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Independent Auditors’ Report

English Translation of a Report Originally Issuackiorean

To the Shareholders and Board of Directors of
KOLAO Holdings:

We have audited the accompanying consolidated dinhstatements of KOLAO Holdings(the “Company”)
and its subsidiaries. The consolidated finandetkesents consist of the consolidated statemefimanicial
position as of December 31, 2013 and 2012, andethged consolidated statement of income, condelitia
statement of changes in shareholders’ equity andatmlated statement of cash flows, all expressadd
dollars, for the years ended December 31, 2012at8. The Company’s management is responsible for
the preparation and fair presentation of the cadated financial statements and our responsikigity
express an opinion on these consolidated finastadééments based on our audits.

We conducted our audits in accordance with audigtagdards generally accepted in the Republic oé&o
Those standards require that we plan and perfoenatidit to obtain reasonable assurance about wttbihe
consolidated financial statements are free of materisstatement. An audit includes examiningadest
basis, evidence supporting the amounts and diselesn the consolidated financial statements. édita
also includes assessing the accounting princied and significant estimates made by managen®nt, a
well as evaluating the overall consolidated finahstatement presentation. We believe that ouitaud
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetagaferred to above present fairly, in all matengspects,
the financial position of the Company and its sdiasies as of December 31, 2013 and 2012, ancethéts
of its operations, changes in its equity and ishdiows for the years then ended in conformityhwit
International Financial Reporting Standards.

Auditing standards and their application in praztiary among countries. The procedures and practice
utilized in the Republic of Korea to audit the aegmnying consolidated financial statements mayediff
from those generally accepted and applied in otbeuntries. Accordingly, this report and the
accompanying consolidated financial statementdarese by those knowledgeable about Korean augitin
standards and their application in practice.

DE [w'#& /ﬂhj':t LLC

March 20, 2014

Notice to Readers

This report is effective as of March 20, 2014, d@lielitors’ report date. Certain subsequent evants o
circumstances may have occurred between the asidiémort date and the time the auditors’ reporead.
Such events or circumstances could significanfigcathe accompanying consolidated financial statgsh
and may result in modifications to the auditorpad.
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KOLAO HOLDINGS AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2013 AND 2012

ASSETS

CURRENT ASSETS:

Cash and cash equivalent (Notes 6, 7 and 33)

Short-term financial instruments (Notes 6 and 33)

Trade receivables, net (Notes 6, 8 and 33)
Other receivables (Notes 6, 9 and 33)

Other current assets (Notes 10, 16, 19 and 33)
Income tax receivable (Note 22 and 33)
Inventories (Note 12)

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS:

Long-term trade receivables, net (Notes 6 and 8)
Other receivables (Notes 6 and 9)
Other non-current assets (Note 11)

Property, plant and equipment, net (Notes 5, 1B38)

Investment property, net (Notes 14 and 33)
Intangible assets, net(Note 15)

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND EQUITY

CURRENT LIABILITIES:

Trade payables (Notes 6, 17 and 33)
Short-term borrowings(Notes 18, 31 and 33)
Provisions (Note 19)

Other financial liabilities (Notes 6, 20 and 33)
Other current liabilities (Notes 16, 21 and 33)
Income tax payable (Note 22)

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES:

Long-term borrowings (Notes 18, 31 and 33)
Provisions (Note 19)

TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES

(Continued)

UusD
2013 2012

$ 275278 $ 14,593,699

25,310,963 -
561067 30,416,979
276,189 570,342

, 9616045 3,307,717
782,683 22,478
67,335,640 55,330,032
257,014,904 104,241,247
17,839,097 5,182,757
2,143,892 360,665
4,559,891 3,831,507
39,156,808 18,714,795
10458, 806,982
2,762,999 41,771
67,660,736 28,938,477
$ 324,675,640 133,179,724
$ 16,632,$49 9,946,655
20887, 10,609,257
1,042,273 931,689
484,371 2,332,998
,37B,553 1,289,410

- 111,297
43,955,016 25,221,306
21,343, -
1,042,456 363,719
22,756,003 363,719
$ 66,711,019 $ 25,585,025




KOLAO HOLDINGS AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (CONT INUED)

AS OF DECEMBER 31, 2013 AND 2012

EQUITY:
Share capital (Note 23)

Other issued capital (Note 23 and 35)
Retained earnings (Note 24)
Non-controlling interests

TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

usD

2013 2012

11,290,000 $ 9,600,000

145,102,488 21,281,621

101,045,650 76,713,078
526,483 -

257,964,621 107,594,699

324,675,640 $ 133,179,724

See accompanying notes to consolidated financitdsients.



KOLAO HOLDINGS AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

SALES (Notes 5 and 25)
COST OF SALES (Notes 26 and 33)
GROSS PROFIT

Selling, general and administrative expenses (Nbfe4.9,
26, 27 and 33)

Other income (Note 29)

Other expenses (Note 29)

OPERATING PROFIT
Financial income (Notes 28 and 33)
Financial expenses (Notes 28 and 33)
Other income (Note 29)
Other expenses (Note 29)
PROFIT BEFORE INCOME TAX EXPENSE
Income tax expense (Note 22)
PROFIT FOR THE YEAR
Other comprehensive income:
TOTAL COMPREHENSIVE INCOME FOR THE YEAR
PROFIT ATTRIBUTABLE TO:

Owners of the parent
Non-controlling interests

TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO:

Owners of the parent
Non-controlling interests

EARNINGS PER SHARE FOR PROFIT ATTRIBUTABLE
TO THE OWNERS OF THE PARENT:
Basic and diluted earnings per share (Note 30)

uUsD

2013

2012

$ 305,428,740
(243,058,326)

244,870,723
(196,992,587)

See accompanying notes to consolidated finanasstents.

62,370,414 47,878,136

(31,539,030) (21,820,769)
1,686,237 -
(1,683,427) -

30,834,194 26,057,367
1,593,481 188,309

(6,691,989) (349,691)

- 655,212

- (351,966)

25,735,686 26,199,231

(415,136) (276.,483)

25,320,550 25,922,748

$ 2532005 $ 25,922,748

25,294,567 25,922,748
25,983 -

25,294,567 25,922,748
25,983 -

$ 6208% 0.64



As of January 1, 2012
Payment of dividends
Profit for the year

As of December 31, 2012

As of January 1, 2013
Payment of dividends
Stock options
Profit for the year

Increased paid-in capital
Increased paid—in capital of

subsidiaries
As of December 31, 2013

KOLAO HOLDINGS AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

UusD
Non-

Share Other issued Other Retained controlling Total

capital capital capital items earnings interests equity
$ 9,600,006 21,281,621 $ - $51,69,491 $ - $ 82,578,112
- - - (906,161) - (906,161)
- - - 25,922,748 - 25,922,748
$ 9,600,008 21,281,621 $ - $ 76,713,078 $ - $107,594,699
$ 9,600,006 21,281,621 $ - $76,713,078 $ - $107,594,699
480,000 - - (961,995) - (481,995)
- 167,585 - - - 167,585
- - - 25,294,567 25,983 25,320,550
1,210,000 123,653,282 - - - 124,863,282
500,500 500,500

$ 11,290,008 145,102,488 $ - $101,045,650

See accompanying notes to consolidated financssisients.

$ 526,483 $257,964,621



KOLAO HOLDINGS AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash flows generated from operations:

Profit for the year

Adjustments to reconcile profit to net cash prodidbgy
(used in) operating activities:
Net Bad debt expenses
Depreciation
Depreciation in investment property
Amortization of intangible assets
Increase of provisions for product warranties

Increase(reversal) of reserve for returned products

Income tax expense

Interest expenses

Loss on foreign exchange translation
Severance benefits

Donations

Welfare expenses

Sales promotion costs

Stock compensation expenses
Miscellaneous loss

Research and development cost
Cost of sales

Interest income

Gains on valuation of FVTPA
Rental income

Gain on disposal of property, plant and equipment

Gain on foreign exchange translation

Movements in working capital:
Increase in trade and other receivables
Decrease (increase) in other current assets
Increase in other non-current assets
Increase in inventories
Increase in trade payables and other financial
liabilities
Increase (decrease) in other current liabilities
Increase in other financial liabilities
Increase (decrease) in provisions
Increase in deposits on allowance for severance

Interest received
Interest paid
Income tax paid

Net cash provided by (used in) operating activities

(Continued)

USD
2013 2012
25,320,550 $ 25,922,748
53,063 (2,980)
1,816,982 1,137,488
49,933 44,421
40,978 5,059
634, 131,090
(87,231) 98,749
415,130 276,483
4,132,767 349,691
3,720,507 14,957
- 9,096
- 5,245
2,655 89,148
373,224 -
167,585 -
- 33,969
- 14,406
- 26,092
(1,080,000) (188,309)
(68,465) -
(46,200) -
(31,835) (15,905)
(929,966) (370.403)
9,163,158 1,658,297
(38,929,21  (20,709,833)
E6,72) 4,343,131
(728,385)  (3,831,507)
(13,220,204)  (3,233,737)
6,981,717 670,181
23,244 (121,103)
767,545 -
242,521 (173,429)
- (9,381)
(55.468,388) (23.065.678)
818,331 309,942
(3,262,273) (349,691)
(1,294.467) 42,484
(24,723,089) 4,518,102




KOLAO HOLDINGS AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

UsD
2013 2012
CASH FLOWS FROM INVESTING ACTIVITIES:
Increase in short-term financial instruments $ 2728,819) $ -
Decrease in short-term financial instruments - 6,000,000
Increase in short-term loans (217,722) (294,636)
Decrease in short-term loans 252,141 320,191
Acquisition of property, plant and equipment (BBA26) (10,327,708)
Disposal of property, plant and equipment 88,200 515,862
Acquisition of investment property (441,000) -
Acquisition of intangible assets (2,762,206) (46,830)
Increase in leasehold deposits (85,745) -
Decrease in leasehold deposits - 8,814
Net cash used in investing activities (52,893,877)  (3,824,307)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from long-term borrowings 95,504,040 34,629,035
Repayment of long-term borrowings (99,823,327) (24,018,965)
Proceeds from issue of debentures 33,214,876 -
Payment of dividends (481,995) (906,161)
Capital increase by issuing new stocks 125,363,782 -
Net cash provided by (used in) financing activities 153,777,376 9,703,909
NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS 76,160,410 10,397,704
CASH AND CASH EQUIVALENTS, BEGINNING OF
YEAR 14,593,699 4,129,266
EXCHANGE RATE FLUCTUATION EFFECT OF CASH
AND CASH EQUIVALENTS (478,831) 66,729
CASH AND CASH EQUIVALENTS, END OF YEAR $ 90,275,278 $ 14,593,699

See accompanying notes to consolidated financ#tisients.



KOLAO HOLDINGS AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2013 AND2012

1. THE COMPANY:

(1) Parent Company

Kolao Holdings (the “Company”) is a limited and texempt entity, which was incorporated on June 16,
2009, in Cayman Islands to control Kolao Developiiay, Ltd. and other subsidiaries (the “subsid&)ie
under the Companies Law of Cayman Islands. Thepaomwas transferred shares of Kola Developing
Co., Ltd from Oh, Se Young who owned 100% of thiesidiaries in exchange for investment in-kind on
December 24, 2009, in order to reorganize the oblimyg structure. The Company’s registered ofiice
P.O. Box 309, Ugland House, Grand Cayman KY1-1T#man Islands, and the Company and its
subsidiaries operated a business in Laos and Myatangangage in import, manufacture and sales of
automobile and motorcycle.

On November 30, 2010, the Company’s shares wegglltn the Korea Exchange. As of December 31,
2013, the Company has issued 45,160 thousand sinastdbe Company’s share capital amounts to U.S.
dollars (USD) 11,290,000, as a result of the sévssaances of new shares from $1 at the estabéishof
the Company.

As of December 31, 2013, the Company’s sharehok@ighe respective percentage of ownership are as
follows:

Name of Shareholders _Number of shares ownedPercentage of ownership (%)

Oh, Se Young 19,968,571 44.22
Others 25,191,429 55.78
45,160,000 100.00

2. Significant Accounting Policies:

(1) Basis of Preparation

The Company and its subsidiaries(the “Group”) hpwepared the consolidated financial statements in
accordance with International Financial Reportingn8ards(“IFRS”) for the annual period beginning on
January 1, 2008.

The significant accounting policies followed by t@®mpany and its subsidiaries(the “Group”) in the
preparation of consolidated financial statements summarized below. Unless stated otherwise, the
accounting policies applied to the consolidatedririal statements for this period are in consisigtit the
comparative periods.

The accompanying consolidated financial statemea® been prepared on the historical cost basepéxc
for certain non-current assets and financial imsemnts that are measured at revalued amounts or fair
values , as explained in the accounting policidsviaeHistorical cost is generally based on the failue of

the consideration given in exchange for assets.

The separate financial statements of each entitiignGroup are presented in the currency of thaamy
economic environment in which the entity operatiés functional currency). The Group maintains its
official records in USD($).

The consolidated financial statements were apprbyetie Board of Directors on March 13, 2014.
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1) New and revised IFRSs affecting amounts repatetior disclosures in the financial statements

The Group has applied a number of new and revisB&$ that are mandatorily effective for an accaunti
period that begins on or after January 1, 2013.

Amendments to IAS 1 — Presentation of Financiale®tents

The amendments to IAS 1 require items of other ceimgnsive income to be grouped into two categories
in the other comprehensive income section: (a)st#mat will not be reclassified subsequently tofipar

loss and (b) items that may be reclassified sulesgtyuto profit or loss when specific conditiong anet —
Other than this presentation change, the applicadfothe amendments to IAS 1 does not result in any
impact on the Group’s financial position and finahperformance. The application of the amendmbats
had no material impact on the disclosures or onameunts recognized in the consolidated financial
statements.

Amendments to IFRS 7 — Financial Instruments: Disaies

The amendments to IFRS 7 are mainly focusing orgmtation of the offset between financial assets an
financial liabilities and require entities to digsé information about rights of offset and related
arrangements (such as collateral agreements)rfandial instruments under an enforceable masténget
agreement or similar arrangement, irrespective loéther they would meet the offsetting criteria unde
IAS 32. As the Group has neither any offsettingficial instruments under IAS 32 nor any rights ftged

or related arrangements in place, the applicatioth® amendments has had no material impact on the
disclosures or on the amounts recognized in thealwlated financial statements.

IFRS 10 — Consolidated Financial Statements

IFRS 10 replaces the parts of IAS 27 Consolidatedl$eparate Financial Statements that deal with
consolidated financial statements and IFRIC 12 Glidtation — Special Purpose Entities, and estabtish
single basis for consolidation for all entities;lirding structured entities (the term from IFRIG Epecial
purpose entities’, is no longer used). Under IFRSah investor controls an investee when the iiovast
exposed, or has rights, to variable returns frenmivolvement with the investee and has the aliity
affect those returns through its power over thegtee. The application of IFRS 10 has not had any
material impact on the Group’s financial statements

IFRS 11 — Joint Arrangement

IFRS 11 deals with how a joint arrangement of whigb or more parties have joint control should be
classified either as a joint operation or a joiahture. The classification of joint arrangementdariFRS
11 is determined based on the rights and obligatidiparties to the joint arrangements by considgtfie
structure, the legal form of the arrangementsctiv@ractual terms agreed by the parties to thengeraent,
and, when relevant, other facts and circumstae@sint operation is a joint arrangement wherebsy th
parties that have joint control of the arrangenteet joint operators) have rights to the assetd, a
obligations for the liabilities, relating to therangement. A joint venture is a joint arrangemenéergby
the parties that have joint control of the arrangetii.e. joint venturers) have rights to the resteds of the
arrangement. If the Group is a joint operator,@neup is to recognize assets, liabilities, reverares
expenses in relation to its interest in a jointragien and if the Group is a joint ventures, the@ris to
account for that investment using the equity metfide application of IFRS 11 has not had any malteri
impact on the Group’s financial statements.

IFRS 12 — Disclosure of Interest in Other Entities

IFRS 12 isa disclosure standard and is applicable to entiti@shave interests in subsidiaries, joint
arrangements, associates, or unconsolidated stedctuntities. This standard requires an entityigoldse
the nature of, and risks associated with, its @gerin other entities and the effects of thoserdésts on its
financial position, financial performance and céstvs.



There are some other amendments made to IFRSstasfghe Annual Improvements to IFRSs 2009 —
2011, such as the tax effect of distribution todees of equity instruments (the amendments to I&f 3
which has not resulted in material effects on theup’s consolidated financial statements.

2) New and revised IFRSs in issue but not yet &ffec

The Group has not applied the following new andse IFRSs that have been issued but are not yet
effective.

IFRS 13 - Fair Value Measurement

IFRS 13 establishes a single source of guidanctafovalue measurements and disclosure abouv#ire
measurements. The standard defines fair valueblsstas a framework for measuring fair value, and
requires disclosures about fair value measurem#iRS 13 defines fair value as the price that wdgd
received to sell an asset or paid to transferkilitiain an orderly transaction between markettiggzants

at the measurement date. Fair value is measuredking into account the characteristics of the tasse
liability that market participants would take wharicing the asset or liability at the measuremexted A
fair value measurement under IFRS 13 requires tty éo determine the particular asset or liabilityat is
subject of the measurement, the principal (or radstintageous) market for the asset or liabilityl #re
valuation technique(s) appropriate for the measargnin addition, IFRS 13 requires extensive disaies
about fair value measurements. The amendmentsRS B are effective for annual periods beginning on
or after January 1, 2014.

Amendments to IFRS 32 — Financial Instruments: éedion

The amendments to IFRS 32 clarify existing applicatssue relating to the offset of financial assatd
financial liabilities requirements. Specificalljpet amendments clarify the meaning of ‘currently has
legally enforceable right of set-off’ and ‘simuleous realization and settlement’.

Group’s right to offset must not be conditionaltbe occurrence of future events but enforceabldirary
during the contract periods, during the ordinaryrse of business with counterparty, a default of
counterparty and master netting agreement or inestirms of non-recourse debt. The amendments to
IFRS 32 are effective for annual periods beginmngr after January 1, 2014.

Amendments to IFRS 39 — Financial Instruments: Beitoon and Measurement

The amendments to IFRS 39 allows the continuatfdredge accounting when a derivative is novateal to
clearing counterparty or entity acting in a simtapacity and certain conditions are met. The amemd
to IFRS 39 is effective for annual periods begignim or after January 1, 2014.

Amendments to IFRS 10, IFRS 12 and IFRS 27 Investiaatities

The amendments introduce an exception to the ptmainder IFRS 10 that all subsidiaries shall be
consolidated and require a reporting entity thatt:ehe definition of an investment entity not to
consolidate its subsidiaries but instead to meaissirgubsidiaries at fair value through profit osd in its
consolidated and separate financial statementaddiition, consequential amendments have been made t
IFRS 12 and IFRS 27 to introduce new disclosuraiirements for investment entities. The investment
entities amendments are effective for annual perimbinning on or after January 1, 2014.

IFRIC 21 Levies

IFRIC 21 defines a levy as a payment to a govermrf@nwhich an entity receives no specific goods or
services. The interpretation requires that a ligbik recognized when the obligating event occiilse
obligating event is the activity that triggers pamhof the levy and is typically specified in tlegilslation
that imposes the levy. The interpretation is effecfor annual periods beginning on or after Japugr
2014,
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The list above does not include some other amentnseich as the Amendments to IAS 36 relating to
recoverable amount disclosures for non-financiséessthat are effective from January 1, 2014 vaitier
application permitted.

(2) Basis of Consolidation

The consolidated financial statements incorporhte financial statements of the Company and entities
(including structured entities) controlled by then@pany (and its subsidiaries). Control is achiewbére

the Company 1) has the power over the investe&s @posed, or has rights, to variable returns fitsm
involvement with the investee, and 3) has the tgbib use its power to affect its returns. The Camp
reassesses whether or not it controls an inveltaets and circumstances indicate that there laa@ges to
one or more of the three elements of control listedve.

When the Company has less than a majority of thengaights of an investee, it has power over the
investee when the voting rights are sufficient ieedt the practical ability to direct the relevaattivities

of the investee unilaterally. The Company considdfsrelevant facts and circumstances in assessing
whether or not the Company's voting rights in arestee are sufficient to give it power, including:

« the size of the Company's holding of voting rigtaisitive to the size and dispersion of holdings of
the other vote holders;

 potential voting rights held by the Company, othate holders or other parties;

* rights arising from other contractual arrange mesutst

+ any additional facts and circumstances that indittiat the Company has, or does not have, the
current ability to direct the relevant activitigstlae time that decisions need to be made, incfudin
voting patterns at previous shareholders' meetings.

Income and expenses of subsidiaries acquired quosksl of during the year are included in the
consolidated statement of comprehensive income fledate the Company gains control until the date
when the Company ceases to control the subsidiaHesfit or loss and each component of other
comprehensive income are attributed to the ownetheo Company and to the non-controlling interests.
Total comprehensive income of subsidiaries is taitdd to the owners of the Company and to the non-
controlling interests even if this results in tharcontrolling interests having a deficit balance

When necessary, adjustments are made to the falastatements of subsidiaries to bring their actiagn
policies into line with the Group’s accounting joodis.

All intra-group transactions and related assetsliafdities, income and expenses are eliminatefiiiinon
consolidation

Changes in the Group’s ownership interests in slidrses that do not result in the Group losing ooint
over the subsidiaries are accounted for as equaitysactions. The carrying amounts of the Groupér@sts
and the non-controlling interests are adjusted eftect the changes in their relative interests hn t
subsidiaries. Any difference between the amountvhich the non-controlling interests are adjusted an
the fair value of the consideration paid or recéiigerecognized directly in equity and attributedbtvners
of the Company.

When the Group loses control of a subsidiariesaia gr loss on disposal is calculated as the diffee
between (i) the aggregate of the fair value ofdbesideration received and the fair value of angined
interest and (ii) the previous carrying amount loé assets (including goodwill), and liabilities thie
subsidiaries and any non-controlling interests. Wlhssets of the subsidiaries are carried at regdalue
amounts or fair values and the related cumulataia gr loss has been recognized in other compréhens
income and accumulated in equity, the amounts pusly recognized in other comprehensive income and
accumulated in equity are accounted for as if thengany had directly disposed of the relevant aggets
reclassified to profit or loss or transferred dilyeto retained earnings). The fair value of anyestment
retained in the former subsidiaries at the datenndentrol is lost is recognized as the fair valuneirgtial
recognition for subsequent accounting under IAS-B@ncial Instruments: Recognition and Measurement
or, when applicable, the cost on initial recogmitaf an investment in an associate or a joint ventu



(3) Cash and Cash Equivalents

Cash and cash equivalents include cash, savingsteaking accounts and highly liquid short-term
investment (maturities of three months or less ftbendate of acquisitionRBank overdrafts are considered
short-term borrowings in the consolidated stateméfinancial position.

(4) Revenue Recognition

The Group’s revenue categories consist of sale@oflg, services rendered and other income.
1) Sale of goods

Revenue from sale of goods is measured at thedaie of the consideration received or receivatnds of
value added tax and trade discounts. Revenuetfiersale of goods is recognized when the Group has
transferred to the buyer the significant risks eswlards of ownership of the goods, the Group retain
neither continuing managerial involvement to thgrde usually associated with ownership nor effectiv
control over the goods sold, the amount of reverauebe measured reliably, it is probable that the
economic benefits associated with the transactitirflaw to the Group and the costs incurred ob&®
incurred in respect of the transaction can be medswliably.

2) Rendering of services

Revenue associated with the transaction involuviggréndering of services is recognized by referémce
the stage of completion of the transaction at titea the reporting period when the amount of rexen
can be measured reliably, it is probable that tememic benefits associated with the transactidifiaiv
to the Group, the stage of completion of the tratisa at the end of the reporting period can besuesd
reliably and the costs incurred for the transactiod the costs to complete the transaction candasuned
reliably. When the outcome of the transaction imir@ the rendering of services cannot be estimated
reliably, revenue is recognized only to the extirthe expenses recognized that are recoverable.

3) Dividend income and interest income

Dividend income from investments is recognized wttenright to receive payment has been established.
Interest income is recognized when it is probalé the economic benefits will flow to the Groupldahe
amount of revenue can be measured reliably. Irteresme is accrued on a time basis, by referem¢be
principal outstanding and at the effective interagt applicable.

4) Rental income
The Group’s policy for recognition of revenue fraperating leases is described in Note 2 (14) below.
(5) Financial Assets

Financial assets are recognized when the Comparonies a party to the contractual provisions of the
instruments. Financial assets are initially measdatefair value. Transaction costs that are diyectl
attributable to the acquisition or issue of finaheissets are added to or deducted from the fhied the
financial assets, as appropriate, on initial redd@mn Transaction costs directly attributable lte t
acquisition of financial assets at fair value tlglorofit or loss are recognized immediately infiprar
loss.

All regular way purchases or sales of financiab&sare recognized and derecognized on a tradédsie
Regular way purchases or sales are purchasesesrafdinancial assets that require delivery oétss
within the time frame established by regulatiortonvention in the marketplace.

Financial assets are classified into the followspgcified categories: ‘financial assets at FVTHigld-to-
maturity investments,’ ‘available-for-sale (“AFSThancial assets’ and ‘loans and receivables.’ The
classification depends on the nature and purposigedinancial assets and is determined at the ¢iine
initial recognition.



1) Effective interest method

The effective interest method is a method of caling the amortized cost of a debt instrument &nd o
allocating interest income over the relevant peridte effective interest rate is the rate that #xac
discounts estimated future cash receipts (includlhfiges and points paid or received that forninaegral
part of the effective interest rate, transactiostg@and other premiums or discounts) through tipeerd
life of the debt instrument, or, where appropriatshorter period, to the net carrying amount @rain
recognition.

Income is recognized on an effective interest bfasidebt instruments other than those financiaéts
classified as at FVTPL.

2) Financial Assets at FVTPL

Financial assets at FVTPL include a financial akeét for trading and a financial asset designatedt
FVTPL upon initial recognition. A financial assstdlassified as held for trading if it has beenuiregl
principally for the purpose of selling in the néamm. Every financial instrument, containing onerafre
embedded derivatives, treated separately fromadledontract, is classified as held-for-trading i$ a
derivative that is not designated and effectiva hsedge instrument or not a financial guarante¢raon
Financial assets at FVTPL are stated at fair valiil, any gains or losses arising on remeasurement
recognized in profit or loss.

A financial asset is classified as held for trading

= it has been acquired principally for the purposealling it in the near term;

= on initial recognition, it is part of a portfolid @entified financial instruments that the Group
manages together and has a recent actual patteshoafterm profit taking; or

= it is a derivative that is not designated and ¢iffecas a hedging instrument.

A financial asset other than a financial asset fmldrading may be designated as at FVTPL upadiaini
recognition if:

= such designation eliminates or significantly reduaeneasurement or recognition inconsistency that
would otherwise arise;

= the financial asset forms part of a group of finahassets or financial liabilities, or both, whiish
managed, and its performance is evaluated on &dhie basis in accordance with the Group's
documented risk management or investment strategljnformation about the grouping is provided
internally on that basis; or

= it forms part of a contract containing one or mengbedded derivatives, and IAS Bthancial
Instruments: Recognition and Measurement permits the entire combined contract (asset oiliig) to
be designated as at FVTPL.

Financial assets at FVTPL are stated at fair valiith, any gains or losses arising on remeasurement
recognized in profit or loss. The net gain or lossognized in profit or loss incorporates any dévid or
interest earned on the financial asset and isdeclun the ‘other gains and losses’ line item m th
consolidated statements of comprehensive income.

3) Held-to-Maturity Investments

Non-derivative financial assets with fixed or detérable payments and fixed maturity that the Grbap
the positive intention and ability to hold to matyiare classified as held-to-maturity investmetiger
initial recognition, held-to-maturity investment®aneasured at amortized cost using the effeatitezast
method, less any impairment, with revenue recogh@rean effective yield basis.

4) AFS Financial Assets

Non-derivatives financial assets that are not dfiagisas at held to maturity, held for trading, idesited as
at FVTPL or loans and receivables are classifiedlt dimancial assets AFS.
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They are subsequently measured at fair value arieof each reporting period. Changes in the oagry
amount of AFS monetary financial assets relatingn@nges in foreign currency rates (see belowgrest
income calculated using the effective interest wethind dividends on AFS equity investments are
recognized in profit or loss. Other changes indéweying amount of AFS financial assets are recaphin
other comprehensive income and accumulated undédrehding of investments revaluation reserve. When
the investment is disposed of or is determinecetonipaired, the cumulative gain or loss previously
accumulated in the investments revaluation resisrieclassified to profit or loss.

Dividends on AFS equity instruments are recogningaiofit or loss when the Group’s right to recethe
dividends is established.

The fair value of AFS monetary assets denominatedforeign currency is determined in that foreign
currency and translated at the spot rate at thegtiek reporting period. The foreign exchange gaind
losses that are recognized in profit or loss aterdéned based on the amortized cost of the monetset.
Other foreign exchange gains and losses are rexadjimi other comprehensive income.

Unquoted AFS financial assets whose fair value eaba measured reliably and derivative assetsdinke
with ungquoted equity financial assets whose paytferequity financial assets are carried at adiisi
cost, less impairment.

5) Loans and Receivables

Trade receivables, loans and other receivablesthat fixed or determinable payments that are notegl
in an active market are classified as loans aneivables. Loans and receivables are measured at
amortized cost using the effective interest metthess any impairment. Interest income is recognired
applying the effective interest rate, except farsterm receivables when the recognition of irgéxgould
be immaterial.

6) Impairment of Financial Assets

Financial assets, other than those at FVTPL, aesasd for indicators of impairment at the endache
reporting period. Financial assets are considerdxttimpaired when there is objective evidence b
result of one or more events that occurred afieirthiial recognition of the financial asset, ttstimated
future cash flows of the investment have been #dtec

For listed and unlisted equity investments clasdifis AFS, a significant or prolonged decline anftir
value of the security below its cost is consideete objective evidence of impairment.

For all other financial assets, including redeematdtes classified as AFS and finance lease rduesja
objective evidence of impairment could include:

= significant financial difficulty of the issuer opuanterparty;
= default or delinquency in interest or principal pents; or
= it becoming probable that the borrower will entankruptcy or financial reorganization.

For certain categories of financial asset, sudnaake receivables, assets that are assessedbt to
impaired individually are, in addition, assessedifigpairment on a collective basis. Objective enike of
impairment for a portfolio of receivables couldlime the Group’s past experience of collecting payts
as well as observable changes in national or lecahomic conditions that correlate with default on
receivables.

For financial assets carried at amortized costatheunt of the impairment loss recognized is the
difference between the asset’s carrying amountlagresent value of estimated future cash flows,
discounted at the financial asset’s original effecinterest rate.

When loan and receivables are considered uncdilecthey are written off against the allowanceoaat.
Subsequent recoveries of amounts previously wriféare credited against the allowance account.
Changes in the carrying amount of the allowanceaaicare recognized in profit or loss.
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When an AFS financial asset is considered to baiiragd, cumulative gains or losses previously
recognized in other comprehensive income are rafilad to profit or loss in that period.

With the exception of AFS equity instruments, iif.a subsequent period, the amount of the impairment
loss decreases and the decrease can be relatethabyeto an event occurring after the impairmesats
recognized, the previously recognized impairmess s reversed through profit or loss to the extiesit
the carrying amount of the investment at the dagdrhpairment is reversed does not exceed what the
amortized cost would have been had the impairmenib@en recognized.

In respect of AFS equity securities, impairmensésspreviously recognized in profit or loss are not
reversed through profit or loss. Any increase in¥alue subsequent to an impairment loss is reizegnn
other comprehensive income.

7) Derecognition of Financial Assets

The Group derecognizes a financial asset only whermontractual rights to the cash flows from theea
expire, or when it transfers the financial asset substantially all the risks and rewards of owhigref
the asset to another entity. If the Group neitharndfers nor retains substantially all the risks swards
of ownership and continues to control the transféasset, the Group recognizes its retained intierése
asset and an associated liability for amounts it have to pay. If the Group retains substantidllyhe
risks and rewards of ownership of a transferredrfaial asset, the Group continues to recognize the
financial asset and also recognize a collateralmadowing for the proceeds received.

(6) Derivative Financial Instruments

Derivatives are initially recognized at fair valaethe date the derivative contract is entered aud are
subsequently remeasured to their fair value aetfteof each reporting period. The resulting gaitoss is
recognized in profit or loss immediately, unless derivative is designated and effective as a mgdgi
instrument.

A derivative is presented as a non-current assatnan-current liability if the remaining maturivy the
instrument is more than 12 months and it is noeeted to be realized or settled within 12 monthse®
derivatives are presented as current assets @amntuiabilities.

(7) Inventories

Inventories are stated at the lower of cost andeadizable value. Costs, including an appropnpatgion
of fixed and variable overhead expenses, are assigninventories by the method most appropriateeo
particular class of inventory, being valued by weighted-average method, excluding goods in transit
(specific identification method). Net realizablduarepresents the estimated selling price fornimeées,
less all estimated costs of completion and costessary to make the sale.

The carrying amount of inventories sold in the pérand the amount of any write-down of inventotaes
net realizable value and all losses of inventadrigbe period, less the amount of any reversahénperiod
of any write-down of the inventories, arising fr@m increase in net realizable value, are recograzed
expense during the period.

(8) Property, Plant, and Equipment and Depreciation

Property, plant, and equipment are stated at &sst,subsequent accumulated depreciation and
accumulated impairment losses. The cost of proppliynt and equipment includes expenditure arising
directly from the construction or acquisition oétasset, any costs directly attributable to brigghe asset
to the location and condition necessary for itécchpable of operating in the manner intended by
management and the initial estimate of the costismhantling and removing the item and restorirgy th
site on which it is located.

Subsequent costs are recognized in the carryingiainod property, plant and equipment at cost or, if
appropriate, as separate items if it is probaldéfiture economic benefits associated with tha il
flow to the Group and the cost of the item can leasared reliably. The carrying amount of the regdac
part is derecognized. The costs of the day-to-éayi@ng are recognized in profit or loss as inedtr
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Depreciation is recognized so as to write off thstcless their residual values over their uséyek| using
the straight-line method. The estimated usefuklivesidual values and depreciation method arewsd
at each year end, with the effect of any changestimate accounted for on a prospective basis. The
estimated useful lives are as follows:

Assets Estimated useful lives (in years)
Buildings 20
Tools and equipment 5
Vehicles 5
Office equipment 5

The carrying amount of an item of property, plamd @quipment is derecognized on disposal or when no
future economic benefits are expected from itsarsdisposal. The gain or loss arising from the
derecognition of an item of property, plant andipment is determined as the difference betweemdhe
disposal proceeds, if any, and the carrying amoftitite item.

(9) Investment Property

Investment properties are properties held to eamats or for capital appreciation (including prdpe
under construction for such purposes). Investmenpegrties are measured initially at cost, including
transaction costs. Subsequent to initial recogmjtimvestment properties are measured at fair value
Gains and losses arising from changes in the firevof investment properties are included in profi
loss in the period in which they arise.

An investment property is derecognized upon disposavhen the investment property is permanently
withdrawn from use, and no future economic benefits expected from the disposal. Any gain or loss
arising on derecognition of the property (calculads the difference between the net disposal pdscaed
the carrying amount of the asset) is included iofipor loss in the period in which the property is
derecognized.

While land is not depreciated, all other investmenaiperty is depreciated, based on the respectiset'a
estimated useful lives of 20 years, using the gititaline method.

The estimated useful lives, residual values andredégtion method are reviewed at the end of each
reporting period, with the effect of any changesstimate accounted for on a prospective basis.

(10) Intangible assets

1) Intangible assets acquired separately

Intangible assets with finite useful lives that asguired separately are carried at cost less adetenl
amortization and accumulated impairment losses. riimadion is recognized on a straight-line basisrov
their estimated useful lives. The estimated usifiland amortization method are reviewed at the eh
each reporting period, with the effect of any clemnip estimate being accounted for on a prospebtisges.
Intangible assets with indefinite useful lives thate acquired separately are carried at cost less
accumulated impairment losses.

2) Internally generated intangible assets - reseand development expenditure

Expenditure on research activities is recognizeanasxpense in the period in which it is incurred.

An internally generated intangible asset arisirggrirdevelopment (or from the development phase of an
internal project) is recognized if, and only ifl @ the following have been demonstrated:

» improvement of technical feasibility and develomtnef new product and
» the ability to measure reliably the expenditutelautable to the intangible asset during its depetent.
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The amount initially recognized for internally gested intangible assets is the sum of the expenmditu
incurred from the date when the intangible assst fneets the recognition criteria listed above evémo
internally generated intangible asset can be razedndevelopment expenditure is recognized inipoof
loss in the period in which it is incurred.

Subsequent to initial recognition, internally geated intangible assets are reported at cost, less
accumulated amortization and accumulated impairtosses.

3) Intangible assets acquired in a business coribina

Intangible assets that are acquired in a businesbination are recognized separately from goodavitl

are initially recognized at their fair value at thequisition date (which is regarded as their cost)
Subsequent to initial recognition, intangible assetquired in a business combination are repottedsd,

less accumulated amortization and accumulated nmeait losses, on the same basis as intangiblesasset
that are acquired separately.

4) Derecognition of intangible assets

An intangible asset is derecognized on disposatt@mn no future economic benefits are expected ftem
use or disposal. Gains or losses arising from dgmton of an intangible asset, measured as the
difference between the net disposal proceeds andairying amount of the asset, are recognizeddfitp

or loss when the asset is derecognized.

(11) Impairment of tangible and intangible assets, exfmpgoodwill

At the end of each reporting period, the Groupeesi the carrying amounts of its tangible and initaleg
assets to determine whether there is any indicatiahthose assets have suffered an impairment lfoss
any such indication exists, the recoverable amofittie asset is estimated in order to determineitent

of the impairment loss (if any). Where it is nospible to estimate the recoverable amount of anithahl
asset, the Group estimates the recoverable améuhé @ash-generating unit to which the asset lgslon
Where a reasonable and consistent basis of albwcatin be identified, corporate assets are alscaiéid

to individual cash-generating units, or otherwileey are allocated to the smallest group of cash-
generating units for which a reasonable and cadistilocation basis can be identified.

Intangible assets with indefinite useful lives anthingible assets not yet available for use aredefor
impairment at least annually and whenever theam imdication that the asset may be impaired.

Recoverable amount is the higher of fair values lgssts to sell, or value in use. In assessingevialwse,
the estimated future cash flows are discountech&ir toresent value using a pretax discount raté tha
reflects current market assessments of the timgevafl money and the risks specific to the asseivfach

the estimates of future cash flows have not be@rsteti.

If the recoverable amount of an asset (or a casbrgéing unit) is estimated to be less than itsyoay
amount, the carrying amount of the asset (or tisbd-generating unit) is reduced to its recoverableunt.
An impairment loss is recognized immediately infjpror loss, unless the relevant asset is carried a
revalued amount, in which case the impairmentims®ated as a revaluation decrease.

(12) Borrowing Costs

Borrowing costs directly attributable to the aciios, construction or production of qualifying ats,
which are assets that necessarily take a subdtpatiad of time to get ready for their intende@ ws sale,
are added to the cost of those assets, until smehas the assets are substantially ready for ithteinded
use or sale. Investment income earned on the tempmvestment of specific borrowings pending their
expenditure on qualifying assets is deducted fioerbtorrowing costs eligible for capitalization. Ather
borrowing costs are recognized in profit or losghia period in which they are incurred.
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(13) Einancial Liabilities and Equity Instruments

1) Classification as Debt or Equity

Debt and equity instruments are classified as efthancial liabilities or equity in accordance lvithe
substance of the contractual arrangement.

2) Equity Instruments

An equity instrument is any contract that evidereessidual interest in the assets of an entisr aft
deducting all of its liabilities. Equity instrumenissued by the Group are recognized as the preaeed
received, net of direct issue costs.

3) Financial Liabilities

Financial liabilities are recognized when the Grbegomes a party to the contractual provisionsef t
instruments. Financial liabilities are initially emured at fair value. Transaction cost that arsctir
attributable to the issue of financial liabilitiaee deducted from the fair value of the finandabilities, as
appropriate, on initial recognition. Transactiostcdirectly attributable to acquisition of finanidiabilities
at FVTPL are recognized immediately in profit ogdo

Financial liabilities are classified as either fical liabilities at FVTPL or other financial lidties.
4) Financial Liabilities at FVTPL

Financial liabilities are classified as at FVTPLenhthe financial liability is either held for traj or
designated as FVTPL.
A financial liability is classified as held for ttang if:

= it has been acquired principally for the purposeeplurchasing in the near term; or

= on initial recognition, it is part of a portfolid @entified financial instruments that the Group
manages together and has a recent actual pattshoafterm profit-taking; or

= it is a derivative that is not designated and éffecas a hedging instrument.

A financial liability other than a financial lialitiy held for trading may be designated as at FVTipan
initial recognition if:

= such designation eliminates or significantly reduaeneasurement or recognition inconsistency that
would otherwise arise;

= the financial liability forms part of a group ohfincial assets or financial liabilities, or bothieh is
managed, and its performance is evaluated on adhie basis in accordance with the Group's
documented risk management or investment strategljnformation about the grouping is provided
internally on that basis; or

= it forms part of a contract containing one or mengbedded derivatives, and IAS 39 permits the
entire combined contract (asset or liability) todesignated as at FVTPL.

Financial liabilities at FVTPL are stated at faslwe, with any gains or losses arising on remeasemnée
recognized in profit or loss. The net gain or lossognized in profit or loss incorporates any ies¢ipaid
on the financial liability and is included in thether gains and losses’ line item in the consodidat
statement of comprehensive income.

5) Other Financial Liabilities

Other financial liabilities are subsequently meaduait amortized cost using the effective interesthiod,
with interest expense recognized on an effectieddybasis.

The effective interest method is a method of caling the amortized cost of a financial liabilityca
allocating interest expense over the relevant gefitie effective interest rate is the rate thattya

discounts estimated future cash payments throwgkxpected life of the financial liability, or, wiee
appropriate, a shorter period, to the net carrgimgunt on initial recognition.
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6) Financial Guarantee Contract Liabilities

A financial guarantee contract is a contract teguires the issuer to make specified paymentsrtbrese
the holder for a loss it incurs because a specifeutor fails to make payments when due in accalan
with the terms of a debt instruments.

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

= the amount of the obligation under the contractietermined in accordance with 1AS Biovisions,
Contingent Liabilities and Contingent Assets; and

= the amount initially recognized, less cumulativeoatimation recognized in accordance with the
IAS 18 Revenue

7) Derecognition of Financial Liabilities

The Group derecognizes financial liabilities whand only when, the Group’s obligations are discedrg
or canceled or they expire.

(14) Leases

Leases are classified as finance leases whenevégrtns of the lease transfer substantially alfigles
and rewards of ownership to the lessee. All otbasés are classified as operating leases.

1) The Group as lessor

Amounts due from lessees under finance leaseseaogmized as receivables at the amount of the Group
net investment in the leases. Finance lease int®aicated to accounting periods so as to reflect
constant periodic rate of return on the Group’sime¢stment outstanding in respect of the leases.

Rental income from operating leases is recognized straight-line basis over the term of the refva
lease. Initial direct costs incurred in negotiatamgl arranging an operating lease are added tatiging
amount of the leased asset and recognized onigldttime basis over the lease term.

2) The Group as lessee

Assets held under finance leases are initiallygated as assets of the Group at their fair valubea
inception of the lease or, if lower, at the presatdtie of the minimum lease payments. The corredipgn
liability to the lessor is included in the consalidd statement of financial position as a finaeesé
obligation.

Lease payments are apportioned between financensapand reduction of the lease obligation so as to
achieve a constant rate of interest on the remgib@tance of the liability. Finance expenses are
recognized immediately in profit or loss, unlessytiare directly attributable to qualifying assa@tsywhich
case they are capitalized in accordance with tlwi@s general policy on borrowing costs (see Note 2
(12)). Contingent rentals are recognized as expensde periods in which they are incurred.

Operating lease payments are recognized as ansxpem straight-line basis over the lease terogpx
where another systematic basis is more represeataitithe time pattern in which economic benefitsrf

the leased asset are consumed. Contingent rentdtgjaunder operating leases are recognized as an
expense in the period in which they are incurred.

In the event that lease incentives are receivethter into operating leases, such incentives aagrézed
as a liability. The aggregate benefit of incentiiegecognized as a reduction of rental expensae on
straight-line basis, except where another systerbatiis is more representative of the time pattern
which economic benefits from the leased asset@rsuwned.
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(15) Income Tax Expense

The Group operates its business in Laos, Singapwévlyanmar and the tax currently payable is based
taxable profit for the year. Taxable profit diffdrem profit as reported in the consolidated staphof
comprehensive income because of items of inconexpense that are taxable or deductible in othersyea
and items that are never taxable or deductible.Gitwip’s liability for current tax is calculateding tax
rates that have been enacted or substantivelyeshagtthe end of the reporting period.

(16) Employee Benefits

1) Short-term Employee Benefits

Short-term employee benefits are employee benbftsare due to be settled within 12 months after t
end of the period in which the employees renderglaed service. When an employee has rendered
service to the Group during a reporting period,@neup recognizes the undiscounted amount of short-
term employee benefits expected to be paid in exgdhdor that service.

2) Postemployment Benefits and Termination Benefits

Of all subsidiaries, employees in Kolao Develop@w, Ltd are entitled to lump-sum payments based on
current rates of pay and length of service whew thave due to involuntary termination under thed.a
Law. Therefore, according to the historical expeces that involuntary termination was recommended
for the Group’s employees, a present legal andtnarts/ze payment obligation arising from past egest
not created, and the amount of the obligation cebaaneasured with sufficient reliability. For tees
reasons, no amounts are recognized as liabilitiesspect of postemployment benefits. Due to such
involuntary termination, the Group adopted a potltyt recognizes a payment obligation that is exkay
the Laos Law in loss as termination benefits. \@hsy employees in the other subsidiaries areezhtibl
post-employment benefits under the each jurisdictind law and the Group recognized no liabilitiéhw
regard to the post-employment and termination besna$ of December 31, 2013.

(17) Provisions and Contingent Liabilities

Provisions are recognized when the Group has @&prebligation (legal or constructive) as a restdla
past event, it is probable that the Group will bguired to settle the obligation and a reliabléneste can
be made of the amount of the obligation.

The amount recognized as a provision is the béish&® of the consideration required to settlepresent
obligation at the end of the reporting period, nakinto account the risks and uncertainties sudimgthe

obligation. When a provision is measured usingctdmh flows estimated to settle the present obtigatts

carrying amount is the present value of those dasts (where the effect of the time value of mongy
material).

When some or all of the economic benefits requioeskttle a provision are expected to be recovizced

a third party, a receivable is recognized as aptasst is virtually certain that reimbursementiwbe
received and the amount of the receivable can kmsuaned reliably. At the end of each reporting pkrio
the remaining provision balance is reviewed aneéssed to determine if the current best estimabeiisg
recognized. If the existence of an obligation tms&fer economic benefit is no longer probable rétated
provision is reversed during the period.

(18) Foreign Currency Transactions and Translation oéigm Assets and Liabilities

The consolidated financial statements are presentg&D, which is the functional currency and
presentation currency. In preparing the consoldifiteancial statements, transactions in currenaiber
than the entity’s functional currency (“foreign oemcies”) are recognized at the rates of exchange
prevailing at the dates of the transactions. Atethé of each reporting period, monetary items dénated
in foreign currencies are retranslated at the nategailing at that date. Non-monetary items cdreefair
value that are denominated in foreign currenciegetranslated at the rates prevailing at the waen the
fair value was determined. Non-monetary items #natmeasured in terms of historical cost in a prei
currency are not retranslated.
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Exchange differences are recognized in profit eslim the period in which they arise, except for:

= exchange differences on foreign currency borrownedgting to assets under construction for future
productive use, which are included in the coshofe assets when they are regarded as an
adjustment to interest costs on those foreign aagréorrowings;

= exchange differences on transactions enteredrnboder to hedge certain foreign currency riskst an

= exchange differences on monetary items receivabta br payable to a foreign operation for which
settlement is neither planned nor likely to ocebe(efore forming part of the net investment in the
foreign operation), which are recognized initidlyother comprehensive income (loss) and
reclassified from equity to profit or loss on dispbor partial disposal of the net investment.

For the purpose of presenting consolidated findistéiements, the assets and liabilities of theu@so
foreign operations are expressed in USD using exghaates prevailing at the end of the reportimipple
Income and expense items are translated at thagevexchange rates for the period, unless exchatege
fluctuated significantly during that period, in whicase the exchange rates at the dates of tteattéons
are used. Exchange differences arising, if anyresegnized in other comprehensive income and
accumulated in equity (attributed to non-contrglinterests as appropriate).

On the disposal of a foreign operation (i.e. a alish of the Group’s entire interest in a foreige@ion,
or a disposal involving loss of control over a sdizsies that includes a foreign operation, or jpart
disposal of an interest in a joint arrangementroassociate that includes a foreign operation a€lwthe
retained interest becomes a financial asset)f #itleoaccumulated exchange differences in resgabao
operation attributable to the owners of the Compameyreclassified to profit or loss. Any exchange
differences that have previously been attributedaio-controlling interests are derecognized, bey e
not reclassified to profit or loss.

In the case of a partial disposal (i.e. no lossasftrol) of a subsidiaries that includes a foreigeration,
the proportionate share of accumulated exchandgreiifces are re-attributed to non-controlling iesés in
equity and are not recognized in profit or lossr Bt other partial disposals (i.e. partial disgesaf
associates or joint arrangements that do not réstiie Group losing significant influence or joguntrol),
the proportionate share of the accumulated exchdifigeences is reclassified to profit or loss.

Goodwill and fair value adjustments arising on alequisition of a foreign operation are treatedssets
and liabilities of the foreign operation and tratetl at the closing rate.

(19) Fair Value

Fair value is the price that would be receiveddlh an asset or paid to transfer a liability in @derly
transaction between market participants at the omeasent date, regardless of whether that price is
directly observable or estimated using anotheratadn technique. In estimating the fair value ofaeset

or a liability, the Group takes into account thareltteristics of the asset or liability if marketrficipants
would take those characteristics into account whgeing the asset or liability at the measuremeated
Fair value for measurement and/or disclosure pw®ds these consolidated financial statements is
determined on such a basis, except for share-lfEsgdent transactions that are within the scopé&BS

2 Share-based payment, leasing transactions thatwéthin the scope of IFRS 17 Leases, and
measurements that have some similarities to fdirevaut are not fair value, such as net realisablee in

IAS 2 Inventories or value in use in IAS 36 Impaénmh of Assets.

In addition, for financial reporting purposes, fa@lue measurements are categorized into Leveldt, 2
based on the degree to which the inputs to thevédire measurements are observable and the saymific
of the inputs to the fair value measurement iritsSrety, which are described as follows:

* Level 1 inputs are quoted prices (unadjusted) tivaenarkets for identical assets or liabilitieatth
the entity can access at the measurement date;

» Level 2 inputs are inputs, other than quoted pricelsided within Level 1, that are observable for
the asset or liability, either directly or indirgctand

* Level 3 inputs are unobservable inputs for thetamskability
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3. CRITICALACCOUNTING JUDGMENTS AND KEY SOURCES OF ES TIMATING
UNCERTAINTY:

In the application of the Group accounting policihich are described in Note 2, management isiredju
to make judgments, estimates and assumptions #fuearrying amounts of assets and liabilities #rat
not readily apparent from other sources. The estisnand associated assumptions are based on ¢astori
experience and other factors that are consideredetoelevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are redeon an ongoing basis. Revisions to accounting
estimates are recognized in the period in whichasimate is revised if the revision affects ortptt
period or in the period of the revision and futperiods if the revision affects both current antuffe
periods.

The estimates and assumptions that have a sigmiifick of causing a material adjustment to theytag
amounts of assets and liabilities within the nénarficial year are addressed below:

(1) Allowance for Trade and Other Receivables

An allowance for doubtful accounts is recognizeddabon assessment of recoverability of trade amef ot
receivables. Whether any impairment from trade@ther receivables exists is assessed based on the
management’s judgments and estimations. The maragsnjudgments and estimates consider the
Group’s past experience of collecting paymentsamnahcrease in the number of delayed paymentsein th
portfolio past the average credit period, as welblbservable changes in national or local economic
conditions that correlate with default on receiesblTotal value of trade and other receivablesaand
allowance for doubtful accounts is disclosed ine\®t

(2) Depreciation

Depreciation of production facilities used in prsses of manufacturing automobiles and motorcysles i
recognized by using the straight-line method okieirtuseful lives. The Group’s management estimates
useful lives for production facilities at less tHare years. Technology development and changésein
assets’ expected capacity of physical output migca&conomic useful lives of production facilities
Useful lives of production facilities as of the emithe Group’s reporting period are disclosed ote\2.

(3) Impairment of Non-financial Assets other thamo@will

At the end of the reporting period, the Group resighe carrying amounts of its non-financial assets
determine whether there is any indication that éhassets have suffered an impairment loss. Other no
financial assets, except for assets that have @efimte useful life, are tested for impairment wheer
there is an indication that the carrying amount mdt be recoverable. In the calculation of an essalue

in use, the Group’s management reflects an estiofatiee future cash flows the entity expects toaer
from the assets or the cash-generating unit, aptleapthe appropriate discount rate to those futagh
flows.
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(1) The details of consolidated subsidiaries a3exfember 31, 2013, are as follows:

Year of Capital stock Percentage of
Subsidiaries Country Established (USD) Ownership Main business
Manufacture and
sales of automobile
KOLAO Developing Co., Ltd. Laos 1997 31,305,519 100% and motorcycle
KOLAO Holdings Singapore Holding company,
Pte., Ltd. Singapore 2013 20,000,001 100% Foreign trade
KDC Korea Co., Ltd. Korea 2013 87,367 100% Trading company
KOLAO Holdings (HM) Sales of
Singapore Pte., Ltd(*1) Singapore 2013 5,600,000 83.64% automobile
KOLAO Holdings Myanmar Sales of
Co., Ltd(*1) Myanmar 2013 24,750 99% automobile
Sales of
DAEHAN Co., Ltd(*1) Myanmar 2013 24,750 99% automobile
KOLAO Holdings Sales of
(Cambodia) Co., Ltd(*1) Cambodia 2013 100,000 100% automobile

(*1) The entities are the subsidiaries of Kolao diioys Singapore Pte., Ltd which was newly estabtish
2013 and the Group included these subsidiaridsarstope of consolidation.

(2) A summary of financial information of subsides as of and for the year ended December 31, 2013,

as follows (Unit: USD):

Total comprehensive

Subsidiaries Assets Liabilities Sales Income

KOLAO Developing Co.,

Ltd. 226,329,040 91,116,245 303,172,170 28,594,386
KOLAO Holdings

Singapore Pte., Ltd. 20,111,755 39,928 232,073 71,826
KDC Korea Co., Ltd. 99,282 4,485 - 7,430
KOLAO Holdings (HM)

Singapore Pte., Ltd 17,066,373 10,806,225 2,024,496 160,148
KOLAO Holdings

Myanmar Co., Ltd 25,100 7,073 - (6,973)
DAEHAN Co., Ltd 50,100 39,144 - (14,044)
KOLAO Holdings

(Cambodia) Co., Ltd 99,849 - - (151)

(3) A summary of cash flow of subsidiaries as af & the year ended December 31, 2013, is asvsllo

(Unit: USD):

Cash flows from operating
activities

Cash flows from investing
activities

Cash flows from financing
activities

Net (decrease)increase in

cash and cash equivalents
Cash and cash equivalents,

beginning of period
Effects of exchange rate

KOLAO Developing

KOLAO Holdings

KDC Korea Co.,

changes on cash and cash

equivalents held in
foreign currencies

Cash and cash equivalents,

end of the period

Co., Ltd(*1) Singapore Pte., Ltd(*2) Ltd.(*1)
(16,821,124) (8,386,987) 11,915
(46,562,804) (6,447,084) -
57,460,513 30,500,701 87,367
(5,923,415) 15,636,630 99,282

14,242,576 - ,
(67,285) - -
8,251,876 15,636,630 99,282
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(*1) All cash flows of Kolao Developing Co., Ltdreathe amounts before eliminating all intragroup
transaction.

(*2) The amounts of Kolao Holdings Singapore Rtdd, are the consolidated cash flow which is ineldid
all cash flows from Kolao Holdings (HM) SingaporeR Ltd., Kolao holdings Myanmar Co., Ltd.,
Daehan Co., Ltd. and Kolao Holdings (Cambodia) Cul,

(4) The percentage of ownership, net assets ariil pfmon-controlling interests as of and for Yyear
ended December 31, 2013 are as follows:

Kolao Holdings (HM) Kolao Holdings
Non-controlling interest Singapore Pte., Ltd Myanmar Co., Ltd Deahan Co., Ltd.
Percentage of ownership 16.36% 1.00% 1.00%
Net assets 526,193 180 110
Profit for the year 26,193 (70) (140)

5. SEGMENT INFORMATION:

(1) Details of products and services from whichnsegts derive their revenues

Operating segments of the Group are identifiecherbasis of internal reports about componentseof th
entity that is regularly reviewed by the Chief Caaéirg decision maker in order to allocate resoutocéke
segment and to assess its performance. The opessiments of the Group are composed of new
automobile, CKD, Motorcycle, Wholesale, AS and @she

The operating segments of the Group are as follows:

Segment Description
New automobile Engagement in the dealer busineshstybuting imported passenger cars and
commercial vehicles
Completed Knock- Selling and manufacturing CKD and used cars urfiename of ‘KOLAOQO’, after

Down(CKD) assembling and processing automobiles importediyniosin Korea

Motorcycle Designing its own model and selling pros under the name of ‘KOLAO’ after
making orders, processing and assembling of mausp

Wholesale Selling accessories and other suppliggmied for automobiles and motorcycles

AS Providing after- service and repair servicedotomobiles and motorcycles

Others Selling and buying used local automobildsaios and providing rental services

(2) Revenues and results by segments(Unit: USD)

Sales by segments Gross profit by segments
Year ended December 31, Year ended December 31,
2013 2012 2013 2012
New automobile 236,995,719 155,398,529 49,829,244 32,919,671
CKD(*1) 12,171,018 46,489,165 1,306,543 6,806,003
Motorcycle 25,751,703 22,742,143 6,294,245 5,979,129
Wholesale 14,872,969 12,588,195 1,992,197 2,243,911
AS 5,475,836 3,453,935 1,920,545 (550,851)
Others 10,161,495 4,198,756 1,027,640 480,273
305,428,740__ 244,870,723 62,370,414 47,878,136
Unallocated income and expenses (36,634,728) (21,678,905)
Profit before income tax expense 25,735,686 26,199,231
Income tax expense (415,136) (276,483)
Profit for the period 25,320,550 25,922,748

(*1) The amounts of sales and gross profit of Ckdgraent are included the used-car and self-developed
CKD Truck business launched 2013 and the sales ain® 8,678,757 and gross profit is $1,907,735.

All the revenues and results reported above arartmunts after eliminating all intragroup transacti
which are disclosed in Note 32.
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(3) Assets and liabilities by segments(Unit: USD)

Assets Liabilities
December 31, December 31, December 31, December 31,
2013 2012 2013 2012
New automobile 110,070,134 69,262,886 16,179,643 9,878,503
CKD 30,861,902 13,179,418 7,756 -
Motorcycle 19,342,071 14,593,836 431,930 -
Wholesale 11,357,205 9,041,264 9,478 53,479
AS 7,880,845 2,991,295 3,342 14,673
Others 3,649,492 575,865 - -
183,161,649 109,644,564 16,632,149 9,946,655
Unallocated assets and liabilities 141,513,991 23,535,160 50,078,870 15,638,370
Total assets and liabilities 324,675,640 133,179,724 66,711,019 25,585,025

All the assets and liabilities reported above heeamounts after eliminating all intragroup tratiseas,
which are disclosed in Note 32.

The chief operating decision maker manages easbghent’s trade receivables, inventories, property,
plant and equipment, and trade payables for thegsas of resource allocation and assessment ofesggm
performance, whereas other assets and liabilitesat allocated.

(4) Other segment information

Depreciation Acquisition of non-current assets

Year ended December 31, Year ended December 31,

2013 2012 2013 2012
New automobile 1,033,016 718,555 10,297,519 7,418,076
CKD 157,198 136,728 16,789,091 2,219,198
Motorcycle 303,880 151,401 155,555 1,085,615
Wholesale 111,899 93,797 99,796 600,908
AS 97,885 31,033 61,481 164,876
Others 113,104 5,974 651,208 200,432

1,816,982 1,137,488 28,054,650 11,689,105
(*) The amounts of acquisition on non-current as$et the years ended December 31, 2013 and 2@12 ar
included $838,718 and $1,361,397 respectively whiah transferred from inventory to vehicles.

(5) Geographical information

Although the Group operates its business in Laogarivhar and Cambodia, there is no additional
geographical information because the Group gerneratst revenue in Laos over 99%.

(6) Information about major customers

The Group’s revenues are generated from individaalers and transactions, therefore there is normaj
customer who are contributed to generating mone 1@ of total revenue.

6. CATEGORIES OF FINANCIAL INSTRUMENTS:

(1) Details of financial instruments that are cifisd as financial assets as of December 31, 20832812,
are as follows (Unit: USD):

December 31, 2013

Loans and AFS financial
Accounts Receivables Assets Total
Cash and cash equivalents 90,275,278 - 90,275,278
Short-term financial instruments 25,310,963 - 25,310,963
Trade receivables (*1) 73,906,203 - 73,906,203
Other receivable (*1) 2,420,081 - 2,420,081
191,912,525 - 191,912,525

(*1) The amounts above are included both curredtraom-current assets.
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December 31, 2012

Loans and AFS financial
Accounts Receivables Assets Total
Cash and cash equivalents 14,593,699 - 14,593,699
Short-term financial instruments - - -
Trade receivables (*1) 35,599,736 - 35,599,736
Other receivable (*1) 931,007 - 931,007
51,124,442 - 51,124,442

(*1) The amounts above are included both curresgtasand non-current assets.

(2) Details of financial instruments that are cifisg as financial liabilities as of December 3012 and
2012, are as follows (Unit: USD):
December 31, 2013
Financial liabilities  Other financial

Accounts at FVTPL liabilities Total
Trade payables - 16,632,149 16,632,149
Other financial liabilities - 4,464,371 4,464,371
- 21,096,520 21,096,520

December 31, 2012
Financial liabilities Other financial

Accounts at FVTPL liabilities Total
Trade payables - 9,946,655 9,946,655
Other financial liabilities - 2,332,998 2,332,998
- 12,279,653 12,279,653

7. CASH AND CASH EQUIVALENTS:

The Group’s cash and cash equivalents in the ciolagetl statements of financial position are theesam
the cash and cash equivalents in the consolidétehsents of cash flows. Details of cash and cash
equivalents as of December 31, 2013 and 2012 sdi@laws (Unit: USD):

December 31, December 31,
2013 2012
Cash 994,593 814,527
Financial instruments 89,280,685 13,779,172
90,275,278 14,593,699

8. TRADE RECEIVABLES:

The payback period of trade receivables is detexthbased on each customer's credit rating. ThepGrou
strictly controls the balance not collected andrttemagement reviews regularly the balance of trade
receivables that are past due. Also, the Groupshadégbosits in respect of some customers.

(1) Details of trade receivables as of Decembef813 and 2012, are as follows (Unit: USD):

December 31, December 31,
2013 2012
Trade receivables in current assets 56,117,960 30,434,113
Less: Allowances for doubtful accounts (50,854) (17,134)
Sub total 56,067,106 30,416,979
Trade receivables in non-current assets 18,807,820 6,539,167
Less: Allowances for doubtful accounts (23,788) (4,445)
Less: Discount on present value (944,935) (1,351,965)
Sub total 17,839,097 5,182,757

73,906,203 35,599,736
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The trade receivables, excluding interest-bearugivables, obtained from installment sales aresiflad

as current assets because they reach maturitynvatteé year from the end of the reporting periode Tdir
value approximates the book value because thetedfediscount is not material. The interest-bearing
receivables obtained from the installment saleschvheach maturity after one year, are classifigshan-
current assets and discount on present value adngoitd effective interest method for long-term
installment receivables is recorded. The Compaey @ interest rate of installment receivables liaata
similar credit condition, because there is no l@dkrprise that has a same credit condition.

(2) The aging analysis of the trade receivablesfaBecember 31, 2013 and 2012, is as follows(Unit:
USD):

December 31, 2013

Within 6 6 months More than
Accounts Months -1 year 1-2 years _2-3 years 3 years Total
Trade receivables 58,126,87411,408,954 5,125,707 256,004 8,241 74,925,780
Allowances for
doubtful accounts (655) (224) (54,497) (11,025) (8,241) (74,642)
58,126,219 11,408,730 5,071,210 244 979 - 74,851,138
December 31, 2012
Within 6 6 months More than
Accounts months =1 year 1-2 years _2-3 years 3 years Total
Trade receivables 33,570,409 2,410,781 933,422 38,179 20,489 36,973,280
Allowances for
doubtful accounts (726) (54) (291) (19) (20,489) (21,579)
33,569,683 2,410,727 933,131 38,160 - 36,951,701

If the trade receivables become overdue, the Grenggotiates the payment terms, such as an exteosio
due by each individual receivable. In that case Ghoup collects trade receivables and determirnesher
receivables are overdue according to the new terms.

By the individual analysis, the Group recognizepaimment loss on overdue receivables that are not
collected because the initial or new conditionsraresatisfied.

(3) Changes in allowance for doubtful accountdfieryears ended December 31, 2013 and 2012, are as
follows (Units: USD):

December 31, December 31,
2013 2012
Beginning balance 21,579 44,445
Offsetting of allowance - (19,886)
Reversal of allowance 53,063 (2,980)
Ending balance 74,642 21,579

9. OTHER RECEIVABLES:

The Group’s other receivables as of December 313 2@0d 2012, are as follows (Unit: USD):

December 31, 2013 December 31, 2012
Current Non-current Current Non-current

Short-term loans (*1) 22,594 - 56,705 -
Other accounts receivables 122,796 - 513,637 -
Accrued income 130,799 - - -
Business leasehold deposit - 2,005,000 - 305,000
Guarantee deposits - 138,892 - 55,665

276,189 2,143,892 570,342 360,665

(*1) The total amount represents interest-free $ofan employees and is deducted from employeeatisal
every month. Those loans are mostly repaid witlZimbnths so that there are no differences betwssen t
fair value and book value of loans.
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(2) The short-term loans are classified as curasséts because they reach maturity within onefyear

the end of the reporting period. The business leddedeposit related to business and mold developme
of CKD provided for Chery Automobile Co., Ltd., atlassified as non-current assets because thegtdo n
have fixed maturity dates and their expected nmigtericeeds one year. In addition, the fair value of
business guarantee deposits and guarantee degqmsitximates the book value because the effect of
discount is not material.

(3) There are no other receivables past due oriregha

10. OTHER CURRENT ASSETS:

The Group’s other current assets as of Decembe2@®13 and 2012, are as follows (Unit: USD):

December, 31 December 31,

2013 2012
Advance payments 13,152,821 1,136,240
Prepaid expenses 2,273,394 1,629,982
Other accounts receivables (*1) 1,540,830 541,495
16,967,045 3,307,717

(*1) Some of the expenditure required to settleavision is expected to be reimbursed by anothgsypa
as disclosed in Note 19, and it is virtually certdiat reimbursement will be received if the ensigjtles
the obligation. Therefore, the reimbursement iated as a separate asset and accounted for as other
accounts receivables.

11. OTHER NON-CURRENT ASSETS

The Group’s other non-current assets as of DeceBthe2013 and 2012, are as follows (Unit: USD):

December, 31 December 31,

2013 2012
Advance payments 270,368 270,368
Prepaid expenses 4,289,523 3,561,139
4,559,891 3,831,507

12. INVENTORIES:

Details of inventories as of December 31, 20132012, are as follows (Unit: USD):

December, 31 December 31,

2013 2012
Raw materials 1,746,462 2,211,837
Merchandise 40,319,258 34,669,943
Work in process 166,119 2,217,718
Finished goods 752,769 2,208,576
Goods in transit 24,351,032 14,021,958

67,335,640 55,330,032
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13. PROPERTY, PLANT AND EQUIPMENT:

(1) Property, plant and equipment as of DecembgR313 and 2012, are as follows (Unit: USD):

December 31, 2013 December 31, 2012

Acquisition Accumulated Ending  Acquisition Accumulated Ending

Assets costs depreciation__balance costs depreciation _balance
Buildings 35,801,400 (4,197,885) 31,603,515 10,242,400 (3,420,206) 6,822,194
Vehicles 3,262,328 (1,251,049) 2,011,279 2,400,605 (754,293) 1,646,312
Tools and equipment 1,840,1631,525,115) 315,048 1,749,521 (1,419,632) 329,889
Office equipment 2,092,215 (619,966) 1,472,249 1,159,569 (272,932) 886,637
Other tangible assets 330,000 (93,500) 236,500 330,000 (60,500) 269,500
Construction in progress 3,518,217 -_ 3518217 8,760,263 -__ 8,760,263

46,844,323 (7,687,515) 39,156,808 24,642,358 (5,927,563) 18,714,795

(2) Changes in the Group’s property, plant and ggent for the years ended December 31, 2013 an2, 201
are as follows (Unit; USD):

December 31, 2013

Beginning Acquisition  Transfer Ending

Assets balance (*1) (*2) Disposal Depreciation_balance
Buildings 6,822,194 8,959,000 16,600,000 - (777,679) 31,603,515
Vehicles 1,646,312 136,400 838,718 (56,365) (553,786) 2,011,279
Tools and equipment 329,889 90,642 - - (105,483) 315,048
Office equipment 886,637 932,646 - - (347,034) 1,472,249
Other tangible assets 269,500 - - - (33,000) 236,500
Construction in progress 8,760,263 11,357,954(16,600,000) - -_ 3,518,217

18,714,795 21,476,642 838,718 (56,365)_ (1,816,982) 39,156,808

(*1) The acquisition amounts above are includedd@mance payment, amounting to $2,977,084 to build a
showroom in Myanmar.
(*2) The amounts transferred from inventory to wids are $838,718.

December 31, 2012

Beginning Ending

Assets balance _Acquisition Transfer(*1) Disposal(*2) Depreciation__balance
Buildings 7,239,553 600,000 - (490,000) (527,359) 6,822,194
Vehicles 669,953 124,325 1,361,397 (178,817) (330,546) 1,646,312
Tools and equipment 190,626 228,100 - - (88,837) 329,889
Office equipment 429,363 615,020 - - (157,746) 886,637
Other tangible assets 302,500 - - - (33,000) 269,500
Construction in progress - _ 8,760,263 - 8,760,263

8,831,995 10,327,708 1,361,39 (668,817) (1,137,488) 18,714,795
(*1) The total amounts are transferred from inveyto
(*2) The amounts recognized as welfare expensalandtions are $168,860.

December, 31 December 31,

2013 2012
Selling, general and administrative expenses 1,445,375 833,931
Cost of goods manufactured 371,607 303,557

1,816,982 1,137,488
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14. INVESTMENT PROPERTY:

(1) Investment property as of December 31, 201328i@, are as follows (Unit: USD):

Acquisition Accumulated Acquisition Accumulated
Assets costs depreciation Net balance costs depreciation Net balance
Buildings 1,329,421 (131,372 1,198,049 888,421 (81,439) 806,982

(2) Changes in the Group’s investment propertytieryear ended December 31, 2013 and 2012, are as
follows (Unit: USD):

December 31, 2013

Beginning Ending
Assets balance _Acquisition Depreciation balance
Buildings 806,982 441,000 (49,933) 1,198,049
December 31, 2012
Beginning Ending
Assets balance _Acquisition Depreciation balance
Buildings 851,403 - (44,421) 806,982

(3) Details of income and expenditure for the yearded December 31, 2013 and 2012, are as follows
(Unit: USD):
December, 31 December 31,
2013 2012
Rental income 46,200 43,200

(4) The fair value of investment property cannotleéermined reliably on the grounds that comparable
market transactions are infrequent and alternaéiliable estimates of fair value are not available.

(5) The investment property is property held by@reup.

15. INTANGIBLE ASSETS

(1) Intangible assets as of December 31, 2013 @hd are as follows (Unit: USD):

December 31, 2013

Accumulated Net
Assets Acquisition cost depreciation Balance
Software 61,978 (15,406) 46,572
Development cost 2,747,058 (30,631) 2,716,427
2,809,036 (46,037) 2,762,999
December 31, 2012
Accumulated Net
Assets Acquisition cost depreciation Balance
Software 46,830 (5,059) 41,771

Development cost - - -
46,830 (5,059) 41,771
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(2) Changes in the Group’s intangible for the yearded December 31, 2013 and 2012 is as follow#:(Un

USD):
For the year ended December 31, 2013
Beginning Ending
Assets balance _Acquisition Depreciation balance
Software 41,771 15,148 (10,347) 46,572
Development cost - 2,747,058 (30,631) 2,716,427
41,771 2,762,206 (40,978) 2,762,999
For the year ended December 31, 2012
Beginning Ending
Assets balance _Acquisition Depreciation balance
Software - 46,830 (5,059) 41,771

16. OPERATING LEASE ARRANGEMENTS:

(1) The Group as lessee

The Group has 25 lease contracts as of Decemb@0338, which is accounted for as operating leases.
Details of the lease contracts that the Group Raswded are as follows (Unit: USD):

Gross lease
Location Leased assets Issue date Expiry date payments

Savannakhet Province Factory land 2002- 07- 01 208130 32,500
Vientiane Showroom 2005- 02- 09 2015- 02- 09 22,65
Vientiane Factory land 2006- 09- 15 2021- 09- 14 1,344
Bolikhamsai Province Showroom 2009- 06- 11 2030-011- 135,000
Vientiane Showroom 2009- 07- 01 2029- 07- 01 420,0
Vientiane Factory land 2009- 07- 01 2019- 07- 01 1,133
Vientiane Showroom 2009- 09- 01 2024- 09- 01 260,0
Vientiane Showroom 2010- 01- 01 2015- 12- 31 120,0
Vientiane Factory land 2010- 10- 08 2025- 10- 07 6,785
Champasak Province Showroom 2010- 10- 16 2025-30-1 182,400
Vientiane Office Building 2010- 11-01 2015- 10- 31 1,994,916
Vientiane Office Building 2011-01-01 2015-12-31 1,493,100
Vientiane Showroom 2011- 04- 01 2021- 03- 31 5,982
Vientiane Factory land 2011- 09-01 2041- 08- 31 32,585
Vientiane Factory land 2011- 09-01 2026- 08- 31 278,375
Savannakhet Province Showroom 2012- 01- 01 2017312 211,680
Vientiane Training Institut 2012- 03-01 2027- @3- 384,000
Vientiane Company housing  2012- 03- 01 2027- 03-01 240,000
Vientiane Showroom 2012- 04- 01 2022- 03- 31 300,5
Champasak Province Showroom 2012- 09- 01 2030-D8- 3 171,000
Vientiane NB Village land 2012- 12-01 2042- 11- 30 827,500
Savannakhet Province CKD factory land 2012- 12- 12 2072- 12- 12 617,012
Savannakhet Province Showroom 2013-01- 14 2023191 3,357,000
Vientiane Showroom 2013-12-01 2018- 11- 30 1,200
Savannakhet Province Showroom 2017- 01- 02 202:70D1 15,571

18,604,955

When the operating lease contract is terminatezritbe renewed with both parties’ consent.

Both

parties can also change the amount of lease pagroensidering financial condition at the time of

renewing the lease contract.
the expiry of the lease periods.

However, the Grouws ehot have an option to purchase the leased tand a

According to the operating lease contract, the @maeognized as lease expenses amounting to $2332,
and $2,043,742 for the years ended December 3B, &0d 2012, respectively. And the amounts
allocated as cost of sales are $239,324 and $157961he year ended December 31, 2013 and 2012.
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Minimum lease payments that the Group will makesegpiently as of December 31, 2013, are as follows
(Unit: USD):

Year ended December 31, Minimum lease payments

2014 1,621,363

2015 ~ 2018 6,381,951

2019 and thereafter 5,947,837
13,951,151

The prepaid amounts for minimum lease payment &858,818 as of December 31, 2013.

(2) The Group as lessor

The Group provides the investment property to slesinder operating lease and the lease termas sev
years. The lessee has the option to continue se e asset for 30 years and does not have thegsar

option at the expiration of the lease term.

Minimum lease payments that the Group will makesegfpiently as of December 31, 2013, are as follows
(Unit: USD):

Year ended December 31, Minimum lease payments

2014 52,200
2015 ~ 2018 136,800
189,000

The Group recognized the advance received for mimirfease payments amounting to $189,000 as other
current liabilities(Rent received in advance) ia ttonsolidated statements as of December 31, 2013.

17. TRADE PAYABLES:

Details of the Group’s trade payables as of Decer@be2013 and 2012, are as follows (Unit: USD):

December 31, December 31,
2013 2012
Trade payables 16,632,149 9,946,655

18. BORROWINGS:

(1) Borrowings as of December 31, 2013 and 20Xaarfollows (Unit: USD):

December 31, 2013 December 31, 2012
Current Non-current Current Non-current
Short-term borrowings 6,289,970 - 10,609,257 -
Debentures 14,147,700 21,713,547 -

20,437,670 21,713,547 10,609,257 -

(2) Details of the Group’s short-term borrowingd®ecember 31, 2013 and 2012, are as follows
(Unit: USD):

Description Creditor Interest rate 2013 2012
L/ICTR ANZ Bank(LAO) Limited(*1) 9.00% 6,289,970 7,102,912
L/ICTR Indochina Bank Limited(*1) - - 3,506,345

6,289,970__ 10,609,257

(*1) Land and building are pledged through the majmareholder and its related parties as collateral
the borrowings of ANZ Bank(LAO) Limited.
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(3) Details of the Group’s debenture as of Decen3lie?2013, are as follows (Unit: USD):

Description Interest rate Maturity Current Non-current
1° Private placed bond 8.20% 4/11/2016 - 21,794,750
2" Private placed bond 7.70% 5/30/2014 14,213,968 -
Less: Discount on debentures(*1) (66,268) (81,203)
Total(*2) 14,147,700 21,713,547

(*1) The Group recognized the interest expenselifsrount on debentures amounting to $121,712.
(*2) All debentures issued in KRW, and the Groupognized $2,524,659 as loss on foreign currency
translation.

19. PROVISIONS:

(1) Details of the Group’s provisions as of Decentiilg 2013 and 2012, are as follows (Unit: USD):

December 31, 2013 December 31, 2012
Non- Non-
Description Current  _ Current Total Current  _ Current Total
Provisions for product warranties 523 256 1,042,456 1,565,712 212,798 363,719 576,517
Provisions for return products 519,017 - 519,017 718,891 - 718,891

1,042,273_1,042,456_2,084,729_ 931,689 _ 363,719 _1,295,408

As the Group provides repair service, free of cbafgr a certain period to customers who purchised
products, estimated costs of future repair seraieeaccounted for as provisions for product wareant
In addition, the Group records the gross profitrfrestimated return on product sales as a provfsion
return products.

(2) Changes in the Group’s provisions for produatranties for the years ended December 31, 2013 and
2012, are as follows (Unit: USD):

For the years ended December 31,

2013 2012
Beginning balanc 576,517 472,036
Increase in provisions (* 1,973,518 516,583
Use of provision (984,323) (412,102)
Ending balanc 1,565,712 576,517

(*1) Some of the expenditure required to settleavision is expected to be reimbursed by anothgsypa
and it is virtually certain that reimbursement vai# received if the entity settles the obligatibherefore,
the reimbursement is treated as a separate assatenounted for as other accounts receivables. The

expense relating to the provision is presentedphtite amount of $1,339,487 and $385,493 that was
recognized as the separate asset, as part ofgsgléneral and administrative expenses in the didiased

statements of comprehensive income (see Note 10).

(3) Changes in the Group's provisions for returadurcts for the years ended December 31, 2013 at, 20
are as follows (Unit: USD):

For the years ended December 31,

2013 2012
Beginning balanc 718,891 766,962
Increas(reversal) in provisions (87,231) 98,749
Use of provision (112,643) (146,820)

Ending balanc 519,017 718,891
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20.0THER FINANCIAL LIABILITIES:

Details of the Group’s other financial liabilitias of December 31, 2013 and 2012, are as follows
(Unit: USD):

December 31, December 31,
2013 2012
Other account payables 800,548 521,232
Accrued expenses 3,663,823 1,811,766
4,464,371 2,332,998

21. OTHER CURRENT LIABILITIES:

Other current liabilities of the Group as of DecemB1, 2013 and 2012, are as follows (Unit: USD):

December 31, December 31,
2013 2012
Withholdings 118,323 70,418
Advances received 501,174 648,167
Rental income received in advance 189,000 223,200
Value added taxes withheld 271,920 22,673
Consumption taxes withheld 298,136 324,952
1,378,553 1,289,410

22. INCOME TAX EXPENSES:

(1) Details of the Group’s income tax receivabld arcome tax payable as of December 31, 2013 and
2012, are as follows (Unit: USD):

December 31, December 31,
2013 2012
Income tax receivable 782,683 22,478
Income tax payable - 111,297

The Company was established in Cayman Islandssab@0% corporate tax exempt. On the other hand,
Kolao Developing Co., Ltd., is a subsidiaries aacognized as a foreign-invested entity under thasLa
Law. As aresult, corporate tax is 24% of taxabtefits. The amount of a subsidiaries taxable ineasn
determined by taxation authorities at the end wfars. When determining the amount of taxablerime,
differences between accounting income and taxaiblenie of the current year do not carry over to dedu
from or add to the future taxable income.

(2) The comparison between income and income tpereses for the years ended December 31, 2013 and
2012, are as follows (Unit: USD):

For the years ended December 31,

2013 2012
Profit before income tax expenses 25,735,686 26,199,231
Income tax expenses 415,136 276,483

Effective tax rate 1.61% 1.06%
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23. CAPITAL AND OTHER ISSUED CAPITAL:

(1) Details associated with the Company’s sharéalags of December 31, 2013 and 2012, are aswsllo

December 31, December 31,

2013 2012
Number of shares authorized (*1) 160,000,000 sh&f£5000,000 shares
Par value $0.25 $0.25
Number of shares issued 45,160,000 shaf#;400,000 shares
Share capital $11,290,000 $9,600,000

(*1) Preferred shares(40,000,000) are includetiénnumber of authorized shares as of December03B 2
and 2012.

(2) Changes in share capital for the years endegmber 31, 2013 and 2012, are as follows (Unit: YSD

For the years ended December 31,

2013 2012
Beginning balance 9,600,000 9,600,000
Dividend of stocks(*1) 480,000 -
Issuing new shares (*1) 1,210,000 -
Ending balance 11,290,000 9,600,000

(*1) The number of issued shares are increasedolsk slividend(1,920,000 shares) and issuing newesha
(4,840,000shares) for Global Depositary Receipt(GEDRSingapore Stock Exchange Market.

(3) Details associated with the Company’s otharadscapital as of December 31, 2013 and 2012,sare a
follows (Unit: USD):

December 31, December 31,
2013 2012
Paid in capital in excess of par value 144,934,903 21,281,621
Stock options 167,585 -
145,102,488 21,281,621

(4) Changes in other issued capital for the yeadeé December 31, 2013 and 2012, are as follows
(Unit: USD):

For the years ended December 31,

2013 2012
Beginning balance 21,281,621 21,281,621
Stock option 167,585 -
Issuing new stocks 123,653,282 -
Ending balance 145,102,488 21,281,621

24. RETAINED EARNINGS AND DIVIDENDS:

(1) Changes in retained earnings of the Companthfoyears ended December 31, 2013 and 2012, are as
follows (Unit: USD):

For the years ended December 31,

2013 2012
Beginning balance 76,713,078 51,696,491
Payment of dividends (961,995) (906,161)
Profit for the year 25,294,567 25,922,748

Ending balance 101,045,650 76,713,078
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(2) Details of the paid dividends for the year eh@d@cember 31, 2013 and 2012, are as follows:

For the year ended December 31, 2013

Cash dividend Stock dividend
Number of issued shares 38,400,000 shares 38,400,000 shares
Number of shares entitled to dividends 38,400,000 shares 38,400,000 shares
Dividends per share KRW 13 0.05 shares
Amount of dividends $481,995 $480,000
Amount of share dividends - 1,920,000 shares

For the year ended December 31, 2012

Cash dividend Stock dividend
Number of issued shares 38,400,000 shares -
Number of shares entitled to dividends 11,732,720 shares -
Dividends per share(*1) KRW 92.26 -
Amount of dividends $906,161

(*1) Total amount of dividends $906,161 is diffetiahdividends that paying KRW 92.26($0.08) perrgha
except major shareholder’s stockholding(26,667 st@&fres).

(3) The dividends were proposed before the datepfoving consolidated financial statements, bey th
are subject to approval at the general meetingpafedholders and have not been recorded as atlabili
Details of the proposed dividends are as follows:

Cash dividend Stock dividend
Number of issued shares 45,160,000 shares 45,160,000 shares
Number of shares entitled to dividends 45,160,000 shares 45,160,000 shares
Dividends per share KRW 12 0.06 shares
Amount of dividends KRW 541,920,000 $677,400
Amount of share dividends - 2,709,600 shares

25. REVENUES:

Revenues generated from the Group’s product satkservice rendered for the years ended December 31
2013 and 2012, are as follows (Unit: USD):

For the years ended December 31,

2013 2012
New automobile sales 236,995,719 155,398,529
CKD 12,171,018 46,489,165
Motorcycle sales 25,751,703 22,742,143
Wholesales 14,872,969 12,588,195
AS charges 5,475,836 3,453,935
Others 10,161,495 4,198,756

305,428,740 244,870,723
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26. EXPENSES CLASSIFICATION ACCORDING TO NATURE:

Details of expenses classified according to ndtur¢ghe years ended December 31, 2013 and 2012sare

follows (Unit: USD):

For the year ended December 31, 2013

Selling, general
and administrative

Cost of sales expenses Total

Changes in inventory 200,938,573 - 200,938,573
Finished goods 6,464,529 - 6,464,529
Work in progress (2,051,598) - (2,051,598)
Merchandise 196,525,642 - 196,525,642
Use of raw materials 19,797,927 - 19,797,927
Salaries 2,535,389 11,787,889 14,323,278
Depreciation 371,607 1,445,375 1,816,982
Taxes and dues 2,407,063 612,624 3,019,687
Supplies 15,879,854 991,702 16,871,556
Others 1,127,913 16,701,440 17,829,353
243,058,326 31,539,030 274,597,356

For the year ended December 31, 2012

Selling, general
and administrative

Cost of sales expenses Total

Changes in inventory 127,123,658 - 127,123,658
Finished goods 6,009,358 - 6,009,358
Work in progress 13,192,442 - 13,192,442
Merchandise 107,921,858 - 107,921,858
Use of raw materials 22,420,827 - 22,420,827
Salaries 2,537,011 8,290,176 10,827,187
Depreciation 303,557 833,931 1,137,488
Taxes and dues 30,917,170 481,989 31,399,159
Supplies 1,970,761 679,643 2,650,404
Others 11,719,603 11,535,030 23,254,633
196,992,587 21,820,769 218,813,356

27. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES:

The Group’s selling, general and administrativeemges for the years ended December 31, 2013 al 201
are as follows (Unit; USD):

For the years ended December 31,

2013 2012
Salaries 11,787,889 8,290,176
Entertainment 950,182 858,537
Advertisement 786,551 957,596
Sales promotion cost 4,830,607 3,516,703
Sales commission 426,910 222,910
Increase in provisions for product warranties 634,031 131,090
Lease 2,200,932 2,002,183
Depreciation 1,445,375 833,931
Taxes and dues 612,624 481,989
Supplies 991,702 679,643
Fees and charges 2,518,478 1,431,126
Other 4,353,749 2,414,885

31,539,030 21,820,769




- 31 -

28. EINANCIAL INCOME AND EXPENSES:

(1) The Group’s finance income for the years endedember 31, 2013 and 2012, are interest income
earned on the following (Unit: USD):

For the years ended December 31,

2013 2012

Cash and cash equivalent 131,279 43,645
Short-term financial instruments 170,398 13,367
Trade receivables 778,323 131,297
Interest income 1,080,000 188,309

Gains on valuation of financial asset at fair
value through profit or loss 68,465 -

Gain on foreign currency exchange

transactions and translation 445,016 -
Total 1,593,481 188,309

(2) The Group's finance expenses are interest esgeeof borrowings and the details for the yeargénd
December 31, 2013 and 2012, are as follows (UrDYJ

For the years ended December 31,

2013 2012
Interest expenses 4,132,767 349,691
Loss on foreign currency exchange
transactions and translation 2,559,222 -
6,691,989 349,691

29. OTHER INCOME AND EXPENSES:

The Group’s other income and expenses for the yarated December 31, 2013 and 2012, are as follows
(Unit: USD):

For the year ended December, 31

2013 2012

Gain on foreign currency exchange transactionsti@mglation 1,066,055 380,903
Rental income 46,200 43,200
Gain on disposal of property, plant and equipment 31,835 15,905
Miscellaneous incomes 542,147 215,204

Total 1,686,237 655,212
Loss on foreign currency exchange transactiongrandlation (1,498,712) (85,342)
Depreciation in investment property (49,934) (44,421)
Donation (134,519) (182,018)
Miscellaneous expenses (262) (40,185)

Total (1,683,427) (351,966)

(*) The Group did not include the other income amgenses in the operating income for the year ended
December 31, 2012 due to temporarily changingritermal accounting policy.

30. EARNINGS PER SHARE:

(1) The Group’s earnings per share for the years ebgedgmber 31, 2013 and 2012, are as follows:

For the year ended December, 31

2013 2012(*)
Profit attributable to owners of the parent(USD) 5,284,567 25,922,748
Weighted-average number of shares (shares) 40887, 40,320,000
Basic and diluted earnings per share (USD) 0.62 0.64

(*) The basic and diluted earning per share in 2042 adjusted retrospectively due to the effecttotk
dividends declared in 2013.
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Although the Group had stock options as of Decen¥ier2013, the diluted earning per share is theesam
with the basic earning per share due to their @ihitive effect.

(2) Weighted-average number of shares calculationhieryears ended December 31, 2013 and 2012, are
as follows(Unit: Share)

For the year ended December 31, 2013

Weighted umber of common
Date Number of shares value(day) shares outstanding

Beginning balance  2013.1.1 40,320,000 326/365 36,011,836
Issuing new stock  2013.11.22 45,160,000 39/365 4,825,315
40,837,151

For the year ended December 31, 2012
Weighted umber of common
Date Number of shares value(day)  shares outstanding
Beginning balance  2012.1.1 40,320,000 366/366 40,320,000

31. PAYMENT GUARANTEES AND COMMITMENTS:

(1) Details of the Group’s major contractual comm@nts for purchase as of December 31, 2013, are as
follows:

Contract Commitments for
counterparty Contract term minimum purchase Other
Hyundai Motors 2013.1.1 ~ 2013.1.1~2013.12.31: 5,000cardecision on whether to renew

2014.12.31 2014.1.1~2014.12.31: 6,000cars before the expiry of the
contract period
Kia Motors 2011.12.1 ~ 2011.12.1~2012.11.30: 1,700caf3ecision on extending or
2014.11.30 2012.12.1~2013.11.30: 1,800carsenewing the contract by
2013.12.1~2014.11.30: 1,900carsnutual consent four months
before the expiration date

Chery Automobile 2013.1.1~ 2013.1.1~2013.12.31: 400 cars -
Co., Ltd. 2013.12.31
2014.1.1 ~ 2014.1.1~2014.12.31: 400 cars -
2014.12.31

(2) The details of the Group’s major commitmentthviinancial institutions as of December 31, 2018 a
as follows(Unit: USD)

Financial institution Agreement amounts Used amounts Description
40,000,00 - USANCE L/C
ANZ Bank(*1) 15,000,001 6,289,770 Trust Receipt
Comprehensive limit
Indochina Bank Co., Ltd(*1) 32,000,00 - USANCE L/C, TR(*2)
Comprehensive limit
KB Bank(Hong Kong) 6,000,000 - LIC, TR

(*1) With regard to Usance L/C of ANZ Bank and ltiima Bank Co., Ltd. the amounts with opened but
not used are $11,726,241 and $29,600,381 resplyctis®f December 31, 2013.
(*2) In the comprehensive limit, it's included thmit of Trust Receipt amounting to $16 million.
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32. RELATED-PARTY TRANSACTIONS:

(1) The Group’s related parties as of DecembelB13, are as follows:

Corporate Name
Other related party  Kolao Farm Co., Ltd.

KLD Computer Co., Ltd. (K-plaza)
GLOVIA Co., Ltd.
GLOVIA Lao Co., Ltd.
Kolao I-Tech Construction Co., Ltd.
I-Furniuture Lao Co., Ltd.
Indochina Bank Co., Ltd.
Lanxang media Co., Ltd.
Kolao Import&Export Co., Ltd.
Kolao Resort Co., Ltd.

(2) Details of transactions with related partiestfe years ended December 31, 2013 and 2012sare a
follows (Unit: USD):

Related party Account 2013 2012
Cost of sales 295,238 23,830
GLOVIA Co., Ltd. Selling, general and administrative expenses 2,459 -
Kolao I-Tech Construction Acquisition of propenyant and equipment 18,755,000 8,350,000
Acquisition of property, plant and equipment 578,03 -
I-Furniture Lao Co., Ltd. Selling, general and administrative expenses 34,923 -
Cost of sales 210,710 185,925
Selling, general and administrative expenses 15,885 19,133
Other income 180,000 -
Financial income 196,677 177,911
Indochina Bank Co., Ltd. Financial expenses 854,403 124,058
Lanxang media Co., Ltd. Selling, general and adstiafive expenses 261,803 61,973
Kolao import&export Co.,Ltd. Acquisition of property, plant and equipment - 214,981

(3) The outstanding balances with related partsesfdecember 31, 2013 and 2012, are as follows
(Unit: USD):

Related party Account 2013 2012
Cash and cash equivalents 6,705,281 11,672,849
Short-term financial instruments 21,987,841 -
Other current liabilities 12,008,064 3,548,242
Indochina Bank Co., Ltd. Short-term borrowings - 3,506,345
GLOVIA Co., Ltd. Prepaid expenses - 1,143

(4) Compensation of key management personnel

Compensations of directors and other members ofil@yagement personnel for the years ended
December 31, 2013 and 2012, are as follows (UrDYJ

2013 2012
Salaries 1,189,782 759,486
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33. EINANCIAL RISK MANAGEMENT:

(1) Capital risk management

The Group manages its capital to ensure that esfiti the Group will be able to continue as going
concerns while maximizing the return to sharehadlerough the optimization of the debt and equity
balance. In order to maintain such optimizatiothef debt and equity balance, the Group may adjust
dividend payments, issue of shares and reductiaaital. The Group applied the same capital risk
management strategy that was applied in the pdar.y

The Group manages its capital based on the dedxgudy ratio. This ratio is calculated by dividitagjal
liabilities by capital in the consolidated statemsenf financial position. Debt-to-equity ratios five years
ended December 31, 2013 and 2012, are as follow: (USD):

2013 2012(*1)
Liabilities 66,711,019 25,562,547
Equity 257,964,621 107,594,699
Debt-to-equity ratio 25.86% 23.76%

(*1) The liabilities in 2012 was the net amounteabffsetting the income tax receivables and pkegab
(2) Financial risk management

The Group is exposed to diverse financial risksluding market risk (foreign exchange risk, pritsk and
interest rate risk), credit risk and liquidity riak a result of its operating activities. The psof risk
management of the Group is to identify the poténigés to financial performance and minimize those
risks to a degree acceptable to the Group. ThedBafaDirectors approved the Group’s financial risk
management policy to be managed by the treasugrtheent of the Group, which collaborates with other
sales departments to identify, assess and evade fimancial risks. The Group applied the samenfired
risk management strategy that was applied in ttoe period.

1) Market risk
(a) Foreign exchange risk

Foreign exchange risk refers to the risk that #ievialue of a financial instrument will fluctudbecause of
changes in foreign exchange rates. The Group’sgioexchange risk occurs when forecast transactions
and recognized assets and liabilities are not ptedén USD that is a functional currency.

Except sales of the Group’s motorcycle segmentateapresented in BAHT, most of sales and operating
costs are presented in USD. The Group’s manageedieves that foreign exchange risk relating to
motorcycle sales in USD is limited because the mamgnt maintains flexible prices for motorcycles in
BAHT considering exchange rate changes.

The Group does not have any hedging instrumentda@doreign exchange risk, and in order to avoid
transaction risk, it uses a method that allows arhoeceived from and paid to each of currency tthiee
same. The Group’s foreign assets and liabilitiesfa3ecember 31, 2013 and 2012, are as follows:
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For the year ended December 31, 2013
(Book value)

(Book value) (Book value)

BAHT USD KIP USD KRW USD
Foreign assets:
Cash and cash
equivalent 34,320,439 1,054,391 33,041,060,718 4,122,959 3,937,113,714 3,730,800
Trade receivables 12,373,914 380,151 - - - -
Other receivables - - 13,900,000 1,734 122,332,771 115,922
Income tax
receivables - - 6,416,836,221 800,712 - -
46,694,353 1,434,542 39,471,796,939 4,925,405 4,059,446,485 3,846,722
Foreign liabilities:
Current
debentures - - - - 14,930,067,660 14,147,700
Non-current
debentures - - - - 22,914,306,806 21,713,547
Other financial
liabilities 507,057 15,578 - - 513,220,890 486,327
Other current
liabilities 55,230 1,697 39,604,000 4,942 - -
562,287 17,275 39,604,000 4,942 38,357,595,35 36,347,574
For the year ended December 31, 2012
(Book value) (Book value) (Book value)
BAHT USD KIP Ush KRW uUsh
Foreign assets:
Cash and cash
equivalent 24,261,202 792,332 17,509,757,599 2,191,725 357,315,758 333,597
Trade receivables 284,021,011 9,275,670 - - - -
Other receivables - - 522,500 65 65,217,450 60,888
Other current
assets - - - - 679,190 634
308,282,213 _ 10,068,002 17,510,280,099 2,191,790 _ 423,212,398 395,119
Foreign liabilities:
Other financial
liabilities 3,266,954 106,693 1,137,025,217 142,323 42,824,460 39,982
Other current
liabilities 79,300 2,590 2,777,190,662 347,626 17,535,730 16,372
Income tax
payable - - 709,581,788 88,820 - -
3,346,254 109,283 _4,623,797,667 578,769 60,360,190 56,354

The Group measures foreign exchange risk causeddhange rate fluctuation on a regular basis.rimnge
of functional currency as of December 31, 2013 201tP, effects of a 10% change in exchange rate of
each of foreign currencies on profit or loss aréodews (Unit: USD):

For the year ended December 31, 2013
Profit (loss) before income tax
Increased by 10% Decreased by 10%

BAHT (BAHT/USD) (141,727) 141,727

KIP (KIP/USD) (492,046) 492,046

KRW (KRW/USD) 3,250,085 (3,250,085)
2,616,312 (2,616,312)




- 36 -

For the year ended December 31, 2012
Profit (loss) before income tax

Increased by 10% Decreased by 10%
BAHT (BAHT/USD) (995,872) 995,872
KIP (KIP/USD) (161,302) 161,302
KRW (KRW/USD) (33,877) 33,877
(1,191,051) 1,191,051

The above sensitivity analysis was applied to memyedssets and liabilities denominated in foreign
currencies other than the functional currency atethd of the reporting period.

(b) Price risk

Price risk refers to the risk that the fair valudidure cash flows of a financial instrument Willctuate
because of changes in market prices other thae #ising from interest rate risk or currency rike
Group was exposed to price risk of its equity siiesrthat were classified as AFS financial assethe
consolidated statement of financial position ofphier period. The Group has invested in non-maatidet
equity securities by exercising the managemendignuents, and the Group does not have any separate
investment strategy for equity securities. As &f &md of the reporting period, the Group does awvélany
AFS financial assets.

(c) Interest rate risk

Interest rate risk refers to the risk that the failue or future cash flows of a financial instrurneill
fluctuate because of changes in market interess rathe Group has financial liabilities, such as
borrowings, as of the end of the reporting perat therefore, it is exposed to interest rate fisle
Group’s management has established diverse seategimanage interest rate risk derived from
refinancing and renewal of borrowings. As of the ehthe reporting period, the Group does not teave
liabilities that are exposed to interest rate risk.

2) Credit risk

Credit risk refers to the risk that one party tinancial instrument will cause a financial loss foe other
party by failing to discharge an obligation. Theo@v has adopted a policy of only dealing with rapldg
counterparties and obtaining sufficient collatewdiere appropriate, as a means of mitigating #leof
financial loss from defaults.

Customers’ credit is evaluated upon their finanstatus, sales history and other factors. Basatisn
information, the Group limits the aggregate amamt receives security or certain amount of defiasit
customers. The Group regularly monitors custonw@eglit ratings, checks on the counterparties’ ¢redi
limit and readjusts deposit or aggregate amoutraofactions. The Group concluded that credit risk
exposure to any single counterparty is not material

3) Liquidity risk

Liquidity risk refers to risk caused by being urets raise enough funds to fulfill all the termdiagancial
contracts by its maturity date. The Group createstserm and long-term fund management plans and
analyzes and reviews actual cash outflow and itgeuto correspond the maturity of financial ligkeb
and assets in order to manage liquidity. Managemitite Group believes that financial liability mbg
redeemed by cash inflow arising from operatingvétedis and financial assets.
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The Group’s financial liabilities by residual caamttual maturity as of December 31, 2013 and 202, a
classified as follows (Unit: USD):

December 31, 2013

Less than More than
1 year 1~2 years 2 years Total
Trade payable 16,632,149 - - 16,632,149
Other financial liabilities 4,464,371 - - 4,464,371
Short-term borrowings 20,437,670 - - 20,437,670
Long-term borrowings - - 21,713,547 21,713,547
41,534,190 - 21,713,547 63,247,737
December 31, 2012
Less than More than
1 year 1~2 years 2 years Total
Trade payable 9,946,655 - - 9,946,655
Other financial liabilities 2,332,998 - - 2,332,998
Short-term borrowings 10,942,405 - - 10,942,405
23,222,058 - - 23,222,058

These amounts are the contractual undiscountedfloashand are classified based on the earliest
contractual maturity date.

The Group’s financial assets by residual contrdchaurity as of December 31, 2013 and 2012, are
classified as follows (Unit: USD):
December 31, 2013

Less than More than
1 year 1~2 years 2 years Total
Cash and cash equivalents 90,275,278 - - 90,275,278
Short-term financial
instruments 25,310,963 - - 25,310,963
Trade receivables(*1) 56,117,960 18,543,575 264,245 74,925,780
Other receivable(*1) 276,189 2,143,892 - 2,420,081
171,980,390 20,687,467 264,245 192,932,102
December 31, 2012
Less than More than
1 year 1~2 years 2 years Total
Cash and cash equivalents 14,593,699 - - 14,593,699
Short-term financial
instruments - - - -
Trade receivables (*1) 35,981,190 933,422 58,668 36,973,280
Other receivable (*1) 570,342 360,665 - 931,007
51,145,231 1,294,087 58,668 52,497,986

(*1) The amounts above are includeed both curredtrmn-current assets.
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(3) Fair value estimation

The fair values of financial instruments (i.e. dirtial assets held for trading and financial assEf)
traded on active markets are determined with raferéo quoted market prices. The Group uses therur
bid price as the quoted market price for its finahassets.

The fair values of financial instruments not tradedctive markets (i.e., non-marketable AFS finahc
assets) are determined using a valuation technitheeGroup uses various valuation techniques arigega
assumptions based on current market conditiorteeagnd of the reporting period. The Group receives
information about fair values from external evailolatagencies that are trustworthy in Korea in otder
use it for the Group’s non-marketable AFS finanaisdets, payment guarantee liabilities and deviwati
financial instruments. The fair values of long-tdrabilities are determined using market priceslealer
quotes for similar instruments. Where such pricesnat available, a discounted cash flow analysis o
other valuation technique is performed to meashe# fair values.

The fair values of trade receivable and other ketBes are approximated as their carrying valigs, le
impairment loss. The Group estimates the fair \@bfdinancial liabilities as the present valuddfire
contractual cash flows discounted based on cumanket rates applied to similar financial instrutisen
Meanwhile, since the carrying amount that expiréhiw 12 months is not materially affected by the
discount effect, repayment at maturity is conside¢oeapproximate its fair value.

The following provides an analysis of financialtignents that are measured subsequent to initial
recognition at fair value, grouped into Levels Btbased on the degree to which the fair value is
observable:

- Level 1: Fair value measurements are those defreen quoted prices (unadjusted) in active markats
identical assets or liabilities.

- Level 2: Fair value measurements are those difreen inputs other than quoted prices includedhiwit
Level 1 that are observable for the asset or ligh@ither directly (i.e., as prices) or indirgcfl.e.,
derived from prices).

- Level 3: Fair value measurements are those dfreen valuation techniques that include inputstfar
asset or liability that are not based on observaigieket data (unobservable inputs).

The Group has no financial instruments that aresomea subsequent to initial recognition at faitueal

34. NON-CASH TRANSACTIONS:

Major non-cash transactions that were not includetie consolidated statements of cash flows fer th
years ended December 31, 2013 and 2012, are aw$o{Unit: USD):

2013 2012
Write-off of trade receivables - 19,886
Transfer to vehicles from inventories 838,718 1,361,397

Transfer to buildings from construction in progress 16,600,000 -
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35. SHARE-BASED PAYMENT

As of May 27, 2013, the Group granted 150,000 stqations with an exercise price of KRW 30,782 per
share and a vesting period of five years to eadts afirectors and employees, conditional on them
remaining in employment for three years. The stmutions can only be equity settled. The Group
applies a binomial option pricing model to deterenihe fair value of share-based payments and ocenssid
the following assumptions:

Description Amount

Stock price at grant date(Unit: Won) 31,850
Exercise price(Unit: Won) 30,782
Expected volatility 0.344948297
Option maturity May 26, 2018
Dividend yield -

Risk-free rate applied 2.70%
Expected expiration rate 15.83%

The Group recognized $167,585 as compensation sgdenthe year ended December 31, 2013.

36. EVENTS AFTER THE REPORTING PERIOD

(1) Through a resolution of the Board of Directbesd on January 17, 2014, the Company decided to
loan to Kolao Developing Co., Ltd amounting to 101,000 and the maturity date is to January 165201

(2) As of March 12, 2014, the Company establishéidancial holding company in Hong-Kong, LVMC
Investment Ltd., for the purpose of integrating fihancial business and improvement of synergy. e Th
number of share outstanding is 13,000,000 anddheadue is $1, and the Company acquired 100%eof th
shares by investing $13,000,000.

(3) Through a resolution of the Board of Directbedd on February 28, 2014, the Company decided to
purchase 16% of the shares of S&T Motors for takiagr the control and the acquisition date was Marc
19, 2014. The number of shares purchased is 128%@t a total amount to KRW 15,999,999,582.
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Independent Accountant’s Review Report
on Internal Accounting Control System (“IACS”)

English Translation of a Report Originally Issuackiorean

To the Representative Director of
Kolao Holdings

We have reviewed the accompanying Report on thealglament’s Assessment of IACS (the
“Management’s Report”) of Kolao Holdings (the “Coamy”) as of December 31, 2013. The
Management's Report, and the design and operatibhGs are the responsibility of the Company’s
management. Our responsibility is to review thenbtgement’s Report and issue a review report based o
our procedures. The Company’s management statiye imccompanying Management’s Report that
“based on the assessment of the IACS as of Decedih@013, the Company’s IACS has been
appropriately designed and is operating effectieayf December 31, 2013, in all material respéuts,
accordance with the IACS Framework establishechbyorea Listed Companies Association.”

We conducted our review in accordance with the |1AR&Siew Standards established by the Korean
Institute of Certified Public Accountants. Thosanslards require that we plan and perform a reviasy,
objective of which is to obtain a lower level obagance than an audit, of the Management’s Repatt i
material respects. Areview includes obtainingiaderstanding of a company’s IACS and making
inquiries regarding the Management’s Report anc&snmdieemed necessary, performing a limited inspectio
of underlying documents and other limited procedure

The Company’s IACS represents internal accountoligies and a system to manage and operate such
policies to provide reasonable assurance regattgeliability of consolidated financial statenment
prepared, in accordance with IFRS, for the purmdg@eparing and disclosing reliable accounting
information. Because of its inherent limitatiolCS may not prevent or detect a material misstatgm
of the consolidated financial statements.  Alsojgrtions of any evaluation of effectiveness o€i&to
future periods are subject to the risk that costrohy become inadequate because of changes irtioosdi
or that the degree of compliance with the policdeprocedures may deteriorate.

Based on our review, nothing has come to our atterthat causes us to believe that the Management'’s
Report referred to above is not fairly stated,limaterial respects, in accordance with the IACS
Framework established by the Korea Listed Compakéssciation.

Our review is based on the Company’s IACS as ofelddser 31, 2013, and we did not review its IACS
subsequent to December 31, 2013. This reportéas prepared pursuant to Article 63-4 of the KOSPI
Market Listing Regulation and the Acts on Extervatlit for Stock Companies in the Republic of Korea
and may not be appropriate for other purposesrastfeer users.

Deloise Anjin LLC

March 20, 2014

Notice to Readers

This report is annexed in relation to the audithef consolidated financial statements as of Deceibe
2013, and the review of internal accounting conggatem pursuant to Article 63-4 of the KOSPI Marke
Listing Regulation and Acts on External Audit fan& Companies in the Republic of Korea.
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Report on the Assessment of
Internal Accounting Contral System (“LACS™)

Esglish Transhibon ofa Repert Criginnlbly lisued in Keecan

T thee Boardd 1l Dliwctirs end Awdh Commitee of
Ko Hol disgs

1,y the Internal Agcounting Control Offleer (“IACO" ol Kolno Holdings (“the Compuny™, assessed the
sakan o B design and cperaion af the Company's [ACS for the yeur éndet] December 31, 2013

The Company”s managensent including 1400 |s responsibie for designing smd opemiisg 1ACS,
1w the WACYY, agsmssod wivether the BACS Rk boer approprisrely devlgoed und e aiecdively
Cpeniling o pidvent id detect any ervor of lhwad which may cause any misslened of e
Finmociul stiteminty, far the migsoss of propariog and discieeeg rollable finamcil Sstemenis. 1,
i the LACK, opplied the [ACS Framework esmadished by (e Konen Listed Companles
fussnciation foe e atiessinent of design ond opevatiom of the IACE

Hased on the ssssssmeat of the IACS, the Coenpany™s 14CS has boen appropriately desipned mad
Iz operating effectively is of Docember 31, 2013, n all material respects, (0 secordasoe with the
FACS Pramewek

Wlarch 20,2014
-
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