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Independent Auditors’ Report

English Translation of a Report Originally Issued in Korean

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

We have audited the accompanying consolidated financial statements of Hankook Tire Co., Ltd. and its subsidiaries
(collectively, the “Group™). The consolidated financial statements consist of the consolidated statement of financial
position as of December 31, 2012, and the related consolidated statement of comprehensive income, consolidated
statement of changes in shareholders’ equity and consolidated statement of cash flows, all expressed in Korean won,
for the four months starting from September 1, 2012 to December 31, 2012, all expressed in Korean won. The
Group’s management is responsible for the preparation and fair presentation of the consolidated financial statements
and our responsibility is to express an opinion on these consolidated financial statements based on our audit. We did
not audit the financial statements of other subsidiaries whose financial statements represent 51.9% of the Group’s
consolidated total assets as of December 31, 2012. Those subsidiaries represent 62.9% of the Group’s consolidated
total sales for the four months ended December 31, 2012.

We conducted our audit in accordance with auditing standards generally accepted in the Republic of Korea. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of the Group as of December 31, 2012, and its results of operations and its cash flows for the four
months starting from September 1, 2012 to December 31, 2012, in conformity with Korean International Financial
Reporting Standards.

Accounting principles and auditing standards and their application in practice vary among countries. The
accompanying consolidated financial statements are not intended to present the financial position, results of
operations and cash flows in accordance with accounting principles and practices generally accepted in countries
other than the Republic of Korea. In addition, the procedures and practices utilized in the Republic of Korea to audit
such financial statements may differ from those generally accepted and applied in other countries. Accordingly, this
report and the accompanying consolidated financial statements are for use by those knowledgeable about Korean
accounting principles and auditing standards and their application in practice.

DeLoiygy Anjin LLC

March 14,2013

Notice to Readers

This report is effective as of March 14, 2013, the auditors' report date. Certain subsequent events or circumstances
may have occurred between the auditors' report date and the time the auditors' report is read. Such events or
circumstances could significantly affect the accompanying consolidated financial statements and may result in
modifications to the auditors’ report.




HANKOOK TIRE CO., LTD. AND ITS SUBSDIARIES
(“THE GROUP”)

CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE FOUR MONTHS ENDED DECEMBER 31, 2012

The accompanying consolidated financial statemamtijding all footnote disclosures, were
prepared by and are the responsibility of Hankow& To., Ltd.

Seo, Seung Hwa
Chief Executive Officer
Hankook Tire Co., Ltd.



HANKOOK TIRE CO., LTD.
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS OF DECEMBER 31, 2012

Notes 2012
(Korean won in thousands)
ASSETS

CURRENT ASSETS:
Cash and cash equivalents 34,35 W 485,612,512
Short-term financial assets 3,33,35 194,283,138
Trade and other accounts receivable 4,14,33,35 1,184,405,376
Inventories 7,35 1,391,723,116
Other financial assets 6,35 1,718,890
Other current assets 8 79,123,789
TOTAL CURRENT ASSETS 3,336,866,821

NON-CURRENT ASSETS:

Long-term financial assets 3,35 94,550
AFS financial assets 5,35 2,776,458
Property, plant and equipment 10,36 3,571,590,662
Investment property 11 50,113,341
Intangible assets 12 116,615,826
Other financial assets 6,35 14,216,853
Other non-current assets 8,36 2,461,283
Deferred tax assets 29 87,718,650

TOTAL NON-CURRENT ASSETS 3,845,587,623

TOTAL ASSETS W 7,182,454,444

(Continued)



HANKOOK TIRE CO., LTD.
CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTI NUED)
AS OF DECEMBER 31, 2012

LIABILITIES AND SHAREHOLDERS' EQUITY

Notes 2012

CURRENT LIABILITIES:

Trade and other accounts payable
Short-term borrowings and current

portions of long-term financial liabilities
Current tax liabilities

Other financial liabilities
Other current liabilities

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES:
Long-term borrowings and debentures
Retirement benefit obligation
Other provisions
Other financial liabilities

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

SHAREHOLDERS' EQUITY
Capital stock
Other paid-in capital
Retained earnings
Other equity
Non-controlling interest

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES
AND SHAREHOLDERS'’ EQUITY

(Concluded)

(Korean won in thousands)

13,3335 W 939,616,371
14,35 1,933.292.680
59,237,169

15,35 303,164
18 58.622.840
2.991.072.224

14,35 883,936,980

16 16,223,863
17,35 65,883,993
1535 3.851.763
969,896,599

3.960,968.823

19 61,937,535
19.20 2.992.377,720
21 211,566,946
22 (53,812,775)
9,416,195

3.221.485.621

W 7.182.454,444

See accompanying notes to consolidated finanatstents.



HANKOOK TIRE CO., LTD.
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE FOUR MONTHS ENDED DECEMBER 31, 2012

2012
(Korean won in thousands,
Notes except for income per share data)

SALES 23,32,33 W 2,317,223,404
COST OF SALES 23,30,33 (1,561,773,167)
GROSS PROFIT 755,450,237
Selling expenses 24,30,33 (230,195,508)
Administrative expenses 24,30,33 (169,104,209)
Research and development expenses 30 (47,558,338)
OPRERATING INCOME 308,592,182
Financial income 25 13,767,112
Financial expense 26 (50,928,604)
Other operating income 27 110,828,640
Other operating expense 28 (88,730,974)
INCOME BEFORE INCOME TAX EXPENSE 293,528,356
INCOME TAX EXPENSE 29 (62,514,281)
NET INCOME W 231,014,075
OTHER COMPREHENSIVE INCOME(LOSS) W (74,106,831)
Items not to be reclassified subsequently to pafit

loss:

Actuarial losses on retirement benefit obligation 16,21 (26,536,452)

Tax effects on the other comprehensive income 6,413,977

(20,122,475)

Items to be reclassified subsequently to profibses:

Gains on valuation of AFS financial assets 22 W (36,522)
Loss on valuation of foreign exchange forward 22

contract (303,164)
Exchange differences on translating foreign 22

operations (52,643,140)
Tax effects on the other comprehensive income 29 (1,001,530)

(53,984,356)

COMPREHENSIVE INCOME W 156,907,244

NET INCOME ATTRIBUTABLE TO:
Owners of the Company W 231,568,971
Non-controlling interests (554,896)

(Continued)



HANKOOK TIRE CO., LTD.
CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTI NUED)
AS OF DECEMBER 31, 2012

2012
(Korean won in thousands,
Notes except for income per share data)
COMPREHENSIVE INCOME
ATTRIBUTABLE TO:

Owners of the Company W 157,754,172
Non-controlling interests (846,928)
NET INCOME PER SHARE (Korean won) 31

Basic and diluted income per share W 1,870

(Concluded)

See accompanying notes to consolidated finanatstents.



HANKOOK TIRE CO., LTD.
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE FOUR MONTHS ENDED DECEMBER 31, 2012

(Korean won in thousands)

Other paid-in capital

Additional paid-in Non-controlling
Capital stock capital Treasury stocks Retained earnings  Other Controlling equity interests Total
As of September 1, 2012 W 61,937,535 W 2,993,465,738 W - W - W - W 3,055,403,273 W 10,263,122 W 3,065,666,395
Comprehensive income
Net income - - - 231,568,971 - 231,568,971 (554,896) 231,014,075
Gain on valuation of AFS financial assets,
net - - - - (38,289) (38,289) 278 (38,011)
Loss on valuation of foreign exchange
forward contract, net - - - - (229,798) (229,798) - (229,798)
Exchange differences on translating foreign
operations - - - - (53,544,688) (53,544,688) (171,859) (53,716,547)
Actuarial losses on retirement benefit
obligation - - - (20,002,025) - (20,002,025) (120,450) (20,122,475)
Acquisition of treasury stock - - (1,088,018) - - (1,088,018) - (1,088,018)
As of December 31, 2012 W 61,937,535 W 2,993,465,738%  (1,088,018)%W 211,566,946 W (53,812,775)W 3,212,069,426 W 9,416,195 W 3,221,485,621

See accompanying notes to consolidated financtrsients.



HANKOOK TIRE CO., LTD.
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE FOUR MONTHS ENDED DECEMBER 31, 2012

2012
(Korean won in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash generated from operating activities

Net income 231,014,075

Adjustment
Income tax expense 62,514,281
Interest income (4,997,222)
Interest expense 24,403,520
Gain on foreign currency translation (38,033,436)
Loss on foreign currency translation 39,408,915
Loss on disposal of available-for-sale securities 3,902
Loss on valuation of inventories 4,736,879
Loss on disposal of inventories 822,817
Loss on disposal of trade receivable 807,919
Reversal of allowance for doubtful accounts (2,053,664)
Other provision for doubtful accounts 1,603,133
Gain on disposal of property, plant and equipment 614(706)
Loss on disposal of property, plant and equipment ,0141335
Loss on property abandoned 1,999,564
Depreciation of property, plant and equipment 133,335,873
Depreciation of investment property 82,200
Amortization of intangible assets 1,748,436
Provision for other allowance 3,520
Sales damage expense 10,550,351
Employee benefits 657,823
Provision for severance benefits 12,532,710

253,527,150

Changes in operating assets and liabilities:
Decrease of short-term financial assets 54,805,341
Decrease in trade receivables 152,383,307
Increase in other accounts receivables (32,044,617)
Decrease in accrued income 54,164,181
Increase in advance payments (3,995,993)
Increase in prepaid expenses (7,122,872)
Decrease in prepaid value added tax 6,453,865
Decrease in deposits of acceptances and guarantees 26,702
Increase in inventories (36,066,014)
Increase in leasehold deposits provided (2,151,321)
Decrease in other current assets 2,321,616
Decrease in other non-current assets 5,523,228
Decrease in trade payables (77,794,775)
Increase in accounts payable 146,172,487
Increase in accrued income taxes 15,240,193

Decrease in accrued expenses
Decrease in advances from customers

(107,211,930)
(25,214,105)

Decrease in deposits (26,360,281)
Decrease in unearned revenue (4,521,325)
Decrease in other current liabilities (2,843,360)

(Continued)



HANKOOK TIRE CO., LTD.
CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE FOUR MONTHS ENDED DECEMBER 31, 2012

2012
(Korean won in thousands)
Payment of severance indemnities (979,041)
Decrease in plan assets (49,402,537)
Increase in rental deposits 71,222
Decrease in derivatives (266,078)
Compensation for sales damages (10,753,113)
50,434,780
534,976,005
Interest revenue received 6,908,764
Interest expense paid (24,468,238)
Income tax paid (23,551,858)
Net cash provided by operating activities: 493,883
CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of AFS securities (129,789)
Disposal of AFS securities 118,763
Acquisition of property, plant and equipment (207,041,832)
Disposal of property, plant and equipment 7,409,866
Acquisition of intangible assets (3,311,353)
Disposal of other financial assets 327,120
Net cash used in investing activities: W (202,627,225)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from short-term borrowings 400,037,511
Proceeds from long-term borrowings 11,098,802
Repayment of short-term borrowings (779,323,565)
Acquisition of treasury stock (1,088,018)
Net cash used in financing activities: (369,278)27
NET DECREASE
IN CASH AND CASH EQUIVALENTS (78,037,822)
CASH AND CASH EQUIVALENTS
ACQUIRED BY SPIN-OFF 569,258,142
CHANGES IN CASH AND CASH EQUIVALENTS
DUE TO FOREIGN CURRENCY TRANSLATION (5,607,808)
CASH AND CASH EQUIVALENTS,
END OF THE YEAR W 485,612,512
(Concluded)

See accompanying notes to consolidated finanatstents.



HANKOOK TIRE CO., LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENT
AS OF AND FOR THE FOUR MONTHS ENDED DECEMBER 31, 2012

1. THE GROUP:

Hankook Tire Co., Ltd.( Parent Company, the “Compaand its subsidiaries (the “Group”), was spuharf
September 1, 2012 from Hankook Tire Worldwide Ctd, (formerly Hankook Tire Co., Ltd.) to manufatuand
sell tires, tubes and alloy-wheels. On Octob&M,2, the Group offered its shares for public owhigr and all of
the Group’s shares were registered with the Koredndnge. The Group’s headquarters are locatecagiam-
Gu, Seoul and two manufacturing factories are k@t Daejeon and Kum-san.

As of December 31, 2012, the Group’s shareholderas follows:

Number of Percentage of
shares owned ownership (%)

Yang Rai Cho 19,807,897 15.99
Hyun Bum Cho 8,789,241 7.10
Hyun Shick Cho 7,177,241 5.79
Hankook Tire Worldwide Co., Ltd. 5,697,653 4.60
Others"” 82,403,037 66.52

123,875,069 100.00

(* Including 22,388 shares in treasury stock as ofebder 31, 2012.

Meanwhile, the Group's consolidated financial stegets for annual shareholders’ meeting have beefiro®d by
the board of directors on February 26, 2013.

2. SIGNIFICANT ACCOUNTING POLICIES:

(1) Basis of preparing consolidated financial statement

The Group has adopted the Korean Internationaln€éishReporting Standards (“K-IFRS”) for the annpatiod
beginning on September 1, 2012.

Major accounting policies used for the preparatibthe consolidated financial statements are stagdalv. The
accompanying consolidated financial statements baea prepared on the historical cost basis eXoepertain
accounts and financial instruments that are medstresvalued amounts or fair values, as explainédie
accounting policies below. Historical cost is gatig based on the fair value of the consideratioren in
exchange for assets.

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

K- IFRS 1107Financial Instruments: Disclosures — Transfers afdfcial Assets

The Group may have transferred financial assetsiéh a way that part or all of the transferredrfeial assets do
not qualify for derecognition. The amendments #FRS 1107 increase the disclosure requirements for
transactions involving transfers of financial assetorder to provide greater transparency arobadature of the
transferred assets, the nature of the risks androsaof ownership to which the Group is exposedcidgtion of the
nature of the relationship between the transfeaesibts and the associated liabilities and carmahge of the
associated liabilities.



When the Group continues its involvement on thedi@red assets although the transferred assetiesreognized
in their entirety, the Group discloses the carryamgounts of the transferred assets and the assddiabilities and
information showing the maximum exposure to losEhe disclosures due to the application of thesendments
are disclosed in Note 35.

K- IFRS 1001Presentation of Financial Statement

The Group changed the calculation method of opegaticome in accordance with the revision of tlmdards,
whereby the operating income is calculated by sihitig the cost of sales and selling and adminig&@xpenses
from sales. Operating income classification chaggine to the change in accounting policy was a@plie
retroactively and a comparative income statemergvigitten to reflect changes according to retrivacapplication.

Amendments to K-IFRS 101Deferred Tax — Recovery of Underlying Assets

The amendments to K-IFRS 1012 provide an exceptidhe general principles in K-IFRS 1012 that the
measurement of deferred tax assets and deferrdiddities should reflect the tax consequencexd thould follow
from the manner in which the Group expects to rectlve carrying amount of an asset. Investmeriquty or a
non-depreciable asset measured using the revaluatidel in K-IFRS 101@roperty, Plant and Equipmerg
presumed to be recovered through sale for the gegof measuring deferred taxes, unless the prégumip
rebutted in certain circumstances. The Group doésnticipate that these amendments referred abibveave a
significant effect on the Group’s financial statense

K-IFRS 2114The Limit on a Defined Benefit Asset, Minimum FogdRequirements and their interaction

The amendments to K-IFRS 2114 require recogniziegstirplus of the paid contribution minus the deibenefit
obligation. The Group does not anticipate thataimendments referred above will have a signifiedietct on the
Group’s consolidated financial statements.

2) Enactments and amendments of the K-IFRS

The Group has not applied the following new andsex K-IFRSs that have been issued but are natffesttive:

Amendments to K-IFRS 103inancial Instruments: Presentation

The amendments to K-IFRS 1032 clarify existing agpion issue relating to the offset of financiabats and
financial liabilities requirements. Specificalthe amendments clarify the meaning of ‘currently Adegally
enforceable right of set-off’ and ‘simultaneouslicion and settlement’.

Group’s right to offset must not be conditionaltba occurrence of future events but enforceablérmeyduring the
contract periods, during the ordinary course offmss with counterparty, a default of counterpartgt master
netting agreement or in some forms of non-recoded#. The amendments to K-IFRS 1032 are effeftive
annual periods beginning on January 1, 2014. Thoeisis in the process of evaluating the impacthenfinancial
statements upon the adoption of amendments.

Amendments to K-IFRS 11(Financial Instruments: Disclosures

The amendments to K-IFRS 1107 are mainly focusimgresentation of the offset between financial sssed
financial liabilities. The amendments to K-IFR)TJare effective for annual periods beginning oafter
January 1, 2013. The Group is in the process aluating the impact on the financial statementsupe
adoption of amendments.

Amendments to K-IFRS 1110onsolidated Financial Statements

The amendments to K-IFRS 1110 include a new defmidf control that contains three elements: (aygroover an
investee; (b) exposure, or rights, to variablerretdrom its involvement with the investee; andtfe ability to use
its power over the investee to affect the amounhefinvestor’s return. This standard is effecfiveannual
periods beginning on or after January 1, 2013. Gtwup is in the process of evaluating the impacthe
consolidated financial statements upon the adomti@mendments.



K-IFRS 1113Fair Value Measurement

K-IFRS 1113 establishes a single source of guidéorckir value measurements and disclosures alagutalue
measurements. The standard defines fair valughlesdties a framework for measuring fair value, agliires
disclosures about fair value measurements. K-IERE3 is effective for annual periods beginning oafter
January 1, 2013, with earlier application permittedhe Group is considering the effect on the assolidated
financial statements

(2) Basis of Consolidation

The consolidated financial statements incorpoffadinhancial statements of the Group and entitredy(ding
special purpose entities) controlled by the Gratgpsubsidiaries). Control is achieved where theup has the
power to govern the financial and operating pofi@éan entity so as to obtain benefits from itévées.

Income and expenses of subsidiaries acquired posisl of during the year are included in the codatsdd
statement of comprehensive income from the effedate of acquisition and up to the effective dditdisposal, as
appropriate. Total comprehensive income of subsis is attributed to the owners of the Group tartthe non-
controlling interests even if this results in th@rcontrolling interests having a deficit balance

When necessary, adjustments are made to the fadestatements of subsidiaries to bring their actingrpolicies
into line with those used by the Group.

All intra group transactions, balances, income exuenses are eliminated in full on consolidation

Changes in the Group’s ownership interests in slidrsgs that do not result in the Group losing canbver the
subsidiaries are accounted for as equity trangatioThe carrying amounts of the Group’s interaststhe non-
controlling interests are adjusted to reflect tharges in their relative interests in the subsiear Any difference
between the amount by which the non-controllingriests are adjusted and the fair value of the dereion paid
or received is recognized directly in equity andilatted to owners of the Group

When the Group loses control of a subsidiary, ttoditpor loss on disposal is calculated as theedéfice between
(i) the aggregate of the fair value of the consitien received and the fair value of any retaimgdrest and (i) the
previous carrying amount of the assets (includingdyvill), and liabilities of the subsidiary and angn-controlling
interests.

When assets of the subsidiary are carried at redadmounts or fair values and the related cum@again or loss
has been recognized in other comprehensive incosh@ecumulated in equity, the amounts previoustpgaeized
in other comprehensive income and accumulateduityegre accounted for as if the Group had diredibposed of
the relevant assets (i.e. reclassified to profibes or transferred directly to retained earnings)

The fair value of any investment retained in thexfer subsidiary at the date when control is losétognized as

the fair value on initial recognition for subsequaccounting under K-IFRS 1039nancial Instruments:

Recognition and Measuremantt, when applicable, the cost on initial recogmitdf an investment in an associate or
a jointly controlled entity.

(3) Business Combination

Acquisitions of businesses are accounted for uiagacquisition method. The consideration trameten a
business combination is measured at fair valueglnisi calculated as the sum of the acquisition-ttevalues of
the assets transferred by the Group, liabilitiesiired by the Group to the former owners of theuaeg and the
equity interests issued by the Group in exchangedatrol of the acquiree. Acquisition-related tscare generally
recognized in profit or loss as incurred.

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

» deferred tax assets or liabilities and liabilittgsassets related to employee benefit arrangeraeats
recognized and measured in accordance with K-IFRRR and K-IFRS 101E8mployee Benefitespectively;



» liabilities or equity instruments related to shaeesed payment arrangements of the acquiree or-shaes
payment arrangements of the Group entered integlace share-based payment arrangements of thizescqu
are measured in accordance with K-IFRS 1%6are-based Paymeat the acquisition date;

e and assets (or disposal groups) that are classifidtbld for sale in accordance with K-IFRS 1MNam-current
Assets Held for Sale and Discontinued Operatiemesmeasured in accordance with that standard.

Goodwill is measured as the excess of the sum thfeagonsideration transferred, b) the amount gfraom-
controlling interests in the acquiree and c) thievialue of the acquirer's previously held equitierest in the
acquiree (if any) over the net of the acquisiti@edamounts of the identifiable assets acquiredfamdabilities
assumed. If, after reassessment, the net of theésiimon-date amounts of the identifiable assetpaed and
liabilities assumed exceeds the sum of a) the deraiion transferred, b) the amount of any non+odlivig
interests in the acquiree and c) the fair valuthefacquirer's previously held interest in the &egu(if any), the
excess is recognized immediately in profit or lass bargain purchase gain.

Non-controlling interests that are present own@rgfiterests and entitle their holders to a propaste share of the
entity's net assets in the event of liquidation raynitially measured either at fair value orta hon-controlling
interests' proportionate share of the recognizeduats of the acquiree's identifiable net assetdie dhoice of
measurement basis is made on a transaction-byattims basis. Other types of non-controlling iatts are
measured at fair value or, when applicable, orbsés specified in another K-IFRS.

When the consideration transferred by the Grouphisiness combination includes assets or ligslitesulting
from a contingent consideration arrangement, tmiiegent consideration is measured at its acqoisitiate fair
value and included as part of the consideratiamsfeared in a business combination. Changes ifaihealue of
the contingent consideration that qualify as measent-period adjustments are adjusted retrospégtiveh
corresponding adjustments against goodwill. Measerg-period adjustments are adjustments that fiGse
additional information obtained during the ‘measneat period’ (which cannot exceed one year from the
acquisition date) about facts and circumstancesettisted at the acquisition date.

The subsequent accounting for changes in the &hirevof the contingent consideration that do natlifuas
measurement-period adjustments depends on hovettilmgent consideration is classified. Contingent
consideration that is classified as equity is eoteasured at subsequent reporting dates and #gscaudnt
settlement is accounted for within equity. Contimgeonsideration that is classified as an asseatliability is
remeasured at subsequent reporting dates in acm@ déth K-IFRS 1039 or K-IFRS 103Provisions, Contingent
Liabilities and Contingent Assetss appropriate, with the corresponding gain sg leing recognized in profit or
loss.

When a business combination is achieved in stdlgesGroup's previously held equity interest indlkgquiree is
remeasured to fair value at the acquisition dage, fhe date when the Group obtains control) hadésulting gain
or loss, if any, is recognized in profit or lossn@unts arising from interests in the acquiree pioahe acquisition
date that have previously been recognized in atbeprehensive income are reclassified to profibss where
such treatment would be appropriate if that intenese disposed of.

If the initial accounting for a business combinatis incomplete by the end of the reporting peiiodhich the
combination occurs, the Group reports provisiomabants for the items for which the accounting oimplete.
Those provisional amounts are adjusted during thasurement period (see above), or additional assébilities
are recognized, to reflect new information obtaiabdut facts and circumstances that existed aideisition date
that, if known, would have affected the amount®gmized at that date.

(4) Investments in associates (equity-accounteesi@es)

An associate is an entity over which the groupdigsificant influence, being the power to parti¢goa the
financial and operating policy decisions of thedstee (but not control or joint control). Influenexerted (or
presumed to be exerted) by a firm over a secondiihose 20 to 50 percent of shares are owned bijrshdirm.
Significant influence usually translates into papation in the financial and operating policiesheut necessarily
having full control over them.



The results and assets and liabilities of assaite incorporated in these consolidated finarsté&ments using
the equity method of accounting, except when thestment is classified as held for sale; in whiabes it is
accounted for in accordance with K-IFRS 1105. UrHe equity method, an investment in an asso@dtstially
recognized in the consolidated statement of firelnmsition at cost and adjusted thereafter togeize the
Group's share of the profit or loss and other cafensive income of the associate. When the Grebpi® of
losses of an associate exceeds the Group's inbetbstt associate (which includes any long-tertargsts that, in
substance, form part of the Group's net investrimetfite associate), the Group discontinues recogiits share of
further losses. Additional losses are recognizdg t the extent that the Group has incurred legalonstructive
obligations or made payments on behalf of the aatnc

Any excess of the cost of acquisition over the Gt®share of the net fair value of the identifisddsets, liabilities
and contingent liabilities of an associate recogghiat the date of acquisition is recognized as gidbavhich is
included within the carrying amount of the investime Any excess of the Group’s share of the netvalue of the
identifiable assets, liabilities and contingenbiidies over the cost of acquisition, after reasseent, is recognized
immediately in profit or loss.

The requirements of K-IFRS 1039 are applied tordatee whether it is necessary to recognize any impnt loss
with respect to the Group’s investment in an asgeci When necessary, the entire carrying amouttteof
investment (including goodwill) is tested for impaent in accordance with K-IFRS 1036)pairment of Assetas
a single asset by comparing its recoverable amigier of value in use and fair value, less ctsteell) with its
carrying amount.  Any impairment loss recognizednf® part of the carrying amount of the investmermtny
reversal of that impairment loss is recognizedcicoadance with K-IFRS 1036 to the extent that #eoverable
amount of the investment subsequently increases.

When the Group transacts with its associate, grafid losses resulting from the transactions wigheissociate are
recognized in the Group’s consolidated financiatesnents only to the extent of interests in theaate that are
not related to the Group.

(5) Non-current assets held for sale

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

When the Group is committed to a sale plan invg\oss of control of a subsidiary, all of the assetd liabilities
of that subsidiary are classified as held for sdlen the criteria described above are met, regesadlewhether the
Group will retain a non-controlling interest in ftemer subsidiary after the sale.

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

(6) Revenue recognition

Revenue is measured at the fair value of the cerdihn received or receivable. Revenue is redfmred
estimated customer returns, rebates and otherasialibwances. The Group recognizes revenue wieearmount
of revenue can be reliably measured; when it ibahte that future economic benefits will flow te téntity; and
when specific criteria have been met for each efGhoup’s activities, as described below.

1) Sale of goods

The Group recognizes revenue from the sale of gad@s the significant risks and rewards of owngrstiithe
goods are transferred to the buyer. Sales of g@dsesult in award credits for customers, underGroup’s
Maxi-Points Scheme, are accounted for as multifgezent revenue transactions, and the fair valubeof
consideration received or receivable is allocatetivben the goods supplied and the award creditdegta The
consideration allocated to the award credits issuesl by reference to their fair value, the amdonivhich the
award credits could be sold separately.



Such consideration is not recognized as reventreatme of the initial sale transaction, but iedeed and
recognized as revenue when the award credits deemneed and the Group’s obligations have beenlédfil

2) Rendering of services

Revenue from a contract to provide services isgeized by reference to the stage of completiomefdontract.
The stage of completion of the contract is deteeanias follows:

» installation fees are recognized by referenceacsthge of completion of the installation, detesdias the
proportion of the total time expected to instalitthas elapsed at the end of the reporting period;

» servicing fees included in the price of productsl swe recognized by reference to the proportiotheftotal
cost of providing the servicing for the productdsand

» revenue from time and material contracts is recghiat the contractual rates as labor hours aedtdir
expenses are incurred.

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

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

Interest income is accrued on a time basis, byeat® to the principal outstanding and at the éffedénterest rate
applicable, which is the rate that exactly discewesgtimated future cash receipts through the eggdit¢ of the
financial asset to that asset’s net carrying amoarihitial recognition.

5) Rental income
The Group’s policy for recognition of revenue fraperating leases is described in Note 2 (7) below.
(7) Lease

Leases are classified as finance leases whenevégrtns of the lease transfer substantially alfigles and rewards
of ownership to the lessee. All other leases asstfied as operating leases.

1) The Group as lessor

Amounts due from lessees under finance lease®eogmized as receivables at the amount of the Graogp
investment in the leases. Finance lease incomkoisated to accounting periods so as to reflexrstant
periodic rate of return on the Group’s net investtreutstanding in respect of the leases.

Rental income from operating leases is recognized straight-line basis over the term of the reitlease.
Initial direct costs incurred in negotiating andaaiging an operating lease are added to the cgraymount of the
leased asset and recognized on a straight-line basr the lease term.

2) The Group as lessee

Assets held under finance leases are initiallygatzed as assets of the Group at their fair valubeainception of
the lease or, if lower, at the present value oftir@mum lease payments. The corresponding ligttiti the lessor
is included in the consolidated statement of fi@nmosition as a finance lease obligation.

Lease payments are apportioned between financensepand reduction of the lease obligation so ashieve a
constant rate of interest on the remaining balarficke liability. Finance expenses are recogninetiediately in
profit or loss, unless they are directly attribu¢ato qualifying assets; in which case, they aggtatized in
accordance with the Group’s general policy (seeeNof7)) on borrowing costs. Contingent rentalsraoegnized
as expenses in the periods in which they are iedurr



Operating lease payments are recognized as ans&xpem straight-line basis over the lease terogpbwhere
another systematic basis is more representatitteedfme pattern in which economic benefits from ldkased asset
are consumed. Contingent rentals arising underatipg leases are recognized as an expense iretholpn
which they are incurred.

In the event that lease incentives are receiveter into operating leases, such incentives aagrezed as a
liability. The aggregate benefit of incentivesasognized as a reduction of rental expense ora@lst-line basis,
except where another systematic basis is moregsepiative of the time pattern in which economicdfigs from
the leased asset are consumed.

(8) Foreign currencies

For the purpose of the consolidated financial statgts, the results and financial position of theuprare
expressed in Korean won (KRW), which is the funadilocurrency of the Group and the presentatiorecary for
the consolidated financial statements.

In preparing the financial statements of the irdiinal entities, transactions in currencies othen the Group’s
functional currency (foreign currencies) are redogt at the rates of exchange prevailing at thesdat the
transactions. At the end of each reporting pemoanetary items denominated in foreign currencies a
retranslated at the rates prevailing at that déd®-monetary items carried at fair value that areaininated in
foreign currencies are retranslated at the rategading at the date when the fair value was deitegth Non-
monetary items that are measured in terms of hiéstorost in a foreign currency are not retranslate

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

« exchange differences on foreign currency borrownetgting to assets under construction for futuapctive
use, which are included in the cost of those asgletn they are regarded as an adjustment to interets on
those foreign currency borrowings;

» exchange differences on transactions enteredrimoder to hedge certain foreign currency riskesse 2,
(21) below for hedging accounting policies); and

* exchange differences on monetary items receivabta br payable to a foreign operation for whiclileatent
is neither planned nor likely to occur (therefavenfiing part of the net investment in the foreigeigpion),
which are recognized initially in other compreh@asncome and reclassified from equity to profilass on
disposal or partial disposal of the net investment.

For the purpose of presenting consolidated findistédements, the assets and liabilities of theu@oforeign
operations are expressed in KRW, using exchange pevailing at the end of the reporting periothcome and
expense items are translated at the average exehaigg for the period, unless exchange ratesufitexd
significantly during that period; in which caseg tiixchange rates at the dates of the transactiensead.
Exchange differences arising, if any, are recoghineother comprehensive income and accumulateduity
(attributed to non-controlling interests, as appiap).

On the disposal of a foreign operation (i.e., poésl of the Group’s entire interest in a foreigem@tion or a
disposal involving loss of control over a subsiditirat includes a foreign operation, loss of j@ontrol over a
jointly controlled entity that includes a foreigperation or loss of significant influence over asaciate that
includes a foreign operation), all of the accunmedagxchange differences with respect to that ojoerattributable
to the Group are reclassified to profit or loss.nyAxchange differences that have previously béebaed to
non-controlling interests are derecognized, bu tre not reclassified to profit or loss.

In the case of a partial disposal (i.e., no lossarttrol) of a subsidiary that includes a foreigreration, the
proportionate share of accumulated exchange difée® are reattributed to non-controlling inter@sesquity and
are not recognized in profit or loss. For all othartial disposals (i.e., of associates or joigtntrolled entities
not involving a change in accounting basis), trepprtionate share of the accumulated exchangereliftes is
reclassified to profit or loss. Goodwill and faalue adjustments arising on the acquisition afraifjn operation
are treated as assets and liabilities of the farejgeration and translated at the closing rate.



(9) Borrowing costs

Borrowing costs directly attributable to the acdfios, construction or production of qualifying a$s, which are
assets that necessarily take a substantial pefitith@to get ready for their intended use or sate,added to the
cost of those assets, until such time as the aasetubstantially ready for their intended ussabe.

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

All other borrowing costs are recognized in profitoss in the period in which they are incurred.
(10) Government grants

Government grants are not recognized until theredsonable assurance that the Group will compty thie
conditions attached to them and that the grantshwiteceived.

The benefit of a government loan at a below-markiet of interest is treated as a government gragdsured as the
difference between proceeds received and the dievof the loan based on prevailing market intenages.

Government grants whose primary condition is that®&roup should purchase, construct or otherwigaierassets
are recognized as deferred revenue in the consedidiatements of financial position and transtetoeprofit or
loss on a systematic and rational basis over te&iukves of the related assets.

Other government grants are recognized as revererelte periods that correspond to the costs eaGroup
intends to compensate, on a systematic basis. r@oeat grants that are receivable as compensaiicexpenses
or losses already incurred or for the purpose whgiimmediate financial support to the Group withfuture
related costs are recognized in profit or losiegeriod in which they become receivable.

(11) Retirement benefit costs

Contributions to defined contribution retiremenhb#t plans are recognized as an expense when gagddiave
rendered service entitling them to the contribugion

For defined benefit retirement benefit plans, tbst of providing benefits is determined using thejgxted unit
credit method, with actuarial valuations being ieatiout at the end of each reporting period. Titesent value of
the retirement benefit is calculated using theragerate of fine securities whose maturity is Emio the payment
date. However, if there is no proper market fasthsecurities, the Group uses market interesbfajevernment
securities. The profit or loss incurred from chesm@n the assumptions and the difference betwetealaand
assumption are recognized in other comprehensogarie in the consolidated statement of comprehemsbane.

The Group allocates recognized actuarial gaind@swks as retained earnings, not reclassifiedits gad losses.
Past service cost is recognized immediately teitent that the benefits are already vested ahéywise, is
amortized on the straight-line basis over the ayeergeriod until the benefits become vested.

The retirement benefit obligation recognized in¢basolidated statement of financial position reprgs the
present value of the defined benefit obligationadisisted for unrecognized actuarial gains ance®asd
unrecognized past service cost and as reducecelfgittvalue of plan assets. Any asset resultiomfthis
calculation is limited to unrecognized actuariades and past service cost, plus the present vhhuailable
refunds and reductions in future contributionshte plan.



(12) Income tax
Income tax consists of current tax and deferred tax
1) Current tax

The tax currently payable is based on taxable imfithe year. Taxable profit differs from praodis reported in
the consolidated statements of comprehensive indmoause of items of income or expense that aebkaor
deductible in other years and items that are nex@ble or deductible. The Group’s liability farreent tax is
calculated using tax rates that have been enactsubstantively enacted by the end of the repogigripd.

2) Deferred tax

Deferred tax is recognized on temporary differerimtsveen the carrying amounts of assets and liglsilin the
consolidated financial statements and the corretipgriax bases used in the computation of taxatuétp
Deferred tax liabilities are generally recognizeddll taxable temporary differences. Deferreddasets are
generally recognized for all deductible temporaiffedences to the extent that it is probable thaable profits will
be available against which those deductible tempatidferences can be utilized. Such deferred &sets and
liabilities are not recognized if the temporaryfeiiénce arises from goodwill or from the initiatognition (other
than in a business combination) of other assetdialifities in a transaction that affects neithiee taxable profit
nor the accounting profit. ~ Also, the Group doesrecognize deferred tax on the initial transaditrat do not
affect the taxable income and accounting income.

Deferred tax liabilities are recognized for taxatelmporary differences associated with investmignssibsidiaries
and associates, and interests in joint venturegpgxwhere the Group is able to control the reVerfsthe
temporary difference and it is probable that thegerary difference will not reverse in the foreddeduture.
Deferred tax assets arising from deductible tempatiferences associated with such investmentsiatedests are
only recognized to the extent that it is probahb there will be sufficient taxable profits againich to utilize
the benefits of the temporary differences and treyexpected to reverse in the foreseeable future.

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

Deferred tax assets and liabilities are measurdieatx rates that are expected to be applidoeipériod in which
the liability is settled or the asset realized dohsn tax rates (and tax laws) that have been emactsubstantively
enacted by the end of the reporting period. Thasmement of deferred tax liabilities and assdisats the tax
consequences that would follow from the mannerhictvthe Group expects, at the end of the repoparipd, to
recover or settle the carrying amount of its asamstkliabilities.

3) Current and deferred tax for the year

Current and deferred taxes are recognized in poofitss, except when they relate to items thatecegnized in
other comprehensive income or directly in equitywhich case, the current and deferred taxes aceratognized
in other comprehensive income or directly in equiggpectively. Where current tax or deferredaiages from
the initial accounting for a business combinatitwe, tax effect is included in the accounting fa business
combination.

(13) Property, plant and equipment

Property, plant and equipment are stated at cestdebsequent accumulated depreciation and acaachula
impairment losses. The cost of an item of propgatgnt and equipment is directly attributableteit purchase or
construction, which includes any costs directlyilatttable to bringing the asset to the location emidition
necessary for it to be capable of operating imtla@ner intended by management. It also includeitial
estimate of the costs of dismantling and removiregitem and restoring the site on which it is ledat

Subsequent costs are recognized in carrying anwiwart asset or as an asset if it is probable thiatd economic
benefits associated with the assets will flow iti® Group and the cost of an asset can be measiiaaly.
Routine maintenance and repairs are expensed @sddc
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The Group does not depreciate land. Depreciatipem®se is computed using the straight-line methsédan the
estimated useful lives of the assets as follows:

Assets Useful lives (Years)
Buildings 2-60
Structures 2-50
Machinery and equipment 2-18
Vehicles 2-19
Tools, furniture and fixture 2-30

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

The Group reviews the depreciation method the estichuseful lives and residual values of propeagnt and
equipment at the end of each annual reporting geridf expectations differ from previous estimati® changes
are accounted for as a change in an accountingatsti

In addition, when an acquisition of a tangible as®eurs free of charge or at a value less thamfarket value due
to government subsidy, the acquisition cost, leaggment subsidy, is recorded as the acquisitish wpon initial
acquisition and depreciation expense is calculbssagd on the carrying amount.

(14)Investment property

Investment properties are properties held to eamtats and/or for capital appreciation (includimgpgerty under
construction for such purposes). Investment pittggeare measured initially at cost, including s&ction costs.
Subsequent to initial recognition, investment prtips are measured at fair value. Gains and laassiag from
changes in the fair value of investment propediesincluded in profit or loss in the period in alithey arise.

An investment property is derecognized upon dispmsahen the investment property is permanentiyhariawn
from use and no future economic benefits are expeicom that disposal. Any gain or loss arising on
derecognition of the property (calculated as tlifedince between the net disposal proceeds anchtinging
amount of the asset) is included in profit or limsthe period in which the property is derecognized

While land is not depreciated, all other investnmaoiperty is depreciated based on the respectsatsaestimated
useful lives ranging from 30 to 40 years usingdtraight-line method.

The Group reviews the depreciation method, thenadéd useful lives and residual values of investrpesperty at
the end of each annual reporting period. If exgéans differ from previous estimates, the charagesaccounted
for as a change in an accounting estimate.

In addition, when an acquisition of a tangible asseurs free of charge or at a value less thamfarket value due
to government subsidy, the acquisition cost, leaggment subsidy, is recorded as the acquisitish wpon initial
acquisition and depreciation expense is calculbssagd on the carrying amount.

(15) Intangible assets
1) Intangible assets acquired separately

Intangible assets with finite useful lives that acguired separately are carried at cost less adated amortization
and accumulated impairment losses. Amortizatioréegnized on a straight-line basis over theimeded useful
lives. The estimated useful life and amortizatioethod are reviewed at the end of each reportinggewith the
effect of any changes in estimate being accourtedrf a prospective basis. Intangible assetsiwitéfinite
useful lives that are acquired separately areexhat cost less accumulated impairment losses.
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Estimated useful lives as well as way of depreaiatf intangible assets with finite useful livee as follows.
Also, the Group does not depreciate membershipdases not have limit on the expected useful lives.

Assets Estimated useful lives Depreciation method
(Years)
Industrial property rights 5-10 Straight-line meatho
Other intangible assets 10 Straight-line method

2) Internally generated intangible assets - reseand development expenditure
Expenditure on research activities is recognizeanasxpense in the period in which it is incurred.

An internally generated intangible asset arisigrftdevelopment (or from the development phase daftannal
project) is recognized if, and only if, all of tFelowing have been demonstrated:

« improvement of technical feasibility and developinefnew product and
« the ability to measure reliably the expenditureilaitable to the intangible asset during its depeient.

The amount initially recognized for internally geaied intangible assets is the sum of the expemditgurred
from the date when the intangible asset first mgetgecognition criteria listed above. Where mierinally
generated intangible asset can be recognized,af@weht expenditure is recognized in profit or limsthe period in
which it is incurred.

Subsequent to initial recognition, internally gegied intangible assets are reported at cost lessradated
amortization and accumulated impairment losseshersame basis as intangible assets that are adggparately.

3) Intangible assets acquired in a business cornibima

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

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

4) Derecognition of intangible assets

An intangible asset is derecognized on disposalh@n no future economic benefits are expected ftemse or
disposal. Gains or losses arising from derecagmidf an intangible asset, measured as the differbatween the
net disposal proceeds and the carrying amounteod$iset, are recognized in profit or loss wheratiset is
derecognized.

(16) Impairment of tangible and intangible asséteothan goodwill

At the end of each reporting period, the Groupewsi the carrying amounts of its tangible and intalagassets to
determine whether there is any indication thateressets have suffered an impairment loss. I5ank indication
exists, the recoverable amount of the asset imatgd in order to determine the extent of the immpant loss (if
any). Where it is not possible to estimate thevecable amount of an individual asset, the Gratprates the
recoverable amount of the cash-generating unitticimthe asset belongs. Where a reasonable aisibtamt
basis of allocation can be identified, corporatetsare also allocated to individual cash-genegathits, or
otherwise they are allocated to the smallest gafugash-generating units for which a reasonablecamdistent
allocation basis can be identified.

Intangible assets with indefinite useful lives am@ngible assets not yet available for use atede®r impairment
at least annually, and whenever there is an indicahat the asset may be impaired.
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Recoverable amount is the higher of fair value éests to sell and value in use. In assessingvaluse, the
estimated future cash flows are discounted to fhreisent value using a pretax discount rate tfigcie current
market assessments of the time value of moneyhandgks specific to the asset for which the edtsaf future
cash flows have not been adjusted.

If the recoverable amount of an asset (or a caskfgéing unit) is estimated to be less than itsyaag amount, the
carrying amount of the asset (or the cash-generatiit) is reduced to its recoverable amount. mpairment
loss is recognized immediately in profit or losslass the relevant asset is carried at a revalmediat in which
case the impairment loss is treated as a revafudgorease.

(17) Inventories

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

Costing method

Finished goods and work in process Weighted-agrage method
Raw materials, merchandise and supplies Moving-average method
Materials in transit Specific identification method

Cost of inventories consists of the purchase pdost of conversion and other costs incurred indinig the
inventories to their present location and conditioflet realizable value represents the estimatéidgerice for
inventories less all estimated costs of complediot costs necessary to make the sale.

The carrying amount of inventories sold in the pérand the amount of any write-down of inventoteget
realizable value and all losses of inventoriedheriod, less the amount of any reversal in ér@g of any write-
down of the inventories, arising from an increasaét realizable value, is recognized as expensgeglthat period.

(18) Provisions

Provisions are recognized when the Group has @prebligation (legal or constructive) as a resiih past event,
it is probable that the Group will be required ¢ttle the obligation and a reliable estimate cambde of the
amount of the obligation.

The amount recognized as a provision is the béishat® of the consideration required to settlegresent
obligation at the end of the reporting period, tgkinto account the risks and uncertainties suidomgithe
obligation. When a provision is measured usingctigh flows estimated to settle the present oldigaits
carrying amount is the present value of those flasls (where the effect of the time value of mormeynaterial).

When some or all of the economic benefits requioeskttle a provision are expected to be recovizoed a third
party, a receivable is recognized as an asseisifittually certain that reimbursement will beeésed and the
amount of the receivable can be measured reliably.

At the end of each reporting period, the remaigirayision balance is reviewed and assessed tormieieif the
current best estimate is being recognized. IEttistence of an obligation to transfer economicefiieis no longer
probable, the related provision is reversed duttirag period.

(19) Financial assets

All financial assets are recognized and derecognizetrade date where the purchase or sale ohadial asset is

under a contract whose terms require delivery effittancial asset within the time frame establisbgthe market

concerned, and are initially measured at fair vahlies transaction costs, except for those findrssets classified
as at fair value through profit or loss (“FVTPLhich are initially measured at fair value.

Financial assets are classified into the followspgcified categories: financial assets at FVTPIg-tematurity
("HTM”) investments, available-for-sale (“AFS”) famcial assets and loans and receivables. Théfidagsn
depends on the nature and purpose of the finaassalts and is determined at the time of initiabgedion.
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1) Effective interest method

The effective interest method is a method of caling the amortized cost of a debt instrument diodating
interest income over the relevant period. Thectiffe interest rate is the rate that exactly distsestimated
future cash receipts (including all fees and paiatisl or received that form an integral part of ¢ffective interest
rate, transaction costs and other premiums or digsp through the expected life of the debt insgntnor, where
appropriate, a shorter period, to the net carrgimgunt on initial recognition. Income is recoguiza an
effective interest basis for debt instruments othan those financial assets classified as FVTPL.

2) Financial assets at FVTPL

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

A financial asset is classified as held for trading

* it has been acquired principally for the purpossedfing it in the near term; or

e oninitial recognition, it is part of a portfolid @entified financial instruments that the Groupmages
together and has a recent actual pattern of short{rofit taking; or

* itis a derivative that is not designated and diffecas a hedging instrument.

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

» such designation eliminates or significantly reduaeneasurement or recognition inconsistency
that would otherwise arise; or

» the financial asset forms part of a group of finahassets or financial liabilities or both, whishmanaged
and its performance is evaluated on a fair valiggsban accordance with the Group's documented risk
management or investment strategy, and informatimut the grouping is provided internally on thasib; or

« it forms part of a contract containing one or mengbedded derivatives, and K-IFRS 1039 permits tiieee
combined contract (asset or liability) to be deatgd as at FVTPL.

Financial assets at FVTPL are stated at fair valil, any gains or losses arising on remeasureneeognized in
profit or loss. The net gain or loss recognizegdriofit or loss incorporates any dividend or ingrearned on the
financial asset and is included in the other gaim$ losses line item in the consolidated statemmiecdmprehensive
income.

3) HTM investments

Non-derivative financial assets with fixed or detérable payments and fixed maturity dates thaGhmup has the
positive intent and ability to hold to maturity arlassified as HTM investments. HTM investments measured
at amortized cost using the effective interest metless any impairment, with revenue recognizedroaffective
yield basis.

4) Financial assets AFS

Non-derivative financial assets that are not cfeesbas at HTM or held for trading, designated &S\A&TPL, or
loans and receivables are classified as at finhasg®ets AFS. Financial assets can be designat@8% on initial
recognition. Financial assets AFS are initiallgagnized at fair value plus directly related tramige costs.
They are subsequently measured at fair value. Uaduequity investments whose fair value cannot basured
reliably are carried at cost. Gains and lossessrgrifrom changes in fair value are recognizedlfireo
comprehensive income and accumulated in the inadgmevaluation reserve, with the exception ofdimpent
losses, interest calculated using the effectiver@st method, and foreign exchange gains and losse®netary
assets, which are recognized in profit or loss. eWhhe investment is disposed of or is determiadxk impaired,
the cumulative gain or loss previously accumulatetthe investments revaluation reserve is recligsstb profit or
loss. Dividends on AFS equity instruments are gaczed in profit or loss when the Group’s rightézeive the
dividends is established.
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The fair value of AFS monetary assets denominatedforeign currency is determined in that foreigrrency and
translated at the spot rate at the end of the tiepgperiod. The foreign exchange gains and los#sare
recognized in profit or loss are determined basethe amortized cost of the monetary asset. Gdtineign
exchange gains and losses are recognized in ath@grehensive income.

Unquoted AFS financial assets whose fair value caha measured reliably and derivative assetsdinki¢h
unquoted equity financial assets that pay for thatg financial assets are carried at acquisitiost,cless
impairment.  Also, with respect to AFS debt se@sitif, in a subsequent period, the amount ofdivevalue
increases and the increase can be related objgdiivan event occurring after the impairment wasognized, the
previously recognized impairment loss is reversedugh profit or loss.

5) Loans and receivables

Trade receivables, loans and other receivableshthat fixed or determinable payments that are notegl in an
active market are classified as ‘loans and recédgab Loans and receivables are measured at aradrtiost using
the effective interest method, less any impairmeititerest income is recognized by applying theaf{e interest
rate, except for short-term receivables when thegeition of interest would be immaterial.

6) Impairment of financial assets

Financial assets, other than those at FVTPL, aresaed for indicators of impairment at the endachaeporting
period. Financial assets are considered to be megpavhen there is objective evidence that, asutrekone or
more events that occurred after the initial rectigniof the financial asset, the estimated futishcflows of the
investment have been affected.

For listed and unlisted equity investments clasgifis AFS, a significant or prolonged decline anftir value of
the security below its cost is considered to beabje evidence of impairment.

For all other financial assets, including redeematutes classified as AFS and finance lease rdilesaobjective
evidence of impairment could include:

» significant financial difficulty of the issuer opuanterparty; or

» default or delinquency in interest or principal pegnts; or

* it becoming probable that the borrower will entankruptcy or financial reorganization; or
» the market of financial assets extinct due to faiadifficulty,

For certain categories of financial assets, sudheae receivables, assets that are assessedbwtrigpaired
individually are, in addition, assessed for impanion a collective basis. Objective evidencangfairment for a
portfolio of receivables could include the Group&st experience of collecting payments, an incraaiee number
of delayed payments in the portfolio past the ayermaedit period of the Group, as well as obsessabbnges in
national or local economic conditions that correhatth default on receivables.

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

When a trade receivable is considered uncollegtibie written off against the allowance accounSubsequent
recoveries of amounts previously written off aredited against the allowance account. Change®inatrying
amount of the allowance account are recognizeddfitr loss.

When an AFS financial asset is considered to baired, cumulative gains or losses previously recaghin other
comprehensive income are reclassified to profibss in that period.

With the exception of AFS equity instruments, iif, @ subsequent period, the amount of the impairiosat
decreases and the decrease can be related objetiiam event occurring after the impairment wasognized, the
previously recognized impairment loss is rever$edugh profit or loss to the extent that the cangyamount of the
investment at the date the impairment is reverses dot exceed what the amortized cost would hega bad the
impairment not been recognized,
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With respect to AFS equity securities, impairmasiskes previously recognized in profit or loss arereversed
through profit or loss. Any increase in fair vakigdsequent to an impairment loss is recognizedhier
comprehensive income.

7) Derecognition of financial assets

The Group derecognizes a financial asset only whemontractual rights to the cash flows from thseh expire or
when it transfers the financial asset and substiiyntll the risks and rewards of ownership of éisset to another
entity. If the Group neither transfers nor retasobstantially all the risks and rewards of owngrsimd continues
to control the transferred asset, the Group reaegriis retained interest in the asset and an iagsddiability for
amounts it may have to pay. If the Group retauistantially all the risks and rewards of ownersifip
transferred financial asset, the Group continuesdognize the financial asset and also recogncdlateralized
borrowing for the proceeds received.

If the Group derecognizes financial assets entitbky difference among proceeds received, carnahge of the
assets accumulated gain or loss in other compraeeimeome is recognized as profit or loss.

If an entity neither transfers nor retains substdigtall the risks and rewards of ownership ofansferred asset and
retains control of the transferred asset, theyeatihtinues to recognize the transferred assdigt@xtent of its
continuing involvement. The extent of the entitgtmtinuing involvement in the transferred ass#ésextent to
which it is exposed to changes in the value ofithesferred asset. The Group allocates the prewdatrying
amount to fair value of the assets and recogniggedit or loss the difference among proceedsivede allocated
carrying value and allocated accumulated profibes.

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

Debt and equity instruments are classified as efthancial liabilities or as equity in accordanegith the substance
of the contractual arrangement.

2) Equity instruments

An equity instrument is any contract that evidereessidual interest in the assets of an entigr aféducting all of
its liabilities.  Equity instruments issued by Beoup are recognized when the proceeds are receieedf direct
issue costs.

Repurchase of the Group’s own equity instrumentsdsgnized and deducted directly in equity. Nim gat loss
is recognized in profit or loss on the purchask, $asue or cancellation of the Group’s own eqinstruments.

3) Compound instruments

The component parts of compound instruments (coilmeibonds) issued by the Group are classifiecuseply as
financial liabilities and equity in accordance wikle substance of the contractual arrangementthendifinitions
of a financial liability and equity instrument. @gersion option that will be settled by the excten§a fixed
amount of cash or another financial asset for edfimumber of the Group’s own equity instrumennigquity
instrument.

At the date of issue, the fair value of the ligitomponent is estimated using the prevailing regirlkterest rate for
a similar non-convertible instrument. This amoisnmecorded as a liability on an amortized costshasing the
effective interest method until extinguished uponwersion or at the instrument’s maturity dateadidlition, the
conversion option classified as equity will be sfemred to share premium/other equity. No gailoss is
recognized in profit or loss upon conversion origtpn of the conversion option.

Transaction costs that relate to the issue of dmeertible notes are allocated to liability and iggoaomponents in
proportion to the allocation of the gross proceedBransaction costs relating to equity componeatracognized
directly in equity. Transaction costs relatinghie liability component are included in the cargyaamount of the
liability component and are amortized over thediod the convertible notes using the effectiveriggemethod.
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4) Financial liabilities

Financial liabilities are recognized when the Grbggomes a party to the contractual provisions®ifistruments.
Financial liabilities are initially measured atrfaalue. Transaction cost that are directly atidble to the issue of
financial liabilities are added to or deducted frtva fair value of the financial liabilities, aspappriate, on initial
recognition. Transaction costs directly attriblgatio acquisition of financial liabilities at FVTPdre recognized
immediately in profit or loss.

Financial liabilities are classified as either fie@l liabilities at FVTPL or other financial lidhies.
5) Financial liabilities at FVTPL

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

A financial liability is classified as held for ttang if:

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

e oninitial recognition, it is part of a portfolid @entified financial instruments that the Groupmages
together and has a recent actual pattern of saort{rofit taking; or

* itis a derivative that is not designated and diffecas a hedging instrument.

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

» such designation eliminates or significantly reduaeneasurement or recognition inconsistency
that would otherwise arise; or

« the financial liability forms part of a group ohfincial assets or financial liabilities or both,iethis managed
and its performance is evaluated on a fair valigsban accordance with the Group's documented risk
management or investment strategy, and informatimut the grouping is provided internally on thasib; or

» it forms part of a contract containing one or mengbedded derivatives, and K-IFRS 1039 permits mitieee
combined contract (asset or liability) to be deatgd as at FVTPL.

Financial liabilities at FVTPL are stated at fagwe, with any gains or losses arising on remeasemérecognized
in profit or loss. The net gain or loss recognizegrofit or loss incorporates any interest paidioe financial
liability and is included in the ‘other gains amdses’ line item in the consolidated statementodme.

6) Other financial liabilities
Other financial liabilities, including borrowingare initially measured at fair value, net of trastem costs.

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

The effective interest method is a method of caling the amortized cost of a financial liabilitychof allocating
interest expense over the relevant period. Tlrex#die interest rate is the rate that exactly dist® estimated
future cash payments through the expected lifb@financial liability, or (where appropriate) aosier period, to
the net carrying amount on initial recognition.

7) Financial guarantee contract liabilities

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

» the amount of the obligation under the contractetermined in accordance with K-IFRS 1037 and
» the amount initially recognized, less cumulativeoatization recognized in accordance with the K-IFR88
Revenue



- 17 -

8) Derecognition of financial liabilities

The Group derecognizes financial liabilities whang only when, the Group’s obligations are discedrganceled
or they expire.

(21) Derivative financial instruments

The Group enters into a variety of derivative ficiahinstruments to manage its exposure to intaegstand foreign
exchange rate risk, including foreign exchange &dicontracts, etc.

Derivatives are initially recognized at fair valathe date the derivative contract is enteredantb are
subsequently remeasured to their fair value aetiteof each reporting period. The resulting gailoss is
recognized in profit or loss immediately, unless derivative is designated and effective as a mggigistrument; in
such case, the timing of the recognition in profitoss depends on the nature of the hedge redtipn

A derivative with a positive fair value is recogaizas a financial asset and a derivative with atnegfair value is
recognized as a financial liability. A derivativepresented as a non-current asset or a non-cliaigiity if the
remaining maturity of the instrument is more th&months and it is not expected to be realizecdktitesl within
12 months. Other derivatives are presented asmuassets or current liabilities.

1) Embedded derivatives

Derivatives embedded in other financial instrumemtether host contracts are treated as separetatives when
their risks and characteristics are not closelgtesl to those of the host contracts and the haostaxis are not
measured at FVTPL.

An embedded derivative is presented as a non-dussmet or a non-current liability if the remainimgturity of the
hybrid instrument to which the embedded derivatelates is more than 12 months and it is not exgktt be
realized or settled within 12 months. Other embddtierivatives are presented as current assetsm@ntliabilities.

2) Hedge accounting

The Group designates certain hedging instrumertghainclude derivatives, embedded derivatives raomt
derivatives with respect to foreign currency riag,either fair value hedges, cash flow hedges dgédwof net
investments in foreign operations. Hedges of threixchange risk on firm commitments are accoufueds
cash flow hedges.

At the inception of the hedge relationship, the @rdocuments the relationship between the hedgstguiment
and the hedged item, along with its risk managerobjgctives and its strategy for undertaking vasibadge
transactions. Furthermore, at the inception ohidsggge and on an ongoing basis, the Group documéether the
hedging instrument is highly effective in offsetfiohanges in fair values or cash flows of the hddtgm.

3) Fair value hedges

Changes in the fair value of derivatives that asighated and qualify as fair value hedges aregréeed in profit
or loss immediately, together with any change@fair value of the hedged asset or liability #ua attributable
to the hedged risk. The change in the fair vafufi@ hedging instrument and the change in the éeitgm
attributable to the hedged risk are recognizetiénline of the consolidated statement of compreklieriscome
relating to the hedged item.

Hedge accounting is discontinued when the Groupkes the hedging relationship; the hedging instntre&pires
or is sold, terminated or exercised; or it no langgalifies for hedge accounting. The fair valdguatment to the
carrying amount of the hedged item arising fromhbdged risk is amortized to profit or loss frorattHate.

4) Cash flow hedges
The effective portion of changes in the fair vatdielerivatives that are designated and qualifyashdlow hedges

is recognized in other comprehensive income. THie gr loss relating to the ineffective portiomésognized
immediately in profit or loss, and is included ret'other gains and losses’ line item.
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Amounts previously recognized in other comprehengicome and accumulated in equity are reclasdifigutofit
or loss in the periods when the hedged item isgeiezed in profit or loss in the same line of thesalidated
statement of comprehensive income as the recoghizaéged item. However, when the forecast trarmathiat is
hedged results in the recognition of a non-findrasaet or a non-financial liability, the gains dosses previously
accumulated in equity are transferred from equaihd included in the initial measurement of the odshe non-
financial asset or non-financial liability.

Hedge accounting is discontinued when the Groupkes the hedging relationship; the hedging instntre&pires
or is sold, terminated or exercised; or it no largaalifies for hedge accounting. Any gain or lassumulated in
equity at that time remains in equity and is redpggh when the forecast transaction is ultimatetpgnized in
profit or loss. When a forecast transaction idamyer expected to occur, the gain or loss accurdl@m equity is
recognized immediately in profit or loss.

5) Hedges of net investments in foreign operations

Hedges of net investments in foreign operationsaaceunted for similarly to cash flow hedges. Ayayn or loss
on the hedging instrument relating to the effectieetion of the hedge is recognized in other comensive income
and accumulated in the foreign currency translateserve. The gain or loss relating to the ingiffecportion is
recognized immediately in profit or loss and in&ddn the ‘other gains and losses.’

Gains and losses on the hedging instrument rel&titige effective portion of the hedge accumulaneithe foreign
currency translation reserve are reclassified tditpor loss in the same way as exchange differemekating to the
foreign operation.

(22) Critical accounting judgments and key sources of estmancertainty

In the application of the Group accounting policiekich are described in Note 2, management isiredjtio make
judgments, estimates and assumptions about thgrmg@amounts of assets and liabilities that arereatlily
apparent from other sources. The estimates andiatsd assumptions are based on historical experiand
other factors that are considered to be relevartua results may differ from those estimates

The estimates and underlying assumptions are redi@m an ongoing basis. Revisions to accountitimates
are recognized in the period in which the estinmtevised if the revision affects only that peridn the period of
the revision and future periods if the revisioreaf§ both current and future periods.

(1)Critical judgments in applying accounting podisi

The following are the critical judgments, apartfrthose involving estimations, that the directasehmade in the
process of applying the Group’s accounting poliaied that have the most significant effect on tihewants
recognized in the consolidated financial statements

1) Defined benefit plan

Financial liabilities are recognized when the Griwggomes a party to the contractual provisionsi@fitstruments.
Financial liabilities are initially measured by aatial calculation every year end. In order to astuarial
calculation, the Group is required to estimate aggions on the discount rate, future wage increat® expected
earning rate on the plan assets. Defined Benlkdit Retains uncertainty as it requires estimatiodomg period of
time.

2) Useful lives of property, plant and equipment

As described in Note 2 (13) above, the Group resithwe estimated useful lives of property, plant agdipment at
the end of each annual reporting period.
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3. RESTRICTED FINANCIAL ASSETS:

Details of restricted financial assets as of Deaamii, 2012, are as follows (Korean won in thousind

Account December 31, 2012 Descriptions
Short-term financial assets W 33,204,100 Pledged
Guarantee deposits for
Long-term financial assets 15,500 checking accounts
Total W 33,219,600

4. TRADE AND OTHER RECEIVABLES:

(1) Details of trade and other accounts receivablef December 31, 2012 are as follows (Koreaniwon
thousands):

December 31, 2012
Less: Allowance for

Gross amount bad debt Net amount

Trade receivables W 1,065,746,567 W (13,563,358) W 1,052,183,209
Other accounts receivable 118,904,373 (766,359) 118,138,014
Accrued income 14,084,153 - 14,084,153
Subtotal 1,198,735,093 (14,329,717) 1,184,405,376

Default note receivables 59,409 (59,409) -

Subtotal 59,409 (59,409) -
Total W 1,198,794,502 W (14,389,126) W 1,184,405,376

(2) Credit risk and allowance for bad debt

1) Aging analysis of the trade and other accoustsivable that are overdue, but are not impairexf B2cember
31, 2012, are as follows (Korean won in thousands):

December 31, 2012

3 months or less 3-6 months  6-12 months Over 1 year Total

Trade receivables W 14,633,186 W - W - W 1,044,994 W 15,678,180

Other accounts receivable - - - -
Accrued income - - R

Default note receivables - - - 352,536 352,536

Total W 14,633,186 W - W - W 1,397,530 W 16,030,716

2) Aging analysis of the trade and other accowdsivable that are impaired as of December 31, ,28&2as
follows (Korean won in thousands):

December 31, 2012

3 months or less 3-6 months  6-12 months Over 1 year Total
Trade receivables W 283,393,425W 23,407,165W 6,509,238 W 9,387,203 W 322,697,031
Other accounts receivable 2,479,880 1,525,522 631,299 3,638,259 8,274,960
Accrued income - - - - -
Defaulted note receivables - - 13,930 45,479 59,409

Total W 285,873,305W 24,932,687W 7,154,467 W13,070,941 W 331,031,400
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3) Changes in allowance for trade and other acsawakivable for the four months ended Decembe2@12, are
as follows (Korean won in thousands):

December 31, 2012

Trade Other accounts Default note
; ; ) Total
receivables receivable receivables
Acquisition by spin-off W 18,565,020 W 799,902 W 64,409 W 19,429,331
Write-offs 11,348 11,348
Reversal of allowance for
bad debts (2,003,773) (44,891) (5,000) (2,053,664)
Foreign currency
translation (2,997,889) - - (2,997,889)
Ending balance W 13,563,358 W 766,359 W 59,409 W 14,389,126

The Group considers a change of credit grade dbaxg: receivables from starting date for grantireglit to the
consolidated statement of financial position datpitige recoverability of trade receivables anettSince the

Group has many customers that are not interconth@dgth each other, concentration risk in trade neddes is
limited.

5. FINANCIAL ASSETS AT FVTPL AND AFS SECURITIES:

Details of financial asset at FVTPL and AFS se@sits of December 31, 2012 are as follows (Koveamin
thousands):

December 31, 2012

Equity instrument:

Listed securities W 1,771,903
Unlisted securities 1,004,555
Total W 2,776,458

6. OTHER FINANCIAL ASSETS:

Details of other financial assets as of Decembef812, are as follows (Korean won in thousands):

December 31, 2012

Current Non-current
Loans W 474,467 W 4,465,433
Deposits provided 1,244,423 9,751,420
Total W 1,718,89C W 14,216,853

7. INVENTORIES:

Details of inventories as of December 31, 2012 aariollows (Korean won in thousands):

December 31, 2012
Inventory Foreign currency Loss on valuation

Inventory valuation translation (reversal of
Acquisition cost valuation reserve variance reserve)
Finished goods W 559,735,227 W 554,064,889 W 5,670,338 W 87,447 W 1,883,981
Work in process 44,954,896 44,954,896 - - -
Raw materials 340,023,412 335,734,435 4,288,977 - 2,852,898
Supplies 23,879,965 23,500,781 379,184 - -

Materials in transit 433,468,115 433,468,115 - - -
Total W1,402,061,615W1,391,723,116 W 10,338,499 W 87,447 W 4,736,879
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Details of other assets as of December 31, 20&2asfollows (Korean won in thousands):

December 31, 2012

Current Non-current
Advance payments W 22,994,351 W -
Prepaid expenses 53,454,191 -
Others 2,675,247 2,461,283
Total W 79,123,789 W 2,461,283

9. SUBSIDIARIES:

(1) Details of subsidiaries as of December 31, 2612 as follows:

Percentage
of ownershig Reporting
Subsidiaries Primary business Location (%) date
Daehwa Engineering & Machinery C ~ Manufacture _of tire anq tube Korea 9500 Dec.31
Ltd. manufacturing machine
Hankook Tire America Corp. Sales of tires USA 100.00 Dec.31
Hankook Tyre U.K. Ltd. Sales of tires F’”'ted 100.00 Dec.31
Kingdom
Jiangsu Hankook Tire Co., Ltd. Manufacture and sales of tires China 100.00 Dec.31
Hankook Tire China Co., Ltd. Manufacture and sales of tires  China 100.00 Dec.31
Shanghai Hankook Tire Sales Co., Ltd Sales of tires China 100.00 Dec.31
Hankook Tire Netherlands B.V. Sales of tires Netherlands 100.00 Dec.31
Hankook Tire Japan Corp. Sales of tires Japan 100.00 Dec.31
Hankook Tire Canada Corp. Sales of tires Canada 100.00 Dec.31
Hankook Reifen Deutschland GmbH Sales of tires Germany 100.00 Dec.31
Hankook Tire France SARL Sales of tires France 100.00 Dec.31
Hankook Espana S.A. Sales of tires Spain 100.00 Dec.31
Hankook Tyre Australia Pty., Ltd. Sales of tires Australia 100.00 Dec.31
Hanyang Tire Sales Co., Ltd. Sales of tires Korea 100.00 Dec.31
Hankook Tire Europe Holdings B.V.  Building European governanceNetherlands 100.00 Dec.31
Hankook Tire Hungery Ltd. Manufacture and sales of tires Hungery 100.00 Dec.31
HaEE?:ngggﬁ?iipeSt Sales of tires Hungery 100.00 Dec.31
Hankook Tire Italia S.R.L Sales of tires Italy 100.00 Dec.31
Hankook Tire Europe GmbH Support to sales of tires Germany 100.00 Dec.31
Hankook Tire Rus LLC Sales of tires Russia 100.00 Dec.31
Haglf:?llsgwce.\lj).E Mexico, Sales of tires Mexico 100.00 Dec.31
Chongging Hankooktire Co., Ltd. Manufacture and sales of tires China 100.00 Dec.31
PT Hankook Tire Indonesia Manufacture and sales of tires Indonesia 99.99 Dec.31
MKT Holdings Co., Ltd. Manufacturr(;;gd sales of tire Korea 50.10 Dec.31
MK Mold (Jiaxing) Co., Ltd. Manufacturr(;;gd sales of tire China 50.10 Dec.31
MK Technology Corp. Manufacturr(;;gd sales of tire Korea 50.10 Dec.31
Har&';t(?'oskpirzlge.f%d()ﬁﬁ?]sé;enrf: kedelmi Sales of tires Poland 100.00 Dec.31
Hankook Tire Singapore PTE., Ltd. Trade and consulting Singapore 100.00 Dec.31
Hankook Tire Malaysia SDN.BHD. Sales of tires Malaysia 100.00 Dec.31
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(2) Details of subsidiaries’ financial status aPacember 31, 2012, are as follows (Korean wohdusands):

Subsidiaries Assets Liabilities Sales Net income
Hankook Tire America Corp. 458,587,122 332,658,585 414,222,066 5,673,580
Hankook Tire Canada Corp. 52,444,068 41,061,659 46,679,752 75,984
Hankook Tire Europe Holdings B.V. 239,116,419 3,191 - 24,694
Hankook Tire Netherlands B.V. 88,844,705 77,407,824 69,655,830 240,490
Hankook Tyre U.K. Ltd. 104,998,937 96,836,424 63,163,854 92,772
Hankook Reifen Deutschland GmbH 222,529,321 204,247,595 129,241,050 (614,803)
Hankook Tire France SARL 36,228,390 31,250,428 37,264,656 655,314
Hankook Tire Italia S.R.L 84,961,735 80,262,031 49,925,050 108,666
Hankook Espana S.A. 50,809,103 46,522,614 33,095,618 (10,359)
Hankook Tire Europe GmbH 30,779,769 28,314,682 7,590,719 57,056
Hankook Tire Hungery Ltd. 960,829,072 624,211,375 249,227,021 42,309,403
Hankook Tire Budapest Kereskedelmi Kft 29,262,442 24,154,441 34,967,944 242,234
Hankook Tire Rus LLC 1,069,265 333,994 1,222,009 (891,673)
Hankook Tire Japan Corp. 40,952,676 38,104,580 40,060,900 761,557
Hankook Tyre Australia Pty., Ltd. 46,352,740 43,357,698 26,534,443 313,591
Hankook Tire China Co., Ltd. 1,321,436,408 690,835,307 322,983,322 60,486,545
Jiangsu Hankook Tire Co., Ltd. 833,929,947 461,103,777 281,909,298 18,864,976
Shanghai Hankook Tire Sales Co., Ltd. 334,141,697 358,303,843 395,940,812 3,418,368
Daehwa Engineering & Machinery Co., Ltd 61,822,279 27,287,142 41,920,193 502,790
Hankook Tire DE Mexico, S.A. DE C.V. 23,316,080 22,557,751 26,904,375 (30,826)
Chongging Hankooktire Co., Ltd. 299,859,810 212,579,349 6,284,293 (9,802,852)
Hanyang Tire Sales Co., Ltd. 1,553,082 2,172,896 723,382 63,611
PT Hankook Tire Indonesia 395,407,340 272,901,154 7,097,160 (6,647,790)
MKT Holdings Co., Ltd. 66,220,685 44,884,034 - (960,789)
MK Mold (Jiaxing) Co., Ltd. 27,060,425 17,934,218 5,129,796 912,799
Hankook Tire Budapest Kereskedelmi 15,879,237 15,073,402 9,742,743 61,700
Kft.,Sp.zo.0. Polish Branch
MK Technology Corp. 54,149,824 15,696,385 18,782,626 2,625,816
Hankook Tire Singapore PTE., Ltd. 57,693,929 57,010,700 353,252 98,214
428,440 - - -

Hankook Tire Malaysia SDN.BHD.

10. PROPERTY, PLANT AND EQUIPMENT:

(1) Details of the carrying value of property, gland equipment as of December 31, 2012, are lsvio(Korean

won in thousands):

December 31, 2012

Accumulated

Accumulated

Land

Buildings

Structures

Machinery and equipment
Vehicles

Tools, furniture and fixtures
Machinery in transit
Construction in progress
Total

Acquisition cost depreciation impairment Carrying value

W 273,593,265 W - W - W 273,593,265
1,326,975,271 266,605,086 - 1,060,370,185
91,406,257 35,241,341 - 56,164,916
3,340,866,493 1,807,691,593 - 1,533,174,900
42,876,229 28,469,977 - 14,406,252
891,646,427 576,607,220 1,594,797 313,444,410
95,817,916 - - 95,817,916
224,618,818 - - 224,618,818

W

6,287,800,676 W

2,714,615,217W

1,594,797 W 3,571,590,662
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(2) Changes in property, plant and equipment ferfttur months ended December 31, 2012, are asv®[|Korean
won in thousands):

Foreign
Acquisition by currency Ending
spin-off Acquisition Disposal Depreciation Others translation balance
Land W 265,841,860 W - W - W - W 8,218,501 W  (467,096) W 273,593,265
Buildings 981,898,568 1,613,214 183 10,969,746 109,086,479  (21,258,147) 1,060,370,185
Structures 58,961,598 5,500 1 1,712,052 65,801 (1,155,930) 56,164,916

Machinery and
equipment 1,423,225,260 817,523 6,372,655 92,402,062 247,459,323  (39,552,489) 1,533,174,900

Vehicles 13,014,608 1,034,674 174,297 1,156,734 1,925,842 (237,841) 14,406,252
Tools,
furniture and
fixtures 303,518,715 22,523,859 6,261,923 27,095,279 26,307,039 (5,548,001) 313,444,410
Machinery
in transit 187,318,184 48,055,796 - - (133,191,068) (6,364,996) 95,817,916
Construction
in progress 346,399,366 132,991,266 - - (248,003,516) (6,768,298) 224,618,818
Total W 3,580,178,159 W 207,041,832 W 12,809,059 W 133,335,873 W 11,868,401 W (81,352,798) W 3,571,590,662

(3) Pledged assets as collateral
As of December 31, 2012, a portion of the Group&pprty, plant and equipment (land, buildings arathinery) is

pledged as collateral for its credit limit and athésee Note 36). The Group has subscribed toepopnd
comprehensive insurance for its buildings (see 186}

11. INVESTMENT PROPERTY:

(1) Details of the carrying value of investmentgedy as of December 31, 2012, are as follows (Korgon in
thousands):

December 31, 2012
Accumulated

Acquisition cost depreciation Carrying value
Land W 39,216,992 W - W 39,216,992
Buildings 15,253,957 4,357,608 10,896,349
Total W 54,470,949 W 4,357,608 W 50,113,341

(2) Changes in investment property for the four therended December 31, 2012, are as follows (Kongamin
thousands):

December 31, 2012

Acquisition by Ending

spin-off Acquisition Disposal Depreciation Others balance
Land W 43,978,010 W - W - W - W (4,761,018) W 39,216,992
Buildings 17,178,043 - - (82,200) (6,199,494) 10,896,349
Total W 61,156,053 W - W - W (82,200) W (10,960,512) W 50,113,341

(3) Earnings and operating expenses from investprapterty for the four months ended December 3122@re
W415,767 thousand an® 72,468 thousand, respectively.

(4) As of December 31, 2012, carrying amount oEstment property is¥50,113,341 thousand and the fair value
is W53,749,334 thousand.
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12. INTANGIBLE ASSETS:

(1) Details of carrying value of intangible assatsof December 31, 2012, are as follows (Koreaniwon
thousands):

December 31, 2012

Acquisition cost Accumulated Amortization Carrying value
Industrial rights W 8,287,829 W 6,100,097 W 2,187,732
Other intangible assets 104,459,122 17,424,151 87,034,971
Goodwill 27,393,123 - 27,393,123
Total W 140,140,074 W 23,524,248 W 116,615,826

(2) Changes in intangible assets for the four meetided December 31, 2012, are as follows (Koreamim
thousands):

December 31, 2012

Acquisition
by spin-off  Acquisition Disposal Amortization Others Ending balance
Industrial rights W 2,199,473 W 958 W - W 323,883 W 311,184 W 2,187,732
Other intangible assets 88,671,728 3,310,395 - 1,424,553  (3,522,599) 87,034,971
Goodwill 28,479,872 - - - (1,086,749) 27,393,123
Total W119,351,07 W 3,311,353 W - W 1,748,436 W (4,298,164) W 116,615,826

(3) The parent company succeeded 99.9% shares of &knology Corp. which had been purchased befire s
off by MKT Holdings Co., Ltd. As of December 31,20 the Group recognize® 28,479,872 thousand

provisionally as goodwill. Finally completed firaal effect of the business combination for therent period
is as follows (Korean won in thousands):

Amount
Consideration for merger W 61,950,000
Deduction: Fair value of identifiable acquired dsse (34,556,877)
Goodwill W 27,393,123

(4) The recoverable amount of cash-generating(t@&U”) on the MK Technology Corp. was measuredst
value-in-use. As the result of assessment the isd@linot recognize impairment of goodwill. Main
assumptions are as follows.

Rate
Discount rate(weighted average capital cost) 12.3%
Permanent growth rate 0.0%

13. TRADE AND OTHER ACCOUNTS PAYABLE:

Details of trade and other accounts payable assoEBber 31, 2012, are as follows (Korean won inghads):

December 31, 2012

Trade payables W 389,674,803
Other accounts payable 469,189,933
Accrued expenses 80,751,635

Total W 939,616,371
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14. BORROWINGS:
(1) Details of borrowings as of December 31, 2@k2,as follows (Korean won in thousands):

December 31, 2012

Current Non-current
Short-term borrowings W 1,858,478,772'W -
Long-term borrowings 74,813,908 734,455,576
Debentures - 149,481,404
Total W 1,933,292,680 W 883,936,980

(2) Details of short-term borrowings as of Decenttie 2012, are as follows (Korean won in thousgnds

Annual interest rate

Lender (%) December 31, 2012

General loans Bank of China and others 1.46-7.08 W 874,332,388
Bank overdrafts UniCredit and others 1.771.86 93,651,766
Transfer of U3 woori Bank and others 1.05-4.26 476,901,801
Usance Kookmin Bank and others 1.524.30 276,656,047
Trade financing Bank of China and others 3.76-3.81 136,936,770
Total W 1,858,478,772

(*1) As financial liabilities recognized with respectttansfer of trade receivables that canmeet remova
requirements, these are secured by the Groupks teadivables.

(3) Details of long-term borrowings as of DecemBgr 2012, are as follows (Korean won in thousands):

Annual
Lender interest rate (%) Current Non-current

Long-term borrowings Woori Bank

in local currency and others 2.00-6.53 W - W 45,271,403
Long-term borrowings Korea

: . Development Ban 1.954.85 74,813,908 689,184,173

in foreign currency and others
Total W 74,813,908 W 734,455,576

(4) Details of debentures as of December 31, 28f2as follows (Korean won in thousands):

Annual
interest rate
Classification Issue dates Maturity dates (%) Current Non-current
The 81-2'debentures payable  2012.2.21 2015.2.21 3.84 W - W 80,000,000
The 81-2° debentures payable  2012.2.21 2017.2.21 4.06 - 70,000,000
Discount on debentures - (518,596)

Total

=+

W149,481,404




- 29 -

15. OTHER FINANCIAL LIABILITIES:

Details of other financial liabilities as of Deceent81, 2012, are as follows (Korean won in thousind

December 31, 2012

Current Non-current

Foreign exchange forward liabilitiesW 303,164 W -
Rental deposits - 3,851,763
Total W 303,164 W 3,851,763

16. RETIREMENT BENEFIT PLAN:

The most recent actuarial assessment of plan aasegtdefined benefit obligation was performed based
December 31, 2012 by Mirae Asset Securities Cal., Rtesent value of the defined benefit obligatitarelated
current service cost and past service cost have ineasured by the projected unit credit method.

(1) The principal actuarial assumptions used imewtent benefit obligation assessment as of Dece8the2012,
are as follows (Unit: %):

December 31, 2012
Discount rate 3.394.43
Expected rate of return on plan assets 3.394.43

(2) The detail of post- employee benefit recogniiregrofit and loss for the four months ended Delgen81, 2012,
are as follows (Korean won in thousands):

2012
Current service cost W 11,906,829
Interest cost 2,506,744
Expected return on plan assets (1,880,863)
Total W 12,532,710

(3) As of December 31, 2012, amounts recognizeéldrconsolidated statement of financial positidatesl to
retirement benefit obligation are as follows (Kareeon in thousands):

December 31, 2012

Present value of defined benefit obligation W 194,129,149
Fair value of plan assets (177,905,286)
Net retirement benefit obligation W 16,223,863

(4) Changes in present value of defined benefigakibn for the four months ended December 31, 28l as
follows (Korean won in thousands):

2012
Acquisition by spin-off W 154,113,376
Current service cost 11,906,829
Interest cost 2,506,744
Actuarial losses before tax 26,638,945
Benefit paid (979,041)
Foreign currency translation (57,704)

Ending balance W 194,129,149
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(5) Changes in plan assets for the four monthseebdeEember 31, 2012 are as follows (Korean wohdwusands):

2012
Acquisition by spin-off W 126,519,393
Expected return on plan assets 1,880,863
Actuarial losses before tax 102,493
Changes in plan assets 49,402,537
Ending balance W 177,905,286

In addition, the actuarial losses on retiremengfienbligation recognized as other comprehensigeiine is
W26,536,452 thousand (before deferred income tacgfas of December 31, 2012.

(6) Details of plan assets and expected returndamassets as of December 31, 2012, are as f¢kmnesan won
in thousands):

Expected Return (%) Fair value of the plan asset
Debt instruments 3.394.43 W 177,199,119
Funds converted to National Pension - 706,167
Total W 177,905,286

Expected return on plan assets is a weighted asenggect return of assets on plan assets. Manageme
evaluated the expected return on the base of thatdrend of yield and analysis of market foreaasthe entire

effective period of defined benefit obligation. Md&dhile, the actual gain on the plan asset$Vi§,983,356
thousand.

17. PROVISIONS:
(1) Details of provisions as of December 31, 2@2,as follows (Korean won in thousands):

December 31, 2012

Current Non-current Total
Provision for product liabilities W - W 6,962,150 W 6,962,150
Provision for product warranties - 44,431,316 44,431,316
Long-term debts for employees - 14,262,133 14,262,133
Other provisions - 228,394 228,394
Total W - W 65,883,993 W 65,883,993

(2) Changes in provisions for the four months endedember 31, 2012, are as follows (Korean wohdausands):

December 31, 2012

Changes Current classification
Decrease in Foreign
Acquisition by Loss on restoration currency
spin-off restoration provisions translation  Ending balance Current Non-current
Provision for product
liabilities(*1) W 9,076,800 w - W (1,632,600 W  (482,050) W 6,962,150 W - W 6,962,150
Provision for product
warranties(*2) 44,054,093 10,550,351 (9,120,513) (1,052,615) 44,431,316 - 44,431,316
Long-term debts for
employees 13,604,310 657,823 - - 14,262,133 - 14,262,133
Other provisions(*3) 224,874 3,520 - - 228,394 - 228,394

Total W 66,960,077 W 11,211,694 W(10,753,113) W (1,534,665 W 65,883,993 W - W 65,883,993
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(*1) The Group recognized additional estimated costaggion on the potential losses under producilliigtact

(*2) The amount recognized as a provision is the bdsha®e of the consideration required to settle phesent
obligation at the end of the reporting period, makinto account the risks and uncertainties sudg the
obligation. Estimation is based on the past expedef provision for product warranties, but caraffected by
other events relating to new materials, changerodyztion process, the quality of products.

(*3) The Group recognized expected estimated loss imgultom the first trial pending in court as Losa o
restoration in the other provisions.(Note 35)

18. OTHER LIABILITIES:

Details of other liabilities as of December 31, 204re as follows (Korean won in thousands):

December 31, 2012

Current Non-current
Advance received W 7,888,273 W -
Withholdings 7,295,234 -
Unearned revenue 41,354,815 -
Others 2,084,518 -
Total W 58,622,840 W -

19. CAPITAL STOCK:

Details of capital stock as of December 31, 2012 aa follows (Korean won):

December 31, 2012

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

Ordinary share 123,875,069
Capital stock:

Common stock W 61,937,534,500

As of December 31, 2012, the Group holds 22,38&itraal shares in treasury, due to a spin-off, Eedrds
treasury stock as other paid-in capital

20. OTHER PAID-IN CAPITAL:

Details of other paid-in capital as of DecemberZ112, are as follows (Korean won in thousands):

December 31, 2012

Paid-in capital in excess of par value W 2,993,465,738
Treasury stocks (1,088,018)
Total W 2,992,377,720

21. RETAINED EARNINGS AND DIVIDENDS:

(1) Details of retained earnings as of Decembe812, are as follows (Korean won in thousands):

December 31, 2012

Legal reserve:
Earned surplus reserve W 211,566,946
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(2) Details of changes in retained earnings for the foonths ended December 31, 2012, are as followse@h
won in thousands):

2012
Beginning balance W -
Net income 231,568,971
Actuarial losses on defined benefit plans (26,538)4
Income tax effects 6,413,976
Changes in non-controlling interest 120,451
Ending balance W 211,566,946

(3) Details of changes in actuarial gains (lossesjiefined benefit plans for the four months endedember 31,
2012, are as follows (Korean won in thousands):

2012
Beginning balance W -
Current changes (26,536,453)
Income tax effects 6,413,977
Changes in non-controlling interest 120,451
Ending balance W (20,002,025)

22. OTHER EQUITY:

(1) Details of other capital components as of Decer8thie2012, are as follows (Korean won in thousands):

December 31, 2012

Losses on valuation of AFS securities, net¥ (38,289)
Cash flow hedging reserve (229,798)
Gains on translation of foreign operations (53,688)
Total W (53,812,775)

(2) Details of changes in gains and losses on tialuaf AFS securities for the four months endead®aber 31,
2012, are as follows (Korean won in thousands):

2012
Beginning balance W -
Losses on valuation of AFS securities, net (36,522)
Tax effects on valuation of AFS securities, net (1,489)
Changes in non-controlling interest 278
Ending balance W (38,289)

(3) Details of changes in cash flow hedging reséoveéhe four months ended December 31, 2012, safellws
(Korean won in thousands):

2012
Beginning balance W -
Losses on cash flow hedging reserve (303,164)
Tax effects on the other comprehensive income 73,366

Ending balance W (229,798)
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(4) Details of changes in gains and losses onlatas of foreign operations for the four monthsled December
31, 2012, are as follows (Korean won in thousands):

2012
Beginning balance W -
Changes in current period (52,643,140)
Tax effects on the other comprehensive income (1,073,406)
Changes in non-controlling interest (171,859)
Ending balance W (53,544,687)

23. SALES AND COST OF SALES:

(1) Details of sales for the four months ended Decer@lheP012, are as follows (Korean won in thousands)

2012

Sale of goods W 2,315,674,903
Sale of finished goods 2,392,687,206
Sale discount (34,684,867)
Export fees (28,602,832)
Sales incentive (13,724,604)

Rendering of services 1,548,501
Rental sales 773,756
Wage sales 212,459
Other sales 562,286

Total W 2,317,223,404

(2) Detalils of cost of sales for the four months enBedember 31, 2012, are as follows (Korean wonausands):

2012
Cost of finished goods sold W 1,560,409,800
Custom duties reimbursed (3,373,512)
Loss (reversal of) on valuation of inventories, net 4,736,879
Total W 1,561,773,167

24, SELLING AND ADMINISTRATIVE EXPENSES:

(1) Details of selling expenses for the four morghded December 31, 2012, are as follows (Koreamiwo
thousands):

2012
Payroll W 16,478,696
Provision for severance benefits 1,451,257
Travel and transportation expenses 56,875,678
Ship transportation expenses 51,772,850
Packing charges 3,861,617
Advertisement 84,746,847
Other export expenses 4,330,617
Foreign market development expenses 127,595
Sales damage expenses 10,550,351

Total W 230,195,508
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(2) Details of administrative expense for the fmonths ended December 31, 2012, are as followse@owon in

thousands):
2012

Payroll W 40,920,098
Provision for severance benefits 1,051,354
Utility expenses 2,155,563
Depreciation 13,024,117
Repairs expenses 1,380,991
Supplies expenses 1,744,894
Taxes and dues 12,015,077
Rental expenses 8,015,139
Insurance 4,034,967
Employee benefits 11,242,429
Travel expenses 5,961,025
Communication expenses 1,707,993
Service expenses 12,361,674
Service fees 15,683,463
Entertainment expenses 2,139,508
Publication expenses 248,799
Training expenses 911,429
Vehicles maintenance expenses 1,545,195
Provision for doubtful accounts (2,053,664)
Amortization of intangible assets 1,257,148
Warehouse charges 9,943,368
Brand loyalty expenses 14,294
Test expenses 2,073,015
Overseas branch maintenance expenses 2,085,413
SSC service fee 5,961,406
Engineering fee 13,376,092
Miscellaneous expenses 303,422
Total W 169,104,209

25. FINANCIAL INCOME:

(1) Details of financial income for the four months eddecember 31, 2012, are as follows (Korean won in

thousands):

2012

Interest income:
Short-term financial assets W
Trade and other accounts receivable
AFS financial assets

4,511,803
485,327
92

Subtotal
Gain on foreign currency translation
Gain on foreign currency transaction

4,997,222
4,297,328
4,472,562

Total W

13,767,112
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(2) Details of financial income by categories for tberfmonths ended December 31, 2012, are as follda®an
won in thousands):

2012

Loans and receivables W 4,997,130

Financial assets AFS 92

Subtotal W 4,997,222
Gain on foreign currency transaction from borrowvgimng foreign currency 3,197,784
Gain on foreign currency transaction from depasit®reign currency 1,274,778
Gain on foreign currency translation from borrovéng foreign currency 3,685,262
Gain on foreign currency translation from depositforeign currency 612,066

Total W 13,767,112

26. FINANCIAL EXPENSES:

Details of financial expenses for the four monthdexl December 31, 2012, are as follows (Koreaniwon
thousands):

2012

Interest expense:

Common borrowings W 22,751,027

Bonds interest 2,057,744
Subtotal 24,808,771

Qualifying assets (405,250)
Subtotal 24,403,521
Loss on disposal of AFS securities 3,902
Loss on foreign currency transaction from borrowingforeign currency 1,011,198
Loss on foreign currency transaction from depasifereign currency 11,069,447
Loss on foreign currency translation from borrovenig foreign currency 6,710,086
Loss on foreign currency translation from depasitioreign currency 4,555,450
Loss on foreign currency translation from shorirtéoans in foreign

currency 3,175,000
Total W 50,928,604

27. OTHER NON-OPERATING INCOME:

Details of other non-operating income for the foonths ended December 31, 2012, are as followse@¢owon in
thousands):

2012
Commission income W 135,200
Dividend income 62,741
Royalty fee income 50,486
Rental income 655,647
Gains on foreign currency transaction 64,861,679
Gains on foreign currency translation 33,736,108
Gains on foreign exchange forward transaction 1,02
Gains on disposal of property, plant and equipment 614,706
Gains on insurance settlements 119,591
Other operating income 10,581,461

Total W 110,828,640
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28. OTHER NON-OPERATING EXPENSES.:

Details of other non-operating expenses for the foonths ended December 31, 2012, are as followsegh won
in thousands):

2012
Donation W 1,672,392
Losses on disposal of property, plant and equipment 4,014,335
Losses on property abandoned 1,999,564
Other bad debt expenses 1,603,133
Losses on inventory abandoned 822,817
Losses on disposal of trade receivable 807,919
Losses on valuation of foreign exchange forward
contracts 219,160
Losses on foreign currency transaction 51,089,637
Losses on foreign currency translation 24,968,379
Loss on restoration in other provisions 3,520
Amortization of investment property 82,200
Other operating expenses 1,447,918
Total W 88,730,974

29. INCOME TAX EXPENSE:

(1) Income tax expense for the four months ended Deeefth 2, is as follows (Korean won in thousands):

2012
Current income tax of the parent company W 37,725,821
Changes in deferred income taxes 2,701,256
Changes in deferred income tax directly adjustesbunty 6,408,901
Income tax expense of the parent company 46,835,978
Income tax expense of consolidated subsidiarieo#mets 18,671,190
Tax effect for adjusting consolidation (2,992,887)
Income tax expense W 62,514,281

(2) The components of temporary differences and dafén@ome tax assets (liabilities)

The changes in accumulated temporary differenaethéfour month ended December 31, 2012, arellasvio
(Korean won in thousands):

2012
The Parent Company
Beginning balance of accumulated temporary diffeegmet W (90,086,640)
Changes in the current year, net 11,162,214
Ending balance of accumulated temporary differeneg, (101,248,854)
Exclusion from temporary difference due to uncetiadf realization (3,142,654)
Subtotal (104,391,509)
Statutory tax rate 24.20%
Deferred income tax assets of the Parent Company 5,262,745)
Deferred income tax assets of consolidated sulvsdiand others 8,428,032
Deferred income tax assets of adjusting consotidati 104,553,363

Ending balance of deferred income tax assets isalmation W 87,718,650
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(3) Details of deferred tax assets deducted froonmelated other comprehensive income (loss) assoeBber 31,

2012 are as follows (Korean won in thousands):
Non-controlling

Before tax Income tax effect interest After tax

Gain (Loss) on valuation of AFS

financial assets W (36,522) W (1,489) W 278 W (38,289)
Actuarial Gain (Loss) (26,536,452) 6,413,977 (120,451) (20,002,024)
Gains (Losses) on valuation of foreign

exchange forward contracts (303,164) 73,366 - (229,798)
Exchange differences on translating

foreign operations (52,643,140) (1,073,406) (171,859) (53,544,687)
Total W (79,519,278) W 5,412,448 W (292,032) W (73,814,798)

30. EXPENSE CLASSIFICATION BY NATURE:

Expenses classified by nature for the four montited December 31, 2012, are as follows (Koreaniwon
thousands):

Selling and Research and
administrative development
Cost of sales expenses expenses Total
Changes in inventories
Finished goods W (9,930,372) W - W - W (9,930,372)
Work in process 6,500,660 - - 6,500,660
Supplies (14,170) - - (14,170)
Raw materials 1,164,610,929 - - 1,164,610,929
Payroll 163,837,017 71,143,834 20,141,575 255,122,426
Depreciation of property,
plant and equipment 115,507,294 13,024,118 4,804,462 133,335,874
Amortization of intangible
assets 176,554 1,257,148 314,733 1,748,435
Service fees 5,128,408 15,683,463 1,326,421 22,138,292
Others 115,956,847 298,191,154 20,971,147 435,119,148
Total W 1,561,773,167 W 399,299,717 W 47,558,338 W 2,008,631,222

31. EARNINGS PER SHARE:

(1) The Group’s basic and diluted earnings per sharthéofour months ended December 31, 2012, are statp
as follows (Korean won in thousands):

2012
Net income of the parent W 231,568,970,640
Dividends for preferred stock -
Net income available for common shareholders 28,.5®),640
Weighted-average number of common shares
outstanding(*2) 123,859,654
Basic and diluted earnings per share(*1) W 1,870

(*1) As the Group has no potential ordinary shasesed, the basic and diluted earnings per shartharsame as

of December 31, 2012.
(*2) Weighted-average number of common shares andatg is the product of outstanding ordinary share
minus treasury stock and outstanding periods.
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32. SEGMENT INFORMATION:

The Group operates mainly in five geographical sagm Sales information by each segment for therfaanths
ended December 31, 2012, is as follows (Korean iwdhousands):

2012
Geographical segment Amounts Ratio(%)
North America W 459,915,789 19.8
South and Central America 87,065,386 3.8
Asia, except Korea 668,450,587 28.9
Europe 544,318,115 23.5
Domestic 557,473,527 24.0
Total W 2,317,223,404 100.0

33. RELATED-PARTY TRANSACTIONS:

(1) Details of related parties as of December 31, 2862 as follows:

Type Name of related parties
Individuals Yang-Rai Cho, Hyun-Shick Cho, Hyun-Bum Cho
Domestic Daehwa Engineering & Machinery Co., Ltd., Hanyarig Bales Corp.,
subsidiaries  MKT Holdings Co., Ltd, MK Technology Corp.
Overseas Hankook Tire America Corp., Hankook Tyre U.K. Ltdiangsu Hankook Tire Co., Ltd.,
subsidiaries  Hankook Tire China Co., Ltd., Shanghai Hankook Bedes Co., Ltd.
Hankook Tire Netherlands B.V., Hankook Tire JapangC Hankook Tire Canada Corp.,
Hankook Reifen Deutschland GmbH, Hankook Tire FeaBARL,
Hankook Tire Italia S.R.L., Hankook Espana S.A.nkiaok Tyre Australia Pty., Ltd.,
Hankook Tire Hungary Ltd., Hankook Tire Europe Hogk B.V,
Hankook Tire Europe GmbH, Hankook Tire Budapestaskedelmi Kft,
Hankook Tire DE Mexico, S.A. DE C.V., Chongging Hanoktire Co., Ltd.,
Hankook Tire Rus LLC, PT Hankook Tire Indonesia, Mkld (Jiaxing) Co., Ltd,
Hankook Tire Budapest Kereskedelmi Kft.,Sp.zo.didhdBranch,
Hankook Tire Singapore PTE., Ltd., Hankook Tire 8Mealia SDN.BHD.
Others(*) Hankook Tire Worldwide Co., Ltd., Atlas BX Co., Li&EmFrontier Inc.,
Shin-Yang Tourist Development, Shin-Yang World luees FWS Investment Advisory,
Frixa Co.,Ltd., Atlas BX Motorsports Co., Ltd., Daehwa Eng’Machinery Jiaxing Co., Ltd
Anothen WTE Co., Ltd., H-2 WTE Co., Ltd., Anothee@nsan Co., Ltd.

(*) Atlas BX Co., Ltd., EmFrontier Inc., Shin-Yang TourBevelopment, Shin-Yang World Leisure, FWSsdstmer
Advisory, Anothen WTE Co., Ltd., R-WTE Co., Ltd., Anothen Geumsan Co., Ltd., and HakKGre Worldwide Co
Ltd. are the affiliates of the Group. However, G®up does not hold any shares of those affiliates.

(2) Transactions between the Group and related pantéeas follows:

1) Transactions between the parent and subsidiaeslianinated through consolidation and not disaldsethe
notes. Transactions between the Group and othateteparties for the four months ended Decembe? @112
are as follows (Korean won in thousands):

2012
Sales transaction and others W 291,483
Purchase transaction and others 92,661,092
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2) Outstanding balances of receivables and payables@scember 31, 12 are as follows (Korean won in

thousands):
December 31, 2012
Accounts receivable and others W 57,298
Accounts payable and others 72,688,978

3) Compensation for key management personnel foratkerhonths ended December 31, 2012, is as follows
(Korean won in thousands):

2012
Short-term benefits W 1,213,717
Severance and retirement benefits 335,888
W 1,549,605

34. Cash and cash equivalents:

(1) Cash and cash equivalents consist of cash anddmpdsit minus overdraft on the consolidated stat¢ioie
cash flows. As of December 31, 2012, cash and eqsivalents of the consolidated financial stateisien
calculated as follows (Korean won in thousands):

2012
Cash and bank deposit W 485,612,512
Overdraft -
Cash and cash equivalents 485,612,512

35. EINANCIAL INSTRUMENTS:

(1) Capital management

The Group manages its capital to ensure that estitnder the Group will be able to continue whibkeximizing the
return to shareholders through the optimizatioitsoflebt and equity balance.

The Group utilizes the debt ratio as capital mansege index which is the total liabilities divideg the total equity.
Total liabilities and total equity are based ondneounts stated in the financial statements.

The Group is not subject to any externally imposagital requirements.
The debt ratio at end of the reporting period ifoflsws (Korean won in thousands):

December 31, 2012

Total liabilities W 3,960,968,823
Total shareholders’ equity 3,221,485,621
Debt ratio 122.95%

(2) The accounting policies and methods (including gedtion, measurement and related gain (loss) ratogh
adopted to the Group'’s financial assets, finarl@hillities and equity are detailed in Note 2.
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(3) Categories of financial instruments as of Decen®iei2012, are as follows (Korean won in thousands):

December 31, 2012

Financial assets Account Book value Fair value
Financial assets AFS AFS financial assets W 2,776,458 W 2,776,458
Loans and receivables Cash and cash equivalents 485,612,512 485,612,512

Short-term financial assets 194,283,138 194,283,138
Trade receivables 1,052,183,209 1,052,183,209
Accounts receivable 118,138,014 118,138,014
Accrued income 14,084,153 14,084,153
Short-term loans 474,467 474,467
Deposits provided (current) 1,244,423 1,244,423
Deposits provided 9,751,420 9,751,420
Long-term financial assets 94,550 94,550
Long-term loans 4,465,433 4,465,433
Total W 1,883,107,777W 1,883,107,777

December 31, 2012

Financial liabilities Account Book value Fair value

Derivative financial Other financial liabilities W 303,164 W 303,164

liabilities

Financial liabilities Trade payables 389,674,803 389,674,803

at amortized cost Accounts payable 469,189,933 469,189,933
Accrued expenses 80,751,635 80,751,635
Short-term borrowings 1,858,478,772  1,858,478,772
Current portion of londerm 74,813,908 74,813,908
borrowings
Long-term borrowings 734,455,576 734,455,576
Debentures 149,481,404 149,481,404
Rental deposits 3,851,763 3,851,763

Total W 3,761,000,958W 3,761,000,958

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

The Group is exposed to various risks relatedstfinancial instruments, such as market risk (qoyeisk, interest
rate risk and price risk), credit risk and liquyditsk. The finance department of the Group maergagperations,
organizes the approach to financial market androtsthe financial risks related to operationshef Company
through internal risk reports, which analyze thepgcand degree of each risk factor.

The Group uses derivative financial instrumentsedge against the risks listed. The use of dévesis decided
on the observance of the Group’s polices approyetid board of the directors. They provide thewtoented
principles of currency risk, interest rate riskedit risk, use of derivatives/non-derivatives ardessive liquidity
investments. The audit committee constantly overtiee observance of the policies and the degresloéxposure.
The Group does not trade the financial instrumentduding derivatives for the speculative purpose.

The finance department of the Group reports thaildequarterly to Foreign Exchange Risk Management
Committee monitoring whether the Group continuesamply with the risk management policies, anddieent
risk management system works appropriately forigies that the Group is exposed to.

2) Market risk

Operations of the Group are mainly exposed to fir@misks of changes in currency and interest rafehe Group
makes various contracts of derivatives for managemiinterest risk and foreign exchange rate.
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a) Foreign currency risk management

The Group undertakes transactions denominatedéigfo currencies; consequently, exposures to exygheate
fluctuations arise. Exchange rate exposures aregeal within approved policy parameters utilizingafard
foreign exchange contracts.

The carrying amounts of monetary assets and lisgsildenominated in foreign currencies other thanftinctional
currency belonging to the parent as of Decembe@12 are as follows (Korean won in thousands):

Assets Liabilities
AUD W 25,983 W 81
CAD 22,552 20,302
EUR 108,395 72,855
GBP 11,495 10,170
JPY 2,401,655 2,281,415
MXN 335,331 -
NOK 28,243 -
NzD 2,806 7
PLN 8,483 -
RUB 775,447 -
SEK 67,331 774
USD 556,148 672,878

The Group’s sensitivity to a 10% increase and desarén the KRW (functional currency of the Grougaiast the
major foreign currencies as of December 31, 2G @résented in the table below (Korean won in tands). The
sensitivity rate used in reporting foreign currenisk internally to key management personnel is Hofb it
represents management’s assessment of the reagpoabible change in foreign exchange rates. €&hsitvity
analysis includes only outstanding foreign curredepominated monetary items and adjusts theirlatios at the
period-end for a 10% change in foreign currencggat Also, it covers intragroup loans to foreige@gions
denominated in other currencies than those of tmexdand debtors as well as loans to externalgsarti A positive
number below indicates an increase in profit amegtoequity where the KRW weakens 10% against tlevaat
currency. For a 10% strengthening of the KRW agjatime relevant currency, there would be an equal a
opposite impact on the profit and other equity @ar won in thousands):

Profit or loss Equity
AUD W 2,590 W 2,590
CAD 225 225
EUR 3,554 3,554
GBP 133 133
JPY 12,024 12,024
MXN 33,533 33,533
NOK 2,824 2,824
NZD 280 280
PLN 848 848
RUB 77,545 77,545
SEK 6,656 6,656
uUsD (11,673) (11,673)

The Group sets up the policy which confines theafs#erivatives to mitigate the currency risk ocoug when
collecting receivables and settling payables ieifpm currencies. Also, the forward exchange catdrare utilized
to control the currency risk derived from highlypable forecast transactions of sales and puraf@sexceeding
the amount exposed to risk. In the same periothguvhich the highly probable forecast transactiohsales and
purchase affect profit or loss, the associatedsgaind losses of derivatives that were designateffedtive
instruments in a hedge are reclassified to adfgsiritial cost or other carrying amount of nonafiitial assets or
liabilities.
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The following table details the forward foreign ncy contracts outstanding as of December 31, 2Razan
won, Euro and U.S. dollar in thousands):

December 31, 2012

Settlement Gain(Loss) on
Contract date Expiry date  Contract sum  currency Cap rate Floor rate valuation

Standard Chartered 2012/7/12  2013/1/4  EUR 1,000,000 USD 1.1386 1.2845 W  (36,500)
2012/7/12 2013/1/18 EUR 1,000,000 USD 1.1386 1.2845 (37,779)

2012/7/12  2013/2/1  EUR 1,000,000 USD 1.1386 1.2845 (39,652)

2012/9/25 2013/3/15 EUR 1,000,000 USD 1.2 1.352 (7,630)

2012/9/25 2013/3/29 EUR 1,000,000 USD 1.2 1.352 (8,843)

Credit Suisse 2012/7/12 2013/1/11 EUR 1,000,000 USD 1.1377 1.2855 (36,635)
2012/7/12 2013/1/25 EUR 1,000,000 USD 1.1377 1.2855 (38,530)

2012/7/12  2013/2/8  EUR 1,000,000 USD 1.1377 1.2855 (40,612)

2012/9/5  2013/2/22 EUR 1,000,000 USD 1.1377 1.2855 (13,843)

2012/9/5  2013/3/8  EUR 1,000,000 USD 1.1377 1.2855 (16,144)

2012/9/5  2013/3/22 EUR 1,000,000 USD 1.1377 1.2855 (18,218)

Deutsche Bank AG  2012/9/25 2013/2/15 EUR 1,000,000 USD 1.2 1.355 (3,763)
2012/9/25 2013/2/28 EUR 1,000,000 USD 1.2 1.355 (5,015)

Total EUR 13,000,000 W (303,164)

b) Interest rate risk

The Group is exposed to interest rate risk sinberitows funds with fixed and variable interesesat The Group
maintains a balance between borrowings with vagiatierest rate and fixed interest rate or comiterest swap
contract to manage interest rate risk. Risk awvarattivity is evaluated regularly to reconcile mpes in interest
rate with defined risk propensity so that the ojéd risk aversion strategy can be implemented..

The book value of liability exposed to intereserask as of December 31, 2012 is as follows (Kongan in
thousands):

December 31, 2012
Borrowings (floating rate) W 1,523,840,207

@D Interest rate sensitivity analysis

The sensitivity analysis is performed with the asgtion that liabilities with variable interest ratat the end of the
fiscal year existed during the corresponding yewt-®ased on exposures to interest rate risk ¢f thetivative and
non-derivative instruments. When reporting interage risk to management internally, an analyaisel on an
increase/decrease of 50 basis points is used. rd@jmiesents management consideration for a reasopasibility
of change in interest rates.

Based on the sensitivity analysis, assuming abotariables to be the same, if interest rate ip3tigher/lower
than current interest rates, the Group’s incomelaveary as follows (Korean won in thousands):

50 bp increase 50 bp decrease
Profit or loss Equity Profit or loss Equity
December 31, 2012 W (7,619,201) W (7,619,201) W 7,619,201 W 7,619,201

For the four months ended December 31, 2012, tbe[3s interest rate sensitivity increased becafiggceease in
floating rate borrowings. The degree of exposarnaterest rate risk of financial assets (liakekf) is explained
further in 4) Liquidity risk management.

c¢) Other price risks

The Group is exposed to equity price risks ariging its equity investments. Equity investments laeld for
strategic rather than trading purposes. The Gdmgs not actively trade these investments.
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3) Credit risk management

Credit risk refers to risk of financial losses e tGroup when the counterpart defaults on the atiigs of the
contracts. The Group has adopted a policy of dabling with creditworthy counterparties and ohitain
sufficient collateral, where appropriate, as a rseafrmitigating the risk of financial loss from defts. The
Group only deals with the customers rated highan ihvestment grade by the independent creditgaiencies.
If those grades are not available, customers’ tis@ivaluated upon their other financial inforroatisales figures
and other factors posted publicly. The Group radylmonitors customers’ credit ratings, checkghancredit risk
exposure and readjusts deposit or aggregate arobtransactions. The aggregate risks are allodatéatal
portfolio of approved customers for diversificatieffiect that are reviewed and approved annuallffdngign
Exchange Risk Management Committee.Trade receisale be categorized into various regions and tridasn
qguantity. Credit ratings of trade receivableseavraluated constantly and credit guarantee conteaietmade, if
necessary.

Of the financial assets exposed to credit risk ek value of other financial assets represembést estimate on
the maximum exposure to credit risk.

4) Liquidity risk management

The Group has established an appropriate liquitdilymanagement framework for the management oGtiveip’s
short, medium and long-term funding and liquiditgmagement requirements. The board of directors: lfialé
reponsiblity of the liqudity risk management. T&eup manages liquidity risk by maintaining adegquatserves
and credit facilities, by continuously monitoringyécast and actual cash flows and by matching dtenity
profiles of financial assets and liabilities. HFessening liquidity risk, the details of unusedan&les of credit
facilities agreements are explained in item b).

a) Details of liquidity and interest rate risk

The table below illustrates remaining contractuatumity of non-derivative financial liabilities idetail.
Contractual maturity is based on the earliest dagmthe payment can be claimed to the Group. @&kl flows in
the table indicate that the principal and inteegstnot discounted, and the interest on cash fafileating interest
rate is derived from the yield curve at the enthefreporting period.

The amount of financial guarantee contracts idahgest sum, which the creditor banks can claittinéoGroup on
all the subsidiaries’ default as of December 31,220 It is estimated that any payment caused byulteis less
probable than it would be otherwise at the endhefreporting period. However, potential credislo$ financial
receivables in future can alter the default rateictv may result in the different estimation.

Maturity analysis of non-derivative financial li¢ibés according to their remaining maturity asDEcember 31,
2012 is as follows (Korean won in thousands):

December 31, 2012

Within a year 1-5 years After 5 years Total

Interest free:

Trade payables W 389,674,803 W - W - W 389,674,803

Accounts payable 469,189,933 - - 469,189,933

Accrued expenses 80,751,635 - - 80,751,635

Rental deposits 3,851,763 - - 3,851,763
Floating rate financial instrument:

Short-term borrowings 930,290,591 - - 930,290,591
Fixed rate financial instrument:

Short-term borrowings 928,188,181 - - 928,188,181

Long-term borrowings 74,813,908 733,655,576 800,000 809,269,484

Debentures - 150,000,000 - 150,000,000

Total W 2,876,760,814W 883,655,576 W 800,00C W 3,761,216,390
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The second table illustrates remaining contraaneturity of non-derivative financial assets in detaThe cash
flows in the table indicate the principal and ietgrnot discounted and the interest cash flowkafihg interest
rate are derived from the yield curve at the enthefreporting period. For understanding the tayi
management of the Group, the details of non-deviedinancial assets are stated because the ligugimonitored
and managed in terms of net assets (liabilities).

Maturity analysis of non-derivative financial assatcording to their remaining maturity as of Deben81, 2012,
is as follows (Korean won in thousands):

December 31, 2012

Within a year 1-5 years After 5 years Total
Interest free:
Trade receivables W 1,052,183,210W - W - W 1,052,183,210
Accounts receivable 118,138,014 - - 118,138,014
Accrued income 14,084,153 - - 14,084,153
Leasehold deposits provided - 9,751,420 - 9,751,420
Deposits of acceptances and
guarantees 1,244,422 - - 1,244,422
Long-term financial instruments - - 94,550 94,550
Fixed rate financial instrument:
Cash and cash equivalents 485,612,512 - - 485,612,512
Short-term financial assets 194,283,138 - - 194,283,138
Short-term loans 474,467 - - 474,467
Long-term loans 4,465,433 - 4,465,433
Total W 1,866,019,916W 14,216,853 W 94,550 W 1,880,331,319

(5) Fair value of financial instruments
1) Valuation methods and assumptions applied in falwes measurement

The fair values of financial instruments (i.e., gayment bonds and unsecured corporate bonds) toadactive
markets are determined with reference to quotedkebgrices. The Group uses the closing price ag)tioted
market price for its financial assets.

The fair values of derivatives where no active reigkists or where quoted prices are not otherawsdélable are
determined by using valuation techniques. Nonewptierivatives are valuated by discounted cash fiteethod
using the yield curve available. Options are vi@ddy option- pricing models. Foreign exchangavésd
contracts are determined using the yield curvevddrfrom market interest rates with the same mgtofiforward
contracts. To measure interest rate swaps, thefltas are estimated by the yield curve derivedrfnmarket
interest rate and discounted to caculate the preséue of swaps.

Fair values of other financial assets and liab#it{except those stated above) are caculated leyailymaccepted
valuation models based on discounted cash flowyaisal

Equity instruments and debt instruments measuré&ratalue where no active market exists are idetlin the
consolidated financial statements. They are estichby discounted cash flow method and otherssdunie of
applied assumptions are not grounded on observadlket price and ratio.

2) Financial instruments that are measured subsedtémitial recognition at fair value are classifiedo Levels
1 to 3, based on the degree to which the fair visluwdservable, as described below:

« Level 1: Fair value measurements are those dibfieen quoted prices (unadjusted) in active markats
identical assets or liabilities.

« Level 2: Fair value measurements are those dibfiegn inputs other than quoted prices includedhinitevel 1
that are observable for the asset or liabilitheitdirectly (i.e., as prices) or indirectly (i.derived from
prices).
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« Level 3: Fair value measurements are those defigen valuation techniques that include inputstfar asset or
liability that are not based on observable markea qunobservable inputs).

a) Financial instruments that are measured subseturitial recognition at fair value as of Decemi3dr, 2012
are as follows (Korean won in thousands):

December 31, 2012

Level 1 Level 2 Level 3 Total
Financial assets AFS
Marketable equity securities W 1,771,903 W - W - W 1,771,903
Derivative instruments - (303,164) W - (303,164)
Total W 1,771,903 W (303,164) W - W 1,468,739

(6) Reclassification of financial assets
There was no reclassification of financial assgtstmnges of purpose and use for the reportinggeri
(7) Transfer of financial assets

Financial assets and associated liabilities whiettransferred but not derecognized entirely d3asfember 31,
2012 are categorized as follows (Korean won in shaods).

Trade receivables discounted

Book value and transferred(*1)
Assets W 476,901,801
Associated liabilities W 476,901,801

(*1) In the case the trade receivables discountedtiansferred to banks are not recovered at nitbidnks have
the right of recourse to the Group. Therefore,Ghneup continues to recognize the book value afgra
receivables transferred because all the risks emerds of ownership are not transferred substntial

36. COMMITMENTS AND CONTINGENCIES:

(1) Pledged assets as collateral

As of December 31, 2012, a certain part of the @mland, buildings, machinery and equipment isigdel as
collateral for borrowings as follows (Korean worddn.S. dollar in thousands):

Creditor Pledged assets Pledged amounts
The Korea Development Bank and othetsind, buildings, machinery and equipmentKRW 301,401,651
usD 153,200
CNY 624,270

(2) Details of insurance products

As of December 31, 2012, details of insurance piedito the Group are as follows (Korean won in samals):

Product Property insured Sum insured Beneficiary
Property All Risks Buildings W 5,971,825,847  The Group
Property All Risks Inventories 3,471,658,397  The Group
Property All Risks Machinery and equipment 3,964,068,287  The Group
Movable All Risks  Other investments 98,968,709 The Group

Total W 13,506,521,240
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The Group is insured against potential future ctaihat may be brought out under the Product LighHct in the
Republic of Korea, which got effective as of 1 JaB02, and which penalizes a manufacturer or setem a
product is defective and causes injury or damagegerson or property.

The beneficial interest of insurance is pledgeddisiteral for the Group’s borrowings (The KoreavBlepment
Bank: W122,000,000 thousand and USD 110,000 thousand, MBaak: W143,145,000 thousand and USD
43,200 thousand). In addition, vehicles are indagainst a general and liability insurance policy.

(3) Outstanding credit facilities agreement

As of December 31, 2012, details of outstandingitfacilities agreement of the Group are as folqim
thousands):

Credit amount of

Description Financial institutions Currencies agreements In Korean won
(In thousands) (In thousands)
Purchase card agreements Woori Bank and others KRW 135,000,000 135,000,000
Bank overdraft agreements Woori Bank and others KRW 24,100,000 24,100,000
usD 30,000 32,133,000
EUR 235,500 333,529,230
CAD 7,000 7,532,350
Agreements to discount notes Woori Bank and others KRW 62,500,000 62,500,000
Agreements to discount trade receivabl Woori Bank and others
foreign currencid€ KRW 30,000,000 30,000,000
usbD 1,109,000 1,187,849,900
EUR 102,500 145,166,650
Agreements on general purpose loan Korea Exchange Bank
and others KRW 60,000,000 60,000,000
usD 745,610 798,622,871
EUR 13,000 18,411,380
CNY 1,230,000 211,412,400
AUD 10,000 11,114,300
HUF 98,000,000 477,260,000
Agreements on shoterm borrowings il Woori Bank and others
foreign trade KRW 234,000,000 234,000,000
usD 565,786 606,013,385
CNY 1,520,000 261,257,600
Guarantees for the payment of impoi Woori Bank and others
goods usbD 620,000 664,082,000
Credit line adjustmefi? KRW (66,820,000) (66,820,000)
TOTAL KRW 478,780,000 5,233,165,066
uUsD 3,070,396
EUR 351,000
CNY 2,750,000
AUD 10,000
HUF 98,000,000
CAD 7,000

(*1) The Group’s total ogtanding line of credit from Korea Exchange Banknearexceed the credit limit amounting

200,000,000 thousands.

(*2) As of December 312012, the Group is provided guarantees (Credit D 130,000 thousand) by Korea Tr:
Insurance Corporation th regard to agreements so as to discount tradsvedste in foreign currencies, which v
entered into with Deutsche Bank (USD 50,000 thougahdG (USD 30,000 thousand) and RBS (EUR 35

thousand).

(4) Purchase agreement

As of December 31, 2012, the Group has purchaseagnts on raw rubber materials with several serpli

including Southland, which are usually renewed atiguln addition, as of December 31, 2012, theuprbas a
long-term contract with EmFrontier Inc., one ofaf§iliated companies, to be provided with mainteceservice
for the Group’s information system.
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(5) Pending litigations

The Group is named as a defendant in various kgains arising from normal business matters, oialg product
liability. As of December 31, 2012, the outcomelase matters is uncertain. The estimated loss of
6,962,150 thousand (USD 6,500 thousand) expectidraspect to the litigations is provided as pradiability
allowance.

As of December 31, 2012, the Group was involved dsfendant in theé#*485,890 thousand lawsuit filed at Seoul
Central District Court with compensation for empgeis invention by the formal researcher. As thetatecided
partially in favor of the plaintiff on June 5, 2Q1Re sum of principal and accrued interest228,394 thousand is
provided as other provisions. Both the Group dathfiff lodged an appeal against the verdict. o lawsuit
about compensation for employee’s invention amagnid ¥180,000 thousand is outstanding at Seoul Central
District Court.

In addition, the Group has been charged with tvaesawhich amount t&%48,722 thousand, and has filed five

lawsuits, which amount to# 752,829 thousand. As of December 31, 2012, thétsesf these matters are
unpredictable.

37. Incorporation by spin-off:

The Group was spun off from Hankook Tire Worldw@e., Ltd. (the former Hankook Tire Co., Ltd.) to be
incorporated as of December 31, 2012.

(1) General information of spin-off

Under the second and the eleventh of Article 53thefCommercial law, the tire business unit hastspain off
and incorporated by the method of allotting newsluied shares of the new company to the sharehatders
proportion to the percentage of ownership.

Hence, newly issued shares of the new company I allotted by the ratio of 0.8139505 per a sfarthe
shareholders registered on the stockholders’ [i$he ratio is based on the annual settlement afuads for the
year ended December 31, 2011.

(2) The amount of assets and liabilities transferreithéonew company

The amount of assets and liabilities transferrethéonew company is determined by the spin-off jglaproved by
the extraordinary general meeting of shareholderduty 27, 2012. Following increase and decreasles assets
and liabilities are adjusted to the plan until ttade of spin-off.

(3) Accounting method of spin-off

1) The assets and liabilities transferred to the nempany are recognized at the consolidated booleathe
former company before spin-off

2) Directly associated deferred income tax assetsilitias) are transferred to the new company alaity the
transferred assets and liabilities

3) The surplus consolidated book value of the transfenet asset over the equity, increased by sjnisof
recognized as other paid-in capital.

(4) Succession of Rights and obligations

All of the positive and negative property, rightsladuties including those under public law and ecoically
valuable fact relevance (licensing, labor relatiopscontractual relationship, litigations and e#about the tire
business unit belong to the new company in prieciplThe others should belong to the surviving camgpa
consequently.
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(5) Liabilities of companies derived from spin-off

Under the first clause of third of Article 530 btCommercial law, the spin-off has been implentbtethe
special resolution at the shareholders’ meetingccofding to the first clause of ninth of Article®3he new and
surviving companies are severally and jointly leafdr the debts incurred before spin-off.

(6) Components of the assets and liabilities transfieiwehe Group, which are associated with theltireiness unit,
are as follows (Korean won in thousands):

September 1, 2012

Assets W 7,412,033,750
Liabilities 4,346,367,355
Net assets W 3,065,666,395

(7) Application of accounting policies

The Group’s accounting policies are the same apdlheies that existed before spin-off.



