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independent auditors’ report

The Board of Directors and Stockholders
LG International Corp.

We have audited the accompanying statements of financial position of LG International Corp. (the "Company”)
as of December 31, 2010 and 2009, and the related statements of income, appropriations of retained earnings,
changes in equity, and cash flows for the years then ended. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial statements
based on our audits. We did not audit the financial statement of equity method investees, GS Retail (two
investees including GS Retail for comparative 2009), which are refiected in the accompanying financial
staternants using the equity method of accounting. The carrying amount of the investments in those investees
represent approximately 17.15% and 12.4% of the Company’s total assets as of December 31, 2010, and
2009, respectively, and thelr equity income or loss represents approximately 55.19% and 38.5% of the
Company's income before income taxes for the years then ended. These financial statements were audited by
other auditors whose reperts have been furnished to us, and our opinion, insofar as it relates to the amounts
included for those investees, is based solely on the reports of the other auditors.

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

In our opinion, based on our audits and the reports of the other auditors, the financial statements referred to
above present fairly, in all material respects, the financial position of LG International Corp. as of December
31, 2010 and 2009, and the results of its financial performance and its cash flows for the years then anded in
conformity with accounting principles generally accepted in the Republic of Korea.
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Accounting principles and auditing standards and thelr application in practice vary among countries. The
accompanying financial statements are not intended to present the financial position, results of operations, and
changes in retained earnings and equity, and cash flows in accordance with accounting principles and practices
generally accepted in countries other than the Republic of Korea. In addition, the procedures and practices
utilized in the Republic of Korea to audit such financial statements may differ from those generally accepted and
applied in other countries. Accordingly, this report and the accompanying financial statements are for use by
those who are knowiedgeable about Korean accounting principles and auditing standards and their application
in practice.

R : e

February 21, 2011

This audit report is effective as of February 21, 2011, the auditors’ report date. Accordingly, certain material
subsequent events or circumstances may have occurred during the period from the auditors’ report date to
the time this audit report is used. Such events and circumstances could significantly affect the
accompanying financial statements and may result in modifications to this report.
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LG International Corp. e T
Statement of financial position
As of December 31, 2010 and 2009
(Korean won in millions)
2010 2009
Assets
Current assets:
Cash and cash equivalents (Note 15) W 124,190 W 110,642
Short-term investments (Notes 5, 8 and 15) 15,035 2,582
Trade accounts and notes receivable, net of allowance
for doubtful accounts {Notes 15 and 18) 453,956 388,676
Other agcounts receivable {Notes 15 and 16) 23,933 38,949
Inventories (Notes 9) 218,152 106,050
Accrued income (Note 15) 18,135 14,208
Advance payments 20,334 23,316
Prepaid expenses 7.985 6,324
Derivative assets (Note 26) 2,626 4,158
Deferred income tax assets (Note 22) 34,658 37,904
Other current assets 4,314 3,916
Total current assets 923,318 736,725
Non-current assets:
Long-term financial instruments (Note 4) 13 18
Available-for-sale securities (Note 8) 25,856 26,714
Equity method investments (Note 7) 878,425 601,331
Long-term guarantee deposits (Notes 4 and 15) 22,377 20,642
Investments on overseas resources
development (Notes 3 and 8) 133,834 178,254
Long-term loans receivable (Notes 7 and 15) 257,372 208,669
Long-term prepaid expensss 3,435 3,681
Property, plant and equipment (Notes 3 and 9) §7.230 53,212
Intangible assets (Notes 3 and 11) 5,498 5,984
Total non-current assets 1,384,040 1,098,505
Total assels W 2,307,358 W 1,835,230
—
(Continued)

See accompanying notes.




LG International Corp.
Statements of financial position (cont'd)
As of December 31, 2010 and 2009

(Korean won in millions)

2010 2009
Liabllities and equity
Current liabilities:
Trade accounts and notes payable (Notes 15 and 16) W 587,936 W 397,901
Short-term borrowings (Note 12) 15,690 14,126
Other accounts payable (Notes 15, 16 and 26) 89,198 67,201
Advances received 11,800 12,694
Withholdings 2,758 2,039
Accrued expenses 5,342 5,384
Income taxes payable 7.661 4,185
Current portion of long-term borrowings (Note 13) 130,507 189,922
Derivative liabilities (Note 26} 10,146 5,386
Uneamed revenue 67 109
Other current liabilities 1,487 1,530
Total current liabilities 862,692 700,477
Non-current liabilities:
Long-term borrowings (Note 13) 436,201 424 608
Severance and retirement benefits (Note 14) 187 4,283
Deferred income tax liabilities (Note 22) 39.241 10,844
Other long-term liabilities 8,012 3,515
Total non-current liabilities 483 641 443,251
Total liabilities 1,346,233 1,143,728
Commitment & Contingencies (Notes 25 and 26)
Equity:
Capital stock (Note 17) 193,800 193,800
Capital surplus (Note 18) 104,017 104,017
Capital adjustments (Note 18) (969) {968)
Accumulated other comprehensive
income (Notes 6, 7, 22 and 27) 62,747 57,583
Retained earnings (Note 19) 601,530 337,071
Total equity 961,125 651,503
Total liabilities and equity W 2,307,358 W 1,835,231

See accompanying notes.




LG international Corp.
Statements of income
For the years ended December 31, 2010 and 2009

PUBLIC
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(Korean won in millions, except per share amounts)

2010 2009
Sales (Notes 3, 16, 20 and 30) w 6,089,895 W 4,316,076
Cost of sales {(Notes 3, 16, 20 and 30} 5,651,086 3,880,817
Gross profit 418,829 435,259
Selling and administrative expenses (Notes 21, 29 and 30) 296,154 273,715
Operating income {Note 30) 122,675 161,544
Other income (expenses):
Interest income 18,176 18,573
Interest expense {20,840) (27,559)
Dividend income 8,980 8,400
Gain (loss) on foreign currency transactions, net 4,561 5,536
Gain (loss) on foreign currency translation, net 5,567 17,899
Loss on disposal of short-term financial instruments (3) (14)
Loss on disposal of other investments, net (2) {659)
Equity in earnings of equity method investments, net (Note 7) 208,756 43,971
Gain on disposal of equity method investments, net 8,898 896
Gain on disposal of available-for-sale securities 1,628 1,249
Gain on disposal of property, plant and equipment, net 47 44
Loss on disposal of trade accounts receivable {11,515) (14,581)
Gain (loss) on derivatives transactions, net (5,570) (74,535)
Gain on derivatives valuation, net (Note 26) {1,884) 432
Impairment Losses on Long-term Investment Securilies (786) -
Others 9,939 (15,716)
223,952 (36,064)
Income hefore income taxes 346,627 125,480
Provision for income taxes (Note 22) 58,748 " 21,186
Net income i 287,879 104,294
Basic earnings per share (Notes 3 and 23) W 7'4& W 2,698

See accompanying notes.
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LG International Corp.
Statement of appropriations of retained earnings
For the years ended December 31, 2010 and 2009
(Korean won in millions)

2010 2009
Retained earnings before appropriations:
Unappropriated retained earnings carried forward from the
prior year W 289240 w 193,451
Cumulative effects of accounting changes (15,688) -
Net income for the year 287,879 104,294
561,431 297,745
Appropriations (2010 proposed):
Legal reserve 1,353 773
Cash dividends (Note 24) 13,631 7,732
14,884 8,505
Unappropriated retained eamnings
to be carried forward to the next year W 548,547 W 289,240
L —

See accompanying notes.
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LG International Corp.
Statements of cash flows
For the years ended December 31, 2010 and 2009

PUSBLIC

JEE

(Korean won in millions)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by

operating activities:

Provision for severance and retirement benefits
Depreciation

Bad debt expense

Amortization of intangible assets

Amortization of discount on bonds

Loss (gain) on foreign currency transiation, net

Equity in earnings of equity methed investments, net

Loss on disposal of trade accounts receivable
Gain on disposal of available-for-sale securities
(ain on disposal of equity method investments

Gain on disposal of property, plant and equipmant, net

Gain an valuation of derivative instruments, net

impairment Losses on Long-term Investment Securities

Others, net
Changes in operating assets and liabilities:

Trade accounts and notes receivable
QOther accounts receivable
Accrued income
Inventories
Advance paymants
Prepaid expenses
Deferred income tax assets
Trade accounts and notes payable
Other accounts payable
Accrued expenses
Advances received
Withholdings
Unearned revenue
Income taxes payable
Payment of severance and retirement benefits
Others, net

Total adjustments

Net cash provided by operating activities

{Continued)
See accompanying notes.

2010 2009
W 287.879 104,294
5,457 5,379
3,808 6,016
255 560
2,773 3,160
209 162
(6,035) (17.909)
(206,756) (43,971)
11,515 14,581
{1,628) (1,249)
(8,898) (B96)
47) (44)
1,884 (432)
786
385 22,546
(78,868) (196,412)
34,521 78,316
(7.113) (4,964)
(113,329) 108,460
3,017 9,797
(1,416) 1,303
31,934 (2,083)
192,218 132,790
17,262 {163,898)
(42) (244)
(894) (4,514)
719 924
42) 63
3,476 (18,339)
(4,100) (3,384)
(5,850) (1,008}
(124,799) (74,310)
W 163,080 29,984
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LG International Corp.
Statements of cash flows (cont'd)
For the years ended December 31, 2010 and 2009

(Korean won in millions)

2010 2009
Cash flows from investing activities:
Decrease {increase) in short-term financial instruments, net ¥ (14,789) W 37,500
Decrease in overseas resources development 80,665 45,795
Investment in overseas resources development {(36,244) {49,030)
Decrease in Long-term Financial Instruments ’ 5 -
Proceeds from disposal of available-for-sale securities 6,335 1,249
Acquisition of available-for-sale securities (5.265) {5,650)
Proceeds from disposal of intangible assels - -
Proceeds from business transfer - -
Increase in long-term loans receivable, net {73,131) (60,642)
Proceeds from disposal of property, plant and equipment 228 395
Dividend income from equity method investments 24,048 34 614
Acquisition of equity method investments (77,659) {(40,019)
Payment of long-term guarantee deposits, net {1,738} (1,767)
Purchase of property, plant and equipment {10,247) {10,164)
Purchase of intangible assets (46) {178)
Net cash used in investing activities (107,839) (47.597)
Cash flows from financing activities:
Drawdown from short-term borrowings 223,121 171,905
Drawdown from long-term borrowings 89,153 156,071
Proceed from issuance of bonds 39,793 89,558
Decrease in long-term withholding, net 4,498 -
Repayment of short-term borrowings (221,897) (246,774)
Repayment of long-term borrowings - -
Repayment of current portion of long-term borrowings (168,830) {171,908)
Payment of dividends (7.732) (7.732)
Others, net 2 2
Net cash used in financing activities {41,683) (8,878)
Net increase in cash and cash equivalents 13,548 {26,491)
Cash and cash equivalents at the beginning of the year 110,642 137,133
Cash and cash equivalents at the end of the year W 124,190 W 110,642

See accompanying notes.
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LG International Corp.
Notes to financial statements
December 31, 2010 and 2009

1. Corporate information

LG International Corp. (the “Company”) was incorporated on November 26, 1953 under the laws of the
Republic of Korea to engage in the export and import of goods, overseas resource and business
develapment, and other business activities. The Company is a member of the LG Group, which consists
of numerous companies under a common management control. The Company has 7 overseas
subsidiaries, 23 liaison offices and 21 overseas branches as of December 31, 2010. In January 1876, the
Company listed its common shares on the Korgan Exchange. Also on November 12, 1978, the Company
was designated as a general trading company by the Korean government. As of Dacember 31, 2010, its
outstanding capital stock amounted to W193,800 million.

2. Summary of significant accounting policles

a lon

The Company maintains its official accounting records in Korean won and prepares statutory financial
statements in the Korean language in conformity with accounting principles generally accepted in the
Republic of Korea (“Korean GAAP"). Certain accounting principles applied by the Company that conform
with financial accounting standards and accounting principles in the Republic of Korea may not conform
with generally accepted accounting principles in other countries. Accordingly, these financial statements
are intended for use by those who are informed about Korean accounting principles and practices. In the
event of any differences In interpreting the financial statements or the Independent auditors’ report thereon,
the Korean version, which is used for regulatory reporting purposes, shall prevail. The accompanying
financial statements have been condensed, restructured and translated into English (with certain
expanded descriptions) from the Korean language financial statements.

The financia! statements of the Company have been prepared in accordance with accounting principles
generally accepted in the Republic of Korea, Including Statements of Korea Accounting Standards
(“SKAS") 1 to 23, and the summary of significant account policies used for the preparation of the financial’
statements are as follows:

.

Cash eguivalents
Highly fiquid deposits and marketable securities with original maturities of three months or less, and which
have no significant risk of loss in value by interest rate fluctuations, are considered as cash equivalents.

Financial instrumen
Financial instruments, such as time deposits and restricted bank deposits, which are traded by financial

institutions and are held for short-term cash management purposes or which will mature within one year,
are accounted for as short-term financial instruments. Financial instruments other than cash equivalents
and short-term financial instruments are recorded as long-term financial instruments.

Allowance for doubtful accounts

The Company provides an allowance for doubtful accounts in consideration of the estimated losses that
may arise from non-coflection of its receivabies. The estimate of losses, if any, is based on a review of the
aging and current status of the outstanding receivables.

Inventories

Inventories are valued at the lower of cost or net realizable value, with cost being determined using the
specific identification method.

When a decline in the value of an inventory indicates that its cost exceeds net realizable value, a

valuation loss will be recognized to write the inventory down to its net realizable value. The loss on
valuation is recognized in cost of sales.

10




LG International Corp.
Notes to financial statements
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December 31, 2010 and 2009

2.

umma nifican unt licies (cont'd

Investments in gecurities

Investments in securities within the scope of SKAS 8 Investments in Securities are classified as either
trading, held-to-maturity and available-for-sale securities, as appropriate, and are initially measured at
cost, including incidental expenses, with cost being determined using the moving average method. The
Company determines the classification of its investments after initial recognition, and, where allowed and
appropriate, re-evaluates this designation at each financlal year end.

Securities that are acquired and held principally for the purpose of selling them in the near term are
classified as trading securities. Debt securities which carry fixed or determinable payments and fixed
maturity are classified as held-to-maturity if the Company has the positive intention and ability to hold to
maturity. Securities that are not classified as either trading or held-to-maturity are classified as available-
for-sale securities.

After initial measurement, available-for-sale securities are measured at fair value with unrealized gains or
josses being recognized directly in equity as other comprehensive income. Likewise, trading securities are
also measured at fair value after initial measurement, but with unrealized gains or losses reported as part
of net income. Held-to-maturity securities are measured at amortized cost after initial measurement. The
cost is computed as the amount initially recognized minus principal repayments, plus or minus the
cumulative amortization using the effective interest method of any differance between the initially
recognized amount and the maturity amount.

The fair value of trading and available-for-sale securities that are traded actively in the open market
(marketable securities) is measured at the closing price of those securities at the reporting date, except
for non-marketable equity securities which are measured at cost subsequent to initial measurement if their
fair values cannot be reliably estimated. Non-marketable debt securities are carried at a value using the
present value of future cash flows discounted using an appropriate interest rate which reflects the issuer's
credit rating announced by a public independent credit rating agency. If the application of such
measurement method is not feasible, estimates of fair values may be made using a reasonable valuation
model or quoted market prices of similar debt securities issued by entities conducting business in similar
industries.

Trading securities are classified as current assets. Available-for-sale and held-to-maturity securities are
classified as long-term investments, except that securities maturing within one year or are certain to be
disposed of within one year from the reporting date are classified as short-term investments.

The Company recognizes an impairment loss on its investments in securities if there Is objective evidence
that the securities are impaired. The impairment loss is charged to statement of income.

Investments in entities over which the Company has control or significant influence are accounted for
using the equity method.

Under the equity method of accounting, the Company's initial investment in an investee is recorded at
acquisition cost. Subsequently, the carrying amount of the investment is adjusted to reflect the Company's
share of income or loss of the invastee in the statement of income and share of changes in equity that
have been recognized directly in the equity of the investee in the related equity account of the Company
on the statement of financial position. If the Company’s share of losses of the investee equal or exceed its
interest in the investee, it discontinues recognizing its share of further losses. However, if the Company
has other long-term interests in the investee, it continues recognizing its share of further losses to the
extent of the carrying amount of such long-term interests.

At the date of acquisition, the excess of the cost of the Investment over the Company’s share of the net
fair value of the investee's identifiable assets and liabilities is accounted for as goodwill which is amortized
over its useful life determined within 20 years using the straight-line method. Conversely, negative
goodwill represents the excess of the Company's share in the net fair value of the investee’s identifiable
assets and liabilities over the cost of the investment. Negative goodwill is recorded to the extent of the fair
value of acquired non-monetary assets and recognized as income using the straight-line method over the
ramaining weighted-average useful life of those acquired non-monetary assets. The amount of negative
goodwill in excess of the fair value of acquired non-monetary assets is recognized as income immediately.

11
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Notes to financial statements

December 31, 2010 and 2009
2. Summary of significant accounting policies (cont'd)
Equity method inv nts {cont'd

In translating the financial statements of foreign investees into Korean won, assets and liabilities are
translated at the exchange rate on the reporting date and income and expenses are translated at the
average exchange rate for the period. All resulting exchange differences are recognized as foreign
currency translation adjustments in other comprehensive income within equity.

ro| lant an ent
Property, plant and equipment are stated at cost less accumulated depreciation, except for assets which
were revalued in accordance with the Korean Assets Revaluation Law are stated at revalued amounts
less accumulated depreciation. The revaluation of assets is no longer allowed effective from January 1,
2001,

Maintenance and repairs are expensed in the vear in which they are incurred. Expenditures which
enhance the value or extend the useful life of the related assets are capitalized.

Depreciation of property, plant and equipment is provided using the straight-ine method over the
estimated useful life of the assets as follows; '

Years
Buildings 20 - 40
Structures 20-40
Machinery 5-8
Vehicles 5-12
Others 5

Capitalization of borrowing ¢osts
Borrowing costs directly attributable to the acquisition, construction or production of an item of qualifying

asset that necessarily takes more than 1 year to get ready for its intended use are capitalized as part of
the cost of those assets.

Intangible agsets

Intangible assets of the Company consist of goodwill, industrial property rights and others, which are
stated at cost less accumulated amortization. Ameortization is recognized as an expense based on the
straight-line method over the estimated usefu life of the assets as follows:

Years
Goodwill 5
Industrial property rights 5-15
Others 5

investments on overs men

The Company recognizes gas and ore exploration project such as the Vietnamese mine concession as
part of the Company’'s overseas resource exploration investment which is classified as a non-current
investment in the statement of financial position. Such investment is amortized using reasonable method
when commercial production begins. .

Discount on bonds is presented as a direct deduction from the nominal value of the bonds and is
amortized using the effective-interest-rate method over the life of the bonds.

12
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Notes to financial statements

December 31, 2010 and 2009

2.

Summary of significan ountin licles s

Severan retirement b

In accordance with the Employee Retirement Benefit Security Act (‘ERBSA") and the Company's
employee benefits policy, employees terminating their employment with at least one year of service are
entitied to severance and retirement benefits based on the rates of pay in effect at the time of termination,
years of service and certain other factors. The provision is determined based on the amount that would be
payable assuming all employees were to terminate their employment as of the reporting date.

The Company's severance and retirement benefits are partly funded through an insurance plan with
Korea Life insurance, LIG Insurance. Up to March 1999, the Company had previously prepaid a portion of
its severance and retirement benefits obligation to the National Pension Service (“NPS"}. The insurance
deposits and prepayments are presented as a deduction from the provision for severance and retirement
henefits.

L

A lease is accounted for as either a capital lease or an operating lease. A lease is recognized as a capital
lease if it transfers substantially to the Company ali the risks and rewards incidental to ownership of the
leased asset.

An asset acquired by way of a capital lease arrangement is stated in the statement of financial position at
the lower of the fair value or the present value of minimum lease payments at the inception of the lease.
The corresponding liability is included in the statement of financial position as a capital lease obligation.
Lease payments are apportioned between the finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Capitalized iease assets are
depreciated in the same manner as cther depreciable property, plant and equipment.

Operating lease payments are recognized as an expense on a straight-line basis over the lease term.

Foreign currency transiation
Transactions involving foreign currencies are recorded at the exchange rates prevailing at the time the

transactions are made.

Monetary assets and liabiiities denominated in foreign currencies are transiated into Korean won at the
appropriate exchange rates on the reporting date. The resulting unrealized foreign currency translation
gains or losses are credited or charged to current operations.

Vv

Revenue from the sale of goods Is recognized when significant risk and rewards of ownership of goods
have passed to the buyer and revenue from services is recognized by reference to the stage of
completion, Revenue received from transactions where the Company acts as an agent without assuming
the risks and rewards of ownership of the goods are recognized on a net basis.

Income taxes
Current income tax assets and liabilities for the current and prior periods are measured at the amount

axpected to be recovered from or paid to the tax authorities. Deferred income taxes are provided using
the liability method for the tax effect of temporary differences between the tax bases of assets and
liabilities and their reported amounts in the financial statements. Deferred income tax assets and liabilities
are measured using the enacted tax rates and laws that will be in effect when the differences are
expected to reverse, and are classified as current or non-current, respectively, based on the classification
of the related asset or liability in the statement of financiai position. In addition, current tax and deferred
tax are charged or credited directly to equity if the tax relates to items that are credited or charged directly

to equity.

Impalrment of assets

When the recoverable amount of an asset is less than its carrying amount due to obsolescence, physical
damage or abrupt decline in the market value of the asset, the decline in value, if material, is deducted
from the carrying amount and recognized as an asset impairment loss in the current year.

Valuation of receivables {payables) at present value

Receivables (payables) arising from long-term installment transactions are stated at present value. The
difference between the carrying amount and present value of the receivables (payables) is amortized
using the effective-interest-rate method and credited (charged) to statement of income over the
installment period.

13
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December 31, 2010 and 2009

2,

4,

Summary of significant accounting policies {cont'd}

Derivative financlal instruments

Derivative financial instruments are presented as assets or liabilities valued principally at the fair value of
the rights or obligations associated with the derivative contracts. The unrealized gain or loss from a
derivative transaction with the purpose of hedging the exposure to changes in the fair value of a
recognized asset or liability or unrecognized firm commitment is recognized in current operations. For a
derivative instrument with the purpose of hedging the exposure to the variability of cash flows of a
recognized asset or liabllity or a forecasted transaction, the hedge-effective portion of the derivative
instrument's gain or loss is deferred as other comprehensive income in equity. The ineffective portion of
the gain or loss is charged or credited to net income. Derivative instruments that do not meet the criteria
for hedge accounting, or contracts for which the Company has not elected hedge accounting are
measured at fair value with unrealized gains or losses reported in net income.

Per share amounts ‘

Basic eamings per share are computed by dividing net income by the weighted average number of
common shares outstanding during the year. Diluted eamnings per share are calculated by dividing net
income by the weighted average number of common shares outstanding during the year plus the
weighted average number of common ghares that would have been outstanding assuming the conversion
of all dilutive potential commoen shares.

The preparation of financial statements in accordance with Korean GAAP requires management to make
judgments, estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those
astimates.

Restricted deposits

Restricted deposits as of December 31, 2010 and 2008 consist of the following {(Korean won in millions):

2010 2009 Description
Long-term financial instruments W 13 W 18 Bank overdraft agreement
Short-term investments
Short-term investments as of December 31, 2010 and 2009 are as follows (Korean won in millions):
. 2010 2009

Short-term financial Instruments W 15,000 W -
Short-term loans 35 2,582

w 15036 W 2,582
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8. Available-for-sale securities

Available-for-sale securities as of December 31, 2010 and 2009 consist of the following (Korean won in

millions):

Marketable securities;

LG U+ (formerly, LG Dacom)

LG Fashion

Non-marketable securities:
Korea RAS Laffan LNG™®
LG International

Investments(Canada) Ltd"*Y
LG International Yakutsk**

Mongolia Resources

Investment Limited (Adamas)

2.3

Hyundai Hysco'®

AROMATICS OMAN LLC™®

Hebei Woonung trading
Limited"%®
Others

Marketable securities:

LG U+ (formerly, LG Dacom)

LG Fashion

Non-marketable securities:

Korea RAS Laffan LNG'?
LG International

investments(Canada) Ltd"*®

SK Eurochem’®

LG Intemational Yakutsk™™

Mongolia Resources

investment Limited (Adamas)

°23)

Hyundai Hysco™
Cthers

2010

Number  Ownership  Acquisition
of shares %) cost Fair value®™” Book value
198,366 004 W 8681 W 1422 W 1,422
69,761 0.24 575 2,187 2,187
9,256 3,609 3,609
1,568,666 5.60 2,410 1,841 2,410
5,731,068 100.00 5,801 5,991 5,891
- 100.00 - - -
1,141,112 100.00 1,295 1,345 1,295
- 10.00 046 1,797 948
- 1.00 4779 4,973 4779
- 100.00 3,348 3,346 3,346
- - 11,159 5,523 3,580
29,826 24,816 22,247
W 30082 W 28425 W 25856

2009

Number Ownershp  Acquisition
of shares (%) cost Fair value’” Book value
92,312 0.1 W 8681 W 1,643 W 1,643
69,761 0.24 575 2,201 2,201
9,258 3.844 3,844
1,558,666 560 2410 1,823 2.410
5,476,003 100.00 5,605 5,856 5,605
- 10.00 4,348 6,617 4,348
- 100.00 5,325 4730 5,325
2,000,000 100.00 1,262 1,262 1,262
- 10.00 946 1,797 946
- - 2,793 4618 2,974
29,689 268,703 22,870
W 38,945 W 30547 W 26714
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Avaijlable-for-sale securities(cont’d)

(*1) Net asset values of non-marketable squity securities are computed based on the most recent
available financial statements, some of which have not been audited or reviewed.

{*2) Non-marketable equity securities are carried at cost due to tha lack of reliable information necessary
for determining the fair market value of the securities.

(*3) Equity method investees with total assets of less than W10 billion as of December 31, 2009 were
classified as available-for-sale securities, rather than being accounted for as an equity method investment,
considering the materiality of the movements of the investments during the year.

(*4) Equity method investees with tota! assets has raised more than W10 billion, due to equity method
application it became more vital change fiuctuation of investment in Equity securities. Therefore available-
for-sale securities was classified equity-method investments.

(*5) During this year, disposed of some of possessing shares of AROMATICS OMAN LLC, the company
lost significant influence on the investee. Remained shares were substituted for available-for-sale
securities.

The changes in the unrealized holding gain on valuation of available-for-sale securities for the years
ended December 31, 2010 and 2009 are as follows (Korean won in millions):

2010
Jan. 1, 2010 Loss on valuation Deferred income taxes  Dec. 31, 2010
LG U+ w 680 W (220) W 85 W 525
LG Fashion 1,105 (14) 39 1,130
AROMATICS
OMAN LLC(*1) - (92) 20 (72)
W 1,785 W (3268) W 124 W 1,583

(*1) During this year, AROMATICS OMAN LLC was substituted for available-for-sale securities from
equity-method investments. Therefore the change in share of other comprehensive of the investee was
substituted for the unrealized holding gain on veluation of. available-for-sale securities.

2008
Jan. 1, 2009 Loss on valuation Deferred income taxes _ Dec. 31, 2009
LG U+ W 843 W (188) W 25 W 880
LG Fashion 594 701 (190) 1,105
W 1,437 W 513 W (185) W 1,785

17




PUBLIC
LG International Corp. / O f ILE
Notes to financial statements
December 31, 2010 and 2009

...............................

7. Equity method Investments

Investments in equity securities accounted for using the equity method as of December 31, 2010 and
2009 are as follows (Korean won in millions):

2010
Proportionate
Number Ownership Acquisition net asset
of shares %) cost value™" Book value
LG Inti (America),inc. 80,000 10000 W 40813 W 35046 W 35668
LG intl {Japan),Ltd. 90,000 100.00 401 39,876 39,805
LG Intl (HK)},Ltd. 77,968 100.00 24 18,435 17,966
LG Intl (S'pore) Pte.Ltd. 5,000,000  100.00 3,288 21,769 21,654
LG Intt (Deutschiand) GmbH 9,510 100.00 8,051 5,028 4,202
LG intl {China), Corp. - 100.00 6,120 11,338 11,338
LG Intl (Aust) Pty. Ltd. 5,496,881 100.00 3,154 8,396 8,396
LG Properties (Spore) Pte. Ltd. 60,537,470 70.00 42,907 - .
Philco Resources Ltd. 3,630,000 60.00 4310 7,867 7,867
Korea Commercial Vehicle Co.,Ltd. 140,000 100.00 1,499 - -
PT. Tutul Batubara Utama 1,800,000 75.00 1,790 - -
Resource Investment {H.K) Ltd. - 100.00 53,175 67,462 67,462
Pixdix 6,000,000 100.00 29,572 21,151 21,151
Indonesia Ranewable Resources 1M ,000, 000 100.00 1 3,01 7 38,976 ‘ 33,975
L.G TIMOR SEALLd. - 100.00 - - -
BATUBARA GLOBAL ENERGY 10,000,000 100.00 11,722 28,303 28,273
KUMAH Steel Co.,Ltd 98,800 51.00 9,823 4,023 8,551
LG Holdings (HK), Ltd. 35,000,000 25.00 57,104 49,871 49,871
GS Retall 4923648 31.97 124,184 395,695 395,695
AROMATICS OMAN LLC'™?. - - - - -
Others - - 146,781 104,467 121,450

W 597,164 W 858,703 W 878425

(*1) Net assets values of non-marketable equity securities are computed based on the most recent
available financial statements, some of which have not been audited or reviewed.

{*2) In 2010, the company disposed of some of possessing shares of AROMATICS OMAN LLC and lost

significant influence over the investee. So the company substituted the investment for available-for-sale
securities.
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7. Egquity method investments(cont'd}

The details of changes in carrying amount of equity method investments for the years ended December
31, 2010 and 2009 are as follows (Korean won in millions):

LG intl (America),Inc. W 32,794 W

LG Intl (Japan),Lid.

LG Intt (HK),Ltd.

LG Intl (S'pore)
Pte. Ltd.

LG Intl {Deutschiand)

GmbH

LG Int'l (China), Corp.

LG Int! {Aust)
Pty. Ltd.

Philco Resources
Ltd.

Korea Commercial

Vehicle Co., Ltd.
PT. Tutui Batubara
Utama'™

Resource Investment

(H.K),Ltd.
Pixdix

Indonesia Renewable

Resources

!..g-a TIMOR SEA Ltd.

PT.Batubara Global

Energy
KUMAH Steel

LG Holdings (HK). Ltd.

GS Retail.

AROMATICS OMAN

LLC.
Others™

2010
Equity in eamings  Share of
Jan.1, {losses) changes Dac.31,
2010 Acquisition of investes in equity  Dividends 2010

- W 3733 W (859) W - W 35668
26,904 - 19,212 2,700 (9,011) 39,805
16,040 - 7,603 (280) {5,417) 17,966
18,636 - 2,012 1,006 - 21,654
5,928 - {1,151) {575) - 4,202
9,881 - 1,361 96 - 11,338
4,723 - 2,765 908 - 8,396
- - 17,141 (122) - 7.867
- 35,000 (19,312) - - -
- - {1,114) (195) - -
§7,782 - 9,517 163 - 87,462
23,346 - (2,195) - - 21,151
13,017 33,319 (7,909) 549 - 38,976
- - (13,994) 236 - -
4,233 10,815 13,680 (455) - 28,273
9,018 82 (647) - 8,551
47,811 - 1,949 211 - 49,971
212,107 - 191,314 152 (7,878) 385685
48106  (48,713) - 2,607 - -
82,023 58,496 (17,938) {416) {1,740) 121,450

W601,331 W 97933 W

206,756 W 5,199 I (24,046) W 878,425
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hod investments{c

2009
Squityineamings  Share of
Jan.1, (losses) changes Dec.31,
2008 Acquisition of investee In equity Dividends 2009

LG Intl (America),Inc. W 34,379 W - W 863 W (2,448) W - W 32,794
LG Int't (Japan),Ltd. 30,547 - 10,137 (2,462) (11,318) 26,904
LG Intl (HK),Ltd. 25,621 - 9,652 {1,598) {17,635) 16,040
LG intl (Spore) 16,736 . 4498 (2.598) . 18836
LS In1 (Deutschiand) 6,048 . 247 (367) ; 5,928
LG Int'l {China), Corp. 13,035 - 364 (693) {2,825) 9,881
LG Int'l (Aust) Pty. Lid. 5,166 - (1,634) 1,191 - 4,723
Ptmlco Resources Ltd. ) _ 7608 87 _ _
PT. Tutui Batubara

Utama®™® - - (7.114) (180) - -
Resource Investment

(H.K),Ltd. 59,096 - 2573 (3.887) - 57,782
Pixdix 26,555 - (3.209) - - 23,346
Indonesia Renewable ,

Resources - 13,017 - - - 13,017
LG Holdings

(HK), Ltd. §6,505 . (3.238) (5.456) - 47,811
GS Retail 174,433 - 30,885 250 {2,461) 212107
AROMATICS OMAN |

LLC 47,486 6,867 (550) {7.797) - 46,106
Others!™ 63,584 25,252 {16,112) 8,209 (675) 86,256

W 550,191 W 45236 W 43,970 W (17.8658) W (34,814) W 601,33

(*1) The Comﬁnbhas suspended the application of equity method for its investment in Philco Resources
Lid. (RAPU RAPU) as the carrying amount of the investment has already been reduced to nil due to
cumulative equity losses.

(*2) Korea Commercial Vehicle Co., Ltd. increased capital amounting to 35 billion won this year. As a
resulit, the unrecognized loss of Korea Commercial Vehicle Co., Ltd. as of 2009 was adjusted in retained
eamings.

(*3) The Com%%m has suspended the application of equity method for its investment in PT. TUTUI
BATUBARA U A as the carrying amount of the investment has already been reduced to nil due to
cumulative equity losses. And the Compan* enerated nat loss too in 2010.

Long-term Ioan receivable from PT. TUTUl BATUBARA UTAMA was provided with allowance for equtil'g
loss of \1,114(2009: 7,114) million and share of change in other comprahansiva loss W 195(2009: 180
milllon since the equity losses of the investee exceeded the Company's interest in the investee.

(*4) For the investments in LG TIMOR SEA, Ltd., the Company recognized equity ioss of W 13,994
million on long-term loan receivable and share of changes In other comprehensive income of W 236
rnilllortge as the cumulative equity losses in the investments exceeded the Company's Interests in the
investees, '

(*5)For the investments in De Zwarte Ponk B.V., the Company recognized equity loss of W248 million
and W5,854 million, in 2010 and 2009, respectively and changes in equity adjustment of equity method
investments of W86 million in 2010, as an allowance on long-term loan receivable from the investees, as
the cumulative equity Josses in the investments exceeded the Company’s interests in the investees. For
the investments in FOSCO B.V., the Company recognized equity loss of ¥1,062 million and Wg48
million in 2010 and 2009, respectively and changes in equity adjustment of equity method investments of
w199 million in 2010, due to the same reason of the investments in De Zwarte Ponk B.V.
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7. Eguity methgg_ Investments{cont’'d}

The changes in carrying amount of goodwill and negative goodwill for the years ended December 31,

2010 and 2009 are as follows (Korean won in millions):

Goodwill
Negative goodwill

Goodwill
Negative goodwill

2010
Jan. 1,2010 Additons  Amortization Dec. 31,2010
W 30032 W 4954 W (11,959) W 23,027
- (3,620) -

2009
Jan. 1,2009 Additons  Amortization Dec. 31,2009
W 15675 W 18,142 W (4,785) W 30,032
936 3,620 (938) 3,620

The changes in share of other comprehensive income of the investees for the years ended December 31,

2010 and 2009 are as follows:

LG Int! (America),Inc.
LG Int'l {Japan),Ltd.
LG Int'l (HK},Ltd.

LG Int'l (S'pore)} Pte. Lid.

LG Intl (Deutschland)
GmbH
LG Int'l {UK),Ltd.
LG Int'l (China), Corp.
LG Int'l (Aust) Pty. Ltd.
LG Properties
{S'pore} Pte. Ltd.
Philco Resources
Ltd.
PT. Tutui Batubara
Utama
Resource Investment
(H.K),Ltd.

Pixdix -
LG Holdings (HK). Ltd.
GS Retall

AROMATICS OMAN
LLC

Others

2010
Deferred
Jan. 1, 2010 Net changes tax effect Dec. 31, 2010

11,311 W (858) W - W 10,453
4,959 2699 {450) 7,208
1,931 {280) 13 1,784
2,576 1,007 - 3,583
3,790 (574) - 3,216
1,408 - 42 1,450
3,051 85 67 3.213
2,526 Q08 (126) 3,308
(1,315) - (38) (1,353)
(3,264) {122) (68) (3,454)
(106) (195) 40 (261)
1,864 163 18 2,045
{144) - (144)
11,175 21 278 11,664
3,388 152 66 3,607
(2,607) 2,607 . -
15,254 (634) 226 14,848
55798 W 5199 W 188 W 61,165
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2009
: Deferred
Jan. 1, 2009 Net changes tax effect Dec. 31, 2009
LG Int1 (America),Inc. w 13758 W (2,448) W - W 11,311
LG Intl (Japan),Ltd. 7,023 (2,462) 398 4,959
LG Int) (HK),Ltd. 3,234 {1,598) 295 1,931
LG Intl (S'pore) Pte. Ltd. 5174 (2,598) - 2,576
LG Intt (Deutschland)
GmbH 4157 {387) - 3,790
LG Int'l (UK),Ltd. 1,858 - (450) 1,408
LG Intl (China), Corp. 3,680 (693) 64 3,051
LG Intl {Aust) Pty. Lid. 1,670 1,191 {335) 2,526
LG Properties
(S'pore) Pte. Ltd. (1,353) - 38 (1.315)
Philco Resources Ltd. (3,427) 87 78 (3,264)
PT. Tutui Batubara
Utama. 31 (180) 43 (1 06)
Resource Investment
(H.K),L1d. 4,950 {3,887) 801 1,864
Pixdix (144) - - (144}
LG Holdings {HK), Ltd. 15,755 (5,456) 876 11,175
GS Retall 3293 250 (154) 3,389
AROQOMATICS OMAN
LLC 4,048 (7,797} 1,142 (2,607)
Others (4) 11,468 (2.775) 8,689
W 73,021 W (17,680} W 435 W 55,798

The elimination of unreatized gains (losses) arising from inter-company transactions for the years ended
December 31, 2010 and 2009 are as follows (Korean won in millions}:

LG Int'l (America),Inc.

LG Int'l (Japan),Ltd.

LG Intl (HK),Ltd.

LG Int' (S'pore) Pte. Ltd.

LG Intl (Deutschland) GmbH
BGE.

Korea Commaercial Vehicle Co., Ltd.

KUMAH Stee

2010
Property, plant
inventories  and equipment Total

W 277 w - W 277
70 - 70

469 - 469

115 - 115

826 - 826

k)| - 3

156 - 156

3 - 3

W 1,947 W - W 1,047
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2008
Property, plant
Inventories  and equipment Total
LG Int| (America),Inc. W (721) W . - W (721)
LG Int) (Japan),Ltd. 644 - 644
LG Int'l (HK),Ltd. 1,020 - 1,020
LG Intl (S'pore) Pte. Lid. (21) - (21)
LG Int'l {Deutschland) GmbH 118 - 118
Korea Commaercial Vehicle Co., Lid. 196 - 196
GS Retail Co., Lid - 24,955 24,955
W 1,236 W 24,955 w 26,191

As of December 31, 2010, the unrecognized losses of the respective equity method investees from which
the application of the equity method of accounting was suspended as the Company’s share in the
cumulative losses of the investees exceeded the Company's interest in the investees are as follows

{Korean won in millions):

LG intl (UK),Ltd. W
LG Properties (S'pore) Pte. Ltd.

Korea Commercial Vehicle Co., Lid.

PT. Tutui Batubara Utama

Fosco BV

W

2010
76
10,616
638
463
613

12,406

The summary of financial position of the investees as of December 31, 2010, and the results of their

operations for the year then ended, are presented as follows (Korean won in millions):

Net income
Totat assets Total liabilities Sales (loss)

LG Int1 (America),inc. W 151,832 W 115,886 W 908,835 W 4,744
LG Int'l (Japan),Ltd. 714,247 874,372 4,793,571 19,210
LG Int! (HK),Ltd. 323,475 305,040 2,429,082 7,052
LG Intl (S'pore) Pte. Lid. 217,031 105,262 1,206,128 2,148
LG Intl (Deutschland) GmbH 181,988 176,960 685,507 (444)
LG Intl (China), Corp. 39,410 28,072 69,434 1,352
LG Inti (Aust) Pty. Ltd. 40,175 31,778 36,050 3719
LG Properties (S'pora) Ple.
Lid. 58,887 74,083 - 2,054
Philco Resources Ltd. 81,719 68,608 - 26,964
Korea Commercial Vehicle

Co., Ltd. 29,028 29,509 32,0925 (10,476)
PT. Tutui Batubara Utama 8,628 22,993 11,011 (1,256)
Resource Investment (H.K)
Lid. 67,462 - - 9,517
Pixdix 40,497 19,346 117,625 (2,195)
Indonesia Renewable

Resources 48,780 7,803 - (7,909)
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Net income
Total assets TJotal liabifities Sales (loss}
LG TIMOR SEALtd. 8,332 22,090 - (13,720)
PT.Batubara Global Energy 129,191 100,888 390,888 14,411
KUMAH Steel 40,214 32,326 107,937 (1,008)
LG Holdings (HK). Ltd. 199,883 - - 7,808
GS Retail Co., Ltd 2,400,349 1,162,710 3,473,383 520,290
Others 1,673,607 1,369,019 1,439,267 (57,233)

W 6453745 W

4436726 W 15701643 W

£21,686

The summary of modifications to financial statements of investee company are presented as follows

{Korean won in millions).

2010

After modification Share of

Closing date Net assets Settied amount' " net assets company

GS Raetail 2010.12.31 1,362,385 (154,756) 1,237,639 395,695
2009

After modification Share of

Closing date Net assets Settied amount® ™"’ net assets company

GS Retail. 2009.12.31 987,560 (246,046) 741,514 237,082

(*1) Revaluation surplus of lands of GS Retall Co, Ltd is modified to reconcile accounting policies of

companies.
8. Overseas regources development

Overseas resources development as of December 31, 2010 and 2009 consist of the following (Korean

won in millions):

Korea RAS Laffan LNG
Ko-Uz Gas Chemical
Investment Ltd.

Resource Investment (H.K.) Limited

Mongolia resources Investment
Limited (Adamas)

LG International Investments
(Cenada) Ltd.

JPDA (LG TIMOR SEA)
LG Int'l {(Aust) Pty. Ltd.

Philco Resources Ltd.
(Rapu Rapu Project) ©"

2010

Loan
receivables

Investments in

Available-for-
sale securities

Equity method
investments

overseas
resources

development

W -

21,676
27,425

35,144

W 2410 W - W

- §7,462
1,285 -

5,891 -
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8. Overseas resources developme n
2010
Investments in
overseas
Loan Available-for- Equity method resources
receivables sale securities _ investments development
Erel Lid. - - 49 -
Kemhem B.V. (ADA OIL) 53,456 - 16,194 -
KC KAZAKH B.V. { ZHAMBLY ) 18,963 65 - -
DZP B.V. (BLOCK-8)™" ' 32,920 - - -
FOSCO (Egizkara) 20,816 - - -
NW Konys 22,778 - 17,806 -
OMAN BUKHA - - - 63,668
VIETNAM 11-2 - - - 70,166
MGE,BGE 10,425 28,273 -
PT. TUTUI BATUBARA UTAMA w 0,008 W - W - W -
MINERA COROQCOBRE S.A - 1,084 - -
Indonesia Renewable Resource 7,631 - 38,976 -
PT. GREEN Global lestar 31,548 - 3,372 -
Overseas resources development
fund - 85 - -
Korea Carbon International - - 694 -
United Copper & Moly Co_ Ltd. - - 20,725 -
Sal de Vida - - 3,000 -
Hebei wooneung trading Co.,Ltd. - 3,346 - -
Heung Kuk investment fund - 270 - -
W 202690 W 14448 W 212814 W 133,834
2002
Investments in
‘ overseas
Loan Available-for- Equity method resources
receivables sale securities _investments development
Korea RAS Laffan LNG W - W 2410 W - W -
Ko-Uz Gas Chemical
Investment Ltd. - 634 - -
Resource Investment (H.K.) Limited - - 57,782 -
Mongolia resources Investment
Limited {Adamas) - 1,262 - -
. LG International Investments
(Canada) Ltd. - 5,605 - -
JPDA (LG TIMOR SEA) 17,991 - - -
LG Int'l (Aust) Pty. Ltd. 25,928 - 4,722 -
Philco Resources Ltd.
(Rapu Rapu Project) ©" 36,030 - - .
Erel Ltd. - - 2,875 -
Kernhem B.V. (ADA CIL) 64,376 - 25,753 -
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8. Overseas resources development {cont'd)
2009

Investments in

overseas

Loan Available-for- Equity method resources

receivables sale securities  investments deveiopment

KC KAZAKH B.V. ( ZHAMBLY ) 13,289 65 - -
DZP B.V. {(BLOCK-8) 31,341 - - -
FOSCO (Egizkara) 18,506 - - -
OMAN BUKHA - - - 109,427
VIETNAM 11-2 - - - 68,828
MGE,BGE 28,294 - 4233 -
BATUBARA GLOBAL ENERGY 10,158 - - -
PT. TUTUI BATUBARA UTAMA “ - - -
MINERA CORQCOBRE S.A - 444 - -
Indonesia Renewable Resource - - 13,017 -
PT. GREEN Global lestari - - 2,342 -
' W 235913 W 10,420 W 110,724 W 178,255

(*1) Long-term loan receivable from TIMOR SEA Ltd., PT. Tutui Batubara Utama, KAZAKH BLOCK-8 and
KAZAKH EGIZKARA were provided with allowances for their equity losses of ¥31,146 million, since
the cumulative equity losses in the investments exceeded the Company's interests in the investees.

9. property, plant and egulpment

Changes in the net book value of property, plant and equipment for the years ended December 31, 2010
and 2009 are as follows (Korean won in millions):

2010
Jan. 1, Dec. 31,
2010 Additions __ Disposals _ Transfers’”  Depraciation 2010
Land W 16132 W - W - W D w - W 18132
Buildings 21,119 - - 629 (863) 20,885
Structures 1,004 . (108) 236 (56) 1,076
Machinery 1,916 as (15 8,313 (1.352) 8,897
Vehicles 2,484 226 (19) ] (408) 2,282
Other 3,109 489 (39) 50 (1.128) 2,481
Construction-in-progress 7,448 9,497 . (11,468) ; 5.477
W 53,212 W 10,247 W (181) W (2.240) W (3.808) W 57230

(*1) Construction-in-progress was transferred to intangible asset in the amount of W2,240 million.
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9. property, plant and equipment {cont’d)
2009
Jan. 1, . Dec. 31,
2009 Additions Disposals  Transfers'  Daepreciation 2009
Land W 15132 W - W - W - W - W 16,132
Buildings 24,030 9 - 730 (3,700) 21,119
Structures 1,059 - - - (55) 1,004
Machinery 1,369 178 (508) 1,490 611) 1,916
Vahicles 2,738 254 (TS) - {431) 2,484
Other 3,863 480 (25) - {(1,219) 3,109
Construction-in-progress 4,440 9,235 {3.224) (3,003) - 7,448
W 53620 W 10,184 W (3832) W (733 W (6.016) W 53,212

The value of the Company's land, as determined by the Government of the Republic of Korea for tax
administration purposes, was ¥ 24,905 million and W 24,058 miltion as of December 31, 2010 and 2009,
respectively. Property, plant and equipment and inventories are insured against fire and other casualty
josses for up to W 178,334 million, and US$ 30,200,000 as of December 31, 2010

10. Leases

The Comrany has entered into operating leases of helicopters. Future rentals payable under such
operating leases as of December 31, 2010 are as follows:

Future rentals payabie

2011 w 1,875
2012 " 1,794
2013 1,399
2014 928
2015 and thereafter -
W 5,996

11. lntangible gssets

Changes in the net book value of intangible assets for the years ended December 31, 2010 and 2009 are
as follows (Korean won in millions):

2010
Jan. 1, 2010  Additions Transfer Amorization Dec. 31, 2010
Industrial property rights 49 - - (13) 36
Others 5,936 46 2,240 (2,761) 5,461
W 5,985 W 46W 2240W (2774 W 5,497

2009
Jan. 1, 2009  Additions Transfer Amortization Dec. 31, 2009
Goodwill W 680 W -W -W (680) W -
Industrial property rights 13 - 45 (9) 49
Others 7,540 179 688 {2,471) 5,036
W 8,233 W 179 W 733 W (3,160) W 5,985

All amortization expense for the years ended December 31, 2010 and 2009 has been charged to selling
and administrative expenses.
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12. Short-term borrowings
Short-term borrowings as of December 31, 2010 and 2009 consist of the following {Korean wen in
milfions);
Annual interest rate (%)
as of Dec. 31, 2010 2010 2009
Banker's usance 0.96~1.52 W 15600 ¥ 14,126

The Company holds bank overdraft agreements with commercial banks for a total credit limit of up to
W48,000 million as of December 31, 2010. Long-tarm financial instruments are provided as collateral for
the overdraft agreements.

13. Long-term borrowinags
The details of bonds issued as of December 31, 2010 and 2009 are as follows (Korean won in millions):

Annua! interest rate (%)

as of Dec. 31, 2010 2010 2009
Non-guaranteed debentures 518 ~8.10 W 130,000 W 430,000
Less discount on bonds (366) (368)
Less current portion - (40,000}
W 129,634 W 89,632

Long-term loans of the Company as of December 31, 2010 and 2009 are as follows (Korean won in
millions):

Annual interest rate (%)

Financial institution as of Dec. 31, 2010 2010 2009

Local currency:
Korea Mining {Special energy fund rate -

Promotion Corporation 2.25)~5.00 w 5,451 W 6,185
Export-import Bank

of Korea B8M Koribor + 2.6 15,000 20,000

Industrial Financial Debentures

Korea Development Bank +3.65 17,700 17,700
industrial Reforestation

Federation 1.50 3,186 -

41,347 43,885

Less current portion (11,182) (5,992)

W 30,185 W 37,883
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12. Long-term borrowings {cont'd)

Annual interest rate (%)

Financial institution as of Dec. 31, 2010 2010 2009

Foreign Currency:
Petroleum Development (Special energy fund rate -

Fund 2.25)~5.50 W 70,429 AW 71,426
Korea Mining (Special energy fund rate -

Promotion Corporation 2.25)~5.00 w 11,008 W 13,965
Export-import Bank

of Korea 6ML+ {0.55~5.80) 257,901 297,812
Calyon Bank 6ML + 1.20 £6,390 57,811

395,728 441,014

Less current portion {119,344) (143,936)

W 276,384 W 297,078

The repayment schedules of long-term loans and bonds as of Dec. 31, 2010 are as follows (Korean won

in millions):
Long-term loans Long-term loans
Year (in Jocal currency) (in foreign currency) Bonds Total
2011 11,162 119,344 - 130,506
2012 8,838 84,320 90,000 183,158
2013 6,259 50,014 40,000 97,173
2014 6,259 39,281 - 45,540
2015 6,506 29,946 - 36,452
2016 and :
thereafter ‘ 2,323 71,923 - 74,246
41,347 395,728 130,000 567,075

14. Severance and retirement benefits

Changes in net carrying amount of severance and retirement benefits for the years ended December 31,
2010 and 2009 are as follows (Korean won in millions):

2010 2009
As of January 1, W 22605 W 21,217
Provision during the year 5457 5,378
Payments during the year (4,099) {3,384)
Transfer in(out) (4,265) (608)
As of December 31, 19,698 22,605

The Company deposited 98.50% and 80.42% of its severance and retirement benefits obligation as of
December 31, 2010 and 2009, respectively, with insurance companies and offset the deposit against its
liability for severance and retirement benefits.
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15. Assets and liabiiities denominated in foreign currencies

Assets and liabilities denominated in foreign currencies as of December 31, 2010 and 2009 are as follows:

2010 2009
Korean won Korean won
Foreign equivalent Foreign aquivalent
currencies {in millions) currencies {in millions)
Assets:
Cash and cash equivalents UsS$ 80073 W 91,198 Uss 12950 W 15,120
EUR 3,103 4687 EUR 5,090 8,521
Others 1,040 Others 238
Short-term investments Uss - - uss 2,000 2,335
Trade accounts receivable US$ 324,986 370,127 US$ 277,864 324,434
JPY 721,779 10,084 JPY 522443 6,598
EUR 11,895 18,005 EUR 2,362 3,955
Others 1,570 Others 34,720
Other accounts receivable Uss 23,821 27,130 Us$ 50,155 58,561
JPY 203,879 2,848 JPY 5,233 66
EUR 1,371 2075 EUR 1,376 2,304
Others 422 Others 273
Accrued income US$ 22,385 25,506 uss 15,750 18,390
Others 369 Others 1,016
Long-term loan receivables US$ 243,470 277,288 US$ 185,643 212,639
Others 28,752 Others 27175
W 862,009 W 716,346
Liabilities:
Trade accounts payable USS 432,549 W 492,630 US$ 308,351 W 360,030
JPY B7661 12,247 JPY 487,676 6,158
EUR 24,844 37,604 EUR 2,111 15,254
Others 147 Others 10,406
Other accounts payable US$s 34,765 39,504 US$ 28,011 32,706
JPY 83,602 1,169 JPY 2,287 29
EUR 1,357 2054 EUR 1,036 1,735
Others : 200 Others 330
Borrowings US$ 363,459 411,417 US$ 393,053 454 949
Others - Others 191
W 997,082 W __ 881,788
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16. Related party disclosures

The subsidiaries of the Company are as follows:

Subsidiary
LG Inti {(America),Inc.
LG Intl {Japan)
LG Intl (HK) Ltd.
LG Intl (S'pore) Pte. Ltd.
LG Intl {Deutschiand) GmbH
LG Inti (China) Limited
LG Intt (Aust) Pty. Ltd.
LG Properties (S'pore) Pte. Ltd.
Philco Resources Ltd.
Korea Commercial Vehicle Co., Ltd.
PT. Tutui Batubara Utama
Resource Investment (H.K) Lid.
Pixdix
Indonesia Renewable Resources
KOMAH STEEL
PT. Batubara Globa! Energy(BGE)
LG TIMOR SEA.,Ltd.

Compensation for key management personnel for the years ended December 31, 2010 and 2009 are as
follows {Korean won in millions):

2010 2000
Short-term salaries : W 8,566 W 7.522
Long-term salaries 5,547 5,600
Severance and retirement benefits 5123 1,844
W 19,236 W 14,768

Key management personne! include registered directors and executive officers who have the authority
and responsibilities for planning, operation and control of the business of the Company.

Significant transactions with related parties for the years ended December 31, 2010 and 2009 are as
follows {Korean won in millions):

2010 2008
Sales Purchases Sales Purchases
LG Int'| (America),Inc. W 337,778 W 25761 W 212,319 W 17,390
LG Int'l (Japan) 132,181 39,730 51,748 20,560
LG Int'l (HK) Limited 178,483 354,253 135,502 305,656
LG Int'l (S'pore) Pte. Ltd. 220,083 139,677 68,304 143,942
LG Int'l (Deutschland) GmbH 584,353 4,801 289,490 12,758
LG Intl (China) Limited 103 - 10,394 133
LG Int'l (Aust) Pty. Ltd. 2,184 - 97 -
Philco Resources. Ltd. 1,865 . - -
PT. Tutui Batubara Utama 688 - 39 -
Pixdix 33 5 249 5

30



pUBLIC
. FILE
LG InternationaiCotp. A
Notes to financial statements ~ |esmemms
December 31, 2010 and 2009
16. Related party disclosures (cont'd)
2010 2009
Sales Purchages Sales Purchases
Korea Commaercial Vehicle
Co., Ltd. 21,363 - 13,182 26
PT. Batubara Global Energy
(BGE) 1,216 162,211 8 16,849
PT .Indonesia Renewable
Resources 133 - .- -
LG TIMOR SEA. Ltd 245 - - 1
LG International Yakuisk.,Ltd 304 - - 2
Twin wine inc. 218 - 204 -
ADAOQIILLP 132 5 - -
De Zwarte Ponk B.V. 767 - - -
EPC Munai 86 57 463 153
Erel. Ltd - - - 15
Foscc BV 371 - - -
GS-Haipong 64 - - -
Kemhem B.V 1,336 - - -
KUMAH Steel 4,945 19,457 - -
LG BOHAI 133,274 - 101,852 5,051
LG Inti(U.K)., Ltd. - - 555 3
OPP 4,863 131,011 5,694 136,833
POS-IPC PVT. LTD 37,425 “ 23,744 -
PT. Green global lestari 1,331 - - -
Galaz & Company LLP 461 - - -
Tianjin LG DAGU Chem. Co.,
Ltd. 11,764 1,199 19,184 2,256
Other related parties 708,246 913,638 479,844 561,778

W 2,387,581 W 1,781,906 W 1412980 W 1312411

OQutstanding balances with related parties as of December 31, 2010 and 2009 are as follows {Korean won

in millions):
2010 2008
Receivables Payabies Receivables Payables

LG Int'l {America),Inc. W 13,978 W 2572 W 21405 W 3,808
LG Inti (Japan) 10,221 6,021 7.214 3684
LG Int'l (HK) Lid. 9,014 61,054 7.808 10,007
LG Int'l {(S'pore) Pte. Ltd. 40,114 17,487 8,347 18,875
LG Int" (Deutschland) GmbH 49,073 562 56,983 2,197
LG Intl (China) Limited 89 " 34 -
LG Int| {Aust) Pty. Ltd. 27,643 1 25,984 15
Philco Resources Limited 39,302 - 36,030 -
PT. Tutui Batubara Utama 11,066 - 10,190 -
Korea Commercial Vehicle

Ce., Ld. ‘ 28,237 - 60,028 -
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16. Related party disciosures {cont'd)

2010 2008
_ Receivables Payables Recsivables _ Payables

PT. Batubara Global Energy

(BGE) 10,310 17,663 19,425 14,632
PT .Indonesia Renewable

Resources 7,779 5 - -
LG TIMOR SEA. Ltd 22,119 48 18,149 -
LG international Yakutsk. Lid 6,760 - 1,853 -
Twin wine Inc. - - 17 -
ADAQIil LLP 39 3 - -
De Zwarte Ponk B.V. 38,444 - 32272 -
EPC Muna 12 - - 21
Erel., Lt - - - -
Fosco B.V 23,317 - 19,020 -
(GS-Haipong 1,672 - 2,294 -
Kernhem B.V 54,783 - 48,426 -
KUMAH Stee! 402 1,961 - -
LG BOHAI - - - 8
LG Int)(U.K)., Ltd. - . - 12
OPP 4,972 6,203 40,132 16,856
POS-IFC PVT. LTD 278 - 47 -
PT. Green global lestari 32,880 - - -
Galaz & Company LLP 461 - - -
Tianjin LG DAGU Chem. Co,

Ltd - - - 137
Other related parties 71,388 110,859 103,548 70,120

W 504,213 W 224539 W 517,006 W 140460

17. Capital stock

There is no change in capital stock of the Company during the years ended December 31, 2008 and 2009.
Details of capital stock of the Company as of December 31, 2010 and 2009 are as follows:

Number of shares authorized
Par value per share

: 80,000,000 shares
© W5,000

Number of commen shares issued : 38,760,000 shares in 2010 and 2009
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18. Capital surplus and capital adjustments

Capital surplus of the Company as of December 31, 2010 and 2009 are as follows (Korean won in
millions):

2010 2009
Additional paid-in capital w 47,106 W 47,108
Revaluation surplus 30,178 39,178
Other capital surplus 17,732 17,732
W 104,016 W 104,016

Asset reyaluation surojus

In conformity with the Asset Revaluation Law, the Company revalued a substantial portion of its property,
plant and equipment on July 1, 1998, based primarily on current replacement costs. The revaluation
increments amounting to W87,151 million, net of revaluation taxes and foreign currency transiation
adjustments carried over from the previous year, were credited to asset revaluation surplus.

19, Retal mings
Retained earmnings of the Company as of December 31, 2010 and 2009 are as follows (Kcrean won in
millions);
2010 2009
Appropriatad:
Legal reserve W 24895 W 24,122
Business rationalization reserve 1,511 1,51
Financial structure improvement reserve 13,683 13,693
40,089 39,326
Unappropriated 561,431 297,745
W 601,530 W 337,071
| reserve

In accordance with the Korean Commercial Code, an amount equal to at least 10% of cash dividends is
required to be appropriated as a legal reserve until the reserve equals 50% of paid-in capital. The legal
reserve may not be utilized for cash dividends but may only be used to offset a deficit, if any, or be
transferred to capital.

Capital adjustments of the Company as of December 31, 2010 and 2009 are as follows (Korean won in
millions):

2010 2009
Treasury stock w (968) W (968)

Treasury stock

As of December 31, 2010, the Company has 100,751 shares of common stock in the amount of W68
million with a par value of W504 million, which were repurchased by the Company to stabilize its stock
price in the market. The Company sold a portion of its treasury shares and recorded a gain on disposal of
treasury stock, net of the income tax effects, amounting to W17,732 million as of December 31, 2010, as
other capital surplus within equity.
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20. Sales and cost of sales

The sales and cost of sales for the years ended December 31, 2010 and 2008 are made up of the
following (Korean won in millions):

2010 2009
Sales Cost of sales Sales Cost of sales
Export of merchandise W 5146,729 W 4917219 W 3519533 W 3,219,264
Sales of merchandise 779,552 733,847 689,739 661,553
Commission received 143,614 - 106,803 -

W 6,060,805 W 58510886 W 4,318,075 W 3,880817

21. Selling and administrative expenses

Details of seliing and administrative expenses for the years ended December 31, 2010 and 2009 are as
follows {Korean won in millions):

2010 2008
Salaries | W 52722 W 51,413
Provision for severance and retirement benefits 5,457 5,378
Employee benefits 7,402 7.510
Travel expenses 5,687 4,289
Communication expenses 1,420 1272
Utitity expenses ‘ 594 93
Taxes and dues 1,257 3,710
Rental expenses 2,890 2,555
Depreciation of property, plant and equipment 3,808 6,016
Repairs expanses 648 612
Insurance 5,494 3,062
Entertainment expenses 2,790 2,124
Advertising and marketing expenses 9,445 8,733
Custody charges ' 1,231 813
Samples expenses 143 126
Packaging cost 20 6
Transportation expenses 93,107 81,297
Commission 29,446 34,636
Sales commigsions 44,151 32,820
Supplies expenses 210 191
Publication expenses 270 1,133
Vehicles maintenance expenses 622 534
Loading and unloading expenses 3,591 1,812
Training expenses 2473 1,888
Conference expenses 84 58
Customs clearance expenses 247 278
Amortization of intangible assets 2,774 3,160
Expenses for overseas branch office | 18,016 17,938
Bad debt expenses 255 560

W 296154 W 273,715
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22. Income taxes

The major components of provision for income taxes for the years ended December 31, 2010 and 2009
are as follows (Korean won in millions).

2010 2000
Current income taxes W 28830 W 23279
Deferred income taxes arising from
Tax effect of temporary differences 31,627 (2,363)
Deferred income taxes recognized directly to equity 292 270
Provision for income taxes W 58748 W 21186

A reconcilistion of provision for income taxes applicable to income before income taxes at the Korea
statutory tax rate to provision for income taxes at the effective income tax rate of the Company is as
follows (Korean won in millions):

2010 2009

Income before income taxes W 346,627 W 125,480
Tax at the statutory income tax rate of

11%/24.2%(2009: 12.1% / 24.2%) W 83,857 w 30,342
Adjustments: &
Permanent differences (7,700) 376
Deferred tax assets not recognized {7,392) 474
Deferrad income taxes recognized directly to equity 292 (1,690)
Tax deductions (26,243) (21,915)
Others 14,935 13,599

Provision for income taxes at the effective income
tax rate of 16.95% (2009: 16.88%) W 58,748 i 21,186

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabiiities for financial reporting purposes and the amounts used for corporate income tax
reporting purposes. Significant changes in cumulative temporary differences and deferred income tax
assets and llabilities for the years ended December 31, 2010 and 2009 are as follows {Korean won in
millions):

2010
, Deferred income taxes
As of Jan. Net As of Dec.
1,2010"" _changes 31,2010 Current  Non-current
Deductible temporary
differences:
Allowance for doubtful
Accounts W 131,151 W10,630 W141,781 W 34311 W -
Losses on valuation of
inventories 122 505 627 152 -
Impairment losses on
available-for-sale securities 22,717 586 23,303 - 5,127
Stock dividends 12,999 - 12,999 - 2,860
Equity method 92,451 24,046 116,497 - -
Others 56,866 (12,800} 44,0668 2,314 7,580

318,306 22,967 339,273 36,777 15,577
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22, Income taxes nt'd

2010

Deferred income taxes

As of Jan. Net As of Dec.
1,2010""  changes 31, 2010 Current  Non-current

Taxable temporary differences:
Gain on valuation of
available-for-sale securities
and changes in equity arising

from equity method '

investments (71,037) n (70,726) - {13,162)
Equity method (110,100}  (191,068) (301,168) - (29,126)
Accrued income (1,368) 55 (1,313) (318) -
Others (64,633) 236  (64,397) (1,801)  (12,530)

(247,138) _ (190,468) _ (437,804) (2,119) (54,818)

Deferred income taxes
recognized:
Deferred income tax assets, net W 27,060 W 7,508 W 34,858 W 34658 W -

Deferred income tax liabilities,

net - W (39,241) W (39,241) W - W (39,241)
2009
Deferred income taxes
As of Jan. Net As of Dec.
1,2009"" changes 31,2009 _ Current _ Non-current
Deductible temporary
differences:
Allowance for doubtful
accounts W 141,270 W 19,880 W 131,151 W 31739 W .
Losses on valuation of
inventories 4,390 (4,267) 122 29 -
Impaimment losses on
available-for-sale securities 26,641 (3,924) 22,717 - 4,998
Stock dividends 12,989 - 12,999 - 2,860
Equity method 57 537 34914 92,451 - -
Others 193,082  (136,228) 66,854 9,377 3,983
405,919 (89,625) 316,294 41,145 11,841
Taxable temporary differences:
Gain on valuation of
available-for-sale securities
and changes in aquity arising
from equity method
investments (88,182) 17 145 (71,037) - (13,453)
Equity method (65,991)  (44,109)  (110,100) - 449
Accrued income (2,256) 888 (1,368) {331) (331)
Others (189,2368) 124 603 (64,633) (2,809) (9,682)

{345,665) 98,528 (247,138) (3,240) {22 686)

Deferred income taxes
recognized: :
Deferred income tax assets, net W 24,697 W 13,208 W 37,905 W 37,905 W -

Deferred income tax liabilities,
net W - W (10,845) W (10,845) W - W (10,845)
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22. In taxes (cont'd
(*1) Beginning balance includes the amount of changes in tax filing.

(*2) The Company did not recognize deferred income tax assets in relation to temporary differences
(W8,601 million) related to revaluation surplus on land, as it is not probable that the Company wilt be able
to realize the deferred income tax assets in future period.

Details of deferred income taxes charged directly to equity for the year ended December 31, 2010 and
2009 are as follows (Korean won in miflions):

2010
Temporary Deferred income
difference tax liabilities
Gain on valuation of available-for-sale securities W (2,029) W (446)
Changes in equity arising from equity method investments (73,880) (12,715)
W (75,909) W (13,161)
' 2008
Temporary Deferred income
difference tax liabilities
Gain on valuation of available-for-sale securities w (2,356) W {570)
Changes in equity arising from equity method investments (68,881) {12,883)

W (71,037) W (13,453)

23. Per sharg amounts

The Company's per share amounts for the years ended December 31, 2010 and 2009 are computed as
follows (Korean won).

2010 2009
Net income W 287,878,715858 W 104,284 128,543
Weighted-average number of shares of common
stock outstanding 38,859,249 38,659,249
Basic earnings per share w 7447 W 2,698

There are no potential dilutive securities as of December 31, 2010 and 2009.

24. Dividends
Detalls of dividends declared for the years ended December 31, 2010 and 2009 are as follows:
2010 ' 2009
Number of share (A) 38,650,249 38,659,249
Dividend per share (B) W 350 W 200
Dividends (A x B) W 13,530,737,150 W 7.731,849,800

The dividend payout ratio for the years ended December 31, 2010 and 2009 are as follows:

2010 2009
Dividends (A} W 13,530,737,150 W 7,731,849,800
Net income (B) 287,878,715,858 104,294,128,543
Dividend payout ratic (A/B) 4.70% 7.41%
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24. Dividen nt’

The dividend yield ratio for the years ended December 31, 2010 and 2008 are as follows:

2010 2009
Dividend per share (A} w 350 W 200
Market value per share at reporting date (B) 38,850 30,250
Dividend yield ratio (A/B) ' 0.91% 0.66%

258. Comm and contingen

26.

(a) As of December 31, 2010, the Company is contingently liable for outstanding guarantees issued on
behalf of certain foreign affiliated companies amounting to W405,163million (US$355,749thousand). In
addition, outstanding guarantees provided by financial institutions for the Company’s obligations as of
December 31, 2010 amounted to ¥130,346million. In connection with opening of import letters of credit,
the Company has also been provided with payment guarantees from several financial institutions.

{b) The Company has provided customers, creditors and guarantors with 7 checks and 45 notes as
collateral for the Company's guarantees and loans as of December 31, 2010.

(c) As of December 31, 2010, the Company is contingently liable for trade accounts receivable sold under
factoring arrangements with financial institutions but not yet matured amounting to W612,849 million,
including letters of credit. 7

(d) As of December 31, 2010, the Company has several pending lawsuits with total claims against the
Company amounting to approximately W110 million. The outcomes of the pending lawsuits cannot
presently be determined.

{e) As of December 31, 2010, the Company has a license agreement with LG Corp. for the brand "LG".

(f) The Company and newly incorporated entity, LG Fashion Corporation, are jointly and severally liable
for the obligations of the Company existing before the spin-off.

D ve financial ingtrume

The balances of unsettled derivative financial instruments of the Company as of December 31, 2010 and
2008 are presented as follows (Korean won in millions):

2010 2009
Gainon- Loss on Gain on Loss on
valuation valuation valuation valuation
Currency forward contracts W 36 W 1,208 W 1,131 W 699
Commaodity futures 10,146 3,608 5,386 4,158

w 10,642 W 4,906 W 6,517 W 4,857
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ive finan in ments {cont'd

The outstanding commodity futures as of December 31, 2010 are as follows:

Quantity Contract Gain on l.oss on

Position {ton) price’™ valuation valuation
Aluminum futures Buy 5,100 12,051 559 -
Sell 2,225 5,229 - 278
Copper futures Buy 4,000 30,369 9,258 -
Sell 2,500 22,988 a7 1,322
Tin futures Buy 190 4,955 177 61
Sell 705 18,126 54 965
Concentrate Buy - - - -
Sell 1,750 15,845 - 982

16,470 US$109,562 W 10,146 hid 3,608

(*1) US doliars in thousands

Commitments to sell or buy merchandise and the related commedity futures are both measured at fair
value and are recorded as derivative assets and liabilities amounting to W2,626 million and W10,148
million, respectively, as of December 31, 2010. Resulting gains and losses were recognized in current

operations.
As of December 31, 2010, future contracts which are indexed to the average price of specific month are
as follows:
Position Contract amount (ton)
Copper futures Buy 1,900
Sell 3,050

As of December 31, 2010, in order to hedge against the fluctuations in foreign exchange rates, the
Company has entered into the following currency forward contracts (Korean won in millions and foreign
currencies in thousands).

Paosition Notional amount Gain on valuation Loss on valvation
Uss$ Selt uss 8983 W 174 W -
uss Buy uss 173,969 €5 912
AUD Sell GBP 24,500 69 -
EUR Seli AUD 14,971 24 64
EUR Buy EUR 13,148 64 322
W 306 W 1,298
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27. Comprehensive income

The details of comprehensive income for the years ended December 31, 2010 and 2009 are as follows
{Korean won in millions):

2010 2009

Net income W 287,878 W 104,294
Other comprehensive income (loss):

Gain (loss) on valuation of available-for-sale securities

(Tax effect; current year W124, prior year ¥(185)) (203) 348

Changes in equity arising from equity method investments

(Tax effect; current year ¥ 168, prior year ¥w435) 5367 (13,686)
Comprehensive income W 293043 w 87418

28. Supplemen h flow info n

Significant transactions not involving cash flows for the years ended December 31, 2010 and 2009 are as
follows (Korean won in millions):

2010 2008

Transfer of current portion of bonds w - W 40,000
Transfer of current portion of long-term loans 108,409 149,928
Reclassification of construction in-progress to buildings 628 -
Reclassification of construction in-progress to structures 235 -
Reclassification of construction in-progress to machinery 8,313 1,490
Reclassification of construction in-progress to other

intengible assets 2,240 -
Bad debt allowance for long-term loan receivables resulting

from equity loss In equity method investment in excess of

carrying value 6.940 7,255
Transfer of equity-method investments of long-term

Investment Securities 5,325 -

29. Value added information

The accounts and amounts which are required to be disclosed in connection with the calculation of the
value added of the Company's operations for the years ended December 31, 2010 and 2009 are as
follows {Korean won in millions):

2010 2009

Salarias W 62,722 W 51,413
Severance and retirement benefits 5,457 5,378
Employee bensfits 7,403 7,510
Rental expenses 2,890 2,555
Depreciation 3,808 6,016
Taxes and dues 1,257 3,710

W 73537 W 76,582
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30. Segment information

The Company has three reportable business segments - resources/material, industrial goods, distribution
- with each segment representing a strategic business unit that offers different products and serves

differant markets.

The following table presents the financial information of the Company by business segments for the years

ended December 31, 2010 and 2009 (Korean won in millions).

2010
Resources/material Industrial goods _ Distribution Total
Sales W 1,455 960 W 4590,036 W 23,800 W 8,089,895
Cost of sales 1,266,390 4,364,537 20,139 5,651,066
Seiiing and
administrative expenses 107,051 185,381 3,722 298,154
Operating income (loss) W 82519 W 40,118 W 38 W 122875
2009
Resources/material [ndustrial goods _ Distribution Total
Sales W 1,231,708 W 3,088,030 W 16,337 W 4316,075
Cost of sales 1,041,059 1,826,774 12,084 3,880,817
Seliing and '
administrative expenses 74,449 190,767 8,509 273,715
Operating income (loss) W 115300 W 1,050,499 W (4,256) W 1,161,643

The following table presents sales of the Company by geographical segments for the years ended

December 31, 2010 and 2009 (Korean won in milllons).

Fiscal year Korea America Europe Asia Others Total
2010 W1,320,075 W416,464 766,083 W2,976,082 W582,191 W6,060,885
2009 W1,019.408 W285,140 W503,545 W2011,338 W406643 W4,316,076
31. Operatin of t ri riod

Summary of operating resuits for the three months ended December 31, 2010 and 2008 are as follows

{Korean won in millions except per share amounts):

Unaudited
Three months ended December 31,
2010 2009
Sales W 1,517,388 W 1,214,700
Cost of sales 1,431,209 1,114,566
Gross profit 86,180 100,134
Operating income 15,497 25,067
Net income 4,825 21,246
Basic earnings per share ( Korean won) W 126 W 550
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32. Approval of financlai statements

The financial statements of the Company for the year ended December 31, 2010 are scheduled to be
approved by the Board of Directors on February 17, 2011.

33. Adoption of K-IF

As all listed companies are required to adopt Korea International Financial Reporting Standards (“K-IFRS")
from the fiscal year 2011, the Company is In the process of preparation for the implementation of K-IFRS
as of the reporting date.

The Company operates a separate team for the purpose of preparation of K-IFRS adoption. The team
periodically reports its result of progress to the management. The team has completed the analysis of the
differences between K-IFRS and K-GAAP and prepared its plan for solution development and
implementation. Based on the resuits of analysis of accounting differences and elective accounting
treatments identified, the Company is currently preparing its monthly financial statements in accordance
with K-IFRS to analyze the impact of such elective accounting treatments and to determine its choice of
K-IFRS accounting policies to be finally adopted.
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