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Independent auditor’s report

SK Holdings Co., Ltd.
The Shareholders and Board of Directors

Opinion
We have audited the separate financial statements of SK Holdings Co., Ltd. (the “Company”), which comprise the
separate statements of financial position as of December 31, 2019 and 2018, and the separate statements of
comprehensive income, separate statements of changes in equity and separate statements of cash flows for the
years then ended, and notes to the separate financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying separate financial statements present fairly, in all material respects, the separate
financial position of the Company as of December 31, 2019 and 2018, and its financial performance and its cash
flows for the years then ended in accordance with Korean International Financial Reporting Standards (“KIFRS”).

We also have audited, in accordance with Korean Auditing Standards (“KGAAS”), the Company’s internal control
over financial reporting (“ICFR”) as of December 31, 2019, based on criteria established in Conceptual Framework
for designing and operating ICFR established by the Operating Committee of ICFR (the “ICFR Committee”), and
our report dated March 10, 2020 expressed an unqualified opinion thereon.

Basis for opinion

We conducted our audits in accordance with the KGAAS. Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the separate financial statements section of our report.
We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of
the separate financial statements in the Republic of Korea, and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the separate financial statements of the current period. These matters were addressed in the context of
our audit of the separate financial statements as a whole, and in forming our audit opinion thereon, and we
do not provide a separate opinion on these matters.
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(1) Revenue recognition by input method

As discussed in Note 2 to the financial statements, if the Company can reasonably measure the percentage of
completion of the performance obligation for system construction services and others, the contract revenue related
to the performance obligation is recognized as revenue based on the percentage of completion of the contract
activity as of the end of the reporting period. The Company measures the percentage of completion based on the
ratio of total costs incurred for the performance obligation divided by the total estimated contract costs, and such
measurement method involves uncertainties in accounting estimates because the measurement results are
significantly affected by management's judgment.

We have selected revenue recognition as a key audit matter considering the likelihood of errors in estimating the
percentage of completion or the likelihood of errors in profit or loss due to an intentional misstatement.

The major audit procedures we have performed in this regard were as follows:

® Obtained an understanding of the Company's accounting policies related to revenue recognition and
reviewed whether there were any modifications to the accounting policies

® Reviewed whether the conditions that can reasonably measure the percentage of completion are met

® Obtained an understanding of the design of internal controls related to estimation and modification to total
estimated contract costs and evaluated such design

® Recalculated the percentage of completion and reviewed contracts with significant changes in the percentage
of completion

® Reviewed the occurrence and timing of input costs incurred during the current period through sampling

(2) Impairment testing of brand-related assets

As described in Note 13 to the separate financial statements, the Company recognizes intangible assets with
indefinite useful life, particularly brand-related assets of W1,975,000 million.

As of December 31, 2019, of the total intangible assets recognized by the Company, SK brand-related assets of
W1,975,000 million from merger with the Company in 2015 was significant in amount. In accordance with KIFRS
1036 Impairment of Assets, the Company shall test intangible assets with indefinite useful life for impairment
annually. In consideration of the significance of management's assumptions and judgment used in estimating
value in use related to impairment testing of intangible assets with indefinite useful life, we determined impairment
testing of SK brand-related assets as a key audit matter.

The major audit procedures we have performed in this regard were as follows:

® Obtained an understanding of assets subject to impairment testing and reviewed the Company's accounting
policies related to impairment testing

® Assessed the qualification, experience and expertise of the Company's external valuers and checked their
objectivity and independence

® Reviewed the impairment report prepared by the Company's external valuer

® Involved an internal specialist and reviewed the appropriateness of the valuation method and assumptions
used

® Compared the financial forecasts used in estimating value in use and those approved by management

® Reviewed the impact on management's result of assessment due to changes in key assumptions from
sensitivity analysis of discount rates and permanent growth rates that are used in estimating value in use

® Reviewed adequacy and completeness of the related disclosures in accordance with KIFRS 1036

A member firm of Ernst & Young Global Limited
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Responsibilities of management and those charged with governance for the separate financial statements
Management is responsible for the preparation of the separate financial statements in accordance with KIFRS,
and for such internal control as management determine is necessary to enable the preparation of the separate
financial statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the separate financial statements

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

As part of an audit in accordance with KGAAS, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

® |dentify and assess the risks of material misstatement of the separate financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control

® Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances

® FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management

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

® FEvaluate the overall presentation, structure and content of the separate financial statements, including the
disclosures, and whether the separate financial statements represent the underlying transactions and events
in a manner that achieves fair presentation

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the those charged with governance with a statement that we have complied with relevant ethical

requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the separate financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

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

Eonit oy o fng

March 10, 2020

This audit report is effective as of March 10, 2020, the independent auditor’s report date. Accordingly, certain
material subsequent events or circumstances may have occurred during the period from the date of the
independent auditor’s report to the time this report is used. Such events and circumstances could significantly
affect the accompanying separate financial statements and may result in modifications to this report.

A member firm of Ernst & Young Global Limited



SK Holdings Co., Ltd.

Separate financial statements
for the years ended December 31, 2019 and 2018

“The accompanying separate financial statements, including all footnotes and disclosures,
have been prepared by, and are the responsibility of, the Company.”

Tae-Won Chey and Dong-Hyun Jang
Chief Executive Officers
SK Holdings Co., Ltd.



SK Holdings Co., Ltd.

Separate statements of financial position

as of December 31, 2019 and 2018

(Korean won in millions and U.S. dollar in thousands)

Assets

Current assets:
Cash and cash equivalents
Short-term financial instruments
Trade receivables, net
Other receivables, net
Inventories, net
Short-term investment securities
Other current assets
Total current assets

Non-current assets:
Long-term investment securities
Investments in subsidiaries
Investments in associates and

joint ventures

Property, plant and equipment, net
Investment properties, net
Right-of-use asset, net
Intangible assets, net
Other non-current assets
Total non-current assets

Total assets

Liabilities and equity

Liabilities

Current liabilities:
Short-term borrowings
Trade payables
Other payables
Accrued expenses
Provisions
Current portion of long-term debt
Other current liabilities
Total current liabilities

Non-current liabilities:
Bonds payable
Defined benefit liabilities
Deferred tax liabilities
Other non-current liabilities
Total non-current liabilities
Total liabilities

Equity
Issued capital
Other paid-in capital
Retained earnings
Other components of equity
Total equity

Total liabilities and equity

Translation into U.S. dollar

Korean won (Note 2)
Notes 2019 2018 2019 2018

4,32 W 57,805 W 123,858 $ 49,927 $ 106,975
4,30,31 152,952 128,491 132,106 110,979
4,5,27,31 476,271 492,226 411,359 425,139
4,27,31,32 1,117 1,858 965 1,605
6 147 172 127 149
4,7,31 17,339 - 14,976 -
4,17,18,31 76,744 20,612 66,284 17,803
782,375 767,217 675,744 662,650

4,7,30,31,32 565,688 395,085 488,589 341,238
8,32 17,305,770 16,605,095 14,947,115 14,341,937

9 787,657 802,807 680,305 693,390

10 520,222 494,803 449,319 427,365

12 7,927 8,353 6,847 7,215

11 40,393 - 34,888 -

13 2,122,103 2,105,698 1,832,875 1,818,706
4,17,18,30,31 402,951 197,610 348,032 170,677
21,752,711 20,609,451 18,787,970 17,800,528

W 22,535,086 W 21,376,668 $ 19,463,714 $ 18,463,178

4,14,29,30,31 W 1,680,000 W 910,000 $ 1,451,028 ¢ 785,973
4,27,31 160,253 116,507 138,412 100,628
4,27,29,31 111,254 98,969 96,091 85,480
4,31 76,116 67,400 65,742 58,214

15 6,546 3,204 5,654 2,767
4,14,29,31 1,132,548 1,083,112 978,190 935,491
4,11,17,18,27,29,31 146,365 225,141 126,416 194,456
3,313,082 2,504,333 2,861,533 2,163,009

4,14,29,31 5,192,962 5,134,589 4,485,198 4,434,781
16 32,147 44,403 27,766 38,351

25 336,100 268,728 290,292 232,102
4,11,17,18,27,29,31 258,233 256,479 223,038 221,523
5,819,442 5,704,199 5,026,294 4,926,757

9,132,524 8,208,532 7,887,827 7,089,766

1,19 15,385 15,385 13,288 13,288
19,32 3,504,680 4,411,253 3,027,017 3,810,030

19 9,870,812 8,743,527 8,525,490 7,551,846
19 11,685 (2,029) 10,092 (1,752)
13,402,562 13,168,136 11,575,887 11,373,412

W 22,535,086 W 21,376,668 $ 19,463,714 § 18,463,178

The accompanying notes are an integral part of the separate financial statements.
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SK Holdings Co., Ltd.

Separate statements of comprehensive income

for the years ended December 31, 2019 and 2018

(Korean won in millions and U.S. dollar in thousands, except earnings per share)

Translation into U.S. dollar

Korean won (Note 2)
Notes 2019 2018 2019 2018
Operating revenue 21,27 W 3,245,516 W 2,672,412 $ 2,803,175 $ 2,308,181
Operating expenses 22,23,27 1,764,617 1,611,447 1,524,113 1,391,818
Operating profit 1,480,899 1,060,965 1,279,062 916,363
Finance income 4,24 305,521 235,881 263,881 203,732
Finance costs 4,24 207,093 441,996 178,868 381,755
Other non-operating income 24 2,218 808,348 1,916 698,176
Other non-operating expenses 24 33,648 81,920 29,062 70,755
Profit from continuing operations 1,547,897 1,581,278 1,336,929 1,365,761
before income tax expense
Income tax expense from continuing operations 25 127,354 158,584 109,997 136,970
Profit for the year from continuing operations 1,420,543 1,422,694 1,226,932 1,228,791
Gain from discontinued operations 28 - 30,937 - 26,721
Profit for the year W 1,420,543 W 1,453,631 §$ 1,226,933 $ 1,255,511
Other comprehensive income (loss):
Items not to be reclassified to profit
or loss in subsequent periods:
Remeasurement loss on defined benefit plans 16 (15,262) (14,879) (13,182) (12,851)
Net gain on valuation of financial assets
measured at FVOCI 7 13,714 212 11,845 183
Items to be reclassified to profit or
loss in subsequent periods:
(1,548) (14,667) (1,337) (12,668)
Total comprehensive income for the year W 1,418,995 W 1,438,964 $ 1,225,595 $ 1,216,123
Earnings per share (Korean won and U.S. dollar): 26
Basic earnings per share W 25,632 W 25988 $ 2214 $ 22.45
Basic earnings per share from continuing operations 25,632 25,434 22.14 21.97

The accompanying notes are an integral part of the separate financial statements.
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SK Holdings Co., Ltd.

Separate statements of cash flows

for the years ended December 31, 2019 and 2018
(Korean won in millions and U.S. dollar in thousands)

Translation into U.S. dollar

Korean won (Note 2)
Notes 2019 2018 2019 2018
Cash flows from operating activities:
Profit for the year W 1,420,543 W 1,453,631 $ 1,226,933 $ 1,255,511
Non-cash adjustments 29 (1,040,364) (1,179,061) (898,570) (1,018,363)
Working capital adjustments 29 25,108 (105,755) 21,686 (91,341)
Interest received 5,316 6,565 4,591 5,670
Interest paid (192,454) (155,667) (166,224) (134,451)
Dividends received 1,247,460 830,877 1,077,440 717,634
Income taxes paid (188,907) (45,271) (163,160) (39,101)
Net cash provided by operating activities 1,276,702 805,319 1,102,696 695,559
Cash flows from investing activities:
Increase in short-term and long-term financial instruments, net (24,711) (84,975) (21,343) (73,394)
Increase in short-term and long-term loans, net (2,964) - (2,560) -
Proceeds from disposal of long-term investment securities 3,141 55,348 2,713 47,804
Proceeds from disposal of investments in subsidiaries - 223,726 - 193,234
Proceeds from disposal of investments in associates - 7,103 - 6,135
Proceeds from disposal of property, plant and equipment 224 308,722 193 266,645
Proceeds from disposal of intangible assets 180 5,629 155 4,862
Acquisition of long-term investment securities (115,348) (107,878) (99,627) (93,175)
Acquisition of investments in subsidiaries (701,055) (1,090,393) (605,506) (941,780)
Acquisition of investments in associates (30,328) (155,691) (26,195) (134,471)
Acquisition of property, plant and equipment (69,744) (59,238) (60,238) (51,164)
Acquisition of intangible assets (39,697) (39,146) (34,287) (33,811)
Increase in guarantee deposits, net (357) (10,353) (308) (8,942)
Business transfer - 187,970 - 162,351
Cash inflows from business combinations - 4 - 3
Net cash used in investing activities (980,659) (759,172) (847,003) (655,703)

Cash flows from financing activities:
Increase in short-term borrowings, net 770,000 130,000 665,054 112,282

The accompanying notes are an integral part of the separate financial statements.

Issuance of bonds payable 1,195,211 1,195,213 1,032,312 1,032,314
Repayment of current portion of long-term debt (1,080,000) (1,050,000) (932,804) (906,892)
Payment of dividends (281,968) (281,973) (243,538) (243,542)
Decrease in lease liabilities (58,071) - (50,156) -
Acquisition of treasury shares (907,549) - (783,856) -
Net cash provided by financing activities 29 (362,377) (6,760) (312,988) (5,838)
Net increase (decrease) in cash and cash equivalents (66,334) 39,387 (57,295) 34,018
Net foreign exchange effects 281 (11) 243 11)
Cash and cash equivalents at the beginning of the year 123,858 84,482 106,979 72,968
Cash and cash equivalents at the end of the year W 57,805 W 123,858 $ 49,927 106,975




SK Holdings Co., Ltd.
Notes to the separate financial statements
December 31, 2019 and 2018

1. Corporate information

SK Holdings Co., Ltd. (the “Company”) was established on April 13, 1991, and has been engaged in
providing systems integration, software design and development, information processing and consulting
services, and is headquartered at 26, Jong-ro, Jongno-gu, Seoul. The Company’s ordinary shares have
been listed on the Korea Exchange since November 11, 2009.

Upon the acquisition of SK Holdings Co., Ltd. by SK C&C Co., Ltd. effective on August 1, 2015, the
Company added the investment business to its existing operations for the purpose of holding the
securities of its subsidiaries. Furthermore, the Company changed its name to its current form as of the
acquisition date.

As of December 31, 2019, the issued capital of the Company amounts to W15,385 million (including
W113 million of preferred shares). Major shareholders and their equity ownership are Tae-won Chey,
National Pension Service and Ki-won Choi, each holding 18.44%, 7.34% and 6.85% respectively, as of
December 31, 2019.

2. Summary of significant accounting policies

The Company maintains its official accounting records in Korean won and prepares the separate
financial statements in conformity with Korean International Financial Reporting Standards (“KIFRS”),
in the Korean language. Accordingly, these separate financial statements are intended for use by those
who are informed about KIFRS and Korean practices. The accompanying separate financial statements
have been restructured and translated into English with certain expanded descriptions from the Korean
language financial statements. Certain information included in the Korean language separated financial
statements, but not required for a fair presentation of the Company’s separate financial position,
comprehensive income, changes in shareholder's equity or cash flows is not presented in the
accompanying separate financial statements.

The accompanying separate financial statements are stated in Korean won, the currency of the country
in which the Company is incorporated and operates. The translation of Korean won amounts into U.S.
dollar amounts is included solely for the convenience of readers of the separate financial statements
and has been made at the rate of W1,157.8 to USD 1.00, the basic exchange rate in the Seoul Money
Brokerage Service for cable transfers in Korean won on the last business day of the year ended
December 31, 2019. Such translations into U.S. dollar should not be construed as representations that
the Korean won amounts could be converted into U.S. dollar at that or any other rate.

2.1 Basis of preparation

The Company has prepared the statutory separate financial statements in accordance with KIFRS. This
financial statement is the separate financial statements by KIFRS 1027.

The significant accounting policies used for the preparation of the accompanying separate financial
statements as of and for the year ended December 31, 2019, are the same as the accounting policies
adopted for the preparation of separate financial statements as of and for the year ended December 31,
2018, except for adoption of new and revised KIFRSs applied in the current period, which are
summarized below.

The accompanying separate financial statements have been prepared on a historical cost basis, except
for certain non-current assets and financial instruments that are measured at fair value. Historical cost
is based on the fair values of the consideration given.

The accompanying separate financial statements were approved at the Company’s Board of Directors’
meeting on February 7, 2020.

The principal accounting policies are set out below:



SK Holdings Co., Ltd.
Notes to the separate financial statements
December 31, 2019 and 2018

2.1.1 New and revised KIFRSs adopted in the current period

The Company has applied amendments to KIFRS issued that are mandatorily effective for accounting
periods beginning on or after January 1, 2019.

KIFRS 1019 - Employee Benefits

The amendments to KIFRS 1019 address the accounting when a plan amendment, curtailment or
settlement occurs during a reporting period. The amendments specify that when a plan amendment,
curtailment or settlement occurs during the annual reporting period, an entity is required to:

» Determine current service cost for the remainder of the period after the plan amendment,
curtailment or settlement, using the actuarial assumptions used to remeasure the net defined
benefit liability (asset) reflecting the benefits offered under the plan and the plan assets after that
event

» Determine net interest for the remainder of the period after the plan amendment, curtailment or
settlement using: the net defined benefit liability (asset) reflecting the benefits offered under the
plan and the plan assets after that event; and the discount rate used to remeasure that net defined
benefit liability (asset)

The amendments also clarify that an entity first determines any past service cost, or a gain or loss on
settlement, without considering the effect of the asset ceiling. This amount is recognized in profit or loss.
An entity then determines the effect of the asset ceiling after the plan amendment, curtailment or
settlement. Any change in that effect, excluding amounts included in the net interest, is recognized in
other comprehensive income. The application of KIFRS 1019 has not had a significant impact on the
Company’s financial position or management performance.

KIFRS 1028 - Investments in Associates and Joint Ventures

The amendments clarify that an entity applies KIFRS 1109 to long-term interests in an associate or joint
venture to which the equity method is not applied but that, in substance, form part of the net investment
in the associate or joint venture (long-term interests). This clarification is relevant because it implies that
the expected credit loss model in KIFRS 1109 applies to such long-term interests. The amendments
also clarified that, in applying KIFRS 1109, an entity does not take account of any losses of the associate
or joint venture, or any impairment losses on the net investment, recognized as adjustments to the net
investment in the associate or joint venture that arise from applying KIFRS 1028 Investments in
Associates and Joint Ventures. The application of KIFRS 1028 has not had a significant impact on the
Company’s financial position or management performance.

KIFRS 1109 - Financial Instruments

Some pre-payable financial assets that involve negative (-) rewards have been amended to allow them
to be measured at amortized cost and the effect of the modification should be recognized in FVPTL, if
terms of the financial liability measured at amortized cost has been changed but not removed. The
application of KIFRS 1109 has not had a significant impact on the Company’s financial position or
management performance.
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Notes to the separate financial statements
December 31, 2019 and 2018

2.1.1 New and revised KIFRSs adopted in the current period (cont’d)

KIFRS 1116 — Leases

KIFRS 1116 Leases replaces KIFRS 1017 Leases, KIFRS 2104 Determining whether an Arrangement
contains a Lease, KIFRS 2015 Operating Leases-Incentives and KIFRS 2027 Evaluating the Substance
of Transactions Involving the Legal Form of a Lease. The standard sets out the principles for the
recognition, measurement, presentation and disclosure of leases and requires lessees to account for
most leases under a single on-balance sheet model.

Lessor accounting under KIFRS 1116 is substantially unchanged from KIFRS 1017. Lessors will
continue to classify leases as either operating or finance leases using similar principles as in KIFRS
1017. Therefore, KIFRS 1116 did not have an impact for leases where the Company is the lessor.

In relation to sale and leaseback transactions, a seller-lessee shall apply the requirements for
determining when a performance obligation is satisfied in KIFRS 1115 to determine whether the transfer
of an asset is accounted for as a sale of that asset. However, the Company shall not reassess sale and
leaseback transactions entered into before the date of initial application.

The Company has applied KIFRS 1116 initially on January 1, 2019 by using the modified retrospective
approach. Therefore, the cumulative effect of adopting KIFRS 1116 has recognized as an adjustment
to the opening balance of retained earnings as of January 1, 2019 with no restatement of comparative
information.

The Company elected to use the transition practical expedient allowing the standard to be applied only
to contracts that were previously identified as leases applying KIFRS 1017 and KIFRS 2104 at the date
of initial application. The Company also elected to use the recognition exemptions for lease contracts
that, at the commencement date, have a lease term of 12 months or less and do not contain a purchase
option (‘short-term leases’), and lease contracts for which the underlying asset is of low value (‘low-
value assets’)

The impacts on the separate financial statements from the initial adoption of KIFRS 1116 as of January
1, 2019 are as follows (Korean won in millions):

Adjustment
Assets:
Lease receivables W 31,211
Right-of-use assets 67,785
Investment property 666
Long-term lease receivables 39,914
W 139,576
Liabilities:
Lease liabilities W 56,885
Provisions 1,882
Long-term lease liabilities 75,563
Deferred tax liabilities 1,270
W 135,600
Equity:
Retained Earnings W 3,976




SK Holdings Co., Ltd.
Notes to the separate financial statements
December 31, 2019 and 2018

2.1.1 New and revised KIFRSs adopted in the current period (cont’d)

The lease liabilities as of January 1, 2019 can be reconciled to the operating lease commitments as of
December 31, 2019 as follow (Korean won in millions):

Adjustment

1. Finance lease liabilities as of December 31, 2018 W -

2. Adjustments to operating lease commitments as of January 1, 2019 132,448

Operating lease commitments as of December 31, 2018 141,789

Discount on operating lease commitments as of January 1, 2019 (5,899)
(Adjustment) Application of recognition exemption

for short-term leases and leases of low-value assets (3,442)

3. Lease liabilities on January 1, 2019 W 132,448

@ Effects of initial application of IFRS 1116
The Company has lease contracts for various items of office, vehicles and so forth.

Before the adoption of KIFRS 1116, the Company classified each of its leases (as lessee) at the
inception date as either a finance lease or an operating lease. A lease was classified as a finance lease
if it transferred substantially all of the risks and rewards incidental to ownership of the leased asset to
the Company; otherwise it was classified as an operating lease.

Finance leases were capitalized at the commencement of the lease at the inception date fair value of
the leased property or, if lower, at the present value of the minimum lease payments. Lease payments
were apportioned between finance costs and reduction of the lease liability.

In an operating lease, the leased property was not capitalized and the lease payments were recognized
as an expense in profit or loss on a straight-line basis over the lease term. Any prepaid rent and accrued
rent were recognized under advanced payments and other payables, respectively. Upon adoption of
KIFRS 1116, the Company applied a single recognition and measurement approach for all leases,
except for short-term leases and leases of low-value assets. The standard provides specific transition
requirements and practical expedients, which has been applied by the Company.

a. Leases previously classified as finance leases

The Company did not change the initial carrying amounts of recognized assets and liabilities at the date
of initial application for leases previously classified as finance leases (i.e., the right-of-use assets and
lease liabilities equal the lease assets and liabilities recognized under KIFRS 1017). The requirements
of KIFRS 1116 was applied to these leases from January 1, 2019.

b. Leases previously accounted for as operating leases

The Company recognized right-of-use assets and lease liabilities for those leases previously classified
as operating leases, except for short-term leases and leases of low-value assets. The right-of-use
assets for most leases were recognized based on the amount equal to the lease liabilities. In some
leases, the right-of-use assets were recognized based on the amount equal to the lease liabilities,
adjusted for any related prepaid and accrued lease payments previously recognized. Lease liabilities
were recognized based on the present value of the remaining lease payments, discounted using the
incremental borrowing rate at the date of initial application.
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2.1.1 New and revised KIFRSs adopted in the current period (cont’d)
The Company applied the available practical expedients wherein it:

» Used a single discount rate to a portfolio of leases with reasonably similar characteristics

> Relied on its assessment of whether leases are onerous immediately before the date of initial
application

»  Applied the short-term leases exemptions to leases with lease term that ends within 12 months at
the date of initial application

>  Excluded the initial direct costs from the measurement of the right-of-use asset at the date of initial
application

» Used hindsight in determining the lease term where the contract contains options to extend or
terminate the lease

Meanwhile, as of January 1, 2019, the lease liability of W132,448 million is discounted amount of
W138,347 million excluding short-term and small asset leases, as of December 31, 2019 by incremental
borrowing rate (2.08%). There are no further identified lease agreements and financial lease liabilities
recognized at the prior period.

@ Summary of new accounting policies

Set out below are the new accounting policies of the Company upon adoption of KIFRS 1116, which
have been applied from the date of initial application:

a. Right-of-use assets

The Company recognizes right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any re-measurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities recognized, initial direct costs incurred, and
lease payments made at or before the commencement date less any lease incentives received. Unless
the Company is reasonably certain to obtain ownership of the leased asset at the end of the lease term,
the recognized right-of-use assets are depreciated on a straight-line basis over the shorter of its
estimated useful life and the lease term. Right-of- use assets are subject to impairment.

b. Lease liabilities

At the commencement date of the lease, the Company recognizes lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments (including in- substance fixed payments) less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price of a purchase option reasonably certain
to be exercised by the Company and payments of penalties for terminating a lease, if the lease term
reflects the Company exercising the option to terminate. The variable lease payments that do not
depend on an index or a rate are recognized as expense in the period on which the event or condition
that triggers the payment occurs.

In calculating the present value of lease payments, the Company uses the incremental borrowing rate
at the lease commencement date if the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change in the lease term, a change in the in-substance fixed
lease payments or a change in the assessment to purchase the underlying asset.
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2.1.1 New and revised KIFRSs adopted in the current period (cont’d)

c. Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of buildings,
vehicles, and so forth (i.e., those leases that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option). It also applies the lease of low-value assets
recognition exemption to leases of office equipment that are considered of low value (i.e., below $5,000).
Lease payments on short-term leases and leases of low-value assets are recognized as expense on a
straight-line basis over the lease term.

d. Significant judgment in determining the lease term of contracts with renewal options

The Company determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any periods
covered by an option to terminate the lease, if it is reasonably certain not to be exercised. The Company
applies judgment in evaluating whether it is reasonably certain to exercise the option to renew. That is,
it considers all relevant factors that create an economic incentive for it to exercise the renewal. After the
commencement date, the Company reassesses the lease term if there is a significant event or change
in circumstances that is within its control and affects its ability to exercise (or not to exercise) the option
to renew (e.g., a change in business strategy).

KIFRS 2123 Interpretation - Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty
that affects the application of KIFRS 1012 and does not apply to taxes or levies outside the scope of
KIFRS 1012, nor does it specifically include requirements relating to interest and penalties associated
with uncertain tax treatments. The Interpretation specifically addresses the following:

»  Whether an entity considers uncertain tax treatments separately

»  The assumptions an entity makes about the examination of tax treatments by taxation authorities

» How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax credits
and tax rates

» How an entity considers changes in facts and circumstances

The Company has to determine whether to consider each uncertain tax treatment separately or together
with one or more other uncertain tax treatments. The approach that better predicts the resolution of the
uncertainty should be followed. The amendment has not had a significant impact on the Company’s
financial position or management performance.
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2.1.2 New and revised KIFRSs issued, but not yet effective

KIFRS 1001 and KIFRS 1008 - Definition of Material

In October 2018, the KASB issued amendments to KIFRS 1001 Presentation of Financial Statements
and KIFRS 1008 Accounting Policies, Changes in Accounting Estimates and Errors to align the definition
of ‘material’ across the standards and to clarify certain aspects of the definition. The new definition states
that, ’Information is material if omitting, misstating or obscuring it could reasonably be expected to
influence decisions that the primary users of general purpose financial statements make on the basis of
those financial statements, which provide financial information about a specific reporting entity.”. The
Company plans to apply the standard for annual reporting period beginning on or after January 1, 2020,
with early application permitted. In addition, the amendments to the definition of material is not expected
to have a significant impact on the Company's financial statements.

KIFRS 1103 - Definition of a Business

In October 2018, the KASB issued amendments to the definition of a business in KIFRS 1103 Business
Combinations to help entities determine whether an acquired set of activities and assets is a business
or not. They clarify the minimum requirements for a business, remove the assessment of whether market
participants are capable of replacing any missing elements, add guidance to help entities assess
whether an acquired process is substantive, narrow the definitions of a business and of outputs, and
introduce an optional fair value concentration test. The Company plans to apply the standard for annual
reporting period beginning on or after January 1, 2020, with early application permitted. In addition, the
amendments to the standard is not expected to have a significant impact on the Company's financial
statements.

2.2 Business combinations

Businesses combinations are accounted for using the acquisition method. The consideration transferred
in a business combination is measured at fair value, which is calculated as the sum of the fair values of
the assets transferred by the Company, liabilities incurred by the Company to the former owners of the
acquire and the equity interests issued by the Company in exchange for control of the acquire.
Acquisition-related costs are generally recognized in profit or loss as incurred.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred
and the amount recognized for non-controlling interests, and any previous interest held, over the net
identifiable assets acquired and liabilities assumed. If the fair value of the net assets acquired is in
excess of the aggregate consideration transferred, the Company re-assesses whether it has correctly
identified all of the assets acquired and all of the liabilities assumed and reviews the procedures used
to measure the amounts to be recognized at the acquisition date. If the re-assessment still results in an
excess of the fair value of net assets acquired over the aggregate consideration transferred, then the
gain is recognized in profit or loss.

If the initial accounting for a business combination is incomplete by the end of the reporting period in
which the combination occurs, the Company reports provisional amounts for the items for which the
accounting is incomplete. Those provisional amounts are adjusted during the measurement period (see
above), or additional assets or liabilities are recognized, to reflect new information obtained about facts
and circumstances that existed at the acquisition date that, if known, would have affected the amounts
recognized at that date.
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2.3 Current versus non-current classification

The Company presents assets and liabilities in the statement of financial position based on current/non-
current classification.

An asset is current when it is:

Expected to be realized or intended to be sold or consumed in the normal operating cycle

Held primarily for the purpose of trading

Expected to be realized within twelve months after the reporting period, or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at
least twelve months after the reporting period

VVVY

All other assets are classified as non-current.
A liability is current when:

It is expected to be settled in the normal operating cycle

It is held primarily for the purpose of trading

It is due to be settled within twelve months after the reporting period, or

There is no unconditional right to defer the settlement of the liability for at least twelve months after
the reporting period

YV VY

The Company classifies all other liabilities as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.
2.4 Foreign currencies

The separate financial statements are presented in the currency of the primary economic environment
in which the Company operates (its functional currency). For the purpose of the separate financial
statements, the results of operations and financial position of the Company are expressed in Korean
won, which is the functional currency of the entity and the presentation currency for the separate
financial statements.

In preparing the separate financial statements of the individual entities, transactions in currencies other
than the entity’s functional currency (foreign currencies) are recognized at the rates of exchange
prevailing at the dates of the transactions. At the end of each reporting period, monetary items
denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary
items carried at fair value that are denominated in foreign currencies are retranslated at the rates
prevailing at the date when the fair value was determined.

Exchange differences are recognized in profit or loss in the period in which they arise, except for:

» Exchange differences on foreign currency borrowings relating to assets under construction for
future productive use, which are included in the cost of those assets when they are regarded as an
adjustment to interest costs on those foreign currency borrowings, and

» Exchange differences on transactions entered into in order to hedge certain foreign currency risks.

2.5 Cash and cash equivalents

Cash and cash equivalents include cash, bank balances and short-term highly liquid investments with
an original maturity of three months or less.

13
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2.6 Financial assets
2.6.1 Classification
The Company classifies its financial assets in the following measurement categories:

» Financial assets measured at fair value through profit or loss (FVTPL)
» Financial assets measured at fair value through other comprehensive income (FVOCI), and
» Financial assets measured at amortized cost

The classification depends on the Company’s business model for managing the financial assets and the
contractual terms of the cash flows.

For financial assets measured at fair value, gains and losses will either be recorded in profit or loss or
other comprehensive income. For investments in debt instruments, this will depend on the business
model in which the investment is held. The Company reclassifies debt investments when, and only when
its business model for managing those assets changes.

For investments in equity instruments that are not held for trading, this will depend on whether the
Company has made an irrevocable election at the time of initial recognition to account for the equity
investment at fair value through other comprehensive income.

2.6.2 Measurement

Financial assets are initially measured at fair value, and transaction costs that are directly attributable
to the acquisition of financial assets (other than financial assets measured at fair value through profit or
loss) are added to the fair value of the financial assets, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets measured at fair value through profit or
loss are recognized immediately in profit or loss.

The Company considers the hybrid contract which contains embedded derivatives as the entire hybrid
contract for the purpose of assessing whether the contractual cashflows represent solely payments of
principal and interest on the principal amount outstanding.

(1) Debt instruments

Subsequent measurement of debt instruments depends on the Company’s business model for
managing the asset and the cash flow characteristics of the asset. The Company classifies its debt
instruments into one of the following three measurement categories:

1) Financial assets measured at amortized cost

Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortized cost. A gain or loss on a debt investment
that is subsequently measured at amortized cost and is not part of a hedging relationship is recognized
in profit or loss when the asset is derecognized or impaired. Interest income from these financial assets
is included in finance income’ using the effective interest rate method.
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2.6.2 Measurement (cont’d)
2) Financial assets measured at FVOCI

Assets that are held for collection of contractual cash flows and for selling the financial assets, where
the assets cash flows represent solely payments of principal and interest, are measured at fair value
through other comprehensive income. Movements in the carrying amount are taken through other
comprehensive income, except for the recognition of impairment loss (reversal of impairment loss),
interest income and foreign exchange gains and losses which are recognized in profit or loss. When the
financial asset is derecognized, the cumulative gain or loss previously recognized in other
comprehensive income is reclassified from equity to profit or loss. Interest income from these financial
assets is included in ‘finance income’ using the effective interest rate method. Foreign exchange gains
and losses are presented in ‘finance income or costs’ and impairment losses are presented in ‘finance
costs’.

3) Financial assets measured at FVTPL

Assets that do not meet the criteria for amortized cost or fair value through other comprehensive income
are measured at fair value through profit or loss. A gain or loss on a debt investment that is subsequently
measured at fair value through profit or loss and is not part of a hedging relationship is recognized in
profit or loss and presented net in the statement of comprehensive income within ‘finance income or
costs’ in the year in which it arises.

(2) Equity instruments

The Company subsequently measures all equity investments at fair value. Where the Company’s
management has elected to present fair value gains and losses on equity investments, which held for
long-term investment or strategic purpose, in other comprehensive income, there is no subsequent
reclassification of fair value gains and losses to profit or loss following the derecognition of the
investment. Dividend income from such investments continue to be recognized in comprehensive
income as ‘other non-operating income’ when the right to receive payments is established.

Changes in the fair value of financial assets measured at fair value through profit or loss are recognized
in ‘finance income and expenses’ in the statement of profit or loss as applicable. Impairment loss
(reversal of impairment loss) on equity investments measured at fair value through other comprehensive
income are not reported separately from other changes in fair value.

2.6.3 Impairment

The Company assesses on a forward looking basis the expected credit losses associated with its debt
instruments carried at amortized cost and fair value through other comprehensive income. The
impairment methodology applied depends on whether there has been a significant increase in credit
risk. For trade receivables and lease receivables, the Company applies the simplified approach, which
requires expected lifetime credit losses to be recognized from initial recognition of the receivables.

2.6.4 Recognition and Derecognition

Regular way purchases and sales of financial assets are recognized or derecognized on trade-date, the
date on which the Company commits to purchase or sell the asset. Financial assets are derecognized
when the rights to receive cash flows from the financial assets have expired or have been transferred
and the Company has transferred substantially all the risks and rewards of ownership.

If a transfer does not result in derecognition because the Company has retained substantially all the

risks and rewards of ownership of the transferred asset, the Company continues to recognize the
transferred asset in its entirety and recognizes a financial liability for the consideration received.
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2.6.5 Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount reported in the statements of financial
position where there is a legally enforceable right to offset the recognized amounts and there is an
intention to settle on a net basis or realize the assets and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events and must be enforceable in the normal course
of business and in the event of default, insolvency or bankruptcy of the Company or the counterparty.

2.7 Inventories

Inventories are valued at the lower of cost or net realizable value, with cost being determined using the
first-in, first-out method or the specific identification method. Net realizable value is the estimated selling
price in the ordinary course of business, less estimated costs of completion and the estimated costs
necessary to make the sale.

The Company recorded valuation allowance on a periodic basis, when significant changes with an
adverse effect (an oversupply, an obsolete or decline in the price of goods) on the entity have taken
place during the period, or will take place in the near future, and loss from inventory revaluation is
recognized as operating expenses.

2.8 Investments in subsidiaries, associates and joint ventures

Pursuant to KIFRS 1027 Separate Financial Statements, the accompanying separate financial
statements are accounted for, by a parent or investor in an associate and a joint venture, on the basis
of the direct equity interest rather than on the basis of the reported results and net assets of the investees.
Moreover, KIFRS 1027 requires that, in the separate financial statements, investments in subsidiaries,
associates, and joint ventures should be accounted for at cost. All dividends should be recognized in
profit or loss within separate financial statements once the right to receive payments has been
established.

2.9 Property, plant and equipment

Construction in progress is stated at cost, net of accumulated impairment losses, and property, plant
and equipment is stated at cost, less subsequent accumulated depreciation and accumulated
impairment losses. The cost of an item of property, plant and equipment is directly attributable to its
purchase or construction, which includes any costs directly attributable to bringing the asset to the
location and condition necessary for it to be capable of operating in the manner intended by
management. It also includes the initial estimate of the costs of dismantling and removing the item and
restoring the site on which it is located.

Subsequent costs are recognized in the carrying amount of an asset or as a separate asset if it is
probable that future economic benefits associated with the assets will flow into the Company and the
cost of an asset can be measured reliably. Routine maintenance and repairs are expensed as incurred.

The Company does not depreciate land. Depreciation expense is computed using the straight-line
method based on the estimated useful lives of the assets as follows:

Description Useful lives (years) Description Useful lives (years)
Buildings 20 ~50 Vehicles 4,10
Structures 20, 40 Others 4 ~25

The Company reviews the depreciation method, the estimated useful lives and residual values of
property, plant and equipment at the end of each annual reporting period. If expectations differ from
previous estimates, the changes are accounted for as a change in an accounting estimate.
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2.9 Property, plant and equipment (cont’d)

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

2.10 Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost and intangible
assets acquired in a business combination are carried at fair value at the acquisition date. Subsequently,
intangible assets are carried at cost, less accumulated amortization and accumulated impairment losses.

The residual value of development cost and other intangible assets is estimated as nil (“0”) and
amortization of these is provided using the straight-line method over the estimated useful life of the
assets. However, intangible assets with indefinite useful lives such as goodwill, membership and brand-
related assets are not amortized as there is no foreseeable limit to the period over which the asset is
expected to use.

Description Useful lives (years)
Development cost 3~10
Others 5~10

The useful lives of intangible assets are assessed as either finite or indefinite. Intangible assets with
finite lives are amortized over the useful economic life and assessed for impairment whenever there is
an indication that the intangible asset may be impaired. The amortization period and the amortization
method for an intangible asset with a finite useful life are reviewed at the end of each annual reporting
period. If expectations differ from previous estimates, the changes are accounted for as a change in an
accounting estimate. Intangible assets with indefinite useful lives are not amortized, but are tested for
impairment annually.

Expenditures on research activities, undertaken with the prospect of gaining new scientific or technical
knowledge and understanding, are recognized in profit or loss as incurred. Development expenditures
are capitalized only if development costs can be measured reliably, the product or process is technically
and commercially feasible, future economic benefits are probable, and the Company intends to and has
sufficient resources to complete development and to use or sell the asset. Other development
expenditures are recognized in profit or loss as incurred.

An intangible asset is derecognized on disposal or when no future economic benefits are expected from
its use. Gains or losses arising from derecognition of an intangible asset, measured as the difference
between the net disposal proceeds and the carrying amount of the asset, are recognized in profit or loss
when the asset is derecognized.
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2.11 Impairment of tangible and intangible assets

At the end of each reporting period, the Company reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss. When it is not possible to estimate the recoverable
amount of an individual asset, the Company estimates the recoverable amount of the cash-generating
unit (“CGU”) to which the asset belongs.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment at least annually and whenever there is an indication that the asset may be impaired.
Recoverable amount is the higher of fair value, less costs to sell, or value in use. If the recoverable
amount of an asset (or a CGU) is estimated to be less than it's carrying amount, the carrying amount of
the asset (or the CGU) is reduced to its recoverable amount and the reduced amount is recognized in
profit or loss.

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

2.12 Investment properties

Investment properties are properties held to earn rentals and for capital appreciation. Investment
properties are measured initially at cost, including transaction costs. Subsequent to initial recognition,
investment properties are reported at cost, less accumulated depreciation and accumulated impairment
losses.

Subsequent costs are recognized in carrying amount of an asset or as a separate asset if it is probable
that the future economic benefits associated with the assets will flow into the Company and the cost of
an asset can be measured reliably. Routine maintenance and repairs are expensed as incurred.

While land is not depreciated, all other investment property is depreciated based on the respective
asset’s estimated useful lives ranging from 25 to 50 years using the straight-line method.

The Company reviews the depreciation method, the estimated useful lives and residual values of
investment properties at the end of each annual reporting period. If expectations differ from previous
estimates, the changes are accounted for as a change in accounting estimate.

2.13 Borrowing costs

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

Investment income earned on the temporary investment of specific borrowings, pending their

expenditure on qualifying assets, is deducted from the borrowing costs eligible for capitalization. All
other borrowing costs are recognized in profit or loss in the period in which they are incurred.
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2.14 Non-current assets held for sale and discontinued operations

The Company classifies non-current assets (or disposal group) as held for sale if their carrying amounts
will be recovered principally through a sale or distribution rather than through continuing use. Such non-
current assets and disposal group classified as held for sale or as held for distribution are measured at
the lower of their carrying amount and fair value less costs to sell or to distribute. Costs to distribute are
the incremental costs directly attributable to the disposal of an asset (or disposal group), excluding the
finance costs and income tax expense.

The criteria for held for distribution classification is regarded as met only when the distribution is highly
probable and the asset or disposal group is available for immediate distribution in its present condition.
Actions required to complete the distribution should indicate that it is unlikely that significant changes to
the distribution will be made or that the decision to distribute will be withdrawn. Management must be
committed to the distribution expected within one year from the date of the classification.

Property, plant and equipment and intangible assets are not depreciated or amortized once classified
as held for sale or as held for distribution.

Assets and liabilities classified as held for sale or for distribution are presented separately as current
items in the statement of financial position.

A disposal group qualifies as discontinued operation if it is a component of an entity that either has been
disposed of, or is classified as held for sale, and:

» Represents a separate major line of business or geographical area of operations

» Is part of a single co-ordinated plan to dispose of a separate major line of business or geographical
area of operations, or

» Is a subsidiary acquired exclusively with a view to resale

Discontinued operations are excluded from the results of continuing operations and are presented as a
single amount as profit or loss after tax from discontinued operations in the statement of profit or loss
and other comprehensive income. Additional disclosures are provided in Note 28. All other notes to the
financial statements include amounts for continuing operations, unless otherwise mentioned.

2.15 Discount (premium) on bonds

Discount (premium) on bonds is presented as a direct deduction from (addition to) the nominal value of
the bonds and is amortized using the effective interest rate method over the lives of the bonds.
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2.16 Leases

At inception of a contract, the Company assesses whether the contract is, or contains, a lease
considering if the contract conveys the right to control the use of an identified asset for a period of time
in exchange for consideration.

2.16.1 The Company as alessee

The Company applied a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Company recognizes a right-of-use asset representing
its right to use the underlying leased asset and a lease liability representing its obligation to make lease
payments.

(1) Right-of use assets

The Company recognizes right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any re-measurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities recognized, initial direct costs incurred, and
lease payments made at or before the commencement date less any lease incentives received.

Depreciation of right-of-use asset is computed using the straight-line method based on the shorter of
the lease term and the estimated useful lives of the assets as follows:

Description Useful lives (years)
Buildings 20~ 50
Vehicles 4,10
Furniture and fixtures 4~25

Unless the Company is reasonably certain to obtain ownership of the leased asset at the end of the
lease term, the recognized right-of-use assets are depreciated on a straight-line basis over the shorter
of its estimated useful life and the lease term. Right-of-use assets are subject to impairment.

(2) Lease liabilities

At the commencement date of the lease, the Company recognizes lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments (including in- substance fixed payments) less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price of a purchase option reasonably certain
to be exercised by the Company and payments of penalties for terminating a lease, if the lease term
reflects the Company exercising the option to terminate. The variable lease payments that do not
depend on an index or a rate are recognized as expense in the period on which the event or condition
that triggers the payment occurs.

In calculating the present value of lease payments, the Company uses the incremental borrowing rate
at the lease commencement date if the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change in the lease term, a change in the in-substance fixed
lease payments or a change in the assessment to purchase the underlying asset.

The Company included lease liabilities as financial liabilities.
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2.16.1 Company as a lessee (cont’d)
(3) Short-term lease and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of buildings,
vehicles and others (i.e., those leases that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option). It also applies the lease of low-value assets
recognition exemption to leases of office equipment that are considered of low value (i.e., below $5,000).
Lease payments on short-term leases and leases of low-value assets are recognized as expense on a
straight-line basis over the lease term.

2.16.2 The Company as alessor

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

Amounts due from lessees under finance leases are recognized as receivables at the amount of the
Company’s net investment in the leases. Finance lease income is using the effective interest rate
method on the Company’s net investment outstanding in respect of the leases.

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

2.17 Financial liabilities and equity instruments

2.17.1 Classification as debt or equity

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

2.17.2 Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Company are recognized as the proceeds
are received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is recognized and deducted directly in equity. No

gain or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of the Company’s
own equity instruments.
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2.17.3 Compound instruments

The component parts of compound instruments (convertible bonds) issued by the Company are
classified separately as financial liabilities and equity in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and equity instrument. Conversion option that will
be settled by the exchange of a fixed amount of cash or another financial asset for a fixed humber of
the Company’s own equity instruments is an equity instrument.

At the date of issue, the fair value of the liability component is estimated using the prevailing market
interest rate for a similar non-convertible instrument. This amount is recorded as a liability on an
amortized cost basis using the effective interest method until extinguished upon conversion or at the
instrument’s maturity date.

The conversion option classified as equity is determined by deducting the amount of the liability
component from the fair value of the compound instrument as a whole. This is recognized and included
in equity, net of income tax effects, and is not subsequently remeasured. In addition, the conversion
option classified as equity will remain in equity until the conversion option is exercised, in which case,
the balance recognized in equity will be transferred to share premium. No gain or loss is recognized in
profit or loss upon conversion or expiration of the conversion option.

Transaction costs that relate to the issue of the convertible notes are allocated to liability and equity
components in proportion to the allocation of the gross proceeds. Transaction costs relating to equity
component are recognized directly in equity. Transaction costs relating to the liability component are
included in the carrying amount of the liability component and are amortized over the lives of the
convertible notes using the effective interest method.

2.17.4 Financial liabilities

All financial liabilities are measured subsequently at amortized cost using the effective interest method
or at FVTPL. However, financial liabilities that arise when a transfer of a financial asset does not qualify
for derecognition or when the continuing involvement approach applies, and financial guarantee
contracts issued by the Company, are measured in accordance with the specific accounting policies set
out below.

2.17.4.1 Financial liabilities measured at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is (i) contingent consideration
of an acquirer in a business combination, (ii) held for trading or (iii) it is designated as at FVTPL.

A financial liability is classified as held for trading if:
» It has been acquired principally for the purpose of repurchasing it in the near term; or
» On initial recognition it is part of a portfolio of identified financial instruments that the Company

manages together and has a recent actual pattern of short-term profit-taking; or
» Itis a derivative that is not designated and effective as a hedging instrument
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2.17.4.1 Financial liabilities measured at FVTPL (cont’d)

A financial liability other than a financial liability held for trading or contingent consideration of an acquirer
in a business combination may be designated as at FVTPL upon initial recognition if:

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

» The financial liability forms part of a group of financial assets or financial liabilities or both, which is
managed and its performance is evaluated on a fair value basis, in accordance with the Company
‘s documented risk management or investment strategy, and information about the grouping is
provided internally on that basis; or

» It forms part of a contract containing one or more embedded derivatives, and KIFRS 1109 permits
the entire combined contract to be designated as at FVTPL

Financial liabilities measured at FVTPL are measured at fair value, with any gains or losses arising on
changes in fair value recognized in profit or loss to the extent that they are not part of a designated
hedging relationship.

However, for financial liabilities that are designated as at FVTPL, the amount of change in the fair value
of the financial liability that is attributable to changes in the credit risk of that liability is recognized in
other comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk
in other comprehensive income would create or enlarge an accounting mismatch in profit or loss. The
remaining amount of change in the fair value of liability is recognized in profit or loss. Changes in fair
value attributable to a financial liability’s credit risk that are recognized in other comprehensive income
are not subsequently reclassified to profit or loss; instead, they are transferred to retained earnings upon
derecognition of the financial liability.

Gains or losses on financial guarantee contracts issued by the Company that are designated by the
Company as at FVTPL are recognized in profit or loss.

2.17.4.2 Financial liabilities measured at amortized cost

Financial liabilities that are not (a) contingent consideration of an acquirer in a business combination,
(b) held-for-trading, or (c) designated as at FVTPL, are measured subsequently at amortized cost using
the effective interest method.

2.17.5 Financial guarantee contracts

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

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

» The amount of the loss allowance determined in accordance with KIFRS 1109 (see financial assets
above); and

» The amount recognized initially less, where appropriate, cumulative amortization recognized in
accordance with the revenue recognition policies set out above
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2.17.6 Derecognition of financial liabilities

Financial liabilities are removed from the statement of financial position when it is extinguished; for
example, when the obligation specified in the contract is discharged or cancelled or expired or when the
terms of an existing financial liability are substantially modified. The difference between the carrying
amount of a financial liability extinguished or transferred to another party and the consideration paid
(including any non-cash assets transferred or liabilities assumed) is recognized in profit or loss.

2.18 Retirement benefit costs

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

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the
projected unit credit method, with actuarial valuations being carried out at the end of each reporting
period. Remeasurement, comprising actuarial gains and losses, the effect of the changes to the asset
ceiling (if applicable) and the return on plan assets (excluding interest), is reflected immediately in the
separate statement of financial position with a charge or credit recognized in OCI in the period in which
it occurs. Remeasurement recognized in OCI is reflected immediately in retained earnings and will not
be reclassified to profit or loss. Past service cost is recognized in profit or loss in the period of a plan
amendment. Net interest is calculated by applying the discount rate at the beginning of the period to the
net defined benefit liability or asset. Defined benefit costs are composed of service cost (including
current service cost and past service cost, as well as gains and losses on curtailments and settlements),
net interest expense (income) and remeasurement.

The Company presents the service cost and net interest expense (income) components in profit or loss,
and the remeasurement component in OCI. Curtailment gains and losses are accounted for as past
service costs.

2.19  Stock option

Equity-settled share-based payments to employees and others providing similar services are measured
at the fair value of the equity instruments at the grant date.

The fair value determined at the grant date of the equity-settled share-based payments is expensed on
a straight-line basis over the vesting period, based on the Company’s estimate of equity instruments
that will eventually vest. At the end of each reporting period, the Company revises its estimate of the
number of equity instruments expected to vest. The impact of the revision of the original estimates, if
any, is recognized in profit or loss such that the cumulative expense reflects the revised estimate, with
a corresponding adjustment in other component of equity as the equity-settled employee benefits
reserve.

Equity-settled share-based payment transactions with parties other than employees are measured at
the fair value of the goods or services received, except where that fair value cannot be estimated reliably,
in which case they are measured at the fair value of the equity instruments granted, measured at the
date the entity obtains the goods or the counterparty renders the service.

For cash-settled share-based payments, a liability is recognized for the goods or services acquired,
measured initially at the fair value of the liability. At the end of each reporting period until the liability is
settled, and at the date of settlement, the fair value of the liability is remeasured, with any changes in
fair value recognized in profit or loss for the year.
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2.20 Provision

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

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

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

2.21 Revenue recognition

The Company has applied KIFRS 1115 Revenue from Contracts with Customers. Revenue is measured
at the fair value of the consideration received or receivable. Revenue is reduced for estimated customer
returns, rebates and other similar allowances. The Company recognizes revenue when the amount of
revenue can be reliably measured; when it is probable that the future economic benefits will flow to the
entity; and when specific criteria have been met for each of the Company’s activities, as described below:

2.21.1 Dividends income

The main purpose of the Company’s business is to instruct, govern and give management guidance to
its subsidiaries and others by acquiring their shares. Dividend income from subsidiaries is recognized
when the right to receive the dividend as a shareholder is established and is included in operating
revenue.

2.21.2 Trademark usage income

Trademark usage income is recognized in accordance with the related arrangements over the term of
the use of the trademark.

2.21.3 Rendering of services

The Company provide customized system construction, system operation, maintenance and repair
services. For system construction services, revenue is recognized over time at the rate of progress
under the input method because the Company has no alternative use for completing the obligation for
the assets created by the Company that have completed the performance so far, and because the
Company has a enforceable right to payment for the completed performance.

In the case of providing system operation, maintenance and repair services, the Company is obliged to
provide the customer with the related services during the contract period, so the transaction price
allocated to the performance obligation is recognized as revenue over the period where the services
are provided.
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2.21.4 Contract assets and liabilities

A contract asset is the right to consideration in exchange for goods or services transferred to the
customer. If the Company performs by transferring goods or services to a customer before the customer
pays consideration or before payment is due, a contract asset is recognized for the earned consideration
that is conditional.

A contract liability is the obligation to transfer goods or services to a customer for which the Company
has received consideration (or an amount of consideration is due) from the customer. If a customer pays
consideration before the Company transfers goods or services to the customer, a contract liability is
recognized when the payment is made or the payment is due (whichever is earlier). Contract liabilities
are recognized as revenue when the Company performs its performance obligations under the contract.

2.21.5 Sale of goods

Revenue from sale of goods is recognized when control have passed to the buyer, usually on delivery
of the goods.

2.22 Income tax

Income tax expense represents the sum of the tax currently payable and deferred tax. Current and
deferred tax are recognized in profit or loss, except when they relate to items that are recognized in OCI
or directly in equity, in which case, the current and deferred tax are also recognized in OCI or directly in
equity.

2.22.1 Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the separate statement of comprehensive income because of items of income or expense
that are taxable or deductible in other years and items that are never taxable or deductible. The
Company’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted by the end of the reporting period.

2.22.2 Deferred tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities in the separate financial statements and the corresponding tax bases used in the computation
of taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary differences.
Deferred tax assets are generally recognized for all deductible temporary differences to the extent it is
probable that taxable profits will be available against which those deductible temporary differences can
be utilized. Such deferred tax assets and liabilities are not recognized if the temporary difference arises
from goodwill or from the initial recognition (other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in
subsidiaries and associates and interests in joint ventures, except where the Company is able to control
the reversal of the temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future.

Deferred tax assets arising from deductible temporary differences associated with such investments
and interests are only recognized to the extent it is probable that there will be sufficient taxable profits
against which the benefits of the temporary differences can be utillized and they are expected to reverse
in the foreseeable future. The carrying amount of deferred tax assets is reviewed at the end of each
reporting period and reduced to the extent it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.
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2.22.2 Deferred tax (cont’d)

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

Deferred tax assets and liabilities are offset if, and only if, the Company has a legally enforceable right
to set off current tax assets against current tax liabilities, and the deferred tax assets and liabilities relate
to income taxes are levied by the same taxation authority on either the same taxable entity or different
taxable entities that intend either to settle current tax liabilities and assets on a net basis, or to realize
the assets and settle the liabilities simultaneously, in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be settled or recovered.

2.22.3 Current tax and deferred tax for the year

Current tax and deferred tax are recognized in profit or loss, except when they relate to items that are
recognized in OCI or directly in equity, in which case the current tax and deferred tax are also recognized
in OCI or directly in equity. Where current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting for the business combination.

2.23 Earnings per share

Basic earnings per share (EPS) amounts are calculated by dividing profit for the year attributable to
ordinary equity holders of the Company by the weighted average number of ordinary shares outstanding
during the year.

2.24 Fair value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an
asset or a liability, the Company takes into account the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset or liability at the
measurement date.

Fair value for measurement and/or disclosure purposes in these separate financial statements is
determined on such a basis, except for share-based payment transactions that are within the scope of
KIFRS 1102 Share-based Payment; leasing transactions that are within the scope of KIFRS 1116
Leases; and measurements that have some similarities to fair value, but are not fair value, such as net
realizable value in KIFRS 1002 Inventories or value in use in KIFRS 1036 Impairment of Assets.

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

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

» Level 2: inputs are inputs, other than quoted prices included within Level 1, that are observable for
the asset or liability, either directly or indirectly; and

> Level 3: inputs are unobservable inputs for the asset or liability
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2.25 Operating segment

In accordance with KIFRS 1108 provided an exemption from segment reporting in the separate financial
statements of the parent, the Company disclosed its information of operating segment in the separate
financial statements.

3. Significant accounting judgments, estimates and assumptions

When preparing the separate financial statements, management is required to make judgments,
estimates and assumptions that affect the reported amount of assets, liabilities, revenues and expenses.
Actual results may be different from those estimates.

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

The following are the key assumptions concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period, that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the next financial year:

3.1 Impairment of non-financial assets

The Company assesses, at each reporting date, whether there is an indication of impairment of its non-
financial assets. If any indication exists, or annually, intangible assets with indefinite useful lives
including brand contract-related asset are tested for impairment. Other non-financial assets are tested
for impairment when there is an indication that the carrying amount of an asset is not recoverable. In
assessing value in use, management estimates future cash flows of the assets or CGU and determines
an appropriate discount rate to calculate the present value of the estimated future cash flows.

3.2 Valuation of financial instruments

Subsequent to initial recognition, investment securities and others are stated at fair value, with any gains
or losses arising on remeasurement recognized in profit or loss or OCI. Where the fair value of financial
assets and financial liabilities recorded in the separate statements of financial position cannot be derived
from active markets, the Company uses valuation techniques that require the management’s judgments
on the expected future cash flows and discount rates.

3.3 Bad debt allowance for trade receivables, loans and other receivables

The Company estimates a bad debt allowance for trade receivables, loans and other receivables, based
on the aging of receivables and past experience of bad debt, as well as observable changes in economic
and industrial conditions that correlate with default on receivables.

3.4 Measurement and useful lives of tangible and intangible assets

If the Company acquires property, plant and equipment or intangible assets from business combination,

it is required to estimate the fair value of these assets at the acquisition date. For estimating the useful
lives of tangible and intangible assets, significant management judgment is required.
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3.5 Defined benefit plan

The Company’s defined benefit liab