccion
Operacion

Summarized statements of financial position of major subrgédias of December 31, 2016, as=follows:

Samsung Samsung
Engineering Samsung Engineering
Samsundsaudi Construction Engineering (Malaysia)

Arabia Co., Ltd. (Shanghai) Co., Ltc Vietnam Co., Ltd. SDN., BHD
(In thousands of Korean won)

Current assets 272,191,433 182,627,609 151,715,944 107,310,354
Non-current assets 38,469,746 1,866,330 158,854 1,571,632
Total assets 310,661,179 184,493,939 151,874,798 108,881,986
Current liabilities 863,065,422 94,867,696 66,375,062 84,434,761
Noncurrent liabilities 115,316,271 8,058,904 24,713,601 8,143,521
Total liabilities 978,381,693 102,926,600 91,088,663 92,578,282

Net assets (667,720,514 81,567,339 60,786,135 16,303,704

(*1) The summarized statements above display the adjustments of fair value and goodwill arising from business
combination and policy difference with the controlling companyiatrdgroup transactions have not been
eliminated.

The summarized statements of income of major subsidiaries fgedheended December 31, 20&6eas

follows:

Samsung Samsung

Engineering Samsung Engineering

Samsundsaudi Construction Engineering (Malaysia)

Arabia Co., Ltd.  (ShanghaiXo.,Ltd. _Viethnam Co., Ltd. SDN., BHD

(In thousands of Korean won)

Sales 392,967,063 281,316,018 325,956,948 78,860,682
Operating profit(loss) (57,793,544) 42,223,836 57,826,660 3,361,141
Profit(loss) for the year (139,447,894) 37,728,421 48,455,575 2,806,909
Other comprehensive income (los (22,218,497 (3,981,548 1,310,363 (3,094,94)
Total comprehensive income (161,666,391 33,746,873 49,765,938 (288,032

(*1) The summarized statements above display the adjustments of fair value and goodwill arising from business
combination and policy difference with the controlling company and intragroup transactions have not been
eliminated.
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A summary of statements of cafitws of major subsidiaries for the year ended December 31, 20aé
follows:

Samsung Samsung
Engineering Samsung Engineering
Samsung Saudi Construction Engineering (Malaysia)

Arabia Co., Ltd. (Shanghai) Coltd. _Vietham Co., Ltd. SDN., BHD
(In thousands of Korean won)

Cash flows from operating activities (50,322,915 37,035,674 36,055,802 42,453,662
Cash flows from investing activities (12,005,029 (6,684) - (16,606,881
Cash flows from financingctivities 10,056,475 (13,533,913 (33,638,985 77,358
Net increase (decrease) in cash and

equivalents (52,271,470 23,495,077 2,416,817 25,924,139
Beginning of the year 75,067,039 1,167,286 46,418,755 63,518,950
Changes in cash and casfuivalents

due to translating currency (8,764,457 (8,126,61) (10,558,29) (4,182,09%
End of the year 14,031,112 16,535,752 38,277,28 85,260,994

(*1) The summarized statements above display the adjustments of fair value and garéslagfifrom business
combination and policy difference with the controlling company and intragroup transactions have not been
eliminated.

2. SIGNIFICANT ACCOUNTING POLICIES :

(1) Basis of Consolidated Financial Statement Preparation
The Grouphasprepared the consolidated financial statements in accordance AFR 3.

The principal accounting policies are set out below. Except for the effect ahttr@dmentso K-IFRSs and new
interpretations set out below, the principal accounting poligsesl to prepare the consolidated financial

statements as of and for the year ended December 31, 2016, are consistent with the accounting policies used to
prepare the consolidated financial statements as of and for the year ended December 31, 2015.

The accapanying consolidated financial statements have been prepared on the historical cost basis, except for
certain norcurrent assets and financial instruments that are measured at fair values, as explained in the
accounting policies below. Historical cosbiased on the fair values of the consideration given.

1) Amendments to KFRSs and new interpretations that are mandatorily effective for the current year

In the current year, the Group has applied a number of amendment&REBK and new interpretatismssued

that are mandatorily effective accounting periods beginning on or after January 1, 2016.

Amendments to KFRS 1110° Consolidated Financial StatemengdK-IFRS 1112 Disclosure of interests

in other entitiesandK-IFRS 1028 Investment irassociates

The amendments clarify that in applying the equity method of accounting to an associate or a joint venture that is

an investment entity, an investor may retain the fair value measurements that the associate or joint venture used

for its subsidaries. The application of these amendments has no material impact on the disclosures or the
amounts recognized in the Groupds consolidated finan

Amendments to KFRS 11117 Accounting for Acquisitions of Interests in Joint Operations

Theamendments to HFRS 1111 provide guidance on how to account for the acquisition of a joint operation that
constitutes a business as defined #HRS 1103 Business Combinations A joint operator is also required to
disclose the relevant informationguired by KIFRS 1103 and other standards for business combinations. The
application of these amendments has no material impact on the disclosures or the amounts recognized in the
Groupbs consolidated financial statements.

Amendments to KFRS 1008 Disclosure Initiative

The amendments to-K=RS 1001 clarify the concept of applying materiality in practice and restrict an entity

reducing the understandability of its financial statements by obscuring material information with immaterial
information or by aggegating material items that have different natures or functions. The application of these
amendments has no materi al i mpact on the disclosures
financial statements.
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Amendments to KFRS 1016 Property, Plant and Equipment

The amendments to-K=RS 1016 prohibit the Group from using a revebased depreciation method for items
of property, plant and equipment. The application of these amendments has no material impact on the disclosures
ortheamounts recognized in the Groupds consolidated fi

Amendments to KFRS 1038 Intangible Assets

The amendments to-KRS 1038 do not allow presumption that revenue is an appropriate basis for the

amortization of intangible assetghich the presumption can only be limited when the intangible asset is

expressed as a measure of revenue or when it can be demonstrated that revenue and consumption of the

economic benefits of the intangible asset are highly correlated. The applicati@s@fmendments has no

materi al i mpact on the disclosures or the amounts re

Amendments to KFRS 1016 Property, plant and equipmeahdK-IFRS 1041i Agriculture: Bearer Plants

The amendment®tK-IFRS 1016 Property, Plant and Equipmeand KIFRS 10411 Agriculturedefine a

bearer plant and require biological assets that meet the definition of a bearer plant to be accounted for as

property, plant and equipment in accordance withrRS 1016jnstead of KIFRS 1041. The application of

these amendments has no material impact on the discl
consolidated financial statements.

Annual Improvements to #FRS 201220147 Cycle

The annual improvements ingle amendments to a number offRSs. The amendments introduce specific

guidance in KIFRS 1105 Noncurrent Assets Held for Sale and Discontinued Operatiwhsn an entity

reclassifies an asset (or disposal group) from held for sale to held forudistiibo owners (or vice versa); such

a change is considered as a continuation of the original plan of disposal, and not as a change to a plan of sale.
Other amendments in the annual improvements inclutleRS 1107 Financial Instruments: Disclosure&-

IFRS 1019 Employee Benefisnd K-IFRS 1034 Interim Financial ReportingThe application of these
amendments has no materi al i mpact on the disclosures
financial statements.

2) New and revisetK-IFRSs in issugbut not yet effective

Amendments to KFRS 1109 Financial Instruments

K-IFRS 1109 Financial Instrumentsenacted on September 25, 2015, effective for annual periods beginning on
or after January 1, 2018, can be applied early. Thisdstrd supersedes existingliKRS 10397 Financial
Instruments: Recognition and Measuremdrite Group will apply KIFRS 1109 on or after January 1, 2018.

An entity that applies HFRS 1109 for the first time is required to apply the standard retrogplgctsubject to

certain exemptions and exceptions of restated comparative information relating to classification, measurement and
impairment of financial instruments, except for some specific transition requirements, accounting for the time value
of options in the case of hedge accounting, shall be applied prospectively.

The main features of /FRS 1109 are the business model for the management of financial assets, the classification
and measurement of financial assets based on their contractual caditflbutes, the impairment model of
financial assets based on expected credit losses, the expansion of hedged items and hedging instruments qualified
for hedge accounting, or changes in the valuation method of hedging effectiveness.

Preparations for thanalysis of financial impact and design of accounting policy, development of accounting
system and system stabilization is required for the smooth adoptiohFd®& 1109. The impact of applying this
standard for the first time on tleensolidatedinancial statements will not be due to the selection and judgment of
accounting policy and can differ due to the financial instruments held by the Group, economic coeaditiother
factors during the accounting period.

The Group has not begun improverteof the internal management process in relation to the reporting of financial
instruments or changes to the accounting system in connection with the adoptidRRS K109 and did not
analyze the financial impact on tlkeensolidatedinancial statemestif this standard is applied. However, the
standar dds g e rcansobdhtedinanpabstatements onta basgcase basis is as follows:
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a Classification and measurement of financial assets

All recognized financial assets that are currentithin the scope of KFRS 1109 will be subsequently measured
either at amortized cost, fair value through other comprehensive inéBM&QCI0), or fair value througlprofit

or loss(fiFVTPLO) under KIFRS 1109 based on the business model and the nattire obntractual cash flows
as shown in the following table:

The characteristics of contractual cash flow of business model
Contractual cash flow attributes

Business model Principal and interest only Others
To collect contractual cash flows Measured at amortized cost(*1)
To cdlect and sell contractual cafbws Measured at FVTOCI(*1) Measured at FVTPL(*2)
To sell, others Measured at FVTPL

(*1) Can be designated as FVTPL in order to eliminate or reduce accounting discrepancieséahanged
once a designation has been selected)

(*2) Can be designated as FVTOCI for equity investments not held for trading (cannot be changed once a
designation has been selected)

Because requirements for financial assets that are currently withisctipe of KIFRS 1109 subsequently
measured either at amortized cost or FVTGHEd more stringent than the requirements for existiigRS 1039,
the volatility of profit or loss may be enlarged upon adoption-#RS 1109 due to the increase in proportof

financial assets subsequently measured at FVTPL.

The Group maintains 3,589,995,456 thousand of loans and receivable532,965 thousand of hetd-

maturity investments, 36,300,093 thousand of availadte-sale (FAFSO) financial assets and 22,818,283
thousand of financial assetsRAYTPL as of December 31, 2016.

According to KIFRS 1109, a debt instrument that is held within a business model whose objective is to collect the
contractual cash flows and has contractual terms that give rise on specified dates to cash flows that are solely
payments of principal andterest on the principal amount outstanding must be measuagdoatized cost. The

Group measures 3,589,995,456 thousand of loans and receivables ab82,965 thousand of hetd-maturity
investments at amortized cost.

According to KIFRS 1109, a debt strument that is held within a business model whose objective is achieved
both by collecting contractual cash flows and selling financial assedshas contractual terms that give rise on
specified dates to cash flows that are solely payments of primciganterest on the principal amount outstanding,
must be measured at FVTOCI. The Group does not own debt instruments clasNieglfamncial assets as of
December 31, 2016.

According to KIFRS 1109, an irrevocable election can be made at init@grétion to measure an equity
i nvest ment that is not held for trading at FVTOCI ar
into profit or |l oss. T he GAKstinaricial aseets s df Peceimbes 31r@0Ime nt s
amounted to  36,300,093thousand and no unrealized valuation gains or lossesF&financial asset were
6recycleddé into profit or |l oss during the year ended

According to KIFRS 1109, an equity instrument that is not held within a busimesdel whose objective is to

collect the contractual cash flows and has contractual terms that give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding nor designated as héidgat tra
FVTOCI is measured at FVTPL. The Group maintain®2,818,283housand of financial assets subsequently
measured at FVTPL and consists entirely of equity instruments.
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a Classification and measurement of financial liabilities

One major change frol-IFRS 1039 relates to the presentation of changes in the fair value of a financial liability
designated as at FVTPL attributable to changes in the credit risk of that liability. UnBRSK1109, such changes

are presented in other comprehensive incomela not subsequently o6recycledo6 i
changes in the fair value attributable to changes in the credit risk of financial liabilities are recognized in other
comprehensive income, the changes in fair value are recognized in pladg 0 the case an accounting mismatch

is created or enlarged.

Because existing #FRS 1039 recognizes some changes in the fair value of a financial liability designated as at
FVTPL, normally recognized in profit or loss in other comprehensive incproét or loss related to the valuation
of financial liabilities can decrease.

The Group does not own financial liabilities designated as at FVTPL as of December 31, 2016.

a Impairment methodology: financial assets and contract assets

Although existing KIFRS 1039 states impairment is recognized only if objective evidence of impairment exists in
accordance with the incurred loss modellARS 1109 states impairment is recognized in accordance with the
expected credit loss impairment model with regard tat destruments, lease receivables, contract assets, loan
commitments and financial guarantee contracts measured either at amortized cost or FVTOCI.

K-IFRS 1109 measures expected credit losses through a loss allowance at an amount equatrnoiiie 12
expected credit losses or full lifetime expected credit losses depending on the increasing degree of credit risk after
initial recognition of financiahssets shown dlsreelevels in the table below. Credit losses can be recognized early
compared to the incurred loss model of existintFRS 1039.
Classification(*1) Loss allowance
12-month expected credit losses: expected ci
If credit risk does not significantly increa losses that result from those default events or

Stage 1 after initial recognition(*2) financial instrument that are possible within
months after the reporting date
If credit risk significantly increases aft Full lifetime expected credit losses: expected cr
Stage 2 . .- " €
initial recognition losses that result from all possible default e
Stage 3 If credit is impaired over the life of the financial instrument

(*1) If a significant financial component does maist, an accounting policy must be elected to recognize full

lifetime expected lases for all contract asseisall trade receivables that do constitute a financing
transaction in accordance withIKRS 15- Revenue from Contracts with Customers. Ifgnsicant

financial component doesxist an accounting policy can be elected to recognize full lifetime expected
losses for all contract asseaisall trade receivables that do constitute a financing transaction in accordance
with K-IFRS 15- Revenue frmn Contracts with Customers. The same election is also separately permitted
for lease receivables

(*2) Credit risk can be considered to have not significantly increased if credit risk is low.

K-IFRS 1109 statedor credit impaired financial assets at ialitrecognition, changes in lifetime expected losses
since initial recognition are recognized as a loss allowance with any changes recognized in profit or loss.

The Group holds debt instruments meaasduat amortized costf  3,590,528,421( 3,589,995,456housand of
loans and receivablesxd 532,965 of heldo-maturity investmentsiand loss allowance for these assets was set
at 125,020,936 thousand.

a Hedge accounting

Although new KIFRS 1109 maintains the framework of hedge accounting (mechaniesigé accounting: fair

value hedge, cash flow hedgadhedge of a net investment in a foreign operation) prescribed in existiRBE&

1039, hedge accounting under complex and-balsed requirements in-lckRS 1039was changed to reflect an

ent i t yanagementsdtivities. Hedged items and hedging instruments have been expanded and requirements
to apply hedge accounting have been relaxed by eliminating valuation and quantitative criteria (range of 80% to
125%) regarding whether significant hedging effifeeness exists.
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When applying hedge accounting undetARS 1109, some transactions that do not meet the requirements for
applying hedge accounting under existingARS 1039 become applicable for hedge accounting to reduce the
volatility of profit or loss.

Fair value changeis fair valuehedged items amounting to 2,435,799 thousand during the 2016 fiscal year

were recognized as current income in accordance with hedge accounting applied by the Group as of December 31,

2016 and 485,170 thousand (pretax) of fair value changegair value cash flow hedging instruments

recognized as other comprehensive income have been transferred to current income. Fair valuinda@amges

value of cash flow hedging instruments accumulated tiheo comprehensive income are a valuation loss of
18,649,654housand (pretax) as of December 31, 2016.

According to transitional provisions regarding hedge accounting, when applyiRBE 1109 for the first time,

hedge accounting regulations of existiigFRS 1039 can continued to be applied by electing the accounting

policy.

Amendments to KFRS 1115 Revenue from Contracts with Customers

K-IFRS 1115i Revenue from Contracts with Customers enacted on November 6, 2015, effective for annual
periods beimning on or after January 1, 2018, can be applied early. This standard will superiserl® K018
Revenue, KIFRS 10117 Construction Contracts, RS 20317 RevenueBarter Transactions Involving
Advertising Services, HFRS 21137 Customer LoyaltyPragrams K-IFRS 21157 Agreements for the
Construction of Real Estate andlRRS 2118 Transfers of Assets from Customers. Because the Group will apply
K-IFRS 1115 on or after January 1, 2018, the standard must also be applied retrospectively to paableompar
reporting periods in accordance withIRRS 1008 Accounting Policies, Changes in Accounting Estimates and
Errors and completed contracts as of January 1, 28f/to apply the practical expedient without restating the
consolidatedinancial staterants.

Although existing KIFRS 1018 Revenue discloses transactions by categugh as sale of goods, provision of
services, interest income, royalty income, dividend income and construction contracts, revenue is recognized by
applying thefive-step r@enue recognition model for all types of contracts in accordance WilRIS 1115 (1.

Identify the contract with a customer, 2. Identify the performance obligations in the contract, 3. Determine the
transaction price, 4. Allocate the transaction pricénéopterformance obligations in the contract and 5. Recognize
revenue when (or as) the entity satisfies a performance obligation).

The Group has not begun improvements of internal control procedures or changes to the accounting system in
connection with thadoption of KIFRS 1115 as of December 31, 2016, and did not analyze the financial impact

on theconsolidatedinancial statements if this standard is applied. The Group will analyze the financial impact

due to the adoption of #FRS 1115 beginning from@.7 and will disclose the results in the notes to the 2017
annualconsolidated i nanci al statement s. T h eonselidatedirdeial dtdtemergse n e r a |
on a casdy-case basis is as follows:

a Identify the performance obligations in tbentract

The Group is primarily engaged in the engineering busjrieskuding plant constructignand revenue from
construction contracts during the year ended December 31, &h@6inted to  6,953,504million, comprising

99.2% of total revenue. Perfoamce obligations discerned from contracts with customers must be identified and
the timing of revenue recognition may change for each respective performance obligation depending on whether
performed at one point of time or over the term of the contract.

a Fulfilling performance obligations over the term of the contract

The Group enters into plant construction contracts with customleich include design, purchase and installation,
and will continue construction in the long term. The Group recognizes revenue on a pro rata basis in terms of stage
of completion based on input costs.

Accordingtokl FRS 1115, t he e asthottrgatesan agsetiwitham attermativee usedtmthe entity
and the entity has an enforceable right to payment for performance completed to date.
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a Measurement of stage of completion using the input method

The Group enters into plant construction cactBavith customers which include design, purchase and installation,
and will continue construction in the long term. The Group installs delivered equipment, in which the Group
commissions an external company to produce special equipment, and the sugptgiaf equipment and the
provision of construction services are indistinguishable performance obligations.

According to KIFRS 1115, goods are not distinguishable at the beginning of a comainddbefore a customer

receives goods and related servitlkese goods are expected to be significantly controlled. The transferred cost of
goods is compared to anticipated total cost in order to fully fulfill the performance obligatidrif an entity

procures goods from third parties and is not significantipliived in the design and production of these goods, the
same amount of cost of goods used can be recogni zec
performance.

a Variable consideration

Measurement of construction revenue is contingenthenoccurrence of a future event and various related
uncertainties due to the nature of construction contracts, and the estimation of construction revenue needs to be
frequently adjusted as uncertainties are resolved.

When applying KIFRS 1115, the Groupiill estimate the amount of variable consideration to which it will be
entitled under the contract using the expected value me#mat specifically, variable consideration is only
included in the transaction price if, and to the extent that, it is hgblyable that its inclusion will not result in a
significant revenue reversal in the future when the uncertainty has been subsequently resolved. The amount the
entity has received or the amount that the entity is not expected to be entitled to amooejtkd tonsideration

is recognized as a refund liability.

a Incremental costs of obtaining a contract

The Group will, at times, pay fees to enter into contracts with customers and these fees are incremental costs limited
to the costs that the entity wouhdt have incurred if the contract had not been successfully obtained. According

to K-IFRS 1115, these incremental costs incurred to fulfill a contract are recognized as,amdsaet amortized

over the term of the contract.

- Amendments to KFRS 1103 Sharebased Payment

The amendments include: 1) when measuring the fair value ofishsee payment, the effects of vesting and non
vesting conditions on the measurement of esettled sharbased payment should be consistent with the
measurement of edy-settled sharbased paymen) Sharebased payment transaction in which the Group
settles the shafleased payment arrangement net by withholding a specified portion of the equity instruments per
statutory tax withholding requirements would be clasdifas equitygettled in its entiretyit otherwise would be
classified as equitgettled without the net settlement feajurnd 3) when a castettled sharbased payment
changes to an equisettled sharbased payment because of modifications of tiragend conditions, the original
liability recognized is derecognized and the egsiitled shardased payment is recognized at the modification
date fair value. Any difference between the carrying amount of the liability at the modification date amduiné
recognized in equity at the same date would be recognized in profit and loss immediately. The amendments are
effective for annual periods beginning on or after January 1, 2018.

Amendments to KFRS 1007 Statement of Cash Flows

The amendments geire that changes in liabilities arising from financial activities are disclosed. The amendments
are effective for annual periods beginning on or after January 1, 2017.



Amendments to KFRS 1012 Income Taxes

The amendments clarify that unrealizedskes on fixedrate debt instruments measured at fair value and measured

at cost for tax purposes give rise to a deductible temporary difference regardless of whether the holder expects to
recover the carrying amount of the debt instrument by sale or landgbat the estimate of probable future taxable

profit may include the recovery of some of assets for more than their carrying amd{en the Group assesses
whether there will be sufficient taxable profit, the Group should compare the deductible @gnitierences

with future taxable profit that excludes tax deductions resulting from the reversal of those deductible temporary
differences. The amendments are effective for annual periods beginning on or after January 1, 2017.

The application of thesae mend ment s has no significant i mpact on t
financial statements.

The consolidated financial statements as of and for the year ended on December 31, 2016, to be submitted at the
ordi nary s kaingedreatharized at the Board ofiDr e ct or s 6 meeti ng on Febr

(2) Basis of Consolidation

The consolidated financial statements incorporate the financial statements of the Group and entities (including
structured entities) controlled by the Company (#sdubsidiaries). Control is achieved where the Company 1)

has the power over the invest&} is exposed, or has rights, to variable returns from its involvement with the
investee and 3) has the ability to use its power to affect its returiifie Company reassesses whether or not it
controls an investee if facts and circumstances indicate that there are changes to one or more of the three elements
of control listed above.

When the Company has less than a majority of the voting rights of an invektesepower over the investee when

the voting rights are sufficient to give it the practical ability to direct the activities of the investee unilaterhaly.

Company considers all relevant facts and circumstances in assessing whether or not thg/'€weotpay rights

in an investee are sufficient to give it power, including:

the size of the Company's holding of voting rights relative to the size and dispersion of holdings of the
other vote holders;

potential voting rights held by the Company, othete holders or other parties;

rights arising from other contractual arrangements; and

any additional facts and circumstances that indicate that the Company has, or does not have, the current
ability to direct the relevant activities at the time thetidions need to be made, including voting

patterns at previous shareholders' meetings.

Income and expenses of subsidiaries acquired or disposed of during the year are included in the consolidated
statement of comprehensive income from the date the Congzdans control until the date when the Company
ceases to control the subsidiaryProfit or loss and each component of other comprehensive income are attributed

to the owners of the Company and to the-nontrolling interests. Total comprehensive inconod subsidiaries

is attributed to the owners of the Company and to thecoaitrolling interests even if this results in the fion
controlling interests having a deficit balance

When necessary, adjustments are made to the financial statements of subsidiaiig their accounting policies
inl ine with the Groupb6s accounting policies.

All intragroup transactions and related assets and liabilities, income and expenses are eliminated in full on
consolidation

Changes in the Gr ousgubsgliariesthaido sohrésplt inithe Geup dosirtg sontrolmover the
subsidiaries are accounted for as equity transactiohdase carrying amounts of -the Gr
controlling interests are adjusted to reflect the changes in theirveelatierests in the subsidiariesAny

difference between the amount by which the -nontrolling interests are adjusted and the fair value of the
consideration paid or received is recognized directly in equity and attributed to owners of the Company.
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When the Group loses control of a subsidiary, a gain or loss on disposal is calculated as the difference between (i)
the aggregate of the fair value of the consideration received and the fair value of any retained interest and (ii) the
previous carrying aount of the assets (including goodwill) and liabilities of the subsidiary and argamtrolling

interests. When assets of the subsidiary are carried at revalued amounts or fair values and the related cumulative
gain or loss has been recognized in otteenprehensive income and accumulated in equity, the amounts previously
recognized in other comprehensive income and accumulated in equity are accounted for as if the Company had
directly disposed of the relevant assets, (ielassified to profit or lossr transferred directly to retained earnings).

The fair value of any investment retained in the former subsidiary at the date when control is lost is recognized as
the fair value on initial recognition for subsequent accounting unddfR§ 1039Financid Instruments:
Recognition and Measurementt when applicable, the cost on initial recognition of an investment in an associate

or a joint venture.

(3) Business Combination

Acquisitions of businesses are accounted for using the acquisition method. ThieEiwi transferred in a
business combination is measured at fair value, which is calculated as the sum of the fair values of the assets
transferred by the Group, liabilities incurred by the Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the acquiree. Acquisitided costs are generally
recognized in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognizédaliavahed
at the acquisition date, except that:

deferred tax assets or liabilities and liabilities or assets related to employee benefit arrangements are
recognized and measured in accordance WAtRKS 1012 Incom&axesand K-IFRS 1019 Employee
Benefits respectively;

liabilities or equity instruments related to shaesed payment arrangements of the acquiree or-share
based payment arrangements of the Group entered into to replacbateaegayment arrangements

of theacquiree are measured in accordance wHRIRS 1102 Sharbased Payment at the acquisition
date; and

assets (or disposal groups) that are classified as held for sale in accordancéRRS KLO5 Non

current Assets Held for Sale and Discontinued Opmratare measured in accordance with that
standard.

Goodwill is measured as the excess of the sum of: a) the consideration transferred, b) the amount ef any non
controlling interests in the acquiree, and c) the fair value of the acquirer's previousggb#idinterest in the
acquiree (if any) over the net of the acquisitdate amounts of the identifiable assets acquired and the liabilities
assumed. If, after reassessment, the net of the acquiddtenamounts of the identifiable assets acquired and
liabilities assumed exceeds the sum of: a) the consideration transferred, b) the amount ofcamgrolting

interests in the acquiree and c) the fair value of the acquirer's previously held interest in the acquireeh@f any)
excess is recognized imuhiately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate share of
the entity's net assets in the event of liquidation may be initially measured atitfaér value or at the nen
controlling interests' proportionate share of the recognized amounts of the acquiree's identifiable net assets. The
choice of measurement basis is made on a transdnfitnansaction basis. Other types of ramtrolling inteests

are measured at fair value or, when applicable, on the basis specified in antRs.K

When the consideration transferred by the Group in a business combination includes assets or liabilities resulting
from a contingent consideration arrangemérd,contingent consideration is measured at its acquisite fair

value and included as part of the consideration transferred in a business combination. Changes in the fair value of
the contingent consideration that qualify as measurepend adjushents are adjusted retrospectively, with
corresponding adjustments against goodwill. Measurepembd adjustments are adjustments that arise from
additional information obtained during the dédmeasur e
acqusition date) about facts and circumstances that existed at the acquisition date
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The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify as
measuremernperiod adjustments depends on how the contingemsideration is classified. Contingent
consideration that is classified as equity is retmeasuredat subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent consideration that is classified as an assetility is lie-
measureat subsequent reporting dates in accordance witfRS 1039%inancial Instruments: Recognition and
Measurementor K-IFRS 1037Provisions, Contingent Liabilities and Contingent Assassappropriate, with the
corresponding gain oos$s being recognized in profit or loss.

When a business combination is achieved in stages, the Group's previously held equity interest in the acquiree is
re-measuredo fair value at the acquisition date and the resulting gain or loss, if any, is recognized in profit or loss.
Amounts arising from interests in the acquiree prior to the acquisition date that have previously been recognized
in other comprehensive incoree reclassified to profit or loss where such treatment would be appropriate if that
interest were disposed of.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the
combination occurs, the Grpueports provisional amounts for the items for which the accounting is incomplete.
Those provisional amounts are adjusted during the measurement period (see above), or additional assets or
liabilities are recognized, to reflect new information obtaineduaifacts and circumstances that existed at the
acquisition date that, if known, would have affected the amounts recognized at that date.

(4) Investments in associates and joint ventures

An associate is an entity over which the Grdwg significant influece. Significant influence is the power to
participate in the financial and operating policy decisions of the inydaieés not control or joint control over
those policies.

A joint venture is a joint arrangement whereby the parties that have joinblooithe arrangement have rights to

the net assets of the joint arrangemenloint control is the contractually agreed sharing of control of an
arrangement, which exists only when decisions about the relevant activities require unanimous consent of the
parties sharing control.

The resultsof operationsand assets and liabilities of associates or joint ventures are incorporated in these
consolidated financial statements using the equity method of accounting, except when the investment is classified
as feld for sale, in which case it is accounted for in accordance wliRS 1105Non-current Assets Held for

Sale and Discontinued OperationsUnder the equity method, an investment in an associate or a joint venture is
initially recognized in the consolitied statement of financial position at cost and adjusted thereafter to recognize
the Group's share of the profit or loss and other comprehensive income of the associate or joint Wiieme.

the Group's share of losses of an associate or a joint venture exceeds the Group's interest in that associate or joint
venture (which includes any lofigrm interests that, in substance, form part of the Group's net investment in the
associate or joit venture), the Group discontinues recognizing its share of further losses. Additional losses are
recognized only to the extent that the Group has incurred legal or constructive obligations or made payments on
behalf of the associate or joint venture.

Any excess of the cost of acquisition over the Group's share of the net fair value of the identifiable assets, liabilities
and contingent liabilities of an associate or a joint venture recognized at the date of acquisition is recognized as
goodwill, which isincluded within the carrying amount of the investmemAny excess of the Gr
the net fair value of the identifiable assets, liabilities and contingent liabilities over the cost of acquisition, after
reassessment, is recognized immediateprafit or loss.
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Upon disposal of an associate or a joint venture that results in the Group losing significant influence over that
associate or joint venture, any retained investment is measured at fair value at that date and the fair value is regarded
as its fair value on initial recognition as a financial asset in accordance WwiR& 1039 inancial Instruments:
Recognition and MeasurementThe difference between the previous carrying amount of the associate or joint
venture attributable to the retaid interest and its fair value is included in the determination of the gain or loss on
disposal of the associate or joint venturén addition, the Group accounts for all amounts previously recognized

in other comprehensive income in relation to thabeisse or joint venture on the sabmsisthatwould be required

if that associate or joint venture had directly disposed of the related assets or liabilities. Therefore, if a gain or
loss previously recognized in other comprehensive income by thatatesoicjoint venture would be reclassified

to profit or loss on the disposal of the related assets or liabilities, the @dapsifies the gain or loss from equity

to profit or loss (as reclassification adjustment) when it loses significant influercetiat associate or joint
venture.

When the Group reduces its ownership interest in an associate or a joint Meutthe Group continues to use

the equity method, the Group reclassifies to profit or loss the proportion of the gain or loss thevimasly

been recognized in other comprehensive income relating to that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal of the related assets or liabilities. In addition, the Group
applies KIFRS 5 Noncurrent Assets Held for Sale and Discontinued Operations to a portion of investment in an
associate or a joint venture that meets the criteria to be classified as held for sale.

The requirements of #FRS 1039 Financial Instruments: Recognitiowl Measurement are applied to determine
whet her it is necessary to recognize any i mpairment
a joint venture. When necessary, the entire carrying amount of the investment (including gootkeitdsor
impairment in accordance with-kcRS 1036 Impairment of Assets by comparing its recoverable amount (higher

of value in user fair value less costs to sell) with its carrying amoantiany impairment loss recognized forms

part of the carryingamount of the investment. Any reversal of that impairment loss is recognized in accordance
with K-IFRS 1036 Impairment of Assets to the extent that the recoverable amount of the investment subsequently
increases.

The Groupcontinues to use the equity metl when an investment in an associate becomes an investment in a
joint venture or an investment in a joint venture becomes an investment in an associate. There is no remeasurement
to fair value upon such changes in ownership interests.

When aGroup entiy transacts with an associate or a joint venture of the Group, profits and losses resulting from
the transactions with the associate or joint venture are recognized in the Group's consolidated financial statements
only to the extent of interests in the @sate or joint venture that are not related to the Group.

(5) Interests in joint operations

A joint operation is a joint arrangement whereby the parties that have joint control of the arrangement have rights
to the assets, and obligations for the liabilities, relating to the arrangement. Joint control is the contractually agreed
sharing of contrbof an arrangement, which exists only when decisions about the relevant activities require
unanimous consent of the parties sharing control.

When aGroup entity undertakes its activities under joint operations, the Group as a joint operator recognizes in
relation to its interest in a joint operation:

its assets, including its share of any assets held jointly;

its liabilities, including its share of any liabi#s incurred jointly;

its revenue from the sale of its share of the output arising from the joint operation;
its share of the revenue from the sale of the output by the joint operation; and

its expenses, including its share of any expenses incurrely.join

The Group accounts for the assets, liabilities, revenues and expenses relating to its interest in a joint operation in
accordance with the /FRSs applicable to the particular assets, liabilities, revenues and expenses.
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When aGroup entity transats with a joint operation in which@roup entity is a joint operator (such as a sale or
contribution of assets), the Group is considered to be conducting the transaction with the other parties to the joint
operation, and gains and losses resulting flmartitansactions are recognized in the Group's consolidated financial
statements only to the extent of other parties' interests in the joint operation.

When aGroup entity transacts with a joint operation in whidBraup entity is a joint operator (suchk a purchase
of assets), the Group does not recognize its share of the gains and losses until it resells those assets to a third party.

(6) Goodwill

Goodwill resulting from an acquisition of a business is carried at cost as established at the dateitidracduis
the businesdess accumulated impairment losses, if any.

For the purpose of i mpairment t est iganeratingarits(ovgrdbups i s a
of cashgenerating units) that is expected to benefit from the synergies of the combination.

A cashgenerating unit to which goodwill hieen allocated is tested for impairment annually, or more frequently
when there is indication that the unit may be impairdfithe recoverable amount of the cagnerating unit is
less than its carrying amount, the impairment loss is allocated firstit@we the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit omatgbasis based on the carrying amount of each
asset in the unit. Any impairment loss for goodwill is recognized directly in profit orslo&n impairment loss
recognized for goodwill is not reversed in subsequent periods.

On disposal of the relevant caghnerating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

T he Gr oiey foBgeodwilbrésulting from the acquisition of an associate is described at Note 2 (4).
(7) Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered
principally through a sale transaction rather than throemttinied use. This condition is regarded as met only

when the sale is highly probable and the-oarrent asset (or disposal group) is available for immediate sale in its
present condition. Management mustbenmitted to the sale, which should be expected to qualify for recognition

as a completed sale within one year from the date of classification.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assatsliied li
of that subsidiary are classified as held for sale when the criteria described above are met, regardless of whether
the Group will retain a nenontrolling interest in its former subsidiary after the sale.

When the Group is committed to a salarpinvolving disposal of an investment, or a portion of an investment, in

an associate or joint venture, the investment or the portion of the investment that will be disposed of is classified
as held for sale when the criteria described above are meahe@itoup discontinues the use of the equity method

in relation to the portion that is classifiadheld for sale. Any retained portion of an investment in an associate

or a joint venture that has not been classified as held for sale continues tourgeatfor using the equity method.

The Group discontinues the use of the equity method at the time of disposal when the disposal results in the Group
losing significant influence over the associate or joint venture.

After the disposal takes place, theoGp accounts for any retained interest in the associate or joint venture in
accordance with HFRS 1039 Financial Instruments: Recognition and Measuremeleiss the retained interest
continues to be an associate or a joint venture, in which case thp @es the equity method.

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of their previous
carrying amounbr fair value less costs to sell.
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(8) Revenue recognition

Revenue is measured at the fair valuettef consideration received or receivablé&revenue is reduced for
estimated customer returns, rebates and other similar allowanths. Group recognizes revenue when the
amount of revenue can be reliably measured; when it is probable that future ecbanefits will flow to the
entity; and when specific criteria have been met for

1) Sale of goods

Revenue from the sale of goods is recognized when the Group has transferred to the buyer the sigksfizadt
rewards of ownership of the goods.

2) Rendering of services

Revenue from a contract to provide services is recognized by reference to the stage of completion of the contract.
Depending on the nature of the transaction, the Group determinesgh@ttammpletion by reference to surveys

of work performedservices performed to date as a percentage of total services to be pertorthegroportion

that costs incurred to date bear to the estimated total costs of the transaction, as applicable.

3) Dividend and interest income

Dividend income from investments is recognized when the sharehldgrsto receive payment has been
established (provided it is probable that the economic benefits will flow to the Group and the amount of income
can be meased reliably).

Interest income from a financial asset is recognized when it is probable that the economic benefits will flow to the
Group and the amount of income can be measured reliably. Interest income is accrued on a time basis, by reference
to the pincipal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts
estimated future cash receipts through the expected
initial recognition

4) Rentalincome
The Groupds policy for recognition of revenue from o
(9) Construction contracts

Where the outcome of a construction contract can be estimated reliably, revenue and costs are recognized by
reference tdhe stage of completion of the contract activity at the end of the reporting period, measured based on
the proportion of contract costs incurred for work performed to date relative to the estimated total contract costs,
except where this would not be repeatative of the stage of completiorVariations in contract work, claims and
incentive payments are included to the extent that the amount can be measured reliably and its receipt is considered
probable.

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is recognized to the
extent of contract costs incurred that it is probable will be recoveraBlentract costs are recognized as expenses
in the period in which thy are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognized as
an expense immediately.

When contract costs incurred to dgilus recognized profitdess recognized losses exceedgpess billing, the
surplus is shown as amounts due from customers for contract weok contracts where progress billings exceed
contract costs incurred to dapdus recognized profit¢ess recognized losses, the surplus is shown as the amounts
due tocustomers for contract work. Amounts received before the related work is performed are included in the
consolidated statement of financial position, as a liability, as advances receMaaunts billed for work
performed but not yet paid by the customete included in the consolidated statement of financial position under
trade and other receivables.
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(10) Lease

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards
of ownership to théessee. All other leases are classified as operating leases.

1) The Group as lessor

Amounts due from |l essees under finance | eases are r
investment in the leases. Finance lease income is allocatechianging periods so as to reflect a constant periodic
rate of return on the Groupds net investment outstan

Rental income from operating leases is recognized on a sthiaigliitasis over the term of the relevant lease dniti
direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of the leased
asset and recognized on a strailyit basis over the lease term.

2) The Group as lessee

Assets held under finance leases are initially recognized as assets of the Group at their fair value at the inception
of the lease or, if lower, at the present value of the minimum lease payments. The corresponding liability to the
lessor is included in thconsolidatedstatement of financial position as a finance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of theithalfilnance expenses are recognized immediately in

profit or loss, unless they are directly attributable to qualifying assets, in which case they are capitalized in
accordance with the Groupds gener al p toentalcaye regagnizedo r r o w
as expenses in the periods in which they are incurred.

Operating lease payments are recognized as an expense on alstieigisis over the lease term, except where
another systematic basis is more representative of the titte¥rpan which economic benefits from the leased

asset are consumed. Contingent rentals arising under operating leases are recognized as an expense in the period
in which they are incurred.

In the event that lease incentives are received to enter intatimgeleases, such incentives are recognized as a
liability. The aggregate benefit of incentives is recognized as a reduction of rental expense on dirstraigsis,
except where another systematic basis is more representative of the time patteéch iecenomic benefits from
the leased asset are consumed.

(11) Foreign currencies

The individual financial statements of ea@loup entity are presented in the currency of the primary economic
environment in which the entity operates (its functional currency). For the purpose of the consolidated financial
statements, the results and financial position of €a@up entity are exgssed in Koreamwon, which is the
functional currency of the entity and the presentation currency for the consolidated financial statements.

In preparing the financial statements of the individual entities, transactions in currencies other tharytlfe entit
functional currency (foreign currencies) are recognized at the rates of exchange prevailing at the dates of the
transactions. At the end of each reporting period, monetary items denominated in foreign currencies are retranslated
at the rates prevailingt that date. Nommonetary items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing at the date when the fair value was determimeteNon

items that are measured in terms of historical coatforeign currency are not retranslated.
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Exchange differences are recognized in profit or loss in the period in which theeacispt for:

exchange differences on foreign currency borrowings relating to assets under construction for future
productiveuse, which are included in the cost of those assets when they are regarded as an adjustment
to interest costs on those foreign currency borrowings;

exchange differences on transactions entered into in order to hedge certain foreign currency risks (see
Note 2 (25) below for hedging accounting policies); and

exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor likely to occur (therefore forming part of the net investment in the
foreign operation), which are recognized initially in other comprehensive income and reclassified from
equity to profit or loss on disposal or partial disposal of the net investment.

For the purpose of presenting consolidated financial statements, thesassand | i abi |l i ties of t
operations are expressed in Koreaon using exchange rates prevailing at the end of the reporting period.
Income and expense items are translated at the average exchange rates for the period, unless ¢éaghange ra
fluctuated significantly during that period, in which case the exchange rates at the dates of the transactions are used.
Exchange differences arising, if any, are recognized in other comprehensive income and accumulated in equity
(attributed to norcortrolling interests as appropriate). On the disposal of a foreign operatioa @isposal of the
Groupbs entire interest in a foreign operation, or a
a foreign operation, or partial disgal of an interest in a joint arrangement or an associate that includes a foreign
operation of which the retained interest becomes a financial asset), all of the accumulated exchange differences in
respect of that operation attributable to the ownereeftompany are reclassified to profit or loss. Any exchange
differences that have previously been attributed to-awrirolling interests are derecognized, but they are not
reclassified to profit or loss.

In the case of a partial disposal (ji.eo loss of control) of a subsidiary that includes a foreign operation, the
proportionate share of accumulated exchange differences are reattributeecctmtrotling interests in equity and

are not recognized in profit or lossFor all other partial djgosals (i.e.partial disposals of associates or joint
arrangements that do not result in the Group losing significant influence or joint control), the proportionate share
of the accumulated exchange differences is reclassified to profit or loss.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and
liabilities of the foreign operation and translated at the closing rate. Exchange differences arising are recognized in
other comprehensive income.

(12) Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowemgding their expenditure on
qualifying assetds deducted from thedsrowing costs eligible for capitalization.

All other borrowing costs are recognized in profit or loss in the period in which they are incurred.

Borrowing costs directly attributable to equity in relation to construction contract amounte@3¢b15 millon
(2015: 17,359 million) for the year ended December 31, 2016.

(13) Government grants

Government grants are not recognized until there is reasonable assurance that the Group will comply with the
conditionsattactedto them and that the grants will be rieeel.

The benefit of a government loan at a belmarket rate of interest is treated as a government grant, measured as
the difference between proceeds received and the fair value of the loan based on prevailing market interest rates.

Government grantelated to assets are presented irctiesolidatedstatement of financial position by deducting
the grant from the carrying amount of the asset. The related grant is recognized in profit or loss over the life of a
depreciable asset as a reduced depieniaixpense.
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Government grants related to income are recognized in profit or loss on a systematic basis over the periods in
which the Group recognizes as expenses the related costs for which the grants are intended to compensate.
Government grants thateareceivable as compensation for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with no future related costs are recognized in profit or loss in
the period in which they become receivable

(14) Retirement benefit costs and termination benefits

Contributions to defined contribution retirement benefit plans are recognized as an expense when employees have
rendered service entitling them to the contributions.

For defined retirement benefit plarthe cost of providing benefits is determined usingpiegectedunit credit

method, with actuarial valuations being carried out at the end of each reporting period. Remeastwenpesing

actuarial gains and losses, the effect of the changes to the asset ceiling (if applicable) and the return on plan assets
(excluding interest), is reflected immediately in tmmsolidatedstatement of financial positipwith a charge or

credt recognized in other comprehensive income in the period in which they occur. Remeasurement recognized in
other comprehensive income is reflected immediately in retained earnings and will not be reclassified to profit or
loss. Past service cost is recoguizn profit or loss in the period of a plan amendment. Net interest is calculated

by applying the discount rate at the beginning of the period to the net defined benefit liability or asset. Defined
benefit costs are composed of service cost (includingouservice cosindpast service cost, as well as gains

and losses on curtailments and settlements), net interest expense (income) and remeasurement.

The Group presents the service cost and net interest expense (income) components in profit orthess and
remeasurement component in other comprehensive income. Curtailment gains and losses are accounted for as past
service costs.

The retirement benefit obligation recognized in the consolidated statement of financial position represents the
actualdefid or surplus in the Groupds defined benefit pla
to the present value of any economic benefits available in the form of refunds from the plans or reductions in future
contributions to the plans.

A liability for a termination benefit is recognized at the earlier of when the entity can no longer withdraw the offer
of the termination benefér when the entity recognizes any related restructuring costs.

Discretionary contributions made by employeestlord parties reduce service cost upon payment of these
contributions to the plan. When the formal terms of the plans specify that there will be contributions from
employees or third parties, the accounting depends on whether the contributions are lggeate, as follows:

If the contributions are not linked to services (egntributions are required to reduce a deficit arising from losses
on plan assets or from actuarial losses), they are reflected in the remeasurement of the net defin@bbignefi
(asset).

If contributions are linked to services, they reduce service costs. For the amount of contribution that is dependent
on the number of years of service, the entity reduces service cost by attributing the contributions to periods of
savice using the attribution method required byARS 1019 paragraph 70 for the gross benefits. For the amount

of contribution that is independent of the number of years of service, the entity reduces service cost by attributing
contributionstotheempleye s 6 peri ods of s edFRS$ IO paragraph@c or dance wi t

(15) Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

1) Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as reported in
the consolidated statement of comprehensive income because of items of income or expense that are taxable or

deductible in other years andt e ms t hat are never taxable or deductdi
calculated using tax rates that have been enacted or substantively enacted by the end of the reporting period.
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2) Deferred tax

Deferred tax is recognized on tempordifferences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax bases used in the computation of taxable profit.
Deferred tax liabilities are generally recognized for all taxable tempdalifferences. Deferred tax assets are
generally recognized for all deductible temporary differences to the extent it is probable that taxable profits will be
available against which those deductible temporary differences can be utilized. Such defeasskts and
liabilities are not recognized if the temporary difference arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable profit
northe accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in subsidiaries
and associates and interests in joint ventures, except where the Group is able to control the reversgbofdahe tem
difference and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences associated with such investments and interests are only
recognized to the exteit is probable that there will be sufficient taxable profits against which the benefits of the
temporary differencesan be utilizechnd they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewee atith of each reporting period and reduced to the extent
it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rate® thgpacted to apply in the period in which the
liability is settled or the asse&trealized, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period. The measurement of deferred tax lianititessets reflects the tax
consequences that would follow from the manner in which the Group expects, at the end of the reporting period,
to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities areseffif, and only if the Group has a legally enforceable right to set off
current tax assets against current tax liabilities and the deferred tax assets and liabilities relate to income taxes
levied by the same taxation authority on either the same tassatitye or different taxable entitiébatintend either

to settle current tax liabilities and assets on a net basis or to realize the assets and settle the liabilities simultaneousl|
in each future period in which significant amounts of deferred taditiabior assets are expected to be settled or
recovered.

For the purpose of measuring deferred tax liabilities and deferred tax assets for investment properties that are
measured using the fair value model, the carrying amounts of such propertiesameepréo be recovered entirely
through sale, unless the presumption is rebutted. The presumption is rebutted when the investment property is
depreciable and is held within a business model whose objective is to consume substantially all of the economic
berefits embodied in the investment properties over time, rather than through sale.

3) Current and deferrethxesfor the year

Current and deferretdxesare recognized in profit or loss, except when they relate to items that are recognized in
other comprehasive income or directly in equity, in which case the current and defeotesare also recognized

in other comprehensive income or directly in equigspectively. Where current tax or deferred tax arises from
the initial accounting for a business cdndiion, the tax effect is included in the accounting for the business
combination.

(16) Property, plant and equipment

Property, plant and equipment are stated at, ¢ess subsequent accumulated depreciation and accumulated
impairment losses. The cost of an item of property, plant and equipment is directly attributable to their purchase
or construction, which includes any costs directly attributable to bringing teetasthe location and condition
necessary for it to be capable of operating in the manner intended by management. It also includes the initial
estimate of the costs of dismantling and removing the item and restoring the site on which it is located.
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Subsequent costs are recognized in carrying amount of an asset or as a separate asset if it is probable that future
economic benefits associated with the assets will flow into the Group and the cost of an asset can be measured
reliably. Routine maintenamcand repairs are expensed as incurred.

The Group does not depreciate land. Depreciation expense is computed using thdisrargithodbased on
the estimated useful lives of the assets.

If each part of an item of property, plant and equipment ltastthat is significant in relation to the total cost of
the item, it is depreciated separately.

The Group reviews the depreciation method, the estimated useful lives and residual values of property, plant and
equipment at the end of each annual repgrtieriod. If expectations differ from previous estimates, the changes
are accounted for as a change in an accounting estimate.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are
expected to ase from the continued use of the asset. Any gain or loss arisingr@camition of the property
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in
profit or loss in the period in whichetproperty is derecognized.

(17) Intangible assets
1) Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at cost, less accumulated
amortization and accumulated impairment losses. Amoidizas recognized on a straiglitie basis over their
estimated useful lives. The estimated useful life and amortization method are reviewed at the end of each reporting
period, with the effect of any changes in estimate being accounted for on a prespasisv Intangible assets with
indefinite useful lives that are acquired separately are carried atesssaccumulated impairment losses.

2) Internallygenerated intangible asset®search and development expenditure
Expenditure on researeittivities is recognized as an expense in the period in which it is incurred.

Expenditure arising from development (or from the development phase of an internal project) is recognized as an
intangible asset ifand only if, the development project is dgsed to produce new or substantially improved
products, and the Group can demonstrate the technical and economical feasibility and measure reliably the
resources attributable to the intangible asset during its development.

The amount initially recognizefibr internallygenerated intangible assets is the sum of the expenditure incurred
from the date when the intangible asset first meets the recognition criteria. Where no irgermeaiyed intangible

asset can be recognized, development expendituregmieed in profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internathgnerated intangible assets are reported at ksst accumulated
amortization and accumulated impairment losses, on the same basis aslatmsgits that are acquired separately.

3) Intangible assets acquired in a business combination

Intangible assets that are acquired in a business combination are recognized separately from ayuoddndl
initially recognized at their fair value at thegagsition date (which is regarded as their cost). Subsequent to initial
recognition, intangible assets acquired in a business combination are reported, deéssostccumulated
amortization and accumulated impairment losses, on the same basis as intensgiisléhat are acquired separately.

4) De-recognition of intangible assets

An intangible asset is derecognized on disposal or when no future economic benefits are expected from its use.
Gains or losses arising from -decognition of an intangiblasset, measured as the difference between the net
disposal proceeds and the carrying amount of the asset, and are recognized in profit or loss when the asset is
derecognized.
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(18) Impairment of tangible and intangible assets other than goodwiill

At the end 6each reporting period, the Group reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amourthefasset is estimated in order to determine the extent of the impairment
loss (if any). When it is not possible to estimate the recoverable amount of an individual asset, the Group estimates
the recoverable amount of the cagmerating unit to which thesset belongs. Where a reasonable and consistent
basis of allocation can be identified, corporate assets are also allocated to individeggreasiting units, or
otherwise they are allocated to the smallest group of egesfierating units for which a re@anable and consistent
allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment
at least annually and whenever there is an indication that the asset mgpabed.

Recoverable amount is the higher of fair valess costs to selor value in use. If the recoverable amount of an
asset (or a castpenerating unit) is estimated to be less than its carrying amount, the carrying amount of the asset
(or the cahgenerating unit) is reduced to its recoverable amount and the reduced amount is recognized in profit
or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (geaeratihg unit) is
increased to the revised estita of its recoverable amount, so that the increased carrying amount does not exceed
the carrying amount that would have been determined had no impairment loss been recognized for the asset (or the
cashgenerating unit) in prior years. A reversal of an @inment loss is recognized immediately in profit or loss.

(19)Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle the atitig and a reliable estimate can be made of the
amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into accountiske and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (where the effect of the time value of rmateyia). The

discount rate used is a pretax rate that reflects current market assessments of the time value of money and the risks
specific to the liability. Where discounting is used, the increase in the provision due to the passage is recognized
in profit or loss as borrowing cost.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third
party, a receivable is recognized as an asset if it is virtually certain that reimbursement will be Eaueithes
amount of the receivable can be measured reliably.

At the end of each reporting period, the remaining provision balance is reviewed and assessed to determine if the
current best estimate is being recognizeldi.the existence of an obligation teansfer economic benefit is no
longer probable, the related provision is reversed during the period.

1) Onerous contracts

Present obligations arising under onerous contracts are recognized and measured as provisions. An onerous
contract is considered txist where the Group has a contract under which the unavoidable costs of meeting the
obligations under the contract exceed the economic benefits expected to be received from the contract

2) Restructurings

A restructuring provision is recognized when the Group has developed a detailed formal plan for the restructuring
and has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement
the plan or announcinigs main features to those affected by it. The measurement of a restructuring provision
includes only the direct expenditures arising from the restructuring, which are those amounts that are both
necessarily entailed by the restructuring and not assodcidttethe ongoing activities of the entity.
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3) Warranties

Provisions for the expected cost of warranty obligations under local sale of goods legislation are recognized at the
date of sale of the relevant ppeddct sfreat etqguée radidr ¢ ot
obligation.

4) Contingent liabilities acquired in a business combination

Contingent liabilities acquired in a business combination are initially measured at fair value at the acquisition date.
At the end of subsegut reporting periods, such contingent liabilities are measured at the higher of the amount
that would be recognized in accordance withARS 1037 Provisions, Contingent Liabilities and Contingent
Assets and the amount initially recognizéxbs cumulatie amortization recognized in accordance withFRS

1018 Revenue.

(20) Financial Instruments

Financial assets and financial liabilities are recognized wh@roap entity becomes a party to the contractual
provisions of the instruments. Financial assets and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the acquisition or issue of financiahaddatancial liabilities

are added to or deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition of financial assets or finabiditz diat

FVTPL are recognized immediately in profit or loss.

All regularway purchases or sales of financial assets are recognized and derecognized ownlaerbdsis.
Regularway purchases or sales are purchases or sales of financial assetguinatdelivery of assets within the
time frame established by regulation or convention in the marketplace.

Financi al assets are classified into the fohlhdowing
maturity invesdimelnta®dsetoAdFSarfd n@alhnoans and receivabl e
and purpose of the financial assetsd is determined at the time of initial recognition.

1) Effective interest method

The effective interest method is a methodaltulating the amortized cost of a debt instrumaind of allocating

interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees and points paid or recdiaefbrm an integral part of the effective interest

rate, transaction costs and other premiums or discounts) through the expected life of the debt instruvheng, or
appropriatg¢a shorter period, to the net carrying amount on initial recognition.

Income is recognized on an effective interest basis for debt instruments other than those financial assets classified
as at FVTPL.

2) Financial assets at FVTPL

Financial assets are classified as at FVTPL when the financial aasetnsngent considerationahmay be paid
by an acquirer as part of business combination to whithhRS 1103 applies

A financial asset is classified as held for trading if:

it has been acquired principally for the purpose of selling in the near term;

on initial recognitionit is part of a portfolio of identified financial instruments that the Group manages
together and has a recent actual pattern of g¢éort profittaking; or

it is a derivative that is not designated and effective as a hedging instrument.
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A financial aset other than a financial asset held for trading or contingent consideration that may be paid by an
acquirer as part of a business combination may be designated as at FVTPL upon initial recognition if:

such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise;

the financial asset forms part of a group of financial assets or financial liabditiesth, which is
managedand its perfformace i s evaluated on a fair value basi
documented risk management or investment strategy, and information about the grouping is provided
internally on that basis; or

it forms part of a contract containing one or more embedigeivatives, and KFRS 1039 Financial

Instruments: Recognition and Measurement permits the entire combined contract (asset or liability) to

be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains or lossesa@risgmgeasurement recognized

in profit or loss. The net gain or loss recognized in profit or loss incorporates any dividend or interest earned on

the financial asseend is included in the 6ot her gains and | o:
comprehensive income.

3) Heldto-maturity investments

Non-derivatives financial assets with fixed or determinable payments and fixed maturity dates that the &roup ha
the positive intent and ability to hold to maturity are classified astobateaturity investments. Heltb-maturity
investments are measured at amortized cost using the effective interest, testhady impairment, with revenue
recognized on an effaéee yield basis.

4) AFS financial assets

AFS financial assets are nalerivatives that are either designated as AFS or are not classified as (a) loans and
receivables, (b) heltb-maturity investments or (c) financial asset&9iPL.

They are subsequenttgeasured at fair value at the end of each reporting period. Changes in the carrying amount
of AFS monetary financial assets relating to changes in foreign currency rates (see below), interest income
calculated using the effective interest method and eindd on AFS equity investments are recognized in profit or

loss. Other changes in the carrying amount of AFS financial assets are recognized in other comprehensive income
(as investments revaluation reserve). When the investment is disposed of or isnéeteonbe impaired, the
cumulative gain or loss previously accumulated in other comprehensive income is reclassified to profit or loss.

Dividends on AFS equity instruments are recognized
dividendsis established.

The fair value of AFS monetary financial assets denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate prevailing at the end of the reporting period. The foreign exchange gains
and losse that are recognized in profit or loss are determined based on the amortized cost of the monetary asset.
Other foreign exchange gains and losses are recognized in other comprehensive income.

AFS equity investments that do not have a quoted market praceactive market and whose fair value cannot be
reliably measured and derivatives that are linkedatml must be settled pyelivery of such unquoted equity
investments are measured at ¢ctests any identified impairment lossas the end of each reging period.

5) Loans and receivables

Trade receivables, loans and other receivables that have fixed or determinable paph@m@sot quoted in an
active market are classified as 06l oans and receivabl
the effective interest method, less any impairment. Interest income is recognized by applying the effective interest
rate, except for shoitierm receivables when the effect of discounting is immaterial.

6) Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of each reporting
period. Financial aste are considered to be impaired when there is objective evidence that morehavents
occurred after the initial recognition of the financial assetthe estimated future cash flows of the investment

have been affected.
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For AFS equity investments,significant or prolonged decline in the fair value of the security below its cost is
considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment includes:

significant financial difficulty of the iaser or counterparty
default or delinquency in interest or principal payments
it becoming probable that the borrower will enter bankruptcy or financial reorganization
the disappearance of an active market for that financial asset because of finanaigtieltfic

For certain categories of financial asset, such as trade receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis. Objective evidence of impairment for
aportfolioofre ei vabl es coul d include the Gr oandadiscregsainthe ex per
number of delayed payments in the portfolio past the average credit period, as well as observable changes in
national or local economic conditions that caatelwith default on receivables.

For financial assets carried at amortized cost, the amount of the impairment loss recognized is the difference
bet ween the assetds carrying amount and the present

financi al assetods original effective interest rate.

For financial assets that are carried at cost, the amount of the impairment loss recognized is the difference between
the assetds carrying amount and the present value of
rate of return for a giilar financial asset. Such impairment loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financialitbsets

the exception of trade receivables, where theyteg amount is reduced through the use of an allowance account.
When a trade receivable is considered uncollectible, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited against the atteveamgount. Changes in the carrying
amount of the allowance account are recognized in profit or loss.

When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognized in
other comprehensive income are reclassifeprofit or loss in the period.

For financial assets measured at amortized cost, if, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment wad,recogniz
the previously recognized impairment loss is reversed through profit or loss to the extent that the carrying amount
of the investment at the date the impairment is reversed does not exceed what the amortized cost would have been
had the impairment nditeen recognized.

In respect of AFS equity securities, impairment losses previously recognized in profit or loss are not reversed
through profit or loss. Any increase in fair value subsequent to an impairment loss is recognized in other
comprehensive irmme. In respect of AFS debt securities, impairment losses are subsequently reversed through
profit or loss if an increase in the fair value of the investment can be objectively related to an event occurring after
the recognition of the impairment loss.

7) De-recognition of financial assets

The Group derecognizes a financial asset only when the contractual rights to the cash flows from the asset expire
or when it transfers the financial asset and substantially all the risks and rewards of ownershigssétthe

another entity. If the Group neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group recognizes its retained interest in the asset and an associated
liability for amounts it may have to paylf the Group retains substantially all the risks and rewards of ownership

of a transferred financial asset, the Group continues to recognize the financial asset and also recognize a
collateralized borrowing for the procee@éseived.

Onder ecognition of a financi al asset in its entirety,
sum of the consideration received and receivable and the cumulated gain or loss that had been recognized in other
comprehensive incoe and accumulated in equity is recognized in profit or loss.
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On derecognition of a financial assets other than in its entirety, (&dgen the Group retains an option to
repurchase part of a transferred asset or it retains a residual interest and such an retained interest indicates that the
transferor has neither transferred nor retained substantially all the risks and rewards diipwvanerias retained

control of the transferred asset), the Group allocates the previous carrying amount of the financial asset between
the part it continues to recognize under continuing involvement and the part it no longer recognizes on the basis of
the relative fair value of those parts on the date of the transfer. The difference between the carrying amount
allocated to the part that is no longer recognized and the sum of the consideration received for the part that is no
longer recognized and any curative gain or loss allocated to it that had been recognized in other comprehensive
income is recognized in profit or loss. A cumulative gain or loss that had been recognized in other comprehensive
income is allocated between the part that continues tedmgnized and the part that is no longer recognized on

the basis of the relative fair value of those parts.

(21) Financial liabilities and equity instruments
1) Classification as debt or equity

Debt and equity instruments are classified as either findiaidlties or as equity in accordance with the substance
of the contractual arrangement and the definitions of financial liability and an equity instrument.

2) Equity instruments

An equity instrument is any contract that evidences a residual intetbst &ssets of an entity after deducting all
of its liabilities. Equity instruments issued by the Group are recogras#iit proceedarereceived, net of direct
issue costs.

Repurchase of the Companyds own e q iectly yequity.NoO gainore nt s i
|l oss is recognized in profit or |l oss on the purchascs
instruments.

3) Financial liabilities

Financial liabilities are recognized when the Group becomes a party to thectaadtprovisions of the instruments.
Financial liabilities are initially measured at fair valud.ransaction cost that is directly attributable to the issue
of financial liabilities is deducted from the fair value of the financial liabilities on imgéiebgnition. Transaction
cost directly attributable to acquisition of financial liabilities®fTPL is recognized immediately in profit or loss.

Financial liabilities are classified as either financial liabilities at FVTPL or other findratidlties.
4) Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when the financial liabiligydentingent consideration that may
be paid by an acquirer as part of a business combination to wHIERE 1103 appliest is held for trading or it
is designated as at FVTPL.
A financial liability is classified as held for trading if:
it has been acquired principally for the purpose of repurchasing in the near term;
on initial recognitionit is part of a portfolio of identified financial instruments that the Group manages

together and has a recent actual pattern of gbort profittaking; or
it is a derivative that is not designated and effective as a hedging instrument.
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A financial liability other than a financial liability held for trading or contingent consideration that may be paid by
an acquirer as part of a business combination may be designated as at FVTPL upon initial recognition if:

such designation eliminates or significariygluces a measurement or recognition inconsistency that
would otherwise arise;

the financial liability forms part of a group of financial assets or financial liabilitieboth, which is
managedand its performance is evaluated on a fair value basés;cordance with the Group's
documented risk management or investment strategy, and information about the grouping is provided
internally on that basis; or

it forms part of a contract containing one or more embedded derivatives;I&@RISKL039 Financial
Instruments: Recognition and Measurement permits the entire combined contract (asset or liability) to
be designated as at FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on remeasurement recognized
in profit or loss. The net gain or loss recognized in profit or loss incorporates any interest paid on the financial
liabilty,and is included in the 6éother gains and | ossesbd
income.

5) Other financial liabities

Other financial liabilities are subsequently measured at amortized cost using the effective interest method, with
interest expense recognized on an effective yield basis.

The effective interest method is a method of calculating the amortizedf@ofhancial liability and of allocating

interest expense over the relevant periotihe effective interest rate is the rate that exactly discounts estimated
future cash paymentcluding all fees and points paid or received (that form an integralopshe effective

interest rate) and transaction costs and other premiums or discounts through the expected life of the financial
liability, or (where appropriate) a shorter period, to the net carrying amount on initial recognition.

6) Financial guaranteeontracts

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to make payments when due in accordance with the terms
of a debt insuments.

Financial guarantee contract liabilities are initially measured at their fair values and, if not designated as at FVTPL,
are subsequently measured at the higher of:

the amount of the obligation under the contract, as determined in accordahc&-\WwRS 1037
Provisions, Contingent Liabilities and Contingent Assatsl

the amount initially recognizetess cumulative amortization recognized in accordance with 4RI
1018 Revenue

7) De-recognition of financial liabilities

The Group derecognifei nanci al l'iabilities when the Gr @urpebs obl
difference between the carrying amount of the financial liability derecognized and the consideration paid and
payable is recognized in profit or loss.

(22) Derivativefinancial instruments

The Group enters into a variety of derivative financial instruments to manage its exposure to interest rate and
foreign exchange rate risk, including foreign exchange forward contracts, interest rate swaps adrernss
swaps.

Derivatives are initially recognized at fair value at the date the derivative contract is entered into and are
subsequentlye-measuredo their fair value at the end of each reporting periothe resulting gain or loss is
recognized in profit or lossrimediately unless the derivative is designated and effective as a hedging instrument,
in such case the timing of the recognition in profit or loss depends on the nature of the hedge relationship.
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A derivative with a positive fair value is recognized as a financial asset; a derivative with a negative fair value is
recognized as a financial liability.A derivative is presented as a rourrent asset or a narurrent liability if the
remaining matuty of the instrument is more than 12 months and it is not expected to be realized or settled within
12 months. Other derivatives are presented as current assets or current liabilities.

1) Embedded derivatives

Derivatives embedded in naterivative host contracts are treated as separate derivatives when they meet the
definition of a derivative, their risks and economic characteristics are not closely related to those of the host
contracts and the contracts am measured at FVTPL.

An embedded derivative is presented as aqorent asset or a naurrent liability if the remaining maturity of

the hybrid instrument to which the embedded derivative relates is more than 12 months and it is not expected to be
realized or settled within 12 months. Other embedded derivatives are presented as current assets or current
liabilities.

2) Hedge accounting

The Group designates certain hedging instruments, which include derivatives, embedded derivatives and non
derivativesin respect of foreign currency risk, as either fair value hedges, cash flow hedges or hedges of net
investments in foreign operationsHedges of foreign exchange risk on firm commitments are accounted for as
cash flow hedges.

At the inception of the hedgrelationship, the entity documents the relationship between the hedging instrument
and the hedged item, along with its risk management objectives and its strategy for undertaking various hedge
transactions. Furthermore, at the inception of the hedge anén ongoing basis, the Group documents whether

the hedging instrument is highly effective in offsetting changes in fair values or cash flows of the hedged item.

3) Fair value hedges

Changes in the fair value of derivatives that are designated and qusdfiéfy value hedges are recognized in profit

or loss immediately, together with any changes in the fair value of the hedged asset or liability that are attributable
to the hedged risk. The change in the fair value of the hedging instrument and the eharnbe hedged item
attributable to the hedged risk are recognized in the line afdhsolidatedstatement of comprehensive income
relating to the hedged item.

Hedge accounting is discontinued when the Group revokes the hedging relatioigmghe Bdging instrument
expires or is sold, terminated, or exercisgdwhen it no longer qualifies for hedge accountinghe fair value
adjustment to the carrying amount of the hedged item arising from the hedged risk is amortized to psHit or |
from thatdate.

4) Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges
is recognized in other comprehensive inconmiEhe gain or loss relating to the ineffective portion is recognized
i mmediately in profit or | oss, and is included in th

Amounts previously recognized in other comprehensive income and accumulated in equity are reclassified to profit
or loss in the periods when the hedged item is n@ized in profit or loss, in the same line of ttensolidated
statement of comprehensive income as the recognized hedged Hemever, when the forecast transaction that

is hedged results in the recognition of a {fimancial asset or a neimancial ligbility, the gains and losses
previously accumulated in equity are transferred from equity and included in the initial measurement of the cost of
the nonfinancial asset or nefinancial liability.

Hedge accounting is discontinued when the Group revokdseatiging relationshipvhen the hedging instrument
expires or is sold, terminated, or exercisedwhenit no longer qualifies for hedge accounting. Any gain or loss
accumulated in equity at that time remains in equity and is recognized when the fvegrsasition is ultimately
recognized in profit or loss. When a forecast transaction is no longer expected to occur, the gain or loss
accumulated in equity is recognized immediately in profit or loss.



-27-
5) Hedges of net investments in foreign operations

Hedges of net investments in foreign operations are accountsidnftarto cash flow hedges. Any gain or loss on

the hedging instrument relating to the effective portion of the hedge is recognized in other comprehensive income
and accumulated in the foge currency translation reserveThe gain or loss relating to the ineffective portion is
recognized i mmediately in profit or | oss, and is inc
Gains and losses on the hedging instrument relating to the effectivenpafrthe hedge accumulated in the foreign
currency translation reserve are reclassified to profit or loss in the same way as exchange differences relating to
the foreign operation.

(23) Fair value

Fair value is the price that would be received to sellsaetaor paid to transfer a liability in an orderly transaction
between market participants at the measurement date, regardless of whether that price is directly observable or
estimated using another valuation technigue. estimating the fair value of @sset or a liability, the Group takes

into account the characteristics of the asset or liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date. Fair value for measuréioedisatosure
purposes in these consolidated financial statements is determined on such a basis, excepbémeshpagment
transactions that are within the scope efARS 1102 Sharbased paymenteasing transactions that are within

the scope of KFRS 1017 Leaseand measurements that have some similarities to fair \@altiare not fair value,

such as netealizablevalue in KIFRS 1002 Inventories or value in use iAFRRS 1036 Impairment of Assets.

In addition, for financial reporting purpes, fair value measurements are categorized into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements are observable and the significance of the inputs to
the fair value measurement in its entirety, which are describfedl@ass:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
Group can access at the measurement date

Level 2 inputs are inputs, other than quoted prices included within Level 1, ttdissmable for the

asset or liability, either directly or indirectly

Level 3 inputs are unobservable inputs for the asset or liability.

3. CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY :

In the application of the Group accountipglicies, which are described in Note 2, management is required to
make judgments, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumpiassdcaos historical experience
and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognied in the period in which the estimate is revised if the revision affects only that period or in the
period of the revision and future periods if the revision affects both current and future periods.

(1) Critical judgments in applying accounting policies

Thefollowing are the critical judgments, apart from those involving estimations (see N2fge that the

directors have made in the process of applying the G
effect on the amounts recognizedlie tonsolidatedinancial statements.

(2) Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at

the end of the reporting period, that have a significant riglanging a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.
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1) Defined Benefit Plan

The Groupds defined benefit obligation is deter mined
each ann a | reporting period. Actuari al assumptions are
determining the cost of providing postretirement beneditsh as discount rates, rates of expected future salary
increases and mortality rates. Significantreation uncertainty is likely to persist in making such assumptions

due to the londerm nature of postretirement benefit plan. At the end of this year, defined benefit liability of the

plan is B 52,404,036 thousand (2018 76,036,007 thousand), as detailedNote 19.

2) Valuation of Financial Instruments

As described in Note 6, the Group uses valuation techniques that include inputs that are not based on observable
market data to estimate the fair value of certain type of financial instruments. plateides detailed

information about key assumptions used in the determination of the fair value of financial instruments, as well as
the detailed sensitivity analysis for these assumptiofibe directors believe that the chosen valuation

techniques and asmptions used are appropriate in determining the fair value of financial instruments.

3) Probability on the Realization of Unused Deferred Tax Assets

The Group recognized deferred tax assets arising from the Company, as the Group believed it is pabbable t
sufficient taxable profits will be generated to allow all or part of the asset to be recovidagever, during the
current year, in consideration of operating performance of the Group and estimate of the future operating

performance, the Group did theecognize deferred tax asset®#4,992 million.
4) Uncertainty on the Estimation of the Total Construction Revenue and Total Construction Cost

The measurement of contract revenue is affected by various uncertainties related to the outcome of figture event
The Group recognizes contract revenue allowing for the estimate of the compensation for delay based on past
experience, as the amount of revenue can decrease as a result of damages for breach of contract if the completion
date delayed due to reasonsihtttable to the Companys of December 31, 2016, the maximum amount of
compensation for delayed contractionsH207,659 million, as it was not probable, arising from the contracts

overdue and being negotiated with clients. The Group requested a claitengion for the completion date and
conducted a procedure to prove that there is no reason reasons attributable to the Company.

4. FEINANCIAL INSTRUMENTS SUBJECT TO WITHDRAWAL RESTRICTIONS

Short and longterm financial instruments subject to withdrawal restrictions as of December 31, 2016 and 2015,
consist of the following:

2016 2015

(In thousands of Korean won)

Shortterm financial instruments

Government grant 1,309,701 1,347,447

Guarantees of indebtedness 160,506 208,738

Pledged assets 2,415,199 -
Long-term financial instrumengsl)

Cash and bank deposits 17,000 17,000

Pledged assets 210,000 -
Guarantee deposits

Customs guarantee deposits 405,839 362,788

Guarantees of indebtedness 6,171 7,266

Total 4,524,416 1,943,239

(*1) Long-term financial instrumentsf non-current assetareincludedin the consolidatedtatements of financial
position.

As of December 31, 2016, the Group has depositel®,100million (2015: 22,000 million) into the bank as a
fund for a subcontractor.

1
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5. EINANCIAL INSTRUMENTS BY CATEGORY :

(1) Categorizations of financial instruments as of December 31, 2016 and 2015, are as follows:

2016
Held-to-
Loans and  AFSfinancid maturity
Assets aFVTPL _ receivables assets investments
(In thousands of Korean won)
Cash and cash equivalents - 882,178,52¢ - -
Shortterm financial instruments - 75,622,153 - -
Financial assets held for trading 22,818,283 - - -
Trade receivables - 942,085,42C - -
Due from customers for contract worl - 1,301,015,98¢ - -
Other accounts and notes receivable - 116,713,45¢ - -
AFSfinancial assets - - 36,300,093 -
Held-to-maturity investments - - - 532,965
Derivative financial instruments - - - -
Others - 272,379,914 - -
Total 22,818,283_ 3,589,995 ,45¢ 36,300,093 532,965
2016
Derivatives
designated
as hedges Total Fair values
(In thousand®f Korean won)
Cash and cash equivalents - 882,178,525 882,178,525
Shortterm financial instruments - 75,622,153 75,622,153
Financial assets held for trading - 22,818,283 22,818,283
Trade receivables - 942,085,420 942,085,420
Due fromcustomers for contract work - 1,301,015,98¢ 1,301,015,98€
Other accounts and notes receivable - 116,713,458 116,713,458
AFSfinancial assets - 36,300,093 36,300,093
Held-to-maturity investments - 532,965 532,965
Derivative financial instruments 16,203,411 16,203,411 16,203,411
Others(*) - 272,379,914 272,379,914
Total 16,203,411 __ 3,665,850,208__ 3,665,850,208

(*1) Other financial assets consist of accrued income, $bort loans, deposits and other rmmrent assets
the consolidatedstatements of financial position.

2016
Financial
liabilities Derivatives
measured at designated
amortized cost as hedges Total Fair values
(In thousands of Korean won)
Trade payables and
other payables 1,179,332,711 - 1,179,332,711  1,179,332,711
Borrowings and other
financial liability 1,451,606,90Z - 1,451,606,90z 1,451,606,90Z
Derivative financial
instruments - 25,909,140 25,909,140 25,909,140
Deposits receivedl) 195,545,604 - 195,545,604 195,545,604
Accrued expenses 52,915,130 - 52,915,130 52,915,130
Total 2,879,400,347 25,909,140 __ 2,905,309,487__ 2,905,309,487

(*1) Deposits receivecconsist ofother current liabilitiesand other nosturrentliabilities in the consolidated
statements of financial position.
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2015
Held-to-
Loans and AFSfinancial maturity
receivables assets investments
(In thousands of Korean won)
Cash and cash equivalents 695,733,68¢ - -
Shortterm financialinstruments 113,629,47¢ - -
Trade receivables 736,242,79¢ - -
Due from customers for contract wor  1,519,621,93: - -
Other accounts and notes receivable 118,405,88( - -
AFSfinancial assets - 45,737,69¢ -
Held-to-maturity investments - - 4,655,80C
Derivative financial instruments - - -
Others 381,946,93¢ - -
Total 3,565,580,71( 45,737,69¢ 4,655,80C
2015
Derivatives
designated
as hedges Total Fair values
(In thousands of Korean won)
Cash and casiquivalents - 695,733,68¢ 695,733,68¢
Shortterm financial instruments - 113,629,47¢ 113,629,47¢
Trade receivables - 736,242,79¢ 736,242,79¢
Due from customers for contract wo - 1,519,621,93] 1,519,621,931
Other accounts and notes receivabl - 118,405,88( 118,405,88(
AFSfinancial assetsl) - 45,737,69¢ 45,737,69¢
Held-to-maturity investments - 4,655,800 4,655,800
Derivative financial instruments 9,933,522 9,933,522 9,933,522
Others - 381,946,93¢ 381,946,93¢
Total 9,933,522 3,625,907,731__ 3,625,907,731

(*1) Other financial assets consist of accrued income,-$&ortloans, deposits and other ranmrent assets the
consolidategtatements of financial position.

2015
Financial
liabilities Derivatives
measured at designated
amortized cost as hedges Total Fair values

(In thousands oRorean won)
Trade payables and
other payables
Borrowings and othe
financial liability

1,462,971,661 - 1,462,971,661 1,462,971,661

2,822,051,851 - 2,822,051,851 2,822,051,851

Debentures 10,000 - 10,000 10,000

Derivative financial
instruments - 28,281,451 28,281,451 28,281,451
Deposits received 186,433,080 - 186,433,080 186,433,080
Accrued expenses 41,810,108 - 41,810,108 41,810,108
Total 4,513,276,70C 28,281,451 __4,541,558,151___4,541,558,151
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(2) Income and loss of financial instruments by category for the years ended December 31, 2016 and 2015, are

as follows

FinancialassetsAFS

2016

2015

(In thousands of Korean won)

Gain(loss) on valuationother comprehensive income or loss) (3,441,194) 53,240
Dividend income 3,995,379 1,180,619
Impairment loss (6,768,672) 9,085,641
Loans and receivables
Interest income 15,631,924 10,025,108
(Reversal ofpad debexpenses (47,170,030) (9,470,933)
Other bed debt expenses (50,099) 331,393
Loss on disposal of trade receivables (13,371,878) (6,558,989)
Gain (loss) on foreign currency transaction (1,843,623) 15,551,954
Gain (loss) on foreign currendsanslation 36,888,969 26,096,869
Financial assets &VTPL
Gain (loss) on disposal of financial assets held for trading - 206,967
Gain (loss) on valuation of derivatives - (25,180)
Gain (loss) on derivative transactions - (2,165)
Held-to-maturity investments
Interest income 568,505 811,048
Gain on foreign currency translation (58,224) 275,647
Financial assets and liabilitiesY TPL andderivatives designate
as hedges
Gain (loss) on valuation of foreign excharfgeward contracts 2,435,799 (49,485)
Gain (loss) on foreign exchange forward transactions 3,454,702 (25,144,706)
Gain (loss) on valuation of foreign exchange forward cont
(other comprehensive income or loss) 4,260,796 (9,655,344)

Financialliabilities and measured at amortized cost
Interest expenses
Gain (loss) on foreign currency transactions
Gain (loss) on foreign currency translation

(50,484,641)
(1,723,873)
(35,743,343)

(47,670,980)
(18,330,228)
(13,048,591)

6. FAIR VALUES:

No materi al changes in business environment and ecor

financial assets and financial liabilities occurred during the reporting period.

(1) Management has determined the carrying amounts of financial assets and financial liabilities measured at
amortized cost in theonsolidatedinancial statements to be the same as fair value.

(2) Financial Instruments Measured at Cost

Details offinancial ingsruments measured at cost as of December 31, 2016 and 2015, are as follows:

2016 2015
(In thousands of Korean won)
AFSfinancial assets Nontlisted equities 3,229,761 2,457,501
Equity investments and othe 20,000 20,000
Total 3,249,761 2,477,501

Some of the notisted equitiesequity investments and others are measured at cost because the variability of
estimated cash flows is significant and the probabilities of the various estimates cannot be reasonably assessed.
The Graup has no intention to dispose of the aforementioned financial instruments in the near fihee.
financial assets are expected to be measured at fair values when the fair values can be reliably assessed.
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(3) Fair Value Hierarchy

Fair value hierarchyglassifications of the financial instruments that are measured at fair value or whose fair values
are disclosed as of December 31, 2016 and 2015, are as follows:

2016
Level 1 Level 2 Level 3 Total
(In thousands of Korean won)
Assets
Financial assetaFS 3,366,064 975,000 28,709,26¢  33,050,33Z
Derivative financial instruments - 16,203,411 - 16,203,411
Liabilities
Derivative financial instruments - 25,909,14( - 25,909,14(
2015
Level 1 Level 2 Level 3 Total
(In thousands of Korean won)
Assets
Financial assetaFS 14,957,27( 1,080,00C 27,222,92¢ 43,260,19¢
Derivative financial instruments - 9,933,522 - 9,933,522
Liabilities
Derivativefinancialinstruments - 28,281,451 - 28,281,451

There have been no significant changes in Level 1 and Level 2 for the year ended December 31, 2016.
(4) Changes in the Financial Instruments on Level 3

The changes in the financial instrumenitk evel 3 for the years end&écember 31, 2016 and 2015, are as follows:

2016 2015
(In thousands of Korean won)
Balance as of January 1 27,222,928 26,056,342
Profit or loss recognized as other
comprehensive inconfexpense 1,486,340 1,166,586
Balance as of Decembaf 28,709,268 27,222,928

Yong-in Clean Water Co., Ltchnd Samsung Veolia Incheon Wastewater Co., Ltd., which are-bstethequities,

were recorded at the fair value determined by an independent external institution calculated using reasatable mod
and appropriate estimation. Dividend discount model was used in the calculation of fair value. In preparing the pro
formaconsolidatedinancial statements, economic indicators and situations were taken into considaratiin

was presumed that major business structures of the investee have not changed.

In addition, the Group measured the fair value of investments in Construction Guarantee and others using net asset
value approach.

(5) The Group recognizes events tlatuse movements between levels or movements between levels as
circumstances change.
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(6) Valuation Technique and the Inputs

Valuation techniques and inputs used in the recuaimnon-recurring fair valueneasurements and disclosed fair
values categorizedithin Level 2 and Level 3 of the fair value hierarchy as of December 31, 2016,falleas:

Range of inputs
Fair value Level Valuation techniques Inputs (weighted average)
(In thousands of Korean won)

AFSfinancialassets

Yong-in Clean Water Co., Lt 10,114,051 3 Discounted cash flow Discount rate before ta> 8.16 10.16(9.16)%
Samsung Veolia 11,941,38: 3 Discounted cash flow Discount rate before ta» 13.55 15.55(14.55)%
Shinwon C.C. 975,00C 2 Market approach Quotedprice -
Construction Guarantee and 3 Net asset value approac Growth rate, discount )
others 6,653,837 rate and others
Derivatives
Foreign currency forward 2 Present value technique Foreign currency forwar )
(23,756,694 exchange rate
Interest rate Swap 5 Market approach Interest rate, discount re )
(595,335 and others
Currency Swap 2 Present value technique Exchange rate, discou )
14,646,30( rate and others

(7) Valuation Processes for Fair Value Measurements Categorized \Méih 3

The Groupbés finance team performs the fair val ue m
includingLevel 3 fair values. This team reports valuation processes and results at least once every year in line with
t he Gr o-emgréporting dates.

(8) Sensitivity analysis for Recurring Fair Value Measurements Categorized within Level 3

Sensitivity analysis of financial instruments is performed to measure favorable and unfavorable changes in the
fair value of financial instrumentbatare affected by the unobservable parameters using a statistical technique.
When the fair value is affected by more than two input parameters, the amounts represent the most favorable or
most unfavorable. Level 3 financial instruments subject to the sétysinalysis are equity securities whose

changes in fair values are recognized as other comprehensive income.

The results of the sensitivity analysis for the effect on other comprehensive income from changes in inputs for the
aforementioned equity sedties are as follows:

2015 2016
Favorable Unfavorable Favorable Unfavorable
changes changes changes changes
(In thousands of Korean won)

Financial assets
AFSfinancial
assets(*1) 1,256,847 (1,142,297 1,321,104 (1,166,866
(*1) Changes in their fair values are calculated by increasing or decreasing the discount rate before tax. Favorable
changes reflect a 1% decrease in discount rate before tax, and unfavorable changes reflect a 1% increase in
discount rate &fore tax

(9) Reclassification of financial assets

There have been no reclassified financial assets due to changes in purpose or use for the year ended December 31,
2016.
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7. TRANSFERS OF FINANCIAL ASSETS:

Trade receivables that were transferred to Samsung Card and four other financial institutions and derecognized
from theconsolidatedinancial statements amount to 2,487,548nillion for the year ended December 31, 2016
(2015: 1,751,664 million) In relation to the transactions, loss on disposal df3,372million (2015: 6,559

million) was recognized at the transfer date. In addition, the Group continues involvement in case of natural
disasters.

The information i n mnwnhiavwlvementigas followse Gr oupdés contii

2016
Carrying amount of continuing involvement
in theconsolidatedtatement of financial position

Undiscounted

cash outflows to Financial Maximum
Type of continuing repurchase  Financial assets AFS liabilities at exposure to
involvement transferred asset held for trading financial assets FVTPL losq*2)
(In thousands of Korean won)
Written put optionél) 56,799,50( - - - 56,799,50(

(*1) Written put optiorrelated to natural disaster
(*2) This amount of receivables is not past due as of December 31, 2016, and the terms to maturity are less than

two years.
2015
Carrying amount of continuing involvement
in theconsolidatedtatement of financiglosition
Undiscounted
cash outflows to Financial Maximum
Type of continuing repurchase  Financial assets AFS liabilities at exposure to
involvement transferred asset held for trading financial assets FVTPL losq*2)
(In thousands of Korean won)
Written put optiongl) 55,084,00( - - - 55,084,00(

(*1) Written put option related to natural disaster
(*2) This amount of receivables is not past due as of December 31, 2015, and the terms to maturity are less than
three years.

8. TRADE AND OTHER RECEIVABLES :

Trade and other receivables of December 31, 2016 and 2015, are as follows:

2016
Due from customer.
Trade receivables _ for contract work  Other receivables
(In thousands of Korean won)

Receivablesot past due 944,791541 1,301,015,98¢€ 117,860,748

Impaired receivables 114,437,133 4,962,356 139,058

1,059,228,674 1,305,978,342 117,999,806

Allowance for bad debts (117,143,254 (4,962,356 (1,286,348)
Present valuef discount

account - - -
942,085,420 1,301,015,98¢€ 116,713,458
2016

Advanced payment _ Shortterm loans _Longterm loans(*1)
(In thousands of Korean won)

Receivables not past due 206,538,477 9,885,363 24,678,889
Impaired receivables 421,359 1,628,979 -
206,959,836 11,514,342 24,678,889
Allowance for bad debts (1,415,507 (1,628,979 -
Present valuef discount
account - - (6,289,967

205,544,329 9,885,363 18,388,922
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2015

Trade receivables

Due from customer
for contract work Other receivables

(In thousands of Korean won)

Receivables not past due 737,600,366 1,519,621,931 119,100,175
Impaired receivables 20,559,493 4,874,323 -
758,159,859 1,524,496,254 119,100,175
Allowance for bad debts (21,917,061 (4,874,323 (694,295)
Present valuef discount
account - - -
736,242,798 1,519,621,931 118,405,880

2015

Advanced payment

Shortterm loans  _Long-term loans(*1)

(In thousands of Korean won)

Receivables not padue 362,569,824 12,180,790 28,283,013
Impaired receivables 421,359 1,608,644 -
362,991,183 13,789,434 28,283,013
Allowance for bad debts (2,020,085 (1,608,644 -
Present valuef discount
account - - (5,916,457
360,971,098 12,180,790 22,366,556

(*1) Long-term loans are included in ot

The aging analysis of trade and other receivables not past due as of December 31, 2016 and 2015, is as follows:

her noarrent asset® the consolidatedstatement of financial position.

2016
Less than 1 1yeai2 More than2 years
year overdue _ years overdue overdue Total
(In thousands of Korean won)

Trade receivables 865,980,822 38,150,603 40,660,116 944,791,541
Due from customers for

contract work 1,033,185%57 94,349,56: 173,480,76! 1,301,015,98
Other receivables 91,511,677 23,349,095 2,999,976 117,860,748
Shortterm loans 3,203,764 - 6,681,599 9,885,363
Longterm loans 252,367 797,222 23,629,300 24,678,889

2015
Less than 1 1 yeai2 More than? years
yearoverdue _ years overdue overdue Total
(In thousands of Korean won)

Trade receivables 581,739,677 125,981,135 29,879,554 737,600,366
Due from customers for

contract work 965,542,61! 522,157716 31,921,60( 1,519621,931
Other receivables 112,856,994 360,327 5,882,854 119,100,175
Shortterm loans 8,080,790 4,100,000 - 12,180,790
Longterm loans 1,003,935 2,652,102 24,626,976 28,283,013

The age of trade and other receivables is analyzed based on tidheaténe receivables occurred.
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2016
Provision for
Balance as of receivables Unusedamounts Balance as of
January 1 impairment reversed and other December 31
(In thousands of Korean won)
Trade receivables (21,917,061 (47,081,997 (48,144,195 (117,143,253
Due from customers for
contract work (4,874,323 (88,033 - (4,962,356
Otherreceivables (694,295 (1,428,446 836,393 (1,286,348
Shortterm loans (1,608,644 (154,002 133,667 (1,628,979
Advanced payments (2,020,08% (65,349 669,925 (1,415,507
(31,114,408 (48,817,82% (46,504,210 (126,436,443
2015
Provision for
Balance as of receivables Unused amounts Balance as of
January 1 impairment reversed and other December 31
(In thousands of Korean won)
Trade receivables (31,468,958 (1,606,528 11,158,425 (21,917,061
Due fromcustomers for

contract work (6,675,016 (2,029,134 3,829,827 (4,874,323
Other receivables (420,513 (635,482 361,700 (694,295
Shortterm loans (1,508,722 (331,392 231,470 (1,608,644
Advanced payments (2,166,348 (349,115 495,378 (2,020,08%
(42,239,55Y (4,951,65) 16,076,800 (31,114,408

9. EINANCIAL ASSETS HELD FOR TRADING :

Financial assets held for trading of Decenmikr2016 and 201%yre as follows

2016 2015

Equity-linked derivatives

10. AES FINANCIAL ASSETS:

(In thousands of Korean won)
22,818,283 -

The changes iAFS financial assetfor the years ended December 31, 2016 and 20&5s follows:

2016 2015
(In thousands of Korean won)
Balance as of January 1 45,737,699 54,714,232
Acquisition andransfer 765,500 61,989
Valuation (3,441,194 53,240
Impairment (6,768,672 (9,085,641
Otherg*1) 6,760 (6,127
Balance as of December 31 36,300,093 45,737,699

(*1) Others include amounts from changes in foreign exchange rates.
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Financial asset8FS as of December 31, 2016 and 2015, consist of the following:

2016 2015
Acquisition Recorded Recorded
Details Cost Book value Book value

(In thousandsf Korean won)
Listed equities

(excludesequitymethodinvestments (1) 56,914,544 3,366,064 14,957,270
Non-listed equities
(excludesequity-method investments  (2) 22,669,058 26,260,194 24,220,749
Investments in partnerships 3) 5,026,663 6,673,835 6,559,680
Total 84,610,265 36,300,093 45,737,699
(1) Listed equities
Number of Recorded Recorded
sharesowned Ownership(%) _Acquisition cost bookvalue bookvalue
(In thousandsf Korean won)
iMarket Korea Inc. 323,66( 0.90 161,830 3,366,064 8,188,598
POSCO Plante¢1) 5,206,67: 2.88 56,752,714 - 6,768,672
Total 56,914,544 3,366,064 14,957,270

(*1) POSCO Plantebave been disted during April 2016and the Group recognized impairment loss of
6,769 million (2015: 9,085 million). The difference between the acquisition cost and the book value
of the above list is recognized in other components of equity as partwhulated other comprehensive
gains (gain or loss on valuation of financial as#dtS) after taking into consideratiche taxhatis
recognized directly in equity.

(2) Nontlisted equities

2016 2015
Number Recorded
of shares Ownershig  Acquisition bookvalue Recorded
owned (%) cost (market value _ bookvalue
(In thousandef Korean won)

Yong-in Clean Water Co., Ltd. 2,006,35¢  19.9 10,031,78¢ 10,114,051 10,218,381
Samsung Veolia 1,436,29¢  19.9 7,181,490 11,941,381 10,464,867
Dongbu Environment Co., Ltd. 392,04C 198 1,960,200 1,960,200 1,960,200
Entech Enc. Co., Ltd. 51,00C 9.6 294,218 26,847 26,848
Poonglim Industrial Co. Ltd. 10,991 0.1 56,937 56,937 56,936
Veolia Samsun@perating Co., Ltc 1,99C 19.9 9,950 9,950 9,950
Incheon United~ootball Club 2,000 0.0 5,000 104 104
Asan Smart Water 195,60C 15.0 978,000 978,000 212,500
Dongyang Engineering and

Construction Corp 205 0.0 231,470 - -
Lotte Advanced Materials

(Thailand) Co.Ltd. (*1) 58,80C  49.0 203,274 197,724 190,963
(Membership Right)
Shinwon C.C. 5 07 1,716,730 975,000 1,080,000

Total 22,669,05¢ 26,260,194 24,220,74¢

(*1) The name of the company was changge8amsug Chemical (Thailand) Co., Ltd’he Group does not have
significant influence over Lotte Advanced Materials (Thailand)l@d. asthe voting rights are restricted to
be exercised by arrangements with other shareholders.
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(3) Investments in Partnerships

2016 2015
Number Recorded
of shares Ownershig  Acquisition bookvalue Recorded
owned (%) cost (market value _bookvalue
(In thousandsf Korean won)
Construction Guarantee 4,429 0.11 4,828,995 6,350,699 6,242,188
Plant & Mechanical Contractor:
Financial Cooperative of Korea 74 0.01 67,192 70,228 70,040
El ectronic Cont
Financial Cooperative 300 0.01 57,941 96,709 96,083
Information & Communication
Financial Cooperative 100 o0.01 20,967 36,534 35,859
Korea Electric Engineers
Association 200 0.12 20,000 37,400 36,260
Engineering FinanciaCooperative 113 0.02 11,568 62,265 59,250
Fire Guarantee, Seoul Division 40 0.02 20,000 20,000 20,000
Total 5,026,663 6,673,835 6,559,680

The Grouphas recognized impairment loss on the investments whose book values are not expected to recover in
the near future. Details of accumulated impairment lossesA$tE securities as of Deasber 31, 2016, are as
follows:
Accumulatedmpairment Losses
(In thousands of Korean won)

POSCO Plantec 56,752,714
Entech Enc. Co., Ltd. 267,372
Incheon United Football Club 4,896
Dongyang Construction Industry 231,470

Total 57,256,452

Changes in gain and loss frokiS securities recorded as other comprehensive indonmée years ended
December 31, 2016 and 20Hse as follows:

2016 2015

(In thousands oKorean won)
Balance as of January 1 9,393,912 9,353,556
Valuationamount (3,441,194 53,240
Deferred income tax 832,769 (12,889
Balance as of December 31 6,785,487 9,393,912
11. HELD -TO-MATURITY SECURITIES :

Held-to-maturity securities consist of government and public bonds. Details otdretdturity securities as of
December 31, 2016 and 2015, are as follows:

Maturity 2016 2015
(In thousands of Korean won)
Within 1 year 91,610 4,189,970
Government and public boncMore thanl year but within 7
years 441,355 465,830

Total 532,965 4,655,800
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12. OTHER ASSETS:

Details ofotherassets as of December 31, 2016 and 2015, are as follows:

Accruedincome
Prepaidvalueadded tax
Guarante@leposits
Long-termfinancialinstruments -
Longtermloans
Long-termreceivables other -
Total

2016 2015
Current Non-Current Current Non-Current
(In thousands of Korean won)
1,861,736 - 1,105,761 -
5,227,550 - 30,546,574 -
763,623 - - -
227,000 - 83,537,000
- 18,388,922 - 22,736,610
697,840 - 860,616
7,852,909 19,313,762 31,652,335 107,134,226

13. INVESTMENTS IN ASSOCIATES AND JOINT VENT URE:
(1) Details of associates and joint venture of @reup as of December 31, 2016 and 2015, are as follows
2016 2015
Recordedook Recordedook
Investee Region _Ownership (% value Ownership (%) value
Associates (In thousands of Korean won)
Muharrag STP Compar
B.S.C(*1) Bahrain 4.57 3,123,881 4.57 2,011,967
Muharraqg Holding
Company 1 Limited Bahrain 45.00 25,619,065 45.00 19,232,294
Cheonan ecenergy Domestic 29.40 1,719,693 29.40 1,371,219
Joint Venture
Offshore 1 Consulting
Corporation USA 49.00 422 722 49.00 412,298
Total 30,885,361 23,027,778
(*1) Although the Company holds less than 20% of the equity shakshafraq STP Company B.S,Che equity
met hod was applied as the Company can e xdeectors. i

nfl

U ¢

(2) Changes in investments in associates and joint venture for the years ended December 31, 2016 and 2015, are

as follows:

At January 1
Share of profit
Others

At December 31

At January 1
Share of profit
Others

At December 31

2016
(In thousands of Korean won)
Muharraq
Muharraqg STP Holding Offshore 1
Company Company 1 Cheonareco Consulting
B.S.C Limited energy Corporation Total
2,011,967 19,232,294 1,371,219 412298 23,027,778
783,738 3,650,084 348,474 (2,089) 4,780,207
328176 2,736,687 - 12,513 3,077,376
3,123,881 25,619,065 1,719,693 422,722 30,885,361
2015
(In thousands of Korean won)
Muharraq
Muharrag STI  Holding Offshorel
Company Company 1 Cheonan eco Consulting
B.S.C Limited energy Corporation Total

1,250,180 12,063,822 1,970,357 546,596 15,830,955
413,615 4,257,552 (599,138) (163,914) 3,908,115
348,172 2,910,920 - 29,616 3,288,708
2,011,967 19,232,294 1,371,219 412,298 23,027,778
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(3) Summary of condensed financial information of major associates, details of adjustments from the book
value of investments in associates and dividends received from associates as of and for the years ended
December 31, 2016 and 2Q¥8e adollows:

2016
Muharraq Holdinc Offshore 1
Muharrag STP Company 1 Cheonan eco Consulting
Company B.S.C Limited energy Corporation
(In thousands of Korean won)
Current assets 23,836,558 31,608 9,430,448 862,699
Non-currentassets 403,069,158 123,108,765 67,036,626 -
Current liabilities 5,491,246 66,209,118 6,995,133 -
Non-current liabilities 349,917,106 - 56,659,856 -
Equity 71,497,362 56,931,255 12,812,086 862,699
Ownership percentage 4.57% 45.00% 29.40% 49.00%
Net assets of equity shares 3,264,033 25,619,065 3,766,749 422,722
Unrealized gains and losse (140,153 - (2,047,056 -
Book value of associates 3,123,881 25,619,065 1,719,693 422,722
2015
Muharraqg Holding Offshore 1
Muharraq STP Company 1 Cheonan eco Consulting
Company B.S.C Limited energy Corporation
(In thousands of Korean won)
Current assets 24,038,355 30,885 4,972,569 561,091
Non-current assets 400,833,754 113,724,048 71,277,939 280,333
Current liabilities 5,823,856 71,016,502 4,848,143 -
Non-current liabilities 363,854,547 - 59,388,095 -
Equity 55,193,706 42,738,431 12,014,270 841,424
Ownership percentage 4.57% 45.00% 29.40% 49.00%
Net assets of equity shares 2,519,731 19,232,294 3,532,191 412,298
Unrealized gains and losse (507,764 - (2,160,972 -
Book value of associates 2,011,967 19,232,294 1,371,219 412,298
2016
Muharraq Holdin¢ Offshore 1
Muharraq STP Company 1 Cheonareco Consulting
Company B.S.C Limited energy Corporation
(In thousands of Korean won)
Profit 35,235,903 35,235,903 23,779,181 -
Operating income 26,638,329 26,638,329 5,746,974 (545)
Net income (loss) 8,805,820 7,911,964 783,893 (4,733)
Othercomprehensive
income (7,884,452 (7,182,676 - 91,790
Total comprehensive incon 921,369 729,288 783,893 87,057
2015
Muharraq Holding Offshore 1
Muharraq STP Company 1 Cheonan eco Consulting
Company B.S.C Limited energy Corporation
(In thousands of Korean won)
Profit 38,123,816 - 5,940,97: -
Operating income 27,377,919 - 1,303,47: -
Net income (loss) 10,830,969 9,461,226 396,62¢ (334,517
Othercomprehensive
income -

Total comprehensiviacome 10,830,969 9,461,226 396,62¢ (334,517
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