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(in millions of Korean won and thousands of US dollars (Note 4)) 

  Note  

December 31, 

2016  

December 31, 

2015  

January 1, 

2015  

December 31, 

2016  

December 31, 

2015  

January 1, 

2015 

ASSETS:                   

CURRENT ASSETS:                     

Cash and cash equivalents  5,6,9,37   747,225    384,009    229,677   $ 618,308   $ 317,757   $ 190,051  

Financial instrument assets  5,6,12,13,24,37   248,567    181,183    170,415    205,682    149,924    141,014  

Trade receivables  5,6,8,10,37   1,174,370    1,040,725    1,501,216    971,758    861,171    1,242,214  

Other receivables  5,6,10,37   457,571    606,543    652,036    378,627    501,897    539,542  

Due from customers for 

contract work    8   1,325,169    1,714,698    1,758,147    1,096,541  

  

1,418,865  

 

 1,454,818  

Advance payments     365,360    402,065    471,983    302,325    332,698    390,553  

Prepaid expenses     188,094    216,939    253,360    155,643    179,511    209,648  

Inventories  11   864,008    1,286,639    1,196,872    714,943    1,064,658    990,378  

Assets held for sale  14,24   442,030    505,375    568,248    365,767    418,184    470,209  

Income tax receivable     36,787    23,732    33,040    30,440    19,638    27,339  

     5,849,181   6,391,908   6,834,994   4,840,034    5,264,303    5,655,766  

NON-CURRENT ASSETS:                     

Investments in subsidiaries 

and associates  15,24   433,661    474,849    465,710    358,842  

  

392,924  

 

 385,362  

Financial instrument assets  5,6,13,24,37   21,275    40,264    73,184    17,605    33,317    60,557  

Investments in securities  5,6,12,24,37   298,957    319,922    349,163    247,379    264,726    288,922  

Other receivables  5,6,8,10,37   1,128,341    1,028,369    977,968    933,671    850,947    809,241  

Prepaid expenses     28,703    25,560    32,687    23,751    21,150    27,048  

Investment property  18,24   283,895    171,902    178,460    234,915    142,244    147,671  

Property, plant and 

equipment  16,24   365,885    364,545    202,371    302,760  

  

301,651  

 

 167,456  

Intangible assets  17,24   56,067    90,936    86,931    46,394    75,247    71,933  

Deferred tax assets     901,347    684,160    688,372    745,840    566,123    569,608  

     3,518,131    3,200,507    3,054,846   2,911,157    2,648,329    2,527,798  

TOTAL ASSETS     9,367,313    9,562,416    9,889,840   $ 7,751,191   $ 7,912,632   $ 8,183,564  

 

(Continued) 
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(in millions of Korean won and thousands of US dollars (Note 4)) 

  Note  
December 31, 

2016  
December 31, 

2015  
January 1, 

2015  
December 31, 

2016  
December 31, 

2015  
January 1, 

2015 

LIABILITIES :                           

                     

CURRENT LIABILITIES :                     

Financial instrument 

liabilities  5,6,13,20,37   2,284,009    1,504,576    1,431,566   $ 1,889,953  

 

$ 1,244,995  

 

$ 1,184,581  

Trade payables  5,6,37   522,509    457,580    485,536    432,361    378,635    401,767  

Other payables  5,6,19,37   1,287,320    1,341,807    1,121,185    1,065,221    1,110,308    927,749  

Advances received  8,19   434,421    223,748    214,786    359,471    185,145    177,729  

Due to customers for contract 

work    8   1,363,585    759,260    672,774    1,128,328  

 

 628,267  

 

 556,702  

Withholdings     89,138    100,814    118,873    73,759    83,420    98,364  

Guarantee deposits received  5,6   92,674    56,602    59,485    76,685    46,837    49,222  

Income tax payable     7,476    16,248    5    6,186    13,445    4  

     6,081,132   4,460,635   4,104,210    5,031,964    3,691,052    3,396,118  

NON-CURRENT 

LIABILITIES :               

 

  

 

  

Financial instrument 

liabilities  5,6,13,20,37   177,362    757,231    1,163,269    146,762  

 

 626,587  

 

 962,572  

Advances received  8,19   428,965    871,948    943,969    354,957    721,513    781,108  

Provisions  22   373,933    330,450    572,023    309,419    273,438    473,333  

Guarantee deposits received  5,6   125,553    224,825    261,014    103,891    186,036    215,981  

Defined benefit liabilities  21   163,489    170,133    196,137    135,283    140,780    162,298  

Long-term employee benefits 

liabilities     2,987    -    -    2,472  

 

 -  

 

 -  

     1,272,289    2,354,587    3,136,412   1,052,784    1,948,354   2,595,292  

TOTAL LIABILITIES      7,353,421   6,815,221    7,240,620   6,084,750    5,639,407    5,991,410  

                     

EQUITY :                           

Capital stock  1,25   2,078,113    2,078,113    2,078,113    1,719,581    1,719,581    1,719,581  

Capital surplus  25   548,200    548,200    548,200    453,620    453,620    453,620  

Other components of equity  26   (99,174)   (99,174)   (99,174)   (82,064)   (82,064)   (82,064) 

Accumulated other 

comprehensive income  26   (144,764)   (158,578)   (152,059)   (119,788) 

 

 (131,219) 

 

 (125,824) 

Retained earnings  27   (368,483)   378,633    274,138    (304,908)   313,307    226,841  

TOTAL EQUITY      2,013,892    2,747,194   2,649,218   1,666,441    2,273,225    2,192,154  

TOTAL LIABILITIES AND 

EQUITY      9,367,313    9,562,416    9,889,840   $ 7,751,191  

  

$ 7,912,632  

 

$ 8,183,564  

 

(Concluded) 

 

 

 

See accompanying notes to separate financial statements. 

 

 

The U.S. dollar figures are provided for information purpose only and do not form part of separate financial statements. 

Refer to Note 4.  The accompanying notes are an integral part of these separate financial statements. 
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(in millions of Korean won and thousands of US dollars, except per share amounts (Note 4)) 
  Note  2016  2015  2016  2015 

       

SALES  7,8   10,964,616   9,831,706  $ 9,072,913   $ 8,135,462  

COST OF SALES  8,29   10,894,681   9,312,915   9,015,044    7,706,177  

GROSS PROFIT     69,935   518,791   57,869    429,285  

               

Selling and administrative expenses  29,30   536,013   358,728   443,536    296,837  

OPERATING INCOME (LOSS)   7   (466,078)   160,063   (385,667)   132,448  

               

Other income  31   496,062   459,167   410,477    379,948  

Other expenses  31   968,511   423,260   801,416    350,236  

Financial income  32   24,983   21,534   20,673    17,819  

Financial costs  32   88,469   91,508   73,206    75,720  

               

PROFIT (LOSS) BEFORE INCOME TAX      (1,002,013)   125,996   (829,139)   104,259  

INCOME TAX EXPENSE   33   (240,007)   17,153   (198,599)   14,191  

PROFIT (LOSS) FOR THE YEAR     (762,006)   108,843  $ (630,540)  $ 90,068  

EARNINGS PER SHARE ATTRIBUTABLE :                    

Basic earnings per share  28   (1,855)   265  $ (1.535)  $ 0.219  

Diluted earnings per share  28   (1,855)   265   (1.535)   0.219  

 

 

 

See accompanying notes to separate financial statements.  

 

The U.S. dollar figures are provided for information purpose only and do not form part of separate financial statements. 

Refer to Note 4.  The accompanying notes are an integral part of these separate financial statements. 

 

 

  



DAEWOO ENGINEERING & CONSTRUCTION CO., LTD. 
Separate Statements of Comprehensive Income 
For the Years Ended December 31, 2016 and 2015 
 

10 

 

(in millions of Korean won and thousands of US dollars (Note 4)) 
  Note  2016  2015  2016  2015 

       

PROFIT(LOSS) FOR THE YEAR     (762,006)   108,843   $ (630,540)  $ 90,068  

OTHER COMPREHENSIVE INCOME (LOSS), NET OF 

TAX   

 

            

Items not to be reclassified to profit or loss     14,890    (4,348)   12,321    (3,598) 

Remeasurements of net defined benefit liabilities  21   14,890    (4,348)   12,321    (3,598) 

Items to be reclassified to profit or loss subsequently     13,814    (6,519)   11,431    (5,394) 

Gain on valuation of available-for-sale financial assets  12,26   5,512    (12,911)   4,561    (10,683) 

Loss on overseas operations translation  26    8,302    6,392    6,870    5,289  

     28,703    (10,867)   23,752    (8,992) 

TOTAL CO MPREHENSIVE INCOME (LOSS) FOR THE 

YEAR   

 

  (733,302)   97,976   $ (606,788)  $ 81,076  

 

 

 

See accompanying notes to separate financial statements. 

 

The U.S. dollar figures are provided for information purpose only and do not form part of separate financial statements. 

Refer to Note 4.  The accompanying notes are an integral part of these separate financial statements. 
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(in millions of Korean won) 

  Notes 

 

 

Capital 

stock 

 

 

Capital 

surplus 

 

 

Other 

components 

of equity 

 

 

 

Accumulated 

other 

comprehensive 

income (loss)  

Retained 

earnings 

 

 

 Total 

                     

Balance as of January 1, 2015     2,078,113    548,200    (99,174)   (152,059)   274,138    2,649,218  

Comprehensive income (loss):                     

Profit for the year     -    -    -    -    108,843    108,843  

Loss on valuation of available-for-sale financial assets  12,26   -    -    -    (12,911)   -    (12,911) 

Gain on overseas operations translation  26   -    -    -    6,392    -    6,392  

Remeasurements of net defined benefit liabilities  21    -    -    -    -    (4,348)   (4,348) 

Total comprehensive income (loss)     -    -    -    (6,519)   104,495    97,976  

Balance as of December 31, 2015  25,26,27   2,078,113    548,200    (99,174)   (158,578)   378,633    2,747,194 

Balance as of January 1, 2016     2,078,113    548,200    (99,174)   (158,578)   378,633    2,747,194 

Comprehensive income (loss):                     

Loss for the year     -    -    -    -    (762,006)   (762,006) 

Gain on valuation of available-for-sale financial assets  12,26   -    -    -    5,512    -    5,512  

Profit on overseas operations translation  26    -    -    -    8,302    -    8,302  

Remeasurements of net defined benefit liabilities  21    -    -    -    -    14,890    14,890  

Total comprehensive income (loss)     -    -    -    13,814    (747,116)   (733,302) 

Balance as of December 31, 2016  25,26,27   2,078,113    548,200    (99,174)   (144,764)   (368,483)   2,013,892  

 

(Continued) 

  



DAEWOO ENGINEERING & CONSTRUCTION CO., LTD. 
Separate Statements of Changes In Equity  
For the Years Ended December 31, 2016 and 2015 
 
 

12 

 
(in thousands of US dollars (Note 4)) 

  Notes 

 

 

Capital 

stock 

 

 

Capital 

surplus 

 

 

Other 

components 

of equity 

 

 

 

Accumulated 

other 

comprehensive 

income (loss)  

Retained 

earnings 

 

 

 Total 

                     

Balance as of January 1, 2015    $ 1,719,581   $ 453,620   $ (82,064)  $ (125,824)  $ 226,842   $ 2,192,155  

Comprehensive income (loss):                     

Profit for the year     -    -    -    -    90,068    90,068  

Loss on valuation of available-for-sale financial assets  12,26   -    -    -    (10,683)   -    (10,683) 

Gain on overseas operations translation  26   -    -    -    5,289    -    5,289  

Remeasurements of net defined benefit liabilities  21   -    -    -    -    (3,598)   (3,598) 

Total comprehensive income (loss)     -    -    -    (5,394)   86,470    81,076  

Balance as of December 31, 2015  25,26,27   1,719,581    453,620    (82,064)   (131,218)   313,312    2,273,231  

Balance as of January 1, 2016     1,719,581    453,620    (82,064)   (131,218)   313,312    2,273,231  

Comprehensive income (loss):                     

Loss for the year     -    -    -    -    (630,540)   (630,540) 

Gain on valuation of available-for-sale financial assets  12,26   -    -    -    4,561    -    4,561  

Profit on overseas operations translation  26   -    -    -    6,870    -    6,870  

Remeasurements of net defined benefit liabilities  21   -    -    -    -    12,321    12,321  

Total comprehensive income (loss)     -    -    -    11,431    (618,219)   (606,788) 

Balance as of December 31, 2016  25,26,27  $ 1,719,581   $ 453,620   $ (82,064)  $ (119,787)  $ (304,907)  $ 1,666,443  

 

 

 

See accompanying notes to separate financial statements 

 

The U.S. dollar figures are provided for information purpose only and do not form part of separate financial statements. 

Refer to Note 4.  The accompanying notes are an integral part of these separate financial statements. 

.
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(in millions of Korean won and thousands of US dollars (Note 4)) 
  Note  2016  2015  2016  2015 

       

CASH FLOWS FROM OPERATING ACTIVITIES :               

Cash generated from operations  36    289,795    745,179   $ 239,797   $ 616,615  

Interest received     22,169    22,997    18,345    19,030  

Interest paid     (83,793)   (88,454)   (69,337)   (73,193) 

Income tax paid     (14,195)   18,121    (11,746)   14,994  

Dividends received     12,419    12,339    10,276    10,211  

Net cash provided by operating activities     226,395    710,182    187,335    587,657  

               

CASH FLOWS FROM INVESTING ACTIVITIES:                

Decrease in current financial instrument assets     90,752    64,067    75,095    53,014  

Decrease in current other receivables     71,357    22,587    59,046    18,690  

Disposal of assets held for sale     268,582    87,519    222,244    72,420  

Decrease in investments in securities     32,203    147,202    26,647    121,805  

Disposal of investments in subsidiaries and associates     23,150    4,205    19,156    3,480  

Decrease in non-current other receivables     95,513    97,611    79,035    80,771  

Disposal of investment property     -    5,394    -    4,464  

Disposal of property, plant and equipment     5,577    5,859    4,615    4,848  

Decrease in non-current financial instrument assets     2    -    1    -  

Others     6,864    18,829    5,680    15,580  

Increase in current financial instrument assets     (107,325)   (123,198)   (88,809)   (101,943) 

Increase in current other receivables     (52,795)   (37,790)   (43,686)   (31,270) 

Acquisition of assets held for sale     (87,537)   -    (72,435)   -  

Acquisition of investments in securities     (74,463)   (126,444)   (61,616)   (104,629) 

Acquisition of investments in subsidiaries and associates     (8,565)   (31,240)   (7,087)   (25,850) 

Increase in non-current financial instrument assets     (2,000)   (4,400)   (1,655)   (3,641) 

Increase in non-current other receivables        (240,136)   (225,906)   (198,706)   (186,931) 

Acquisition of property, plant and equipment     (82,361)   (219,183)   (68,151)   (181,368) 

Acquisition of intangible assets      (4,023)   (4,644)   (3,329)   (3,842) 

Others     -    (16,339)   -    (13,520) 

Net cash used in investing activities     (65,205)   (335,871)   (53,955)   (277,922) 

               

CASH FLOWS FROM FINANCING ACTIVITIES:                

Increase in current financial instrument liabilities     5,298,171    4,460,933    4,384,089    3,691,298  

Increase in non-current financial instrument liabilities      393,938    597,697    325,973    494,578  

Decrease in current financial instrument liabilities     (5,481,157)   (5,278,938)   (4,535,504)   (4,368,174) 

Decrease in non-current financial instrument liabilities     (15,030)   -    (12,437)   -  

Net cash provided by (used in) financing activities     195,922   (220,308)   162,121    (182,298) 

               

EXCHANGE OF GAIN  ON CASH AND CASH 

EQUIVALENTS   

 

  6,103    328    5,050    271  

NET INCREASE IN CASH AND CASH 

EQUIVALENTS   

 

  363,217   154,332    300,551    127,708  

CASH AND CASH EQUIVALENTS AT BEGINNING 

OF YEAR  

9 

  384,009    229,677    317,757    190,049  

CASH AND CASH EQUIVALENTS AT THE END      

OF YEAR  

9 

  747,225    384,009   $ 618,308   $ 317,757  

 

 

 

See accompanying notes to separate financial statements. 

 

The U.S. dollar figures are provided for information purpose only and do not form part of separate financial statements. 

Refer to Note 4.  The accompanying notes are an integral part of these separate financial statements. 
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1. GENERAL INFORMATION : 

 

DAEWOO ENGINEERING & CONSTRUCTION CO. LTD. (the ñCompany") was incorporated on December 27, 

2000, upon the split-up of the former Daewoo Corporation.  The Company is engaged in the engineering and 

construction business, including civil works (construction of infrastructures, such as roads and railroads), architectural 

(construction of office and commercial buildings), housing (construction of residential buildings), plants (construction 

of petrochemical and gas plants) and power plants (construction 

of energy-related plants).  

 

As of December 31, 2016, the largest shareholder is KDB Value  LLC, which is a subsidiary of Korea Development 

Bank. The Company's major shareholders and their respective percentage of ownership as of December 31, 2016 and 

2015, are as follows:  

 

  

 

Number of  

shares 

 

 

Par value 

(in millions) 
 

Percentage of 

ownership 

KDB Value VI LLC  210,931,209  Á 1,054,656  50.75% 

SEBT Investment LLC  51,042,007   255,210  12.28% 

Kumho Tire Co., Inc.  18,277,029   91,385  4.40% 

Asiana Airlines Inc.  9,138,514   45,693  2.20% 

Others  126,233,879   631,169  30.37% 

Total  415,622,638  Á 2,078,113  100% 

 

 

2. SIGNIFICANT ACCOUNTING POLICIES :  

 

The principal accounting policies applied in the preparation of these separate financial statements are set out below. 

These policies have been consistently applied to all the years presented, unless otherwise stated. 

 

2.1 Basis of preparation 

 

The Company's financial statements have been prepared in accordance with Korean International Financial Reporting 

Standards (ñK-IFRSò). The adoption of K-IFRS refers to the adoption of Korea's standards and interpretations by the 

International Accounting Standards Board (ñIASBò). 

 

The adoption of K-IFRS allows the use of significant accounting estimates in the preparation of financial statements 

and requires management's judgment in applying accounting policies. Where more complex and higher-level judgments 

or where significant assumptions and estimates are described in Note 3. 

 

2.2 Changes in accounting policy and disclosures 

 

(1) New and amended standards adopted by the Company 

 

The Company has applied the following revised standards and amendments as of January 1, 2016. 

- Amendment of K-IFRS 1001 óPresentation of Financial Statementsô 

- Amendment of K-IFRS 1016 óTangible Assetsô 

- Amendment to K-IFRS 1038 óIntangible Assetsô 

- Amendment to K-IFRS 1041 óAgriculture, Forestry and Fisheriesô 

- Amendment to K-IFRS 1110 óConsolidated Financial Statementsô, 1112 óDisclosure of Interests in Other Companiesô 

and 1028 óInvestments in Associated Companies and Joint Venturesô 

- Amendment to the óJoint Arrangementô of K-IFRS No. 1111 

- Amendment of K-IFRS 1027 óSeparate Financial Statementsô 

- Annual Improvements to K-IFRS 2012-2014 

 

The effect of the new amendments and interpretations to the financial statements has not been significant since the 

accounting periods beginning on January 1, 2016. 
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(2) New standards and interpretations not yet adopted 

 

As of December 31, 2016, the new K-IFRS, which was enacted and promulgated but has not been effective due to its 

effective date, is as follows. 

 

- Enactment to K-IFRS 1109 (Enactment): óFinancial Instrumentsô 

 

Financial instruments of K-IFRS 1109 issued on September 25, 2015, is effective for annual periods beginning on or 

after January 1, 2018, but may be applied early. The standard will replace the current K-IFRS 1039, Financial 

Instruments: Recognition and Measurement. The Company will apply K-IFRS 1109 from the fiscal year beginning on 

or after January 1, 2018. 

 

The new K-IFRS 1109 is applied retroactively, but there are some exceptions, such as exemption from the restatement 

of comparative information in the case of classification, measurement and impairment of financial instruments. In the 

case of hedge accounting, except for some exceptions such as the time value accounting of the option, it is applied 

prospectively. 

 

The main characteristics of K-IFRS 1109 are (i) the classification and measurement of financial assets and financial 

liabilities based on the business model whose objective is management of financial instruments and the nature of the 

contractual cash flows, (ii) the impairment methodology reflecting credit losses, (iii) the broadening of the hedging 

instrument and hedged item that meet the conditions, and (iv) the change of the hedge effectiveness assessment.  

 

For the smooth adoption of K-IFRS 1109, it is generally necessary to prepare the financial impact analysis, accounting 

policy establishment, accounting system construction and stabilization. The effect on the financial statements for the 

first-time adoption of this IFRS may differ from the selection and judgment of accounting policies in accordance with 

this standards, as well as the financial instruments of the Company and economic conditions during the period. 

 

In connection with the adoption of K-IFRS No. 1109, the Company has not been able to undertake any internal 

management process improvement or change of accounting system related to the reporting of financial instruments and 

to start the financial impact analysis of adoption. However, the general effects of the major items of the Standard on the 

Financial Statements are as follows: 

 

- Classification and measurement of financial assets 

 

The amendments to K-IFRS 1109 contain the requirements for the classification and measurement of financial assets 

and financial liabilities based on a business model whose objective is achieved both by collecting contractual cash 

flows and selling financial assets and based on the contractual terms that give rise on specified dates to cash flows.  

All recognized financial assets will be subsequently measured either at amortized cost, fair value through other 

comprehensive income (FVTOCI), or fair value through Profit or Loss (FVTPL) under K-IFRS 1109. If the hybrid 

contract includes financial assets as a main contract, the financial assets are classified based on the entire composite 

contract without separating embedded derivatives. 

 

Business model  
 Contractual cash flow characteristics 

 Solely consist of principal amount and interest  The others 

Collect contractual cash flows  Amortized cost(*1)   

FVTPL(*2) 
Collect contractual cash flows and selling 

financial assets 

 FVTOCI(*1)   

Selling financial assets or  others  FVTPL   

 

(*1) To eliminate or reduce accounting inconsistencies Profit or loss - Can be designated as fair value measurement 

item (not cancelable) 

(*2) If equity investments is not held for trading, an irrevocable election can be made at initial recognition to measure 

the investment at FVTOCI. 

 

In accordance with K-IFRS 1109, the requirement to classify and measure the financial assets as amortized cost or 

FVTOCI is more stringent than the requirements of current IFRS 1039. As the proportion of financial assets subject to 

FVTPL increases, the volatility of profit or loss may increase. 
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As of December 31, 2016, the Company has loans and receivables amounting to Á3,709,145 million (equivalent to 

USD 3,069,214 thousand), available-for-sale financial assets amounting to Á300,157 million (equivalent to USD 

248,372 thousand) and financial assets at FVTPL amounting to Á67,004 million (equivalent to USD 55,444 thousand). 

 

According to K-IFRS 1109,  a debt instrument that is held within a business model whose objective is to collect the 

contractual cash flows and has contractual cash flows that are solely payments of principal and interest on the principal 

amount outstanding must be measured at amortized cost (net of any write down for impairment), unless the asset is 

designated at FVTPL under the fair value option.  As of December 31, 2016, the Company has measured loans and 

receivables of  3,709,145 million (equivalent to USD 3,069,214 thousand) at amortized cost. 

 

According to K-IFRS 1109, a debt instrument that is held within a business model whose objective is achieved both by 

collecting contractual cash flows and selling financial assets and has contractual terms that give rise on specified  dates 

to cash flows that are solely payments of principal and interest on the principal amount outstanding,  must be measured 

at FVTOCI, unless the asset is designated at FVTPL under the fair value option. As of December 31, 2016, the Compan

y has debt securities classified as available-for-sale financial assets amounting to Á 5,552 million (equivalent to US $ 

4,594 thousand). 

 

In accordance with K-IFRS 1109, equity instruments that are not held for trading purposes are subject to irrevocable 

selection at initial recognition as FVTOCI and subsequent other comprehensive income will not be recycled. As of 

December 31, 2016, the equity instruments classified as available-for-sale financial assets amounted to Á 294,605 

million (equivalent to USD 243,777 thousand) and unrealized gains and losses on available-for-sale equity securities 

amounting to Á 5,587 million (equivalent to US $ 4,623 thousand) were recycled to the current profit or loss. 

 

In accordance with K-IFRS 1109, debt instruments which the cash flow under the terms of the contract does not consist 

of interest on the principal and principal or which is primarily trading for sale are measured at FVTPL. Also, equity 

instruments not designated as FVTOCI are measured at FVTPL. As of December 31, 2016, the Company has debt 

securities classified as financial assets at FVTPL amounting to Á 67,004 million (equivalent to US $ 55,444 thousand). 

 

- Classification and measurement of financial liabilities 

 

In accordance with K-IFRS 1109, the change due to credit risk fluctuation in the fair value of the financial liability 

designated as FVTPL are recognized in other comprehensive income not to be reclassified to profit or loss 

subsequently. However, if the change resulting from credit risk fluctuation occurs and increases accounting 

inconsistency, the change in fair value are recognized in profit or loss. 

 

Some profit and loss related to the valuation of financial liabilities which are designated as FVTPL in current K-IFRS 

1039 may be reduced as some portion of changes in the fair value of the financial liabilities are measured in other 

comprehensive income in K-IFRS 1109.  

 

As of December 31, 2016, the Company has financial liabilities amounting to Á 4,489,426 million (equivalent to USD 

3,714,875 thousand) and its financial liabilities designated as FVTPL amounted to Á 30,234 million (equivalent to US 

$ 25,017 thousand).  

 

- Impairment methodology: financial assets and contract assets 

 

Under current IFRS 1039, an impairment is recognized only when there is objective evidence of an impairment 

according to an incurred loss model. But, the impairment model under K-IFRS 1109 reflects expected credit losses. 

Under the impairment approach in K-IFRS 1109, it is no longer necessary for a credit event to have occurred before 

credit losses are recognized. Instead, an entity always accounts for expected credit losses and changes in those expected 

credit losses. These impairment methods apply to debt instruments measured at amortization cost or FVTOCI, lease 

receivables, contract assets, loan commitments and financial guarantee contracts measured that are not measured at 

FVTPL. 

 

In accordance with K-IFRS 1109, a loss allowance recognized on initial recognition of a financial asset is measured by 

the amount corresponding to 12-month expected credit losses or the lifetime expected credit losses, divide into three 

stages as shown in the table below. The credit loss can be recognized early compared with the loss incurrence model of 

K-IFRS 1039. 
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CASE(*1)  Loss allowance 

Stage 1  In case of not significant 

increase in credit risk after 

initial recognition(*2)  

 12 months expected credit losses: the portion of the lifetime expected 

credit losses that represent the expected credit losses that result from 

default events on a financial instrument that are possible within the 12 

months after the reporting date 

Stage 2  In case of significant 

increase in credit risk after 

initial recognition  

 Total expected credit losses: the expected credit losses that result from all 

possible default events over the expected life of a financial instrument 

Stage 3  In case of compromised 

credit  

 

 

(*1) For trade receivables and contractual assets that are included in the scope of application of K-IFRS 1115 "Revenue 

from contracts with customers," the amount corresponding to the expected credit loss for the whole period and if 

there is a significant financial component, the accounting policy may choose to measure the allowance for losses at 

an amount equal to the expected credit loss for the entire period. An accounting policy can also be used to measure 

the provision for losses with an amount equal to the expected credit loss for the entire period. 

(*2) If credit risk is low at the end of the reporting period, the credit risk may be considered to have not increased 

significantly. 

 

In accordance with K-IFRS 1109, a financial asset impaired at the initial recognition is accounted for as an allowance 

for the cumulative change in total expected credit losses after initial recognition. 

 

As of December 31, 2016, the Company has debt securities (loans and receivables) amounting to Á3,709,146 million 

(equivalent to USD 3,069,215 thousand thousand) as measured at amortized cost and classified as available-for-sale 

financial assets and other comprehensive income amounting to Á 5,552 million (equivalent to US $ 4,594 thousand) 

and allowance for losses on these assets amounted to Á 1,635,163 million (equivalent to USD 1,353,052 thousand). 

 

- Enactment to K-IFRS 1115 (Enactment): óRevenue from Contracts with Customersô 

 

K-IFRS 1115 óRevenue from contracts with customersô, which was enacted on November 6, 2015, is effective for the 

first time after January 1, 2018, but may be applied early. This standard will supersede K-IFRS 1011 óConstruction 

Contractsô, K-IFRS 1018 óRevenueô, K-IFRS 2113 óCustomer Loyalty Programmesô, K-IFRS 2115 óAgreements for 

the Construction of Real Estateô, K-IFRS 2118 óTransfers of Assets from Customersô, and K-IFRS 2031 óRevenue: 

Barter Transactions Involving Advertising Servicesô. The Company will adopt K-IFRS 1115 from the fiscal year 

beginning on or after January 1, 2018. The Company shall apply this Standard retrospectively to each prior reporting 

period presented in accordance with K-IFRS 1008 óAccounting Policies, Changes in Accounting Estimates and Errorsô, 

using practical expedients need not restate contracts that are completed contracts as of January 1, 2017. 

 

Current K-IFRSs provide revenue recognition standards for different types of transactions, such as sales of goods, 

provision of services, interest income, royalty income, dividend income and construction contracts. The core principle 

under K-IFRS 1115 is that an entity should recognize revenue to depict the transfer of promised goods or services to 

customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those 

goods or services.  The enactment introduces a five-step approach to revenue recognition and measurement: 1) Identify 

the contract with a customer, 2) Identify the performance obligations in the contract, 3) Determine the transaction price, 

4) Allocate the transaction price to the performance obligations in the contract and 5) Recognize revenue when (or as) 

the entity satisfies a performance obligation 

 

As of December 31, 2016, the Company did not start to revise its internal control procedures or change its accounting 

system in connection with the adoption of K-IFRS 1115. The Company will analyze the financial impact of adoption of 

K-IFRS 1115 by the fourth quarter of 2017 and announce its results to the 2017 annual financial statement. The general 

effects of the separate financial statements on the separate financial statements are as follows: 

 

- Progress measurement using input methods 

 

The plant business division of the Company concludes a plant construction contract, including purchase and installation 

of special equipment, and conducts construction over a long period of time of three years or more. Revenues from plant 

construction contracts for the year ended December 31, 2016, amounted to Á 2,791,670 million (equivalent to USD 

2,310,029), representing 25.5% of total revenues.   
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According to K-IFRS 1115, the Companyôs performance might be to recognise revenue at an amount equal to the cost 

of a good used to satisfy a performance obligation if the Company expects at contract inception that all of the following 

conditions would be met: i) the good is not distinct, ii) the customer is expected to obtain control of the good 

significantly before receiving services related to the good, iii) the cost of the transferred good is significant relative to 

the total expected costs to completely satisfy the performance obligation, and iv)  the Company procures the good from 

a third party and is not significantly involved in designing and manufacturing the good. 

 

2.3 Subsidiaries, associates and joint arrangements 

 

The Company's financial statement is the separate financial statements developed in accordance with Korean IFRS 

1027 Separate Financial Statements. The investments in subsidiaries, associates, and joint ventures are measured at cost 

based on the direct investment in equity; but the book value according to the past  accounting standards is used as 

deemed cost at the date of transition to the K-IFRS. Also dividends received from subsidiaries, associates, and joint 

ventures are recognized as profit or loss for current year at the time when the right for dividends is determined. 

 

2.4 Foreign currency translation 

 

(1) Functional and presentation currency 

 

Items included in the separate financial statements are measured using the currency of the primary economic 

environment in which the entity operates (ñthe functional currencyò). The separate financial statements are presented in 

Korean won, which is the Company(except for foreign branches)ôs functional and presentation currency. 

 

(2) Transactions and balances 

 

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates 

of the transactions or valuation where items are re-measured. Foreign exchange gains and losses resulting from the 

settlement of such transactions and from the translation at year-end exchange rates of monetary assets and liabilities 

denominated in foreign currencies are recognized in profit or loss. 

 

Exchange differences arising on non-monetary financial assets and liabilities such as equity instruments at fair value 

through profit or loss and available-for-sale equity instruments are recognized in profit or loss and included in other 

comprehensive income, respectively, as part of the fair value gain or loss. 

 

2.5 Financial Assets 

 

(1) Classification and measurement 

 

The Company classifies its financial assets in the following categories: financial assets at fair value through profit or 

loss, available-for-sale financial assets, loans and receivables, and held-to-maturity financial assets. Regular purchases 

and sales of financial assets are recognized on the trade date. 

 

Regular purchases and sales of financial assets are recognized on the trade date.  At initial recognition, financial assets 

are measured at fair value plus, in the case of financial assets not carried at fair value through profit or loss, transaction 

costs. Transaction costs of financial assets carried at fair value through profit or loss are expensed in the statement of 

income. After the initial recognition, available-for-sale financial assets and financial assets at fair value through profit 

or loss are subsequently carried at fair value. Loans and receivables, and held-to-maturity investments are subsequently 

carried at amortized cost using the effective interest rate method. 

 

Changes in fair value of financial assets at fair value through profit or loss are recognized in profit or loss and changes 

in fair value of available-for-sale financial assets are recognized in other comprehensive income. When the available-

for-sale financial assets are sold or impaired, the fair value adjustments recorded in equity are reclassified into profit or 

loss. 
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(2) Impairment  

 

The Company assesses at the end of each reporting period whether there is objective evidence that a financial asset or a 

group of financial assets is impaired. A financial asset or a group of financial assets is impaired and impairment losses 

are incurred only if there is objective evidence of impairment as a result of one or more events that occurred after the 

initial recognition of the asset (a óloss eventô) and that loss event (or events) has an impact on the estimated future cash 

flows of the financial asset or a group of financial assets that can be reliably estimated. 

 

Impairment of loans and receivables is presented as a deduction in an allowance account. Impairment of other financial 

assets is directly deducted from their carrying amount. The Company writes off financial assets when the assets are 

determined to be no longer recoverable. 

 

The objective evidence that a financial asset is impaired includes significant financial difficulty of the issuer or obligor; 

a delinquency in interest or principal payments over three months; or the disappearance of an active market for that 

financial asset because of financial difficulties. A significant or prolonged decline in the fair value of an available-for-

sale equity instrument significantly from its cost is also objective evidence of impairment. 

 

(3) Derecognition 

 

If the Company transfers a financial asset and the transfer does not result in derecognition because the Company has 

retained substantially all the risks and rewards of ownership of the transferred asset due to a recourse in the event the 

debtor defaults, the Company continues to recognize the transferred asset in its entirety and recognizes a financial 

liability for the consideration received. The related financial liability is classified as ófinancial instrument liabilitiesô in 

the statement of financial position. 

 

(4) Offsetting of financial instruments 

 

Financial assets and liabilities are offset and the net amount reported in the consolidated 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. 

 

2.6 Derivative financial instruments and hedging activities 

 

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

subsequently re-measured at their fair value. Changes in the fair value of the derivatives that are not qualified for hedge 

accounting are recognized in the statement of income within 'other income (expenses)' according to the nature of 

transactions. 

 

2.7 Inventories 

 

Inventories are stated at the lower of cost and net realizable value. Raw materials and supplies are valued at cost using 

first-in, first-out method (FIFO) and temporary materials are valued at cost less related periodic expense. Other 

inventories are valued at cost using the specific identification method. 

 

2.8 Assets (or disposal group) held for sale 

 

Non-current assets (or disposal group) are classified as assets held-for-sale when their carrying amount is to be 

recovered principally through a sale transaction and a sale is considered highly probable. The assets are measured at the 

lower amount between their carrying amount and the fair value less costs to sell. 

 

2.9 Property, plant and equipment 

 

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

Historical cost includes expenditures that is directly attributable to the acquisition of the items. 
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Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate the 

difference between their cost and their residual values over their estimated useful lives, as follows 

  
 Estimated useful life 

Buildings  18 - 60 years 

Structures  4 - 40 years 

Ships  5 - 12 years 

Machinery  2 - 8 years 

Vehicles  4 - 8 years 

Tools  4 years 

Furniture and fixtures  4 years 

 

The depreciation method, residual values and useful lives of property, plant and equipment are reviewed at each 

financial year-end and, if appropriate, accounted for as changes in accounting estimates. 

 

2.10 Intangible assets 
 

Intangible assets are initially recognized at its historical cost and carried at its cost less accumulated amortization and 

accumulated impairment losses. Intangible asset are amortized using the straight-line method over the following 

estimated useful lives when the asset is available for use. 

 

  Estimated useful life 

Usage rights (except for trademark rights)  Stipulated term of usage 

Software  4 years 

 

Membership rights and trademark rights are regarded as intangible assets with indefinite useful life and not amortized 

because there is no foreseeable limit to the period over which the asset is expected to be utilized. 

 

2.11 Investment property  

 

Property held to earn rentals or for capital appreciation or both is classified as investment property. Investment property 

is measured initially at its cost. After recognition as an asset, investment property is carried at cost less accumulated 

depreciation and impairment losses. Investment property, except for land, is depreciated using the straight-line method 

over their useful lives of 40 years. 

 

2.12 Borrowing costs 

 

Borrowing costs incurred in the acquisition or construction of a qualifying asset are capitalized in the period when it is 

prepared for its intended use, and investment income earned on the temporary investment  of  borrowings made 

specifically for the purpose obtaining a qualifying asset is deducted from the borrowing costs eligible for capitalization 

during the period. Other borrowing costs are recognized as expenses for the period in which they are incurred. 

 

2.13 Impairment of non-financial assets 

 

Goodwill or intangible assets with indefinite useful lives are not subject to amortization and are tested annually for 

impairment. Assets that are subject to amortization are reviewed for impairment whenever events or changes in 

circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the 

amount by which the assetôs carrying amount exceeds its recoverable amount. The recoverable amount is the higher of 

an assetôs fair value less costs to sell and value in use. Non-financial assets, other than goodwill, that suffered 

impairment are reviewed for possible reversal of the impairment at each reporting date.  

 

2.14 Financial liabilities  

 

(1) Classification and measurement 

 

Financial liabilities at fair value through profit or loss are financial instruments held for trading. Financial liabilities are 

classified in this category if incurred principally for the purpose of repurchasing them in the near term. Derivatives that 

are not designated as hedges or bifurcated from financial instruments containing embedded derivatives are also 

categorized as held-for-trading.  
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The Company classifies non-derivative financial liabilities, except for financial liabilities at fair value through profit or 

loss, financial guarantee contracts and financial liabilities that arise when a transfer of financial assets does not qualify 

for derecognition, as financial liabilities carried at amortized cost and presented as ótrade payablesô, ófinancial 

instrument liabilities and óother payablesô  in the statement of financial position.  

 

Preferred shares that provide for a mandatory redemption at a particular date are classified as liabilities. Interest 

expenses on these preferred shares calculated using the effective interest method are recognized in the statement of 

income as ófinance costsô, together with interest expenses recognized on other financial liabilities. 

 

(2) Derecognition 

 

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, cancelled or expired or when the terms of an existing financial 

liability are substantially modified. 

 

2.15 Financial guarantee contracts 

 

Financial guarantees contracts provided by the Company are initially measured at fair value on the date the guarantee 

was given. Subsequent to initial recognition, the Companyôs liabilities under such guarantees are measured at the 

higher of the amounts below and recognized as ófinancial instrument liabilitiesô: 

 

(1) The amount determined in accordance with Korean IFRS 1037, Provisions, Contingent Liabilities and Contingent 

Assets; 

(2) Or the initial amount, less accumulated amortization recognized in accordance with Korean IFRS1018, Revenue.  

 

2.16 Provisions 

 

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation and the 

increase in the provision due to passage of time is recognized as interest expense. 

 

2.17 Current and deferred taxes 

 

The tax expense for the period consists of current and deferred tax. Tax is recognized on the profit for the period in the 

statement of income, except to the extent that it relates to items recognized in other comprehensive income or directly 

in equity. In this case, the tax is also recognized in other comprehensive income or directly in equity, respectively. The 

tax expense is calculated on the basis of the tax laws enacted or substantively enacted at the end of the reporting period. 

 

Deferred tax is recognized for temporary differences arising between the tax bases of assets and liabilities and their 

carrying amounts as expected tax consequences at the recovery or settlement of the carrying amounts of the assets and 

liabilities. However, deferred tax assets and liabilities are not recognized if they arise from initial recognition of an 

asset or liability in a transaction other than a business combination that at the time of the transaction affects neither 

accounting nor taxable profit or loss.  

 

Deferred tax assets are recognized only to the extent that it is probable that future taxable profit will be available 

against which the deductible temporary differences can be utilized. 

 

Deferred tax liability is recognized for taxable temporary differences associated with investments in subsidiaries, 

associates, and interests in joint ventures, except to the extent that the Company is able to control the timing of the 

reversal of the temporary difference and it is probable that the temporary difference will not reverse in the foreseeable 

future. In addition, deferred tax asset is recognized for deductible temporary differences arising from such investments 

to the extent that it is probable the temporary difference will reverse in the foreseeable future and taxable profit will be 

available against which the temporary difference can be utilized. 

 

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against 

current tax liabilities and when the deferred income taxes assets and liabilities relate to income taxes levied by the same 

taxation authority on either the same taxable entity or different taxable entities where there is an intention to settle the 

balances on a net basis. 
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2.18 Employee benefits 

 

The Company operates the defined benefit plan. A defined benefit plan is a pension plan that is not a defined 

contribution plan. Typically defined benefit plans define an amount of pension benefit that an employee will receive on 

retirement, usually dependent on one or more factors such as age, years of service and compensation. The liability 

recognized in the statement of financial position in respect of defined benefit pension plans is the present value of the 

defined benefit obligation at the end of the reporting period less the fair value of plan assets. The defined benefit 

obligation is calculated annually by independent actuaries using the projected unit credit method. The present value of 

the defined benefit obligation is determined by discounting the estimated future cash outflows using interest rates of 

high-quality corporate bonds and that have terms to maturity approximating to the terms of the related pension 

obligation. The remeasurements of the net defined benefit liability are recognized in other comprehensive income. 

 

If any plan amendments, curtailments, or settlements occur, past service costs or any gains or losses on settlement are 

recognized as profit or loss for the year. 

 

2.19 Revenue recognition 

 

Revenue is measured at the fair value of the consideration received or receivable for the sales of goods and services in 

the ordinary course of the Companyôs activities. Revenue is shown net of value-added tax, returns, rebates and 

discounts, after eliminating transactions within the Company. 

 

The Company recognizes revenue when the amount of revenue can be reliably measured, it is probable that future 

economic benefits will flow to the entity and when specific criteria have been met for each of the Companyôs activities 

as described below. The Company bases its estimates on historical results, taking into consideration the type of 

customer, the type of transaction and the specifics of each arrangement. 

 

(1) Construction contracts 

 

A construction contract is defined by Korean IFRS 1011, Construction Contracts, as a contract specifically negotiated 

for the construction of an asset. 

 

When the outcome of a construction contract can be estimated reliably and it is probable that the contract will be 

profitable, contract revenue is recognized over the period of the contract by reference to the stage of completion. 

Contract costs are recognized as expenses by reference to the stage of completion of the contract activity at the end of 

the reporting period. When it is probable that total contract costs will exceed total contract revenue, the expected loss 

on the construction contract is immediately recognized as an expense. When the outcome of a construction contract 

cannot be estimated reliably, contract revenue is recognized only to the extent of contract costs incurred that are likely 

to be recoverable. 

 

Variations in contract work are included in the contract revenue when the customer is highly likely to approve the 

amount of revenues due to the change of the construction and can reliably measure the amount of the revenues. Claims 

are included in contract revenue to the extent that may have been agreed with the customer when the negotiation is 

considerably advanced and are capable of being reliably measured 

 

The stage of completion is measured by reference to the contract costs incurred up to the end of the reporting period as 

a percentage of total estimated costs for each contract. Costs incurred in the year in connection with future activity on a 

contract are excluded from contract costs in determining the stage of completion. These amounts are recognized as 

inventory, prepaid expenses or other assets. 

 

On the statement of financial position, the Company reports the net contract position for each contract as either an asset 

or a liability. A contract represents an asset when costs incurred plus recognized profits (less recognized losses) exceed 

progress billings (due from customers for contract work); and a contract represents a liability when the opposite is the 

case (due to customers for contract work). 

 

  


































































































































































