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. RESPECTED
TRUSTED s AM I L PRICEWATERHOUSE(COPERS
ROFESSIONAL

Report of Independent Auditors

To the Board of Directors and Shareholders of
HYUNDAI MIPO DOCKYARD CO , LTD

We have audited the accompanying non-consolidated statements of financial positton of HYUNDAI
MIPO DOCKYARD CO, LTD as of December 31, 2009 and 2008, and the related
non-consolidated statements of income, appropriations of retained earnings, changes in
shareholders' equity and cash flows for the years then ended, expressed in Koreanwon These
financial statements are the respensibiity of the Company's management Our responsibility 1s to
express an opinion on these financial statements based on our audits

We conducted our audits in conformity 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 matenal misstatement  An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements  An audtt also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the gverall financial statement
presentation We believe that our audits provide a reasonable basis for our opinion

In our opinion, the non-consolidated financial statements referred to above present fairly, in all
matenal respects, the financial position of HYUNDAI MIPO DOCKYARD CO ,LTD as of
December 31, 2009 and 2008, and the results of its operations, the changes in its retained
earnings, changes In its shareholders’ equity and its cash flows for the years then ended in
conformity with accounting principles generally accepted in the Republic of Korea

Samil PncewaterhouseCoopers
LS Yongsan Tower 181 Hangangno 2 ga Yongsan-gu Seoul 140 702 Korea (Yangsan P O Box 266, 140 600) www samil com

Samil PricewaterhouseCoopers i3 the Korean network firm of PricewaterhouseCoopers Intemational Limited (PwCIL) "PricewaterhouseCoopers” and PwC’
reler 1o the network of member fems of PwCIL, Each member firm s a separate legal entity and does not act as an agent of PwCIL or any other member firm




Accounting principles and auditing standards and their apphication in practice vary among countries
The accompanying non-consolidated financial statements are not mtended to present the financial
position, results of operations, changes in shareholders’ equity and cash flows in conformity with
accounting principles and practices generally accepted in countries and junisdictions other than the
Republic of Korea  In addition, the procedures and practices used 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 non-consolidated financial statements
are for use by those who are informed about Korean accounting principles or auditing standards

and their application in practice L
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This report is effective as of March 4, 2010, the audit report date Certain subsequent events or circumstances,
which may occur between the audit report date and the time of reading this report, could have a matenal impact
on the accompanying financial statements and notes thereto  Accordingly, the readers of the audit report should
understand that there is a possibility that the above audit report may have to be revised to reflect the impact of
such subsequent events or circumstances, if any




HYUNDAI MIPO DOCKYARD CO., LTD.

Non-Consolidated Statements of Financial Position

December 31, 2009 and 2008

{(in thousands of Korean won)

Assets
Current assets
Cash and cash equivalents {Note 14)
Short-term financial instruments (Notes 3 and 14)
Short-term investments (Note 4)
Trade accounts and notes
recewable, net {Notes 5, 14 and 22)
Other accounts receivable, net {Notes 5, 14 and 22)
Accrued income
Advance payments, net (Notes 5 and 22)
Prepaid expenses
Deferred income tax assets (Note 13)
Currency forward assets {Note 24)
Firm commitments assets (Note 24)
Inventonies (Note 6}
Total current assets
Long-term financial instruments {Note 3)
Long-term investments (Note 7)
Equity-method investments (Note 8)
Property, plant and equipment, net (Notes 9 and 10)
Currency forward assets (Note 24)
Firm commitment assets (Note 24)
Others (Note 14)
Total assets

2009 2008
W 807,361,328 392,666,515
134,876,277 984,135,480
31,171,455 40,501,000
705,319,053 635,841,168
15,172,352 44,916,886
3,950,713 51,089,521
361,218,607 397,432,100
85,230,752 127,836,500
21,878,083 28,195,392
3,043,216 -
345,104,938 413,177,996
99,314,275 297,509,741
2,613,641,049 3,413,302,299
24,000 24,000
1,744,937,146 1,660,901,973
874,147,795 869,766,812
542,562,935 552,561,535
13,936,940 2,932,632
189,783,096 739,337,019
16,900,005 17,733,418
W 5,995,932 966 7,256,558,688




HYUNDAI MIPO DOCKYARD CO., LTD.

Non-Consolidated Statements of Financial Position
December 31, 2009 and 2008

(1n thousands of Korean won)

Liabilities and Shareholders’® Equity
Current liabilities
Trade accounts and notes payable (Notes 14 and 22) w
Other accounts and notes payable (Notes 14 and 22)
Advances from customers (Note 17)
Withholdings
Accrued expenses (Note 14)
income taxes payables
Currency forward liabilites (Note 24)
Firm commitments habilihes (Note 24)
Others {(Note 22)

Total current labihties
Currency forward habilities (Note 24)
Firm commitments habilities (Note 24)
Deferred income tax liabilities (Note 13)
Prowision for construction losses (Note17)
Prowision for construction warranties (Note 12)
Accrued severance benefits, net (Note 11)
Qthers

Total fiabihties

Commitments and contingencies (Note 25)

Shareholders’ equity
Capital stock
Common stock {Note 1)
Capital surplus
Pad-in capital in excess of par value
Revaluation reserves
Other capital surplus
Capital adjustments
Treasury stock (Note 16)
Other
Accumulated other comprehensive income and expense
Unrealized gain on valuation of
available-for-sale secunties (Notes 4 and 7)
Accumulated comprehensive
income of equity method investees (Note 8)
Accumulated comprehensive
expense of equity method investees (Note 8)
Retained earmings (Note 15)

2009 2008
241,501,080 341,153,758
122,332,436 110,058,956

1,920,293,300 2,667,688,347

8,431,328 11,748,937
92,807,938 125,891,113
43,019,845 119,718,779
419,397,501 538,252,257
3,043,216 -
17,165 77,953
2.850,843,809 3,914,590,100
192,970,762 748,006,788
13,936,940 2,932,632
273,576,457 230,375,727
144,213 44,890,853
16,545,741 13,570,622
31,765,133 41,510,029
61,950 61,560
3,379,845,005 4,995,938,311
100,000,000 100,000,000
79,776,840 79,776,840
127,666,063 127,666,063
4,851,688 2,676,377
(61,908,781) (76,874,405)
(4,104,757) (4,104,758)
841,618,138 777,102,713
7,644,981 13,269,587
(2,687,966) -

1,523,231,755

1,241,108,960

Total shareholders’ equity

2,616,087,961

2,260,621,377

Total labihities and shareholders’ equity w

5,995,932 966

7,256,669.688

The accompanying notes are an integral part of these non-consohdated financial statements



HYUNDAI MIPO DOCKYARD CO., LTD.

Non-Consolidated Statements of Income
Years Ended December 31, 2009 and 2008

(in thousands of Korean won, except per share amounts)

Sales (Notes 17, 22 and 23)
Cost of sales (Notes 17 and 22)
Gross Income
Seiling and administrative expenses {Note 27)
Operating income
Non-operating income
Interest ncome
Gain on foreign currency transactions
Gain on foreign currency translation (Note 14)
Dividend income
Gain on disposal of short-term tnvestments
Reversal of provision for construction warranties
Reversal of allowance for doubtful accounts
Gain on currency forward transactons
Gain on valuation of currency forward {Note 24)
Gain on valuation of firn commtments
Gain on disposal of property, plant and equipment
Gain on valuation of equity-method investments {Note 8)
Others

Non-operating expenses

Interest expenses

Loss on foreign currency transactions

Loss on foreign currency translation (Note 14)
Loss on valuation of equity-method investments (Note 8)
Donations

Loss on disposal of property, plant and equipment
Loss on disposal of short-term investments

Loss on currency forward transactions

Loss on valuation of currency forward (Note 24)
Loss on valuation of firm commitments

Others

Income before income tax expense
Income tax expense (Note 13)
Net income
Per share data (in Korean won) {(Note 20)
Basic eamings per share

2009 2008
w 3,710,863,856 3.804,734,442
3,241,682,316 3177,127,128
469,281,540 627,607,314
82,156,088 90,911,715
387,125,452 536,695,599
38,454,155 128,786,539
164,359,969 171,357,745
7,335,086 1,572,738
40,970,480 58,167,500
7,278,775 12,203,633
855,285 1,797,686
527,788 -
15,426,835 61,651
144,251,200 2,932,632
60,597,093 414,576,349
641,663 1,048,287
35,627,405 24,097,031
20,292,233 2,658,891
536,617,967 819,260,682

38,706

119,710,777 137,344,193
2,466,800 32,678,546
18,506,564 10,032,929
9,043,713 15,066,915
135,331 1,095,312
709 -
111,415,742 104,813,916
- 316,883,773
159,678,035 2,932,632
2,590,975 19,146,370
423,587,352 640,094,586
500,166,067 715,861,695
121,502,646 196,720,067
378,653,421 519,141,628
19,578 26,890

The accompanying notes are an integrat part of these non-consolidated financial statements




HYUNDAI MIPO DOCKYARD CO,, LTD.

Statements of Appropriations of Retained Earnings

Years Ended December 31, 2009 and 2008
(Dates of appropriations' March 12, 2010 and March 13, 2009
for the years ended December 31, 2009 and 2008, respectively)

(in thousands of Korean won) 2009 2008
Retained earnings before appropriations
Unappropniated retained earnings carried forward
from pnror year W 79,108 21,168
Net income 378,653,421 519,141,628
378,732,529 519,162,796
Transfer from discretionary reserve - -
378,732,529 519,162,796
Appropriations of retained earnings
Legal reserve 5,832,362 9,653,063
Discretionary reserve 314,500,000 412,900,000
Dividends {Note 15) 58,323,618 96,530,625
378,655,980 519,083,688
Unappropriated retained earnings
carried forward to subsequent year W 76,549 79,108

The accompanying notes are an integral part of these non-consolidated financial statements
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HYUNDAI MIPO DOCKYARD CO.,, LTD.
Non-Consolidated Statements of Cash Flows
Years Ended December 31, 2009 and 2008

{in thousands of Korearn won)

Cash flows from operating activities

Net income

Adjustments to reconcile net income
to net cash provided by (used in) operating activities
Depreciation
Provision for severance benefits
Loss on foreign currency translation
Loss on disposal of property, plant and equipment
Loss on valuation of currency forward
Loss on valuation of firm commitments
Provision for constructon warranties
Bad debis expense
Provision for construction losses
Loss on valuation of equity-method investments
Repairs expenses
Bonuses
Loss on disposal of short-term investments
Gain on valuaton of equity-method investments
Gain on foreign currency translation
Reversal of allowance for doubtful accounts
Reversal of provision for construction warranties
Reversal of provision for losses on construction
Gain on disposal of short-term investments
Gain on disposal of property, plant and equipment
Gain on valuation of curency forward
Gain on vatuation of firm commitments
Others

Changes In operating assets and liabilities
Increase in trade accounts and notes receivable
Decrease (Increase) in other accounts receivable
Decrease (Increase} in accrued ncome
Decrease (Increase) in advance payments
Decrease in prepaid expenses
Decrease (Increase) in prepaid value added tax
Decrease (Increase) in deferred iIncome tax assets
Decrease in currency forward
Decrease in firm commitment assets
Decrease (Increase) in inventones
Diwvidend income
Increase in long-term accrued revenues
Increase {Decrease) in trade accounts and notes payable
Increase in other accounts and notes payables
Decrease In income taxes payable
Increase (Decrease) in advances from customers
Increase (Decrease) in withholdings
Decrease in accrued expenses
Decrease in unearmed income
Increase in deposits received
Increase in deferred income tax habilibes
Decrease in provision for construction warranties
Payments of severance benefits
Decrease in deposits with the National Pension Fund
Decrease (Increase) in severance benefit deposits

Net cash provided by {used in) operating activities

2009 2008

378,653,421 519,141,628
42,244,077 43,528,336
14,226,320 24,561,197
1,409,800 32,678,546
135,331 1,095,312

- 316,983,773
159,678,035 2,932,632
7,390,528 9,553,974

. 3,198,063

144,213 44,890,853
18,506,564 10,032,929
4,600 33,350
17,137,346 .
709 -
(35,627,405) (24,097,031)
(7.335,086) (1,572,738)
(527,788} -
(855,285) (1.797,686)
(44,890,853) -
(7.278.775) {12,203,633)
(641,663) {1,048,287)
(144,251,200} (2.932,632)
{60,597,093) (414,576,349)
(466,863} 10,534,639
(41,594,488) 41,795,248

(70,585,215) (204,152,426)
26,436,830 (36,018,679)
47,184,154 (22,731,581)
36,810,669 (166,825,906)
42,605,747 14,773,355

3,316,324 (2,629,486)
6,402,687 (28,316,634}
(543,687,105) (44,608,087)

490,797,911 264,756,536

198,195,466 (151,780,624)

781,653 4,118,625
- (7.094)

(99,652,678) 81,245,467
12,774,162 33,837,508

(76.698,934) (41,617,041)

(705,599,304) 203,445,543
(3,317,609) 6,622,590
(25,821,493) (12,876,366)
(60,789} (13,338,652)

390 -
26,516,316 4,207,810
(3,560,125} (5.001,542)
(21,338,774) (18,050,996)
390,766 333,417
(3,023,208) 6,572,610
(661,132,249) (128,041,653)
(324,073,316) 432,895,223




HYUNDAI MIPO DOCKYARD CO., LTD.
Non-Consolidated Statements of Cash Flows
Years Ended December 31, 2009 and 2008

{in thousands of Korean wor)

Cash flows from investing activities

Proceeds from disposal of short-term financial instruments
Proceeds from disposal of shori-term investments
Proceeds from disposal of long-term investment secuntes

Refund of deposits provided

Proceeds from disposal of property, plant and equipment

Acquisihon of short-term financial instruments
Acquisition of short-term investments
Acquisition of long-term financial iInstruments
Acquisition of long-term investment secunties
Acquisition of equity-method investments
Acquistion of deposits provided

Acquisition of property, plant and equipment

Net cash prowvided by {used in) Investing activities

Cash flows from financing activitios
tssuance of short-term borrowing
Payment of short-term bormowing
Payment of dmdends
Acquisition of treasury stock

Net cash used In financing activibes
Net increase in cash and cash equivalents

Cash and cash equivalents
Beginning of the year

End of the year

2009

2,971,895,326

2008

3,126,910,683

607,344,761 264,187,032
- 28,470
724,942 20,190,386
1,359,857 1,847,746
(2,122,634,318) (2,482,145,053)
(590,003,640) (60,001,616)
- (11,000)
(5,000) {498,630)
- (799,229,990)
(279,572) (21,081,152)
(33,103,602) (113,643,942)
835,208,754 (63,447,066)
74,988,356 -
74,988,356 -
96,530,625 144,814,905
- 430,575
(96,530,625) (145,245,480)
414,694,813 224,202,677
392,666,515 168,463,838
807,361,328 392,666,515

The accompanying notes are an integral part of these non-consohidated financial statements




HYUNDAI MIPO DOCKYARD CO., LTD.
Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

: 1. The Company

Hyundai Mipo Dockyard Co , Ltd (the "Company") was established in 1975 under the Commercial
Law of the Republic of Korea, to engage in shipbullding and ship-repainng  The Company listed
its shares on the Korea Exchange on December 1983

The Company Is classified as an associated company of the Hyundal Heavy Industrnies Group by
the Fair Trade Commission The Company's headquarters and manufacturng facilities are
located tn Bangeo-dong, Dong-gu, Ulsan, Korea

Amount of stock
Authorized Number of shares Par value per share {in thousands of
number of shares outstanding {in Korean won) Korean won)
50,000,000 20,000,000 W 5,000 W 100,000,000

As of December 31, 2009 and 2008, the Company's major shareholders and treasury stock are

as follows
2009 2008
Number of Percentage of Number of Percentage of
shares ownership (%) shares ownership (%)
Hyundai Samho Heawy
Industnes Co, Ltd 9,217,518 46 09 9,218,506 46 09
Asan Foundation and

other related parties 86,519 043 90,519 045
Others 10,137,169 50 69 9,997,100 49 99
19,441,206 a7 21 19,306,125 96 53
Treasury stock 558,794 279 693,875 347
20,000,000 100 00 20,000,000 100 Q0

Under its Articles of Incorporation, the Company 1s authorized to 1ssue convertible debentures and
debentures with stock purchase options to investors other than current shareholders of up to
W100,000,000 thousand each, with the approval of the Board of Directors  As of December 31,
2009, no convertible debentures and debentures with stock purchase options have been issued

10



HYUNDAI MIPO DOCKYARD CO., LTD.

Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

2. Summary of Significant Accounting Policies

Basis of Presentation

The Company maintains its accounting records i Korean won and prepares statutory financial
statements in Korean language (Hangul) in conformuty with the accounting pninciples generally
accepted in the Republic of Korea  Certain accounting principtes 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  The accompanying financial statements have been
condensed, restructured and translated into English from the Korean language financial
statements

Revenues from Construction Contracts

The Company recognizes revenues from construction contracts using the
percentage-of-completion method to determine the amounts to be recognized as revenues in a
given penod  The stage of completion 1s measured using the percentage of the total contract
costs incurred up to the date of the statement of financial position over the total estimated costs
for each contract When the outcome of a construction contract cannot be estimated rehably, the
contract revenue 1s recognized only to the extent of contract costs incurred that are likely to be
recoverable, and conltract costs incurred for the period 1s recognized as an expense

Costs incurred for prospective construction projects are accounted for as prepaid construction
expense, provided that they are identifiable and can be measu'red reliably, and when it 1s probable
that the contract for such project will be finalized These prepaid construction expenses are
reclassified as contract costs after construction starts

Cash and Cash Equivalents

Cash and cash equivalents Include cash on hand and in banks, and financial instruments with
maturity of three months or less at the time of purchase  These financial instruments are readily
convertible into cash without significant transaction costs and bear low nsks from changes In
value due to interest rate fluctuations

Allowance for Doubtful Accounts

The Company provides an allowance for doubtful accounts and notes receivable  Allowances
are calculated based on the estimates made through a reasonable and objective method

11



HYUNDAI MIPO DOCKYARD CO., LTD.
Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

Inventones

The quantities of inventories are determined using the perpetual method and periodic inventory
count, while the costs of inventories are determined using the moving average method except for
materials in transit, whose cost 1s determined using the specific identification method

Inventories are stated at the lower of cost or net realizable value  Net realizable value 1s the
estimated selling price in the ordinary course of business, less applicable vanable selling expense
Replacement cost 1s used for the estimate of net realizable value of raw materials and substdiary
materials  If, however, the circumstances which caused the valuation loss cease to exist, the
valuation loss 1s reversed up to the onginal carrying amount before valuation The said reversal
1s deducted from cost of sales

investments in Securities

Costs of securities are determined using the weighted average method  Investments In equity
securities or debt securities are classified into trading securities, available-for-sale secunities and
held-to-maturity secunties, depending on the acquisition and holding purpose  Investments in
equity securities of companies, over which the Company exercises a significant control or
influence, are recorded using the equity-method of accounting  Trading secunties are classified
as current assets while available-for-sale securities and held-to-maturity securities are classified
as long-term investments, excluding those securities that mature or are certain to be disposed of
within one year, which are then classified as current assets

Held-to-maturity secunties are measured at amortized cost while avallable-for-sale and trading
securities are measured at farr value  However, non-marketable securities, classified as
available-for-sale securities, are carried at cost when the far values are not readily determinable

Gans and losses related to trading secunties are recognized in the income statement, while
unrealized gains and losses of avallable-for-sale securities are recognized under other
comprehensive income and expense Realized gains and losses of available-for-sale securities
are recognized in the income statement .

Equity-Method Investments

Investees over which the Company can exercise significant influence should reflect any changes
in equity after the iitial purchase date  Under the equity-method, the Company records changes
in its proportionate ownership in the book value of the investee in current operations, as capital
adjustments or as adjustments to retained earnings, depending on the nature of the underlying
change In the book value of the investee  Ali other changes 1n equity should be accounted for
under other comprehensive income and expense

12




HYUNDAI MIPO DOCKYARD CO,, LTD.
Notes to Non-Consolidated Financial Statements

December 31, 2009 and 2008

Property, Plant and Equipment

Property, plant and equipment are stated at cost, which includes acquisition cost, produchion cost
and other costs required to prepare the asset for its intended use  Property, plant and
equipment are stated net of accumulated depreciation calculated based on the following
depreciation method and estimated useful lives

Estimated useful lives Depreciation method
Building 15 - 40 years Straight-line method
Structures 15 - 40 years Straight-line method
Machinery 6 - 10 years Straight-line method
Vehicles 6 - 10 years Straight-ine method
Others 6 - 10 years Straight-line method

Expenditures incurred after the acquisition or completion of assets are capitahized if they enhance
the value of the related assets over their recently appraised value or extend the useful Iife of the
related assets Routine maintenance and reparrs are charged to expense as incurred

Impairment of Assets

When the book value of an asset 1s significantly greater than its recoverable value due to
obsolescence, physical damage or an abrupt decline in the market value of the asset, the said
decline In value 1s deducted from the book value to agree with recoverable amount and 1s
recognized as an asset impairment loss for the period  When the recoverable value
subsequently exceeds the book value, the impairment amount is recognized as gain for the period
to the extent that the revised book value does not exceed the book value that would have been
recorded without the imparment  Reversal of mpairment of goodwill 1s not allowed

Derivatives

All dernvative instruments are accounted for at therr fairr value according to the rights and
obligations associated with the derivative contracts  The resulting changes in fair value of
denivative instruments are recognized either under the income statement or shareholders’ equity,
depending on whether the denvative instruments qualify as a cash flow hedge Fair value hedge
accounting s applied to a denvative instrument purchased with the purpose of hedging the
exposure to changes in the farr value of an asset or a hiabllity or a firm commitment that is
attributable to a particular nsk  The resulting changes in the fair value of denvatives that are
designated and qualify as cash flow hedges are recognized under the shareholders' equity under
accumulated other comprehensive iIncome and expense
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HYUNDAI MIPO DOCKYARD CO., LTD.

Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

income Tax and Deferred Income Tax

Income tax expense includes the current income tax under the relevant income tax law and the
changes in deferred tax assets or abiities  Deferred tax assets and labilities represent
temporary differences between financial reporting and the tax bases of assets and habilities
Deferred tax assets are recognized for temporary differences which will decrease future taxable
income or operating loss to the extent that it 1s probable that future taxable income will be
avallable against which the temporary differences can be utiized Deferred tax effects
applicable to items in the shareholders’ equity are directly reflected in the shareholders' equity

Accrued Severance Benefits

Employees and directors with at least one year of service are entitled to receive a lump-sum
payment upon termination of their employment with the Company based on their length of service
and rate of pay at the time of termination  Accrued severance benefits represent the amount
which would be payable assuming all eligible employees and directors were to terminate their
employment as of the of statement of financial position date

The Company has partially funded the accrued severance benefits through severance insurance
deposits with an insurance company Deposits made by the Company are recorded as
deductions from accrued severance benefits The excess portion of deposits over accrued
severance benefits 1s recorded as other investments

The Company deposits certain portion severance benefits to National Pension Service according
to National Pension Law  The deposit amount 1s recorded as a deduction from accrued
severance benefits

Provisions and Contingent Liabilities

When there 1s a probability that an outflow of economic benefits will occur due to a present
obligation resulting from a past event, and whose amount Is reasonably estmable, a
corresponding amount of provision Is recognized in the financial statements  However, when
such outflow ts dependent upon a future event, 1s not certain to occur, or cannot be reliably
estimated, a disclosure regarding the contingent hability 1s made :n the notes to the financial
statements

Currency Translation for Foreign Operations

Assets and habilihes of a foreign branch or company subject to the equity method of accounting
for investments are translated into Korean won at the rates of exchange in effect at the date of the
statement of financial position, while their equity is translated at the exchange rate at the tme of
transaction, and income statement accounts at the average rate over the penod  Resulting
translation gains and losses are recorded as accumulated other comprehensive income and
expense Corresponding gains and losses are recognized as gain or loss when the foreign
branch or company 1s hqutdated or sold
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HYUNDAI MIPO DOCKYARD CO., LTD.

Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

3. Restricted Financial Instruments

As of December 31, 2009 and 2008, restncted financial instruments are as follows

(in thousands of

Korean won) Bank 2009 2008 Remarks

Short-term Korea Exchange Deposits for
financial Bank matenal purchase
instruments W 1714419 W 2,672,109 P

Long-term Korea Exchange Deposits for
financial Bank and others maintaining
instruments 24,000 24,000 checking accounts

W 1,738,419 W 2,696,109

4. Short-Term Investments

As of December 31, 2009 and 2008, short-term investments consist of avaitable-for-sale

securities and the details are as follows

(in thousands of 2009 2008
Korean won) Acquisition Book Book
cost value value
Pnvate Equity
Fund' W 30,000,000 W 30,148,200 W 40,501,000
Govemment
iIssued secunties 1,023,255 1,023,255 -
W 40,501,000

W 31,023,255 W 31,171,455

'Private equity fund 1s classified as beneficiary certificate because the Company does not have
control over investment management
The Company evaluated the far value of shori-term investments using the price provided by the

investment management company Unrealized valuation gain of 112,336 thousand (2008
W 379,758 thousand), except the tax effects, I1s recorded as accumulated other comprehensive

income and expense

15




HYUNDAI MIPO DOCKYARD CO., LTD.

Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

5 Receivables and Allowance for Doubtful Accounts

Receivables and therr respective allowance for doubtful accounts as of December 31, 2009 and

2008, are as follows

{in thousands of
Korean won}

Book balance
Allowance for doubtful
accounts

{in thousands of
Korean won)

Book balance
Allowance for doubtful
accounts

6. Inventornies

{in thousands of Karean won)

Raw matenals
Subsidiary matenals
Matenals in transit

2009
Trade accounts Other Advance
and notes accounts avments
receivable receivable pay
W 711,735,005 15,200,018 363,763,260
(6,415,952) (27,666) (2,544,653)
W 705,319,053 15,172,352 361,218,607
2008
Trade accounts Other
Advance
and notes accounts avments
receivable receivable pay
W 642,132,306 44,999,978 400,573,929
(6,291,138) {83,092) (3,141,829)
W 635,841,168 44,916,886 397,432,100
2009 2008
W 58,159,888 227,190,081
420,225 281,858
40,734,162 70,037,802
w 99,314,275 297,509,741

16



1

swAed xe} Jo Ajinoas ay) o} [esaje|jo2 se pabpa)d eJe seJeus 000 0E ‘600T ‘L€ 1oqusdaQg JO S,

SI3LI0 pUB PUOY JUSWILISADD)

C/6'106'009'L M Ovi'JE6'vPL'L M BRLLEL0SL'L M £10'820'899 M

0LE'98L'L £00'G01 9/8'ecl 000'G0L

£99'6¥9'F £99'6V9'v Z6S'SL¥'0lL ¥29'LE8'L

000°'coF’L 000°00%'L £6¥'200'9 00000t L 00 001 000°082

000001 000004 65€'991L 000°00L 8L 00002

- - 210'804 $29°182°2 €00 gt

£99'6rL'E €09'stL'e 890'8EL'Y 000'050'f TN 005°209

000°990'6G5°L 08F'Z8L 0rL'L 08F'Z8L°0vL') 6££°160'099

- 08b'048°1L 081'0L8°L 000'pZ8 oce 000'8r9°L

005°ZEL'PEL 005's8y'Lrl 005'sgb 'Lyl 199'0Z6°8L lLE 000'26¢€

000'09E°LEE 000'968°gES 000'068'8ES GES'6LO'EVE 001 000°'2.8

005'896'602'L M 00S'0E6'LS0'L M 00G'0E6'1S0'L M €p1'12L'9e2 M 86 2 000°€90'9
anjeA anjeA BnjeA josse jJau 109 {e4) diysioumo saleys jo
)oof yoog 10 anjeA lje4d uonisinbay Jo abejuasied Jagquiny
2002 6002

pi1 ‘0D
Buussuibug odiy
P11’ 0D 4SM
pajwry
B8JOY SISNON
Ajleqg oiwouo23
eal0y oyl

p17] f on ABojouysa]
JUaUUOIWUT B0
uonelodion Doy
,0080d

P17 * 0D sauisnpy|
AeaH 1epuniy

2|qeI19NIBLU-UON

alqeael

{uom ueaioyf
JO spuesnoy} ui)

SMOJ|0} SE 3.8 ‘00Z PUE 600Z 'LE Jequiasa( JO SB SJUSLUSAAUI Wis)-BuoT

sjuawsaAu] wia]-Buo ‘2

800¢ Pue 6002

‘Le Jaquiedeq

SjuswWale}S [e19UBUI4 PS)EPI|OSUOD-UON O} SSJON

"all “09 QUVYAMDO0A OdIN IVANNAH




HYUNDAI MIPO DOCKYARD CO., LTD.
Notes to Non-Consolidated Financial Statements

December 31, 2009 and 2008

Listed securities are stated at theirr fair value and unlisted securities are presented at their
acquisition cost as the farr value of these secunities cannot be reliably estimated

The net asset values of The Korea Economic Daily, Novelis Korea Limited, KSF Co, Ltd and
Mipo Engineening Co, Ltd are based on the financial statements as of December 31, 2009,
which were not audited The net asset values of these secunities may change, If they are based
on the audited or reviewed financial statements of as December 31, 2009

Unrealized valuation gain of W841,505,802 thousand {2008: W776,722,955 thousand), except
the tax effects, Is recorded as accumulated other comprehensive income and expense

The Company's percentage of ownership in Mipo Engineering Co, Ltd exceeds 20% However,
the equity method was not applied as the change in equity of Mipo Engineering Co , Ltd 1s not
matenal to the Company’s financial statements

8. Equity-Method Investments

As of December 31, 2009 and 2008, equity-method investments are as follows

(in thousands of 2009 2008
Korean won} Number  Percentage Acquisition Fair value or Book Book
of shares  ownership cost net asset value value value

Investee

Hi Investment &

Secunties Co ,Ltd 180,811,724 7615 W 756,026,640 W 205,260,145 w 722,768,331 w 742,431,098
Hi Asset

Management

Co, Ltd 521,102 760 43,203,350 4,000,363 40,561,527 42,870,352
Hyundal Vinashin

Shipyard

Co, Ltid - 5500 15,795,335 110,817,937 110,817,937 82,402,289
Korea

Envronment

Technology

Co, Ltd - - - 2,063,073

W 815,025,325 w 320,078,445 W B74,147,795 w 869,766,812

As the Company’s indirect percentage of ownership in Hi Asset Management Co, Ltd exceeds
20% through a subsidary, the equity method was applied Also, the Company lost significant
influence 1n Korea Environment Technology Co, Ltd due to the change in the largest shareholder
and thus, reclassified the investment as available-for-sale securittes method
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.I HYUNDAI MIPO DOCKYARD CO., LTD.

Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

Changes in equity-method investments for the years ended December 31, 2009 and 2008, are as

| follows
|
(in thousands of 2009
Korean won) Valuation
Beginning Acquisition gain(loss) Others' Ending
Investee

Hi Investment &
Secunties Co ,Ltd W 742,431,098 W

w (16,971,438) W (2,691,329) W 722,768,331

Hi Asset
Management
Co, Ltd 42,870,352 - {1,535,126) (773,699) 40,561,527
Hyundar Vinashin
Shipyard
Co, Ltd 82,402,289 - 35,627,404 {7,211,756) 110,817,937
W 867,703,739 W - W 17,120,840 w (10,676,784) w 874,147,795
(in thousands of 2008
Korean won) Valuation
Beginning Acquisition gain(loss) Others' Ending
Investee
Hi Investment &
Secunties Co ,Ltd W - W 756,026,640 W (9,494,148) w (4,101,394) w 742,431,098
Hi Asset
Management
Co, Ltd - 43,203,350 (333,042) 44 42,870,352
Hyundai Vinashin
Shipyard
Co, Ltd 43,481,552 - 24,097,031 14,823,706 82,402,289
Korea
Envwronment
Technology
Co, Ltd 2,311,328 - {205,739) {42,516) 2,063,073

w 45792,880 W 799,229,990 W 14,064,102 W 10,679,840 w 869,766,812

includes capital changes of investees and dividends received

The Company applied the equity-method for investees based on the financial statements as of
December 31, 2009, which were not audited or reviewed
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HYUNDAI MIPO DOCKYARD CO., LTD.
Notes to Non-Consolidated Financial Statements

December 31, 2009 and 2008

Details of changes in the differences between the imitial purchase price and the Company’s initial
proportionate ownership in the net book value of the investees are as follows

2009
{in thousands of .
Amortization . .
Korean won) . Beginning Increase Amortization Ending
Period
Investee
Hi Investment &
Secunhes Co Ltd  20years W 545108623 W - W 27600437 w 517,508,186
Hi Asset
Management
Co, Ltd 20 years 38,511,004 - 1,949,929 36,561,165
W 583619717 W - W 29550366 W 554,069,351
(in thousands of Amortization 2008
Korean won) Beginning Increase Amorhzation Ending
Penod
Investee
Hi Investment &
Secunties Co Ltd 20years W - W 552,008,732 W 6,900,109 W 545,108,623
H Asset
Management
Co, Ltd 20 years - 38,998,576 487,482 38,511,094
Korea
Envronment
Technology 5years
Co, Ltd 601,039 - 300,520 300,519
W 583,920,236

W 601,039 w 591,007,308 W 7,688,111

As of December 31, 2009 and 2008, there 15 no material unrealized gain or loss ansing from

intercompany transactions
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HYUNDAI MIPO DOCKYARD CO., LTD.

Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

Summary of financial information of investees 1s as follows

2009

{(in thousands of

Korean won)
Total assets Total habilites Revenue Net income

Investee

Hi Investment &
Secunties Co ,Ltd W 1,291,805,163 w 1,022,246,242 w 237,904,427 w 13,730,371

H Asset

Management
Co.lLid’ 55,153,430 2,325,961 16,881,929 5,584,295

Hyundai Vinashin

Shipyard
Co, Ltd’ 410,795,825 209,308,668 289,274,457 64,777,099

' Revenue and net iIncome (loss) is for the nine-month period from April 1, 2009 to December 31,

2009
(in thousands of 2008
Korear worn)
Total assets Total habilities Revenue Net income(loss)
Investee

Hi Investment &

Secunties Co ,Ltd w 1,019,870,796 w 760,736,060 w
Ht Asset

Management

Co, Ltd" 66,557,951 9,233,628
Hyundar Vinashin

Shipyard

Co, Ltd?
Korea

Envwronment

Technology
Co, Ltd 67,059,189 13,583,642 24,226,832 2,662,935

198,702,198 w  (10,963,440)

22,651,589 7,114,841

377,488,333 227,665,989 205,498,264 44,197,976

! Revenue and net Income are for the nine-month period from April 1, 2008 to December 31,

2008
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HYUNDAI MIPO DOCKYARD CO,, LTD.
Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

10. Insurance
As of December 31, 2009, the Company’s insurance policy 15 as follows

{in thousands of Korean won)

Amount Insurance
Insurance The insured insured company
Package
Insurance Plant & Machinery w 416,248,813 Hyundai Manne & Fire
Shipbuillding Insurance Co , Ltd
msurance Shipbuilding 3,970,391,107
Directors’ and
officers’ insurance Management officers 30,000,000

In addition, the Company cames insurance for workers compensation and casualty insurance for
employees for up to W158,506,042 thousand

11. Accrued Severance Benefits

Changes n accrued severance benefits for the years ended December 31, 2009 and 2008, are

as follows
{in thousands of Korean won) 2009 2008

Beginning balance W 116,745,033 W 110,234,832

Payment (24,417,035) (18,784,796)

Transfer 3,078,262 733,800

Increase 14,226,320 24,561,197

Ending Balance 109,632,580 116,745,033

Less Contnbution to National Pension Plan (1,497,341) (1,888,108)
Sewerance Insurance deposits (76,370,106) {73,346,898)

W 31,765,133 W 41,510,029

As of December 31, 2009, the Company estimates severance payable to all employees to be
W109,632,580 thousand (2008 W116,745,033 thousand) and records the corresponding
amount as accrued severance benefits  Also, the Company has funded 70% (2008 63%) of
severance payable through severance insurance depostts with Hyundai Fire & Marine Insurance
Co, Ltd and others
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HYUNDAI MIPO DOCKYARD CO.,, LTD.
Notes to Non-Consolidated Financial Statements

December 31, 2009 and 2008

12. Provision for Construction Warranties

Changes in provision for construction warranties for the years ended December 31, 2009 and

2008, are as follows

(in thousands of Korean worn)
Beginning balance
Increase

Decrease
Ending balance

13. Income Taxes

2009
W 13,570,622
7,390,528
(4,415,409)
W 16,545,741

2008
W 10,815,877
9,553,974
(6,799,229)
w 13,670,622

Details of income tax expense for the years ended December 31, 2009 and 2008, consist of

(in thousands of Korean won)

Current income taxes

Deferred income tax due to temporary
differences

Deferred income tax charged to equity

Income tax expense on sales of
treasury stock

Income tax expense

2009 2008

W 89,276,989 w 220,828,891
49,518,039 (552,835,671)

(16,599,036} 528,726,847

(693,346) -

W 121,502,646 W 196,720,067

The reconciliation between net iIncome before income tax and income tax expense for the years

ended December 31, 2009 and 2008, follows

{in thousands of Korean won)

Net income before tax

Income tax based on statutory rate (24 2%)

Adjustments
Non-taxable income and expense
Others

Income tax expense

Effective tax rate

{(income tax over net income before tax)

2009 2008

W 500,156,067 715,861,695
W 121,037,768 w 196,861,966
(2,538,232) (725,915)

3,003,110 584,016

W 121,502,646 W 196,720,067
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HYUNDAI! MIPO DOCKYARD CO., LTD.
Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

Gross deferred tax assets (llabilities) before setting off are as follows

{in thousands of 2009 2008
Korean won) Current Non-current Current Non<current

Defered income  w 32,766,122 w 31,879,881 W 72776297 w 80,215,846
tax assets

Deferred income (10,888,039) (305,456,338) (44,580,905) (310,591,573)
tax habilities

W 21,878,083 w (273,576,457) W 28,195,392 w (230,375,727)

Realization of the future tax benefits related to the deferred tax assets i1s dependent on many
factors, including the Company’s ability to generate taxable income within the period during
which the temporary differences reverse, the outlook of the Korean economic environment, and
the overall future industry outlook  Management periodically considers these factors In
reaching its conclusion and recognized the deferred mcome tax asset since all the future
deductible tax benefits are determined to be realizable, except for equity method investments
which the Company has no plans of disposing in the expectable future

The tax effect of cumulative temporary difference was calculated based on future tax rate of the
fiscal year when temporary differences are expected to reverse  The 22% tax rate was used for
temporary drfferences expected to reverse in year 2012 and thereafter As a result, deferred
tax habilities were lower by W24,782,003 thousand as compared to the amount using in the

previous tax rate of 24 2%
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! HYUNDAI MIPO DOCKYARD CO., LTD.

Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

| 14. Monetary Assets and Liabilities Denominated in Foreign Currencies

’ {in thousands of Korean won and 2009 2008
| tn thousands of U S dollars) us Korean won Us Korean won
| dollars’ equivalent dollars' equivalent
Assets
Cash and cash
equivalents $ 239113 w 279,188,833 & 102,236 w 128,561,605
Short-tem financial
mstuments 151 176,122 594 747,043
Trade recenvables 602,714 703,729,417 463,797 583,224,221
Other accounts
recevable 5,105 5,961,131 20,223 25,429,953
Guarantee deposits 3,812 4,450,905 3.81 4,792,520
Liabilities
Trade payables 23,216 27,107,518 35,056 44,083,153
Other accounts payable 59,785 69,804,753 15,698 19,740,158
Accrued expenses 79,486 92,807,937 100,085 125,856,404

' Monetary assets and liabilities denominated in vanious foreign currencies are translated into
U S dollars

15. Retained Earnings

The Korean Commercial Code requires the Company to appropnate, as a legal reserve, an
amount equal to minimum of 10% of annual cash dividends declared, until the reserve equals
50% of capital stock  This reserve in not available for diwdends, but may be transferred to
capital stock, or use to reduce accumulated deficit, if any, with the ratification of the Company's
majority shareholders

Detalls of dividends for the years ended December 31, 2009 and 2008, are as follows

2009 2008

Number of shares eligible for

dimdends Common stock 19,441,206 19,306,125
Divdend rate 60% 100%
Divdend amounts w 58,323,618,000 w 96,530,625,000
Divdend payout ratic

(Drvdends/Net income) 15 4% 18 6%
Dmadend yield ratio

(Divdend per share/Market pnce) 28% 37%
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HYUNDAI MIPO DOCKYARD CO., LTD.

Notes to Non-Consolidated Financial Statements

December 31, 2009 and 2008

16,

17.

Treasury Stock

As of December 31, 2009, the Company has 558,794 treasury shares {2008 693,875 shares)
mainly in relation to specified trust agreements for the Company's stock price support  The
book value of these treasury shares amounts to W61,908,781 thousand (2008 76,874,405

thousand)

In 2009, the Company provided 135,081 shares of treasury stock to employee stock ownership
association and recogmzed gains on sale of treasury stock of ¥2,171,722 thousand excluding
tax effect of W693,346 thousand as capital surplus

Construction Contracts

The Company's contract balances and the related revenues recognized thereon for the years
ended December 31, 2009 and 2008, are as follows

(in thousands 2009
of Korean won) Beginning Increase’ Revenue Ending
Shipbuilding w 16,406,028,041 w (1,451,355,655) w  3,636,560,245 w 11,318,112,141
Cthers 55,914,727 18,488,884 74,403,611 -
W 16,461,942,768 w (1,432,866,771) W 3,710,963,856 w 11,318,112,141
(in thousands . 2008
of Korean won) Beginning Increase’ Revenue Ending
Shipbutlding W 11,215,890,862 w 8,846,613,826 W 3,656,476,647 w 16,406,028,041
Others 113,340,564 90,831,958 148,257,795 55,914,727

W 11,329,231,426 W 8,937,445,784 w  3,804,734,442  16,461,942,768

! Includes new and additional contracts as well as amendments to existing contracts
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HYUNDAI MIPO DOCKYARD CO., LTD.
Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

18.

Detalls of the Company's contracts on the ongoing projects are as follows

2009
(in thousands of Korear won)

Cumulative construction cost
Cumulative construction income
Advances

Billed amount

Unbilled amount

2008
{in thousands of Korean won)

Cumulative construction cost
Cumulative construction income
Advances

Bitled amount

Unbilled amount

Repairing and

Shipbuilding Others

W 4482316684 w 68,107,915

5,208,658,314 94,722,292
1,920,293,300 -
14,953,211 12,035,206
684,746,508 -

Repartring and

Shipbuilding Others

W 3,890,749,904 w 114,371,724

Changes in prowvision for construction loss are as follows

(i thousands of Korean won)

Beginning balance
Increase
Decrease

Ending balance

Value Added Information

(in thousands of Korean won)

Salanes and wages
Sewerance benefits
Employee benefits

Rent

Depreciation

Taxes and dues

Total

w  4,550,424,599
5,303,380,606
1,920,293,300

26,988,497
684,746,508

Total

w  4,005,121,628

4,662,195,238 151,958,996 4,814,154,234
2,658,902,464 8,785,883 2,667,688,347
3,075,550 23,577,083 26,652,633
610,046,549 5,433,124 615,479,673

2008 2008
W 44,890,853 w N
144,213 44,890,853
(44,890,853) -
W 144,213 w 44 890,853

2009 2008

231,726,604 w 234,144,098
14,226,320 24,561,197
42,716,003 42,637,921
5,728,358 5,473,388
42,244,077 43,528,336
4,879,560 3,834,150
341,521,012 w 354,179,090
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HYUNDAI MIPO DOCKYARD CO., LTD.
Notes to Non-Consolidated Financial Statements

December 31, 2009 and 2008

19. Comprehensive Income

(in thousands of Korean won) 2009 2008
Net income W 378,663,421 w 519,141,628
QOther comprehensive income and expense
Gain on valuation of available-for-sale secunties’ 64,515,424 (1,211,453,927)
Changes In equity-method investees with
accumulated comprehensive Income? {5,624,6086) 13,267,529
Changes In equity-method investees with
accumulated comprehensie expense’ (2,687,965) 1,372,983
Valuation of currency forward® - 5,620,017
Comprehensive iIncome W 434,856,274 w (672,051,770)

' Includes income tax effects of (-)W18,186,707 thousand (2008 W535,083,157 thousand)
2 Includes income tax effects of W1,587,671 thousand (2008 (-)W3,741,924 thousand)

¥ Includes income tax effects of W - (2008 (-)W520,787 thousand)

4 Includes income tax effects of W - (2008 (-)W2,131,731 thousand)

20. Earnings Per Share
2009 2008

Net income attnbutable to
common stock

Weighted avwerage number of
common stock outstanding' 19,340,913 shares 19,306,333 shares

Basic eamungs per share W 19,578 w 26,890

w 378,653,421 thousand w 519,141,628 thousand

! Weighted average number of common stock 1s as follows

{(in shares) 2009 2008
Beginning 20,000,000 20,000,000
Weighted average number

of treasury shares (659,087) {693,667}
Weighted average number of

common stock outstanding 19,340,913 19,306,333

As there are no diluted secunties outstanding as of December 31, 2009 and 2008, diluted
earmings per share 1s identical to basic earnings per share
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HYUNDAI MIPO DOCKYARD CO., LTD.
Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

21

22,

Supplemental Cash Flow Information

Significant transactions not affecting cash flows are as follows

{in thousands of Koean won) 2009 2008
Transfer to property, plant and equipment from

construction-in-progress W 48,377,541 72,159,634
Valuation of mestment secunties’ 64,515,424 (1,211,453,927)
Valuation of equity-method investment’ {5,624,606) 13,267,529
Valueation of currency forward' - 10,809,857

! ltems charged to accumulated other comprehensive income and expense under equity
Related Party Transactions

Details of the parents and subsidiaries are as follows

Ultimate parent
Parent company
Subsidanes

Hyundai Heawy Industnes Co ,Lid
Hyundal Samho Heawy Industnes Co ,Ltd
Hyundai Vinashin Shipyard Co ,Lid

Ht Investment & Secunties Co ,Ltd

Hi Asset Management Co ,Ltd

Significant transactions, which occurred in the normal course of business with related companies
and therr related balances, are as follows

{in thousands of 2009
Korean worn) Sales Purchases Receivables Payables
Parent company 46,745,900 408,348,829 w 111,830,947 95,972,475
Substdianes 63,294,688 246,026,168 264,242,261 56,732,619
Equity-method
investees - - - -
Others 251,669 20,835,071 38,534 3,537,629
110,292,257 675,210,068 w 376,111,742 156,242,723
{(in thousands of 2008
Korean won) Sales Purchases Receivables Payables
Parent company 55,299,298 523,029,989 w 122,748,015 119,513,125
Subsidianes 47,090,431 98,818,357 296,516,854 11,994,286
Equity-method
imestees - 209,073 - 24,603
Others 115,003 22,126,770 - 1,924,092
102,504,732 644,184,189 w 419,264,869 133,456,106
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HYUNDAI MIPO DOCKYARD CO., LTD.
Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

23.

24.

Receivables are presented net of bad debt allowance of W 1,118,695 thousand (2008
W1,227,480 thousand) The reversal of allowance for doubtfut accounts of W108,785
thousand was recorded during the year

The compensation for key management amounts to W828,522 thousand {2008 W1,168,284
thousand) Key management refers to the directors who have significant control and
responsibilities on the Company's operations and business

Segment Information

Financial iInformation by segments follows

{(in thousands of 2009 2008
K -
orean won) Sales Operating Sales Operating
Income Income
Shipbuilding W 3,636,560,245 w 364,734,240 w 3,656,476,647 w 507,430,770
Repainng and
others 74,403,611 22,391,212 148,257,795 29,264,829

W 3,710,963,856 w 387125452 w 3,804,734,442 w 536,695,589

Geographical segment information follows

(in thousands of Korean won)
Korea Europe Asia Others Total

2009 w 21,035,718 w 2,558,676,139 yw¢ 948,694,080 w 182,657,919 v 3,710,963,856
2008 24,457,317 1,942,539,054 1.667,177,795 170,560,276 3,804,734,442

Derivatives

The Company has entered into currency forward contracts with Korea Exchange Bank and
others to manage exposures to fluctuations in cash flow due to foreign currency risk  The fair
value of each derivative 1s assessed by the forward exchange rate from the banks Details of
currency forward contracts outstanding as of December 31, 2009, are as follows

Contract date Maturity date’ Amounts Contract exchange rate’

May 16, 2006 - Dec 23, 2009 Oct 16, 2010 US$ 2,990,533 thousand w 974 21/US$ 1 00

! Weighted average based on the contract amounts
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. HYUNDAI MIPO DOCKYARD CO., LTD.

Notes to Non-Consolidated Financial Statements
! December 31, 2009 and 2008

As of December 31, 2009, net firm commitments assets amount to W517,907,877 thousand and
net currency forward habilities amount to #595,388,107 thousand  For the year ended
December 31, 2009, net gain on valuation of currency forward amounts to W144,251,200
thousand and sales adjustments amount to W68,854,651 thousand

Also, the realized gain and loss on foreign currency forward transactions recognized upon the
expiration of contracts during the year amounted to ¥ 15,426,835 thousand and W111,415,742
thousand, respectively

25. Commitments and Contingencies

Commitments with financial institutions as of December 31, 2009, are as follows

(in thousands of Korean won and in thousands of U S dollars)

Financial Institution Details Limit amount
Korea Exchange Bank and  Bank overdraft Ww 120,000,000
others Usance L/C uss$ 393,533

As of December 31, 2009, the Company 1s provided with guarantees of US$ 103,938 thousand
from financial institubions for the raw materials purchasing

| As of December 31, 2009, the Company Is provided with guarantees of US$ 3,445,275 thousand
from financial institutions for the shipbullding advances and In relation to the guarantees, the
Company pledged its stups under construction and raw matenals as collaterals ~ Also, the
Company I1s provided with guarantees of ¥ 3,426,696 thousand for warranties

As of December 31, 2009, the Company has guaranteed the borrowings of Hyundat Vinashin
Shipyard Co , Ltd amounting to US$ 33,500 thousand

As of December 31, 2009, the Company 1s a defendant in three lawsuits regarding contract of
ship building, mvolving claims of US$ 33,447 thousand The Company assessed and
recognized the amount on the financial statements based on objective estmates  For the
claims above, the Company’s management believes that the ultimate outcome of these lawsunts
will not have a material impact on the Company's financial position and operations
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HYUNDAI MIPO DOCKYARD CO., LTD.

Notes to Non-Consolidated Financial Statements
December 31, 2009 and 2008

26.Interim Results

27.

Operating results for the three-month penods ended December 31, 2009 and 2008, are as

follows

(in thousands of Korean won, except per

share amounts)

Sales

Operating income
Net income
Eamings per share

Selling and Administrative Expenses

(in thousands of Korean won)

Salanes and wages
Bonuses

Sewerance benefits
Trawvel expense
Supplies expense
Commissions and fees
Taxes and dues
Communicaton charges
Welfare expense
Vehicles maintenance expense
Reparr expense
Insurance expense
Adwvertising expense
Training expense
Entertainment expense
Rental expense
Depreciation expense
Warmanty expense

Bad debts expense
Technical development expense
Others

2009 2008
W 845935112 W 1,148,295,428
116,484,880 113,823,796
93,986,542 98,132,730
4,834 5,083
2009 2008
W 17,958,644 W 19,045,406
16,517,275 16,263,499
3,831,233 4,429,491
281,573 393,437
204,480 240,679
2,825,747 3,244,363
1,724,660 1,344,544
215,035 225,604
8,339,590 8,479,428
1,501,470 1,569,442
481,823 2,085,518
1,323,776 1,843,840
763,152 2,665,518
86,210 299,633
271,212 370,681
687,232 689,233
5,566,691 5,334,581
14,143,856 13,142,070
- 3,198,063
4,809,461 5,513,987
622,968 532,608
W 82,156,088  w 90,911,715
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28

29,

30.

Approval of Financial Statements

The December 31, 2009, financial statements of the Company were approved by the Board of
Directors on January 28, 2010

Preparation for K-IFRS Adoption

The Company plans to adopt the Korean International Financial Reporting Standards (K-IFRS})
starting 2011 In this regard, the Company organized a task force for its K-IFRS adoption and
conducted employee trasuing  The preparation plan and status on the progress of K-IFRS
adoption implemented an accounting system s reported to the Company’s management

penodically
Reclassification of Prior Period Financial Statements

Certain amounts In the December 31, 2008, financial statements have been reclassified to
conform to the December 31, 2009 financial statement presentation  These reclassifications
have no effect on previously reported net income or shareholders' equity
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Report of Independent Accountants’
Review of Internal Accounting Control System

To the President of
HYUNDAI MIPO DOCKYARD CO, LTD

We have reviewed the accompanying management’s report on the operattons of the Internal
Accounting Control System (“IACS”) of HYUNDAI MIPO DOCKYARD CO, LTD (the “Company”) as
of December 31, 2009 The Company's management 1s responsible for designing and operating
IACS and for its assessment of the effectiveness of IACS  Our responsibility I1s to review the
management’s report on the operations of the IACS and 1ssue a report based on our review The
management's report on the operations of the IACS of the Company states that “based on its
assessment of the operations of the IACS as of December 31, 2009, the Company’s IACS has been
designed and 1s operating effectively as of December 31, 2009, in all matenal respects, in accordance
with the IACS standards established by the Internal Accounting Control System Operations Committee
(IACSOC) of the Korea Listed Companies Association”

Our review was conducted In accordance with the IACS review standards established by the Korean
Institute of Certified Public Accountants Those standards require that we plan and perform, in all
matenal respects, the review of management’s report on the operations of the IACS to obtain a lower
level of assurance than an audit A review 1s to obtain an understanding of a Company’s |IACS and
consists principally of inquiries of management and, when deemed necessary, a imited inspection of
underlying documents, which 1s substantially less in scope than an audit

A Company’s IACS I1s a system to monitor and operate those policies and procedures designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with accounting principles generally

accepted in the Republic of Korea  Because of its inherent imitations, IACS may not prevent or
detect a matenial misstatement of the financial statements  Also, projections of any evaluation of
effectiveness to future periods are subject to the nsk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate
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Based on our review, nothing has come to our attention that causes us to believe that management's
report on the operations of the JACS, referred to above, is not presented farrly, in all matenal respects,
in accordance with the JACS standards established by IACSOC

Our review 1s based on the Company’s IACS as of December 31, 2008, and we did not review
management’s assessment of its IACS subsequent to December 31, 2009  Thss report has been
prepared pursuant to the Acts on External Audit for Stock Companies in Korea and may not be
appropnate for other purposes or for other users

Samil PricewaterhouseCoopers

March 4, 2010
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Report on the Operations of the Internal Accounting Control System

To the Board of Directors and Audit Committee of HY UNDAI MIPQ DOCKYARD CO ,LTD

1, as the Internal Accounting Contral Officer (“IACO") of HYUNDAI MIPO DOCKYARD CO, LTD (*the
Company’), assessed the status of the design and operations of the Company's internal accounting
control system (“IACS”) for the year ended December 31, 2009

The Company’s management including IACO 1s responsible for designing and operating IACS |, as
the IACO, assessed whether the IACS has been effectively destgned and 1s operating to prevent and
detect any error or fraud which may cause any misstatement of the financial statements, for the
purpose of establishing the rehiability of financial reporting and the preparation of financial statements
for external purposes |, as the IACO, applied the IACS standards for the assessment of design and
operations of the IACS

Based on the assessment on the operation of the IACS, the Company’s IACS has been effectively
designed and 1s operating as of December 31, 2009, In all matenal respect, in accordance with the
IACS standards

January 28, 2010
Sul Kwang Woo, Internal Accounting Control Officer

Choi Won Gil, Chief Executive Officer
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