DOOSAN BOBCAT INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015 (In U.S. dollars)

1. ORGANIZATION AND DESCRIPTION OF THE BUSINESS:

(1) Parent company

Doosan Bobcat Inc. (formerly, Doosan Infracore Bobcat Holdings Co., Ltd.) (“DBI” or the
“Parent”), together with its subsidiaries (collectively, the “Company”), is a leading construction
equipment (“CE”) manufacturer and distributor, with a global business network in North
America, Australia, Europe, Asia, Latin America, the Middle East and Africa.

The Company was incorporated in the Republic of Korea on April 25, 2014, as a wholly owned
subsidiary of Doosan Infracore Co. Ltd. (“DI”), with 88.4% and 78.3% controlling equity
interests of Doosan Infracore International, Inc. (“DII”), whose primary operation is in North
America, and Doosan Holdings Europe Ltd. (“DHEL™), whose primary operation is in Europe,
respectively. Prior to the incorporation of the Company, the controlling interests of DIl and
DHEL were directly owned by DI. All non-controlling interests of DIl and DHEL were owned
by Doosan Engine Co., Ltd. (“DE”). On June 7, 2016, the Company acquired all non-
controlling interests of DIl and DHEL from DE in order to improve the corporate governance.

On April 1, 2015, the Company acquired certain CE and portable power businesses in Asia and
Latin America from DI for $118,684 thousand and sold certain assets and liabilities for heavy
equipment business in Asia to DI for $12,545 thousand. The Company placed most of acquired
businesses under Doosan International South East Asia Pte. Ltd. (“DISEA”), a direct subsidiary
of the Company. On June 30, 2016, DIl was merged into Clark Equipment Company ("CEC"),
and CEC took the role of holdings of subsidiaries whose primary operation is in North America
from DII. As a result, as of December 31, 2016, the Company owned all equity interests of
CEC, DHEL and DISEA. On November 18, 2016, the Company was newly listed on the
securities market established by the Korea Stock Exchange.

As of December 31, 2016, Company shareholders’ respective percentage of ownership is as

follows:

Name of shareholder Number of shares owned Percentages of ownership (%)
DI 59,476,250 59.33%
DE (*) 10,578,070 10.55%
Others 30,194,846 30.12%

100,249,166 100.00%

(*) In 2016, DE became the Company's shareholder due to the issuance of the Company's
shares in exchange for shares of DIl and DHEL owned by DE.



(2) Consolidated subsidiaries

1) DBI’s consolidated subsidiaries as of December 31, 2016 and 2015, are as follows:

Ownership (%)

December ~ December Financial
Subsidiaries Type of business Location 31, 2016 31, 2015 closing date
CEC (*1) Manufacturing and sales USA 100.00 88.41 December 31
CEC'’s subsidiaries:
Bobcat Equipment Ltd. Sales Canada 100.00 100.00 December 31
Doosan International
Australia Pty Ltd. Sales Australia 100.00 100.00 December 31
DHEL: Holdings Ireland 100.00 78.27 December 31
DHEL’s subsidiaries
Doosan Holdings International Ltd.(*2) Holdings Ireland - 100.00 December 31
Doosan Infracore Europe S.A. Sales Belgium 100.00 100.00 December 31
Bobcat Bensheim GmbH Sales Germany 100.00 100.00 December 31
Doosan Holdings France S.A.S. Holdings France 100.00 100.00 December 31
Doosan Techno Holding Co., Ltd.

(Ireland) Management Ireland 100.00 100.00 December 31
Doosan Benelux SA Sales Belgium 100.00 100.00 December 31
Doosan International Italia S.r.L. Sales Italy 100.00 100.00 December 31
CJSC Doosan International Russia Sales Russia 100.00 100.00 December 31
Doosan International UK Ltd. Sales England 100.00 100.00 December 31
Doosan Infracore Portable Power

(Shanghai) Co., Ltd. (*3) Sales China - 100.00 December 31
Doosan International China Co., Ltd.

(*3) Sales China - 100.00 December 31
Doosan International Manufacturing

China Co., Ltd. (*4) Sales China - 100.00 December 31
Doosan International South Africa Ltd. Sales South Africa 100.00 100.00 December 31
Doosan Bobcat EMEA s.r.0. (*5) Manufacturing and sales Czech 100.00 100.00 December 31
Doosan Bobcat Engineering s.r.o. Research and development Czech 100.00 100.00 December 31
Doosan Trading Ltd. Shared service Ireland 100.00 100.00 December 31
Bobcat Lyon SAS Sales France 100.00 100.00 December 31
Bobcat France S.A. Manufacturing France 100.00 100.00 December 31
Geith International Ltd. Sales Ireland 100.00 100.00 December 31
Doosan International Luxemburg Management Luxemburg 100.00 100.00 December 31

DISEA: Holdings Singapore 100.00 100.00 December 31
DISEA’s subsidiaries
Doosan Infracore Bobcat Korea

Co., Ltd. Sales Korea 100.00 100.00 December 31
Doosan Bobcat Chile Compact SpA Sales Chile 100.00 100.00 December 31
Doosan Infracore Suzhou Co., Ltd. Manufacturing and sales China 100.00 100.00 December 31
Doosan Infracore India Private Ltd. Manufacturing and sales India 100.00 100.00 March 31
Bobcat Corp. Sales Japan 100.00 100.00 December 31
Doosan International Mexico

S.A.deC.V. Other service Mexico 100.00 100.00 December 31

(*1) For the year ended December 31, 2016, DIl was merged into CEC, and CEC took the

role of holdings from DII.



(*2) For the year ended December 31, 2016, Doosan Holdings International Ltd. was merged
into DHEL.

(*3) For the year ended December 31, 2016, Doosan Infracore Portable Power (Shanghai) Co.,
Ltd. and Doosan International China Co., Ltd. were merged into Doosan Infracore
Suzhou Co., Ltd.

(*4) For the year ended December 31, 2016, Doosan International Manufacturing China Co.,
Ltd. was liquidated.

(*5) For the year ended December 31, 2016, its name was changed from Doosan Bobcat
Manufacturing s.r.o to Doosan Bobcat EMEA s.r.0.

2) As of December 31, 2016, condensed financial information of significant consolidated
subsidiaries is as follows (in thousands of U.S. dollars):

As of December 31, 2016

Total
Net income  comprehensive
Subsidiaries Assets Liabilities Sales (loss) income (loss)

CEC $5,791,735 $3,102,163 $2,401,467 $178,909 $170,511
Bobcat Equipment Ltd. 86,999 39,468 151,753 461 1,381
DHEL 3,741,671 1,657,781 - 52,644 49,752
Doosan Infracore Europe S.A. 39,766 15,461 76,915 (6,885) (7,815)
Bobcat Bensheim GmbH 124,297 50,252 108,923 (674) (3,930)
Doosan Holdings France S.A.S. 61,560 54,985 - (4,969) (3,614)
Doosan Techno Holding Co., Ltd. (Ireland) 560,725 397,209 - (1,010) (7,810)
Doosan Benelux SA 519,202 325,998 950,400 211,411 199,614
Doosan Bobcat EMEA s.r.0. 604,687 504,731 211,140 46,762 42,977
Doosan Trading Ltd. 230,980 2,805 - 859 (8,658)
Bobcat Lyon SAS 11,094 8,491 45,270 272 177
Bobcat France S.A. 36,152 14,920 80,375 2,286 1,339
Doosan International Luxemburg 667,116 537,672 39,589 3,924 (1,516)
DISEA 120,389 24,625 - 1,099 1,099
Doosan Infracore Bobcat Korea Co., Ltd. 72,072 66,218 103,113 (436) (529)
Doosan Infracore Suzhou Co., Ltd. 76,995 51,374 27,606 (2,062) 9,147
Doosan Infracore India Private Ltd. 49,436 20,863 50,815 3,918 3,315



3) As of December 31, 2016 and 2015, non-controlling interests in subsidiaries having a
material impact on DBI are as follows (in thousands of U.S. dollars):

As of December 31, 2016

Net income allocated

to non-controlling

Dividends allocated

Non-controlling to non-controlling

Subsidiaries interests interests interests
CEC and subsidiaries $8,960 $- $-
DHEL and subsidiaries $869 $- $-

As of December 31, 2015

Net income (loss)

allocated to non-

Dividends allocated

Non-controlling to non-controlling

Subsidiaries controlling interests interests interests
DIl and subsidiaries $23,511 $283,900 $-
DHEL and subsidiaries $(13,519) $42,624 $-

(3) Changes in the scope of consolidation

Changes in the scope of consolidation for the year ended December 31, 2016, are as follows:

Subsidiary Change Description
DIl Excluded Merged with other subsidiary
Doosan Holdings International Ltd. Excluded Merged with other subsidiary
Doosan Infracore Portable Power (Shanghai) Co., Ltd. Excluded Merged with other subsidiary
Doosan International China Co., Ltd. Excluded Merged with other subsidiary
Doosan International Manufacturing China Co., Ltd. Excluded Liquidation

Changes in the scope of consolidation for the year ended December 31, 2015, are as follows:

Subsidiary Change Description

Doosan Infracore Bobcat Korea Co., Ltd. Included Newly established
Doosan Bobcat Chile Compact SpA Included Newly established
Doosan Infracore Suzhou Co., Ltd. Included  Acquired under common control
Doosan Infracore India Private Ltd. Included  Acquired under common control
Bobcat Corp. Included  Acquired under common control
Doosan International Mexico S.A. de C.V. Included  Acquired under common control
Montabert Excluded Disposal
Doosan International Portable Power of Netherlands

BV Excluded Disposal



2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Company maintains its official accounting records in U.S. dollars and prepares consolidated
financial statements in conformity with Korean International Financial Reporting Standards (“K-
IFRSs”).

(1) Basis of preparation

The significant accounting policies under K-IFRS followed by the Company in the preparation
of its consolidated financial statements are summarized below, and these accounting policies
have been applied consistently to the consolidated financial statements for the current period.

1) Amendments to K-IFRSs and new interpretations that are mandatorily effective for the
current year

In the current year, the Company has applied a number of amendments to K-IFRSs, and new
interpretations were issued that are mandatorily effective for accounting periods beginning
on or after January 1, 2016.

Amendments to K-IFRS 1001 — Presentation of Financial Statements

The amendments to K-IFRS 1001 clarify the concept of applying materiality in practice and
restrict an entity reducing the understandability of its financial statements by obscuring
material information with immaterial information or by aggregating material items that have
different natures or functions. The amendments also require separate disclosure of the
share of other comprehensive income of associates and joint ventures accounted for using
that equity method that will or will not be reclassified subsequently to profit or loss. The
application of these amendments has no significant impact on the disclosure in the
Company’s consolidated financial statements.

Amendments to K-IFRS 1016 — Property, Plant and Equipment

The amendments to K-IFRS 1016 prohibit the Company from using a revenue-based
depreciation method for items of property, plant and equipment. The application of these
amendments has no significant impact on the disclosure in the Company’s consolidated
financial statements.

Amendments to K-IFRS 1038 — Intangible Assets

The amendments to K-IFRS 1038 do not allow the presumption that revenue is an
appropriate basis for the amortization of intangible assets; the presumption can
only be limited when an intangible asset is expressed as a measure of revenue or when it
can be demonstrated that revenue and consumption of the economic benefits of the
intangible asset are highly correlated. The application of these amendments has no
significant impact on the disclosure in the Company’s consolidated financial statements.



2)

Amendments to K-IFRS 1110 — Consolidated Financial Statements, K-IFRS 1112 —
Disclosure of Interests in Other Entities and K-IFRS 1028 — Investment in Associates

The amendments clarify that in applying the equity method of accounting to an associate
or a joint venture that is an investment entity, an investor may retain the fair value
measurements that the associate or the joint venture used for its subsidiaries. The application
of these amendments has no significant impact on the disclosure in the Company’s
consolidated financial statements.

Amendments to K-IFRS 1111 — Accounting for Acquisitions of Interests in Joint Operations

The amendments to K-IFRS 1111 provide guidance on how to account for the acquisition of
a joint operation that constitutes a business as defined in K-IFRS 1103 Business
Combinations. A joint operator is also required to disclose the relevant information required
by K-IFRS 1103 and other standards for business combinations. The application of these
amendments has no significant impact on the disclosure in the Company’s consolidated
financial statements.

Annual Improvements to K-IFRS 2012-2014 Cycle

The annual improvements include amendments to a number of K-IFRSs. The amendments
introduce specific guidance in K-IFRS 1105 Non-current Assets Held for Sale and
Discontinued Operations when an entity reclassifies an asset (or disposal group) from held
for sale to held for distribution to owners (or vice versa); such a change is considered as a
continuation of the original plan of disposal, and not as a change to a plan of sale. Other
amendments in the annual improvements include K-IFRS 1107 Financial Instruments:
Disclosures, K-IFRS 1019 Employee Benefits, and K-IFRS 1034 Interim Financial
Reporting. The application of these amendments has no significant impact on the disclosure
in the Company’s consolidated financial statements.

New and revised K-IFRSs in issue, but not yet effective

The Company has not applied the following new and revised standards and interpretations
that have been issued, but are not yet effective:

Amendments to K-IFRS 1109 - Financial Instruments

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,
impairment methodology based on the expected credit losses, broadened types of
instruments that qualify as hedging instruments, the types of risk components of non-
financial items that are eligible for hedge accounting and change in the hedge effectiveness
test. The amendments are effective for annual periods beginning on or after January 1, 2018

Based on an analysis of the Company’s financial instruments as of December 31, 2016, on
the basis of the facts and circumstances that exist at that date, the Company has performed a
preliminary assessment of the impact of the K-IFRS 1109 on the Company’s consolidated
financial statements as follows:



1. Classification and measurement of financial assets

With respect to the classification and measurement, K-IFRS 1109 requires more strict
criteria, compared to K-IFRS 1039, for classifying as carried at amortized cost or fair value
through other comprehensive income financial assets. At the date of initial application of K-
IFRS 11009, as a result, the Company anticipates higher volatility in profit or loss due to the
classification of some financial assets to ‘financial assets at fair value through profit or loss
(“FVTPL”)” under K-IFRS 1109.

As of December 31, 2016, the Company’s financial assets consist mainly of loans and
receivables amounting to USD 346,401 thousand, financial assets at FVTPL amounting to
USD 1,476 thousand and available-for-sale (“AFS”) financial assets amounting to USD 83
thousand.

2. Classification and measurement of financial liabilities

As of December 31, 2016, all financial liabilities that are within the scope of K-IFRS 1109
are designated as amortized cost. According to the preliminary assessment of potential
impact of K-IFRS 1109, the Company does not anticipate that the application of the
classification and measurement under K-IFRS 1109 will not have a significant impact on
the Company’s consolidated financial statements.

3. Impairment: financial assets and contract assets

The new impairment requirements in K-IFRS 1109 are based on an impairment model and
replace the K-IFRS 1039 incurred loss model. The expected credit loss model applies to
debt instruments recorded at amortized cost or at fair value through other comprehensive
income, plus lease receivables, contract assets, loan commitment and financial guarantee
contracts. The amount of expected credit loss recognized as a loss allowance is updated at
each reporting date to reflect changes in credit risk since initial recognition.

As of December 31, 2016, the Company’s debt instruments recorded at amortized cost
amounting to USD 346,401 thousand and its allowance for credit loss amounting to USD
21,148 thousand are recorded.

The Company has measured a loss allowance for account receivables with significant
financial elements in the amount equivalent to the expected credit loss impairment and
performed a preliminary assessment of the impact by using a simple method where credit
risk is not counted if it is low as of the end of the reporting date. According to the
assessment, as of December 31, 2016, the Company's loss allowance has been expected to
increase by USD 519 thousand from USD 21,148 thousand to USD 21,667 thousand.

As facts and circumstances applied to the above assessment may change as more detailed
information is obtained by managements during the period leading up to the initial date of
application of the standard, which is expected to be January 1, 2018, the assessment of the
potential impact is subject to change.



Amendments to K-IFRS 1115 — Revenue from Contracts with Customers

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 amendments introduce a five-step approach to revenue recognition and
measurement: 1) ldentify 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. This standard will supersede K-IFRS 1011 -
Construction Contracts, K-IFRS 1018 - Revenue, K-IFRS 2113 - Customer Loyalty
Programmes, K-IFRS 2115 - Agreements for the Construction of Real Estate, K-IFRS 2118
- Transfers of Assets from Customers and K-IFRS 2031 - Revenue-Barter Transactions
Involving Advertising Services. The amendments are effective for annual periods beginning
on or after January 1, 2018.

Based on an analysis of the Company’s revenue from contracts with customers as of
December 31, 2016, on the basis of the facts and circumstances that exist at that date, the
Company has performed a preliminary assessment of the impact of the K-IFRS 1115 to the
Company’s consolidated financial statements as follows:

1. Sales-related warranties

As regard to the sales-related warranties, the Company is still in the process of allocating
transaction price to each remaining performance obligation in the sales-related warranty
contract, and it is not practicable to provide a reasonable financial estimate of the effect until
the Company’s management completes the detailed review. Meanwhile, As of December 31,
2016, the Company’s warranty provision for product quality amounting to USD 69,044
thousand is recorded.

As facts and circumstances applied to the above assessment may change as more detailed
information is obtained by managements during the period leading up to the initial date of
application of the standard, which is expected to be January 1, 2018, the assessment of the
potential impact is subject to change.

Amendments to K-IFRS 1102 - Share-based Payment

The amendments include: 1) when measuring the fair value of share-based payment, the
effects of vesting and non-vesting conditions on the measurement of cash-settled share-
based payment should be consistent with the measurement of equity-settled share-based
payment; 2) Share-based payment transaction in which the Company settles the share-based
payment arrangement net by withholding a specified portion of the equity instruments per
statutory tax withholding requirements would be classified as equity-settled in its entirety (it
otherwise would be classified as equity-settled without the net settlement feature); and 3)
when a cash-settled share-based payment changes to an equity-settled share-based payment
because of modifications of the terms and conditions, the original liability recognized is
derecognized and the equity-settled share-based payment is recognized at the modification
date fair value. Any difference between the carrying amount of the liability at the
modification date and the amount recognized in equity at the same date would be
recognized in profit and loss immediately. The amendments are effective for annual periods
beginning on or after January 1, 2018.
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Amendments to K-IFRS 1007 — Statement of Cash Flows

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

Amendments to K-IFRS 1012 — Income Taxes

The amendments clarify that unrealized losses on fixed-rate debt instruments measured at
fair value and measured at cost for tax purposes give rise to a deductible temporary
difference regardless of whether the holder expects to recover the carrying amount of the
debt instrument by sale or by use, and that the estimate of probable future taxable profit may
include the recovery of some of assets for more than their carrying amount. When the
Group assesses whether there will be sufficient taxable profit, the Group should compare
the deductible temporary differences with future taxable profit that excludes tax deductions
resulting from the reversal of those deductible temporary differences. The amendments are
effective for annual periods beginning on or after January 1, 2017.

(2) Consolidation

The consolidated financial statements incorporate the financial statements of the Parent and
entities controlled by the Parent (or its subsidiaries).

1) Subsidiaries

Subsidiaries generally include those companies over which the Company exercises control.
Control over an entity is presumed to exist when the Company owns, directly or indirectly
through subsidiaries, more than 50% of the voting rights of the entity, the Company has the
power to govern the operating and financial policies of the entity through agreement or the
Company has the power to appoint or remove the majority of the members of the board of
the entity. It is required to consider the existence and effect of potential voting rights
currently exercisable or convertible when assessing whether the Company has control over
another entity.

Subsidiaries are fully consolidated from the date when control is transferred to the
Company and deconsolidated from the date when control ceases to exist.

Acquisitions of businesses are accounted for using the acquisition method. The
consideration transferred in a business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of the assets transferred by the
Company, liabilities incurred by the Company to the former owners of the acquiree and the
equity interests issued by the Company in exchange for control of the acquiree. When the
consideration transferred by the Company in a business combination includes assets or
liabilities resulting from a contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value and included as part of the
consideration transferred in a business combination. Non-controlling interests that are
present ownership interests and entitle their holders to a proportionate share of the entity’s
net assets in the event of liquidation may be initially measured either at fair value or at the
non-controlling interests’ proportionate share of the recognized amounts of the acquiree’s
identifiable net assets.
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Goodwill is measured as the excess of the sum of a) the consideration transferred, b) the
amount of any non-controlling interests in the acquiree and c) the fair value of the
acquirer’s previously held equity interest in the acquiree (if any) over the net of the
acquisition-date amounts of the identifiable assets acquired and the liabilities assumed. If,
after reassessment, the net of the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of a) the consideration transferred, b) the
amount of any non-controlling interests in the acquiree and c) the fair value of the
acquirer’s previously held interest in the acquiree (if any), the excess is recognized
immediately in income or loss as a bargain purchase gain.

All intragroup transactions, balances, income and expenses are eliminated in full on
consolidation. When necessary, adjustments are made to the financial statements of
subsidiaries to make their accounting policies in line with those used by the Company.

Transactions with non-controlling interests are considered as those with owners of the
Company. The difference between the consideration for the acquisition of interests from
non-controlling interests and the proportionate share of carrying amount of subsidiary’s net
assets is accounted for as equity transactions. Changes in the Company’s ownership
interests in subsidiaries that do not result in the Company losing control over the
subsidiaries are accounted for as equity transactions. When the Company loses control of a
subsidiary, the income or loss on disposal is calculated as the difference between the
aggregate of the fair value of the consideration received and the fair value of any retained
interest and the previous carrying amount.

2) Investments in joint ventures and associates

An associate is an entity over which the Company has significant influence, and which is
neither a subsidiary nor an investment in a joint venture and the Company generally holds,
directly or indirectly through subsidiaries, more than 20 % of the voting power of the entity.
A joint venture is a contractual arrangement whereby the Company and other parties
undertake an economic activity that is subject to joint control. These investments are
initially recognized at cost and accounted for using the equity method.

The carrying amount of the investments contains goodwill arising from the acquisition and
IS presented at the amount, less accumulated impairment losses.

After acquisition, the Company’s share of the income or loss and other comprehensive
income of the associates and jointly controlled entities are recognized as income or loss and
other comprehensive income, and the Company’s share of the changes in retained earnings
of the associates and joint ventures are recognized as retained earnings. When the
Company’s share of losses of associates and joint ventures exceeds the Company’s interest
in those entities (which includes any long-term interests that, in substance, form part of the
Company’s net investment in the associate), the Company discontinues recognizing its
share of further losses. Additional losses are recognized only to the extent that the
Company has incurred legal or constructive obligations or made payments on behalf of the
associates and joint ventures.
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Unrealized gains from transactions between the Company and its associates and joint
ventures are eliminated up to the interests in those entities. Unrealized losses are also
eliminated, unless evidence of impairment in assets transferred is provided.

When necessary, the Company may revise associates’ and joint ventures’ financial
statements, to apply consistent accounting policies of the Company, prior to applying the
equity method of accounting for its investments in the associates and joint ventures.

For overseas investees whose financial statements are prepared in foreign currencies, the

equity method of accounting is applied after assets and liabilities are translated in

accordance with the accounting treatments for the translation of the financial statements of

overseas’ subsidiaries for the consolidated financial statements. The Company’s

proportionate share of the difference between assets, net of liabilities, and equity after

translating into Korean won is accounted for as “increase (decrease) in equity of associates”
and included in accumulated other comprehensive income (loss).

(3) Foreign currency translation
1) Functional currency and presentation currency

The Company’s consolidated financial statements are presented in the currency of the
primary economic environment in which the subsidiaries operate (their functional
currencies). The presentation currency for the consolidated financial statements of the
Company is the U.S. dollar.

2) Foreign currency transaction and translation of balance

Transactions in currencies other than the functional currency are recognized at the rates of
exchange prevailing at the dates of the transactions. Foreign currency gain (loss) from
settlements of foreign currency transactions or translation of monetary items denominated in
foreign currencies are recognized in income or loss, whereas the gain (loss) from qualified
cash flow hedge and net investment hedge for foreign operations is deferred as an equity
item.

3) Translation of foreign operations

For the purpose of presenting the consolidated financial statements, the assets and liabilities
of the Company’s foreign operations having functional currencies different from the
Company’s presentation currency are translated in presentation currency of the Company
using exchange rates prevailing at the end of the reporting period. Income and expense items
are translated at the average exchange rates for the period, unless exchange rates fluctuated
significantly during that period, in which case the exchange rates at the dates of the
transactions are used. Exchange differences arising, if any, are recognized in other
comprehensive income and accumulated in equity.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are
treated as assets and liabilities of the foreign operation and translated at the closing rate.
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(4) Cash and cash equivalents

Cash and cash equivalents include cash on hand; demand deposits; and short-term, highly liquid
investments with maturities (or date of redemption) of three months or less upon acquisition.
Bank overdraft is classified as short-term borrowings in the consolidated statements of financial
position.

(5) Financial assets
1) Classification of financial assets

Financial assets are classified into the following specified categories: ‘financial assets at
FVTPL’, ‘loans and receivables,” ‘AFS financial assets’ and ‘held-to-maturity investments.’
The classification depends on the nature and purpose of the financial assets, and is
determined at the time of initial recognition.

a) Financial assets at FVTPL

Financial assets at FVTPL include financial assets classified as held-for-trading financial
assets and financial assets designated at FVTPL upon initial recognition. A financial
asset is classified as held-for-trading financial asset if it has been acquired principally for
the purpose of selling or repurchasing in near term. All derivative assets, including an
embedded derivative separated from the host contract and accounted for as derivative,
are classified as held-for-trading financial assets, unless they are designated as effective
hedging instruments. These categories of assets are classified as current assets or non-
current assets depending on the timing of settlement.

b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Loans and receivables, which have
maturities of more than 12 months from the end of the reporting period, are classified as
non-current assets. Otherwise, they are classified as current assets.

c) AFS financial assets

AFS financial assets are non-derivative financial assets that are designated as available
for sale or are not classified as loans and receivables, held-to-maturity investments or
financial assets at FVTPL. AFS financial assets are classified as non-current assets,
unless management has the intention to sell them within 12 months.

d) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial instruments with fixed or
determinable payments and fixed maturity that the Company has the positive intention
and ability to hold to maturity. Held-to-maturity investments, which 