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This material has been produced to provide investors with various information in order for them to get

more understanding about KT&G based on the objective facts as best as we can. However, the numbers = AH4dotd o|Roix)= M4t Iq-as
and guidance in this material may be subject to change and the company does not guarantee the WWW.KTNG.COM
correctness and completeness.
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Consolidated Result

1Q Consolidated sales recorded 96116il. won and OP recorded 258.bil. won

@ Consolidated Sales

(bil. won) 1QFY12 | 1QFY11

KT&G 5834 537.0 464 6, 4#

KGC 2503 2317 186 6, . #
Others & Adjusted Amt. 1279 55.7 722 1296%é

Total 961.6 8244 1372 [ 4, 4 #

Sales of KT&G and KGC are the amounts before eliminating internal transactions.

Others and adjusted amounts are sales of Yungjin Pharm., KT&G overseas subsidiaries,
Somang Cosmetics and etc. after eliminating internal transactions, etc.

5

Consolidated sales went up 16.6% yoy
- KT&G sales, up 8.6% yoy
- KGC sales, up 8.0% yoy

Nase
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@ Consolidated Profit

(bil. won)

1QFY12 | 1QFY11

Amt. %

KT&G 2190 189.3 29.7 157%h

OP KGC 599 59.8 0.1 0.2% h
Others & Adjusted Amt. -20.8 03 -211 -

Total 258.1 2494 87 35%h

KT&G 176.2 199.2 -23.0 116%i

NI KGC 454 433 21 49%h
Others & Adjusted Amt. -35.3 -59.3 240 -

Total 186.3 1831 32 1.7%h

Cl 2136 1720 416 24.1%h

Sales of KT&G and KGC are the amounts before eliminating internal transactions.

Others and adjusted amounts are sales of Yungjin Pharm., KT&G overseas subsidiaries,
Somang Cosmetics and etc. after eliminating internal transactions, etc.

, OPincreased 3.5% yoy to 258.1 bil. won
- OP:KT&G 15.7% h, KGC 0.2% h yoy each
- NI':KT&G 11.6% i , KGC 4.9% h yoy each
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(bil. sticks/bil. won)

&G
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Net Sales 583.4 537.0 464 8.6% h
Operating Expense 1480 146.5 15 11%h
Operating Profit 2190 189.3 29.7 157%h
Net Income 176.2 199.2 -230 11.6% i
Comprehensive Income 1964 185.6 108 5.9% h

5

Sales increased 8.6% to 583bll. wonyoy

- Sales Amount : Domestic cigarette 10.6%, Export cigarette 2.7%h

. OPincreased 15.7% to 2191ll. wonyoy
. Nl decreased 11.6% to 176 4il. wonyoy

- Net financial gain decreased due to dividend incomedecline
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@ Quarterly Sales Volume Trend @ Quarterly Sales Amount Trend
(mil. sticks) (bil. won)
100,000 2,500
| Market ||
80,000 12,666 2,000 432.7
11,636 391.3
60,000 | KT&G ||

1500

40,000 1,000

20,000

[l Cmimimir

1234T1234T1234T1234Tl 1234T1234T1234T1234T1

2008 . 2009 . 2010 . 2011 ‘20L112 2008 2009 B 2010 - 2011 ‘20u12
i 0,
. Total market volume : 1.6% up, KT&G sales volume : 8.8% up , Sales reached to 432.Bil. won, up 10.6%0y

] o - Sales Volume : 8.8%, Net ASP 1.6%h
- Total Market8 =/ / , bil.Gticks®#A2,1Q 20.sil. sticks(1.6%h)

e I . Domestic M/S increased hugely
- KT&G Sales Volun@  + /°//, hil.Gticksé #2.1Q 12.il. sticks(8.8%h)

-x/ /[, 1O 36, . # €& %/ /,20 35, h¢ e
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T 2-1-2. Sales Analysis Dom

—
Premium portion and net ASP continued to grow
@ Premium Market Trend @ Net ASP Trend
(%) (won)
100 700 -
i 6726 o
84.4 815 B imrdl . 1.6%YoY h
0 A 01%pYoYh
Premium Seg Ratio to Market 750 600
W 7V 1.8%pYoY h
80
|l R$E+q Npckgsk gmll P_rgm 00 |
70 r
111Q  |121Q 111Q  '121Q
60 400 HHLH.H. W EH. B H. 8 5.0 8. 5.8 8 5.0 080,
1234T7T1234T7T1234T7T1234T1 1234712347 1234T7T1234T7T1
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
. Premium portion continued to grow yoy . Net ASP grew continuously
- Total Market: 0.1%p upyoy - Net ASP recorded 683.2 won, uft.6%yoy

- KT&G : 1.8%poy -Lcr ?QN Rpcl bé #l. 48 /677,&/42.1Q é383.D , 4
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1Q Export volume and amount increased 6.2% , 0 yoy respectively
@ Export Volume Trend @ Export Sales Amount Trend
(mil. sticks) (bil. won)
50,000 r 800
8435 1276 131.0
7941 6.2% YoY h ' 2.7% YoY h

40,000
600

30,000 r

400 r

20,000 r

200 r

0 s

1234T1234T1234T1234Tl 1234T7T1234T7T1234T7T1234T1
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
. Export volume increasedyoy . Export sales amount showed slight increasgoy
- Sold 8.4bil. sticks, up 6.2%o0y - Export sales amount grew 2.7%oy to 131.0bil. won

- Main Markets : 5.3%,L.cu K_picr &cvacnr K, C, - AGQ- Ps g g fales amauntgrowtl rate was slightly lower than volume growth
rate due to export ASP decline
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-1-3. Sales Analysis Ibsidiarie: , WWWGG

Total overseas sales volume and amount grew by o and 2.4% yoy each

@ Overseas Sales Volume @ Overseas Sales Amount

9,112 .

8,638 141.0 1445
1677 55% Yoy h = 135] 2.4% Yoy h

69 Subsidiaries | : Subsidiaries

h 4

12 13
Export Export
(mil. sticks) (bil. won)
'11.1Q '12.1Q '11.1Q '12.1Q
. Total sales volume rose 5.5% t@.11Dbil. sticks . Sales amount increased 2.4% to 144t5l. won
Qs qgbg_pgcqgzx minsicksk £/ 8, £ l/stichsTB% % 7 5 - Subsidiaries salesf11.1Q 13.hil.won & £/ 0, / ®il. woh (D.2%h)

- KT&G Rus. decreased 50 mil. sticks

* Overseas subsidiaries include subsidiaries in Russia, Turkey and Iran



@ Key Profit Change

- 1- 4. Profitability Anal

1Q GP and OP rose 9.3% and15.

1QFY12 1QFY11
Gross Profit 367.0 335.8 312 9.3% h
Operating
Expense 148.0 1465 15 11%h
(SG&A) (144.6) (1385) (6.1) (4.4%h)
(Other (-34) (-79) (4.5) (-)
Income/Expense)
Operating Profit 219.0 189.3 29.7 15.7%h
Net Profit 176.2 199.2 -23.0 11.6%i
Comprehensive
1964 185.6 10.8 5.9% h
Income

. Both GP and OP highly jumped upyoy

- Both COGsRatio and SG&A Ratio decreased

&G

WWW.KTNG.COM
0yoy

@ Key Profitability Ratio Change

62.5 62.9
> >
GP Margin 0.4%p YoYh
371 375
OP Margin 2.2%p YoY#
353 30.2
%) NI Margin 6.9%p YoYi
'11.1Q '12.1Q

. OP margin improved, NI margin decreasegoy
- OP margin : 37.5%(u.2%p)yoy
- NI margin : 30.2%(down 6.%p)yoy

11
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- 1- 4. Profitability Anal

1Q NI achieved 176.2 bil. won, down 11.6% yoy
@ Operating Expense & Operating Profit @ Financial Gain/Loss & Net Income
< Operating Expense > < Operating Profit > < Financial/FX Gain & Loss> < NI/CI >
8.0 2190 572
o - 15.7% YoYh — 1es
.70
1.1%YoY h 189.3 5.9% YoYh
134 1 L7
Net Income
Financial G/L i‘
e B2 - . ;
(bil. won) (bil. won) (bil. won) 121 (Bl Won) 5 her Comprehensive Income
'11.1Q '12.1Q '11.1Q "12.1Q 11.1Q "121Q '11.1Q '12.1Q

* Operating Expense = SG&A + Other Expense «Other Income

. OPincreased 15.7%oy . Netincome decreased 11.6%yoy

) o o - NI':A41.1Q 199.2il.won e =/ 0, / Obil. wbns(11.6% )
COG_rgm 8 “¢g7/,0.0 QSLBR #&. , 24#n - Net financial gain decreased 43.9il. won

. SG&ARatio® / / , /| Og 0BO 640 02)6#&/ , . #n _CI'+ up 5.9%0y to 196.4bil. won
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(bil. Won)

Sales 250.3 2317 186 8.0% h

Gross Profit 1249 1245 04 0.3% h
Operating Expense 65.0 64.7 03 0.4% h
Operating Profit 59.9 59.8 01 02%h
Net Income 454 433 21 49% h
Comprehensive Income 453 432 21 49% h

Sales increased 8.0%oy to 250.3bil. won
- Domestic sales : 11.5%yoy, Overseas salesl0.1% yoy

5

. OPincreased 0.2%oy to 59.9bil. won
- COGsincreased due to raw material cost hike
. Nlincreased 4.8%o0yto 45.4bil. won

13



2- 2-2. Sales Analysis 9 KGC

Sales increased to 250.3 bil. won, up 8.0% yoy

Sales Sales by Distribution Channel
2503 250.3
2317
4 80%YoYh 2317 33.1 4 80%YoYh
374 o
Overseas (10.1%i ) 414
Processed Product 39.1 Other Channel (5.9% h)
(13.0% h)

185.9 210.1

1752
1551
Red Ginseng Root Main Channel (13.0% h)
(12.2% )
(bil. won) 498 402 (bil. won)
'11.1Q '12.1Q '11.1Q '12.1Q
. Domestic sales for high value added processed product increased . Domestic: S%’ﬂﬁsa Isnct;%a%ea{jrttshzrionu grfﬁgggﬂgpon Chr%rglllds
./ /[ ,/ Obil&7 63t @, bit)/18.0% O &0/ ., / . Main Channelg o x| 3 M e &gqlsmm &/ 53

- Other Channel8 =/ / |, bil,O' &tl '/ il 130 7&2 /e, 2

. Red Ginseng Root sales in China decreased temporally to manage Overseas Sales decrease d to manage proper inventorider

appropriate inventory level ’ oV erseassub5|d|ar|es
-Pmmr 8 +bil/ , / Ot &2 3hilF12@%/ O &2., 0 - 41.1Q (37.5il, q, ®Hil)01p1%® &11, 5

14



~ 2-2-3. Profit Analysis

J

. —— _‘ - ) . //
1Q GP recorded 124.9 bil. won, up 0.3% yoy
@ Key Profit Change @ Key Profit Ratio Change
(bil. won) 1QFY12 1QFY11 Change(Amt.) 537
_ @ 49.9
Gross Profit 1249 1245 04 03%h N
GP Margin 3.8%p YoY é
Operating Expense 65.0 64.7 03 05% h
(SG&A) (65.0) (64.7) (0.3) (0.5% h)
(Other Income/Expense) (-) (-) (-) (-)
258
239
Operating Profit 59.9 59.8 01 02% h -
OP Margin 1.9%pYoY &
A— —A :
Net Income 454 433 2.1 4.9% h 187 1g.1 NI Margin 0.6%pYoY &
Comprehensive Income 453 432 12 49% h %)
'11.1Q "12.1Q
- SG&A expenseatio to sales decreased dugo effective marketing -OPMarging +//,/ 0O &03, 6#" tg,+x/0,/70
cost execution ~NIMargin8 +//,/ O &/ 6, 5#" tq,+/0,/0

15
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3-1-1. Consolidated Financial Statement

@ Summarized Statement of Financial Position

Non-Current Assets
-Property Plant EQuipment
-Account Receivables and Others
-Investment Properties
-Available-For-Sale Financial Assets
Current Assets
-Inventories
-Cash and Cash Equivalents
-Account Receivables and Others
-Prepaid Cig. Taxes and Others
Total Assets
Non-Current Liabilities
Current Liabilities
-Short Term Borrowings
-Account Payables and Others
Total Liabilities
Capital Stock
Treasury Stock
Other Capital Surplus

Gain on Reissuance of Treasury
Stock

Reserves

Retained Earnings
Non-Current Interest
Total Equities

Total Liabilities

24151
15108
1145
1215
3142
3,362.0
14970
981.3
626.4
177.0
57771
2534
9253
66.5
301.2
11787
955.0
a216.8
53

482.1

2,179.2
11514

421
45983
57771

2,761.0
1,584.3
134.1
188.4
247.4
3,515.4
1,572.3
807.7
833.3
201.9
6,276.4
392.1
999.2
82.8
422.7
1,391.3
955.0
a 3435
5.3

485.9

2,663.3
1,022.3

96.8
4,885.1
6,276.4

2,779.8
15756
128.7
181.9
2754
3,7313
1,480.6
8524
8725
2224
65111
4529
13578
79.0
405.7
18106
955.0
a 3435
95

485.9

3,049.8
4514
924
4,7005
6,511.1

@ Summarized Statement of Comprehensive Income

Net Sales

COGS

Gross Profit

Operating Expense

Operating Profit

-Financial Gain(Loss)

-Share of Profit(Loss) of Associates

Pre-taxIncome

-Income Tax

NetIncome

-Other Comprehensive Income

Comprehensive Income

3,461.4

1,446.7

2,014.7

874.6

1,140.1

265.9

a0.3

1,405.7

374.9

1,030.8

8125.0

905.8

824.4

346.8

477.6

228.2

249.4

7.8

0.1

257.4

74.2

183.1

alil

172.0

898.6

380.4

518.2

236.7

2814

9.6

0.5

291.6

76.3

2153

a25

212.8

1,045.9

453.9

592.0

217.1

374.9

14.9

0.3

390.1

108.4

281.8

a25.6

256.2

KTGG

WWW.KTNG.COM

954.1

426.5

527.6

312.6

214.9

6.7

0.3

222.0

85.3

136.7

& 40.2

96.6

3,723.0

1,607.6

2,115.4

994.7

1,120.6

39.1

1.3

1,161.1

344.1

816.9

a79.4

737.6

961.6

430.0

5315

2734

2581

8.8

11

268.1

81.8

186.3

27.3

2136

17



3- 2- 1. Separate Financial StatemenkKT&G KTGG
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@ Summarized Statement of Financial Position @ Summarized Statement of Comprehensive Income
Non-Current Assets 27211 3,036.3 3,037.6
-Property Plant EQuipment 1196.1 1,163.4 1,147.9 Net Sales 24999 5370 6236 671.€ 658.6 2,490.f 5834
-Account Receivables and Others 84.6 199.0 166.7 -Cigarettes 2,366.2 518.¢ 599.¢ 649.¢ 621.E 2,390.1 5637
-lnvestment Properties 98.1 165.1 158.6 -Real Estate 100.5 6.1 7.1 8.4 19.5 41.2 9.6
-Investment in Subsidiaries 840.1 1,054.8 1,067.8 -Others 332 12.0 16.6 13.3 17.6 59.5 10.2
-Available-For-Sale Financial Assets 3139 247.0 2751 COGS 1,002.2 201.3 241.2 259.2 2652 967.C 2163
Current Assets 255326 23812 25587 -Cigarettes 9258 1918 227.9 249EF 2421 9114 2077
-Inventories 990.3 904.1 877.3 -Real Estate 56.4 1.0 1.2 1.2 11.4 14.7 15
-Cash and Cash Equivalents 829.0 639.1 6154 -Others 19.9 8.3 12.1 8.6 11.8 40.8 71
-Account Receivables and Others 527.8 625.8 709.8 Gross Profit 14977 3358 3825 4123 3933 1523¢ 3670
-Prepaid Cig,. Taxes and Others 177.0 198.2 218.6 Operating Expense 5727 1465 1552 108.C 179 5906 1480
[talseets 52538 54175 5593 -SG&A 6406 1385 1451 156.8 1855 6258 1446
Non-Current Liabilities 1455 169.6 1834 O e 1302 9.2 49 60.7 631 975 79
Current Liabilities 7706 7044 10754 : o ' ' ' ' ' ' '
FX Translation and Transaction Gain 151 1.0 15 57.C 15.5 34.5 21
-Short Term Borrowings 8.6 7.0 6.1
Others 1151 8.2 3.4 3.8 47.7 63.C 59
-Account Payables and Others 238.6 249.0 2519
I -Other Expense 623 171 152 128 576 622 114
Total Liabilities 916.1 874.0 1,258.8 G~ 9T ol
ranslation and fransaction Loss 225 13.1 13.0 7.6 26.C 19.2 8.0
Capital Stock 955.0 955.0 955.0 -
thers
Treasury Stock a216.8 a 343.5 a 343.5 - - 398 4.0 21 . 316 45 34
Other Capital Surplus 36 36 36 Operating Profit 9250 189.2 227.1 3034 2134 9332 2190
Gain on Reissuance of Treasury Stock 482.1 485.9 485.9 -Financial Gain(Loss) 2951 Lk pal 14.7 7€ e 134
ESEES 21847 2.678.8 3,058.1 Pre-tax Income 12201 246 236.6 318 221.C 1,022¢ 2324
Retained Earnings 9291 763.7 1784 pceinele 2890 473 578 775 638 246% 562
Total Equities 4,337.7 4,543,5 43375 Netincome 9311 199.2 179.0 240t 157.2 775 1762

Total Liabilities and Equities 5,253.8 5,417.5 5,596.3 Comprehensive Income 8159 185.6 179.2 218€ 1282 7117 1964



Summarized Statement of Financial Position

Non-Current Assets
-Tangible Assets

-Intangible Assets

-Account Receivables and Others

Current Assets

-Inventories

-Account Receivables and Others

-Cash and Cash Equivalents
Total Assets
Non-Current Liabilities
-Account Payable and Others
Current Liabilities
-Accrued Liabilities and Others
-Account Payables and Others
Total Liabilities
Capital Stock
Reserves
Retained Earnings and Others
Total Equities

Total Liabilities and Equities

3432
129.1
110
203.1
685.2
4348
160.8
89.6
1,028.4
12.7
12.7
102.0
67.6
344
1147
64.9
674.8
174.0
9137
10284

420.1
190.3
13.4
216.4
728.0
479.3
209.7
39.0
1,148.1
22.6
22.6
108.0
28.5
79.5
130.6
64.9
803.2
149.4
1,017.5
1,148.1

4150
189.9
132
2119
798.7
409.5
2921
1174
1,2137
24.8
24.8
126.0
20.0
106.0
1508
64.9
957.0
410
1,062.9
12137

M KGC

Summarized Statement of Comprehensive Income

Sales
Red Ginseng Roots
Red Ginseng Products
(Ratio)
Others
COGS
Gross Profit
Operating Expense
SG&A
Other Income
Other Expense
Operating Profit
Financial Gain(Loss)
Pre-taxincome
Income Tax
Netincome

Comprehensive Income

8428
1234
7145
(84.8)
49
382.2
460.6
232.7
2321
72
78
227.9
38
2317
56.1
1756

1739

231.7
458
185.2
(79.9)
0.7
107.2
1245
64.7
64.7
1.6
1.7
59.8
0.9
60.7
17.4
433

43.2

233.9
52.3
181.7
(77.7)
0.0
114.8
119.1
61.9
62.2
2.4
2.0
57.2
0.8
58.0
14.2
438

43.8

286.2
50.1
235.2
(82.2)
0.8
137.6
148.5
69.7
746
5.8
0.9
78.8
1.0
79.8
20.3
59.6

59.5

188.3
18.8
168.9
(88.9)
2.1
101.0
87.3
76.8
76.9
1.4
1.3
105
0.5
110
1.3
9.7

7.4

940.1
167.0
769.5
(81.9)
3.6
460.6
479.5
273.2
278.4
11.1
5.9
206.3
3.2
209.5
53.1
156.4

153.9

250.3
402
2055
(82.1)
46
1254
1249
65.0
65.0
19
19
59.9
02
60.1
147
454

453

19
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