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Chapter 1. Consolidated Results

QU

- Sales/Profit



1-1. FY16 2Q Consolidated Results Summary

e KTGG

AN

2Q and 1H Consolidated Sales recorded 1tril. 88.1 bil. won, and 2tril. 1?79.4 bil. won

« 2Q consolidated sales increased by 5.4% yoy : KT&G 10.2%1, KGC 18.1%1 yoy

* 1H consolidated sales increased by 0.5% yoy : KT&G 0.04%1, KGC 21.0%1 yoy

[0 2Q Consolidated Sales

(Unit : bil. KRW)
YOY
2QFY16 2QFY15 Change
KT&G 745.5 676.3 10.2%
KGC 253.5 2147 18.1%
Others 89.1 140.9 A36.8%
Total 1,088.1 1,031.9 5.4%

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

+ Others and adjusted amounts are the figures after adjusting or eliminating internal transactions among other subsidiaries sales.

O 1H Consolidated Sales

(Unit : bil. KRW)
YOY
THFY16 THFY15 Change
KT&G 1,446.7 1,446.1 0.04%
KGC 549.1 4537 21.0%
Others 183.6 269.0 A31.8%
Total 2,179.4 2,168.8 0.5%




1-2. FY16 2Q Consolidated Profit/Loss Summary -
I K'l'fj G N
2Q Consolidated OP and NI achieved 353.8 bil. won, and 291.6 bil. won respectively

* 2Q Consolidated OP increased by 14.5% yoy : KT&G 22.2% [, KGC 12.1% |
« 20 Consolidated NI increased by 11.9% yoy : KT&G 22.7% 1, KGC 3.7% |

[0 2Q Consolidated Profit/Loss 0 TH Consolidated Profit/Loss

(Unit : bil. KRW) (Unit: bil. KRW)
YOY YOY
2QFY16 2QFY15 Change 1HFY16 THFY15 Change

KT&G 330.7 270.7 22.2% KT&G 658.0 650.7 1.1%
KGC 35.1 31.3 12.1% KGC 104.0 79.5 30.8%
Others -12.0 6.9 - Others -15.2 1.3 -
Total 3538 309.0 14.5% Total 746.8 7315 2.1%
KT&G 282.3 230.0 22.7% KT&G 536.0 5244 2.2%
KGC 26.9 27.9 A3.7% KGC 78.6 59.4 32.3%
Others -17.6 2.8 - Others -38.3 -14.3 -
Total 2916 260.7 11.9% Total 576.3 569.5 1.2%

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

+ Others and adjusted amounts are the figures after adjusting or eliminating internal transactions among other subsidiaries sales.
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Chapter 2. KT&G Separate Results

QU



2-1. FY16 2Q KT&G Results Summary .

e KTGG

2Q Sales and OP increased by 10.2% and 22.2% yoy respectively

» 20 Sales increased by 10.2% yoy to ?45.5 bil. won
- Domestic cigarette 4.3%T, Export Cigarette 6.6%], Others(Real Estate etc.) 83.1%1

* 2Q OP and NI rose by 22.2% and 22.7% yoy to 330.7 bil. won, 282.3 bil. won each

[0 2Q Sales & Profit [0 TH Sales & Profit
(Unit : bil. KRW) (Unit : bil. KRW)

2QFY16 | 2QFY15 | Change 1HFY16 = 1HFY15 | Change

Net Sales 745.5 676.3 10.2% Net Sales 1,446.7 1,446.1 0.0%

- Domestic 467.8 4486 43% - Domestic 8918 10179  Al124%

- Export 193.7 181.7 6.6% - Export 4259 317.7 34.1%

- Others(Real Estate etc.) 840 459 83.1% - Others(Real Estate etc.) 129.0 110.5 16.7%
Operating Profit 330.7 270.7 22.2% Operating Profit 658.0 650.7 1.1%
NetIncome 282.3 2300 | 227% NetIncome 536.0 5244 2.2%




2-2. Domestic Cigarette -
e KT &G N

Total market volume and KT&G volume in 2Q rose by ?2.3%, 8.7% yoy respectively

* FY16 2Q Total Market Volume : 19.4bil. sticks, up 1.3bil. sticks yoy
* FY16 2Q KT&G Volume : 11.5hil. sticks, up 0.9bil. sticks yoy
* KT&G M/S : 59.3%, up 0.8%p yoy and down 0.2%p qoq

O Total Market Volume O KT&G volume O KT&G M/S Trend
(Unit: bil. sticks) (Unit: bil. sticks) (Unit: %)

23%YoYT 194

18.1
B.?%YoyT 115
10.6 o S
585 59.2 58.8 59.5 593
56.6
15.20 '16.20Q '15.20Q "16.2Q 151Q 2Q 3Q 4Q 161Q 2Q



2-3. Overseas Cigarette (Export) %
s KT &G

2Q Export volume dropped by 4.6% and sales rose by 6.6% yoy

* Volume dropped by 46% yoy (15. 20 10.9bil. sticks = '16. 2Q 10.4bil. sticks)
* Sales rose by 6.6% yoy (15. 20 181.7bil. won — "16. 2Q 193.7bil. won)

O Export Cigarette Volume O Export Cigarette Sales
(Unit : bil. sticks) (Unit : bil. KRW)

66%Yoyl 1937

1 il

'15.20 "16.2Q '15.2Q "16.2Q

109 4.6%YoY ]




2-3. Overseas Cigarette (Export +Subsidiaries)

e KTGG

2Q Overseas volume dropped by 6.8%, and sales rose by 1.7% yoy

O Overseas Cigarette Volume
(Unit : bil. sticks)

(yoy 6.8% |)
12.2
Subsidiaries 1.4
].3 'I 0
(25.0%]) ’
10.9 Export 104
(4.6%])
15.2Q "16.2Q

* Subsidiaries : Russia, Turkey, Iran, Indonesia (KT&G-I, Trisakti, MMM)

» Overseas Volume:'16. 2Q 11.4bil. sticks (6.8% {)

- Export: 4.6% !, Subsidiaries : 25.0% {

O Overseas Cigarette Sales

(Unit : bil. KRW)
(yoy 1.7%1)
208.0 yoy 211.?
_Subsidiaries_

(31.7%])

181.7 Export 193.7
(6.6%1)

"15.2Q '16.20

« Overseas Sales:'16.2Q 211.7bil. won (1.7% 1)

- Export: 6.6% 1, Subsidiaries: 31.7% |

AN



2-4. Profitability Analysis .
KTGG ™

FY16 2Q OP and NI increased by 22.2% and 22.?7% yoy respectively

(Unit: bil. KRW) (Unit : bil. KRW) (Unit: bil. KRW) (Unit : bil. KRW)
26.1
330.7 223
22.2% Yo 1
3.0% Yoy | 154 2823
157.0 :
1523 270.7 120
2300
22.2% YoY 1
. . . . . "15.2Q "16.2Q ;
"15.2Q "16.2Q "15.2Q "16.2Q OtherG/L M Financial G/L '15.2Q '16.2Q

- OP Margin :"15.2Q 40.0% — '16. 2Q 44.4% (4.4%p?) * NI Margin:’15.2Q 34.0% — "16.2Q 37.9% (3.9%p1)
- Net other gain increase (Disposition of tangible assets 1)

* SG&A Ratio:’15.2Q 23.2% - '16.2Q 20.4% (2.8%p!) ) . o ) )
- Net financial gain increase (Dividend, interestincome, etc)
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Chapter 3. KGC Separate Results

QU



3-1. FY16 2Q KGC Results Summary -
e KGCIMBAL

2Q Sales and OP rose by 18.1%, 12.1% yoy respectively

« 2Q Sales recorded 253.5bil. won, up 18.1% yoy (Domestic 27.0%1, Export 50.0%])
* 20 OP rose by 12.1% yoy to 35.1bil. won, NI dropped by 3.7% yoy to 26.9bil. won

O 2Q Sales & Profit O 1H Sales & Profit
(Unit : bil. KRW) (Unit : bil. KRW)
2QFY16 2QFY15 Change THFY16 THFY15 Change
Net Sales 2535 2147 18.1% Net Sales 5491 4537 21.0%
- Domestic 241.1 189.9 27.0% - Domestic 525.3 410.5 28.0%
- Export 124 248 A50.0% - Export 238 432 A44.9%
Operating Profit 35.1 313 12.1% Operating Profit 104.0 79.5 30.8%
NetIncome 269 27.9 A3.7% NetIncome 78.6 594 32.3%



http://www.kgc.co.kr/

3-2. Sales Analysis

-
B K6C "."*_"'.e.*iT.s‘JkrQL

2Q Domestic sales grew through overall channels

O Sales by Regions

(Unit : bil. KRW)

[yoy 18.1 o/lJT] 2535

214.? Overseas
e48  (5poy 4 )

Domestic
(27.0%1)

'15.2Q '16.2Q

» Domestic sales rose, but overseas dropped

- Domestic sales in 2Q rose by 27.0% yoy

- Overseas sales in 2Q dropped by 50.0% yoy

O Domestic Sales by Channels

(Unit: bil. KRW)
[yoy 22.0%1) 241 4
Others
189.9
(26.6% 1 605

DFS,

Departmen
tore &

ypermarke

(26.6%1)

4728

F/C store
(2?.7%1)

'15.2Q '16.2Q

» Overall channels showed growth
- F/C store increased by 27.7% yoy
- DFS, Department Store & hypermarket grew 26.6% yoy
- Others increased by 26.6% yoy


http://www.kgc.co.kr/

3-3. Profitability Analysis

-,

KGCQIAZAL ™

2Q OP rose by 12.1% yoy, NI dropped by 3.?7% yoy respectively

Other/Financial “

(Unit : bil. KRW) (Unit : bil. KRW)
94,5
80.9
16.8% YoY 35.1
8% . 313
12.1% YoY. |
'15.2Q "16.2Q '15.2Q "16.2Q

* OP Margin:‘15.2Q 14.6% — ‘16.2Q 13.8% (0.8%p {)
- Due to moving Wonju factory facilities,
ratio of cost sales increased yoy
* SG&A Ratio: “15.2Q 37.7% - “16.2Q 37.3% (0.4%p !)

(Unit : bil. KRW) (Unit : bil. KRW)

57
3.7% YoY |
005 04
| | 279 26.9
-0.04

'15.2Q '16.2Q

Other G/L [l Financial G/L '15.2Q '16.2Q

* NI Margin: “15.2Q 13.0% - “16.2Q 10.6% (2.4%p !)
- Net other gain decreased by 5.3 bil. won
- Net financial gain decreased by 0.09 bil. won
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\ Chapter 4. Appendix

- Consolidated F/S

- Separate F/S



4-1. Consolidated Financial Statement

U
I KT& G N
O Summarized Statement of Financial Position O Summarized Statement of Comprehensive Income
(bil. KRW) FY14 FY15 ‘16.2Q (bil. KRW) FY14 FY15 "15.2Q '16.2Q
Non-Current Assets 3,010.1 3,102.5 3,137.0
Net Sal
-Property Plant Equipment 1,7534 1,789.8 1,668.6 eroaies 41129 41698 1.031.9 1,088.1
-Investment Properties 168.0 164.5 2842 -
1,840.8 1,630.6 4499 437.
-Equity Accounted Investments 579 515 38.2 373
-Available-For-Sale Financial Assets 3258 364.7 3557
Gross Profit 2,272.0 2,539.2 582.0 650.8
Current Assets 4.408.2 5,564.2 5,483.6
-Inventories 1,982.5 2,119.1 1,970.6
SG&A 1,100.2 1,1733 2731 297.0
-Cash and Cash Equivalents 416.4 546.2 635.4
-Other Financial Assets 668.4 1,136.9 969.8
Operating Profit 1,1719 1,365.9 309.0 3538
-Account Receivables and Others 989.8 1,217.9 1,273.9
- id Ci 260. 447, 480.7
Prepaid Cig. Taxes and Others 0.8 8 80 Other Income & Expense 613 414 233 232
Assets Held For Sale 0.4 6.7 52
VOEREEES 74187 86734 86258 Financial Gain(Loss) 441 16.0 20.0 13.2
Non-Current Liabilities 586.0 526.2 558.7
Current Liabilities 1,124.6 1,871.7 1,622.3 Share of Profit(Loss) of 32 05 21 08
Associates ’ ' ’ )
-Account Payables and Others 982.7 606.4 597.6
-Short Term Borrowings 1419 2064 1022 Pre-taxIncome 1,157.9 3926 3544 3910
Total Liabilities 1,710.6 2,397.9 2,1810
Capital Stock 9550 9550 9550 Income Tax 344, 107.8 937 99.4
Treasury Stock -339.1 -337.1 -331.8
Gain on Reissuance of Treasury Stock 4920 494.6 505.2 Net Income 8138 2847 260.7 2916
Other Capital Surplus -4.6 -9.9 -10.1
Reserves 34264 37043 42771 |Other Comprehensive 684 123 0.9 70
ncome : . : .
Retained Earnings 1,100.9 1,402.0 981.2
Total Equities 5,708.1 6,275.5 6,444.7 Comprehensive Income 7454 297.0 2616 2846

Total Liabilities and Equities 7,4187 8,673.4 8,625.8
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4-2. Separate Financial Statement (KT&G) R
S KT&EG ™

O Summarized Statement of Financial Position O Summarized Statement of Comprehensive Income

(bil. KRW) FY14 FY15 ‘16.2Q (bil. KRW) FY14 FY15 ’15.2Q '16.2Q

Non-Current Assets 33116 3,469.0 3,528.3 Net Sales 2,7426 28217 6763 7455
-Property Plant Equipment 1,279.7 1,309.6 1,190.0 ~Cigarettes 25000 26077 630.4 6615
-Investment Properties 140.1 136.8 256.6 —Real Estate 160.3 1428 275 543

-Investment in Subsidiaries 1,081.8 1,1244 1,1534
-Others 822 71.2 18.4 29.7

-Available-For-Sale Financial Assets 3034 340.1 3326
Current Assets 29829 39787 38992 oGS 10638 2466 il 2625
_Inventories 9104 889.0 8495 -Cigarettes 9144 813.6 2231 208.0
-Cash and Cash Equivalents 3216 4444 4429 -Real Estate 96.1 849 13.6 35.8
-Other Financial Assets 640.0 1,092.0 920.0 -Others 534 481 11.8 18.7
-Account Receivables and Others 8249 1,074.9 1,154.3 Gross Profit 1,6788 1,875.0 4277 4830
-Prepaid Cig,. Taxes and Others 260.8 4478 480.7 SGRA 624.2 6377 1570 1523

1.

Assets Held for Sale 0 > 0 Operating Profit 10546  1,237.3 2707 3307

Total Assets 6,294.9 7,449.2 7,427.5
Other Income & Expense -85.4 1.1 223 26.1

Non-Current Liabilities 167.1 123.0 128.0
Current Liabilities 7861 14298 12841 ~Other Income 719 1045 29.2 338
-Account Payables and Others 347.2 4338 4280 FXrelated Gain 46.0 66.9 19.2 16.6
-Short Term Borrowings 5.6 5.0 45 Others 259 375 10.0 17.2
Total Liabilities 1,1287 1,552.7 1,4121 -Other Expense 157.3 1034 7.0 77
Capital Stock 955.0 955.0 955.0 FX related Loss 139 12.9 28 5.2
Treasury Stock -339.1 -337.1 -331.8 Others 143.4 90.4 42 25
Gain on Reissuance of Treasury Stock 4920 4946 505.2 Financial Gain(Loss) 763 810 120 154

Other Capital Surplus 3.6 3.6 3.6
Pre-taxIncome 1,045.5 1,3194 305.0 3722

Reserves 3,493.8 3,7845 4,347.5
Retained Earnings 736.5 995.9 536.0 -Income Tax 2984 3315 750 20.0
Total Equities 53417 58965 6,0154 NetIncome 747.1 987.9 2300 2823
Total Liabilities and Equities 6,2949  7,4492 74275 Comprehensive Income 7122 978.2 2285 2733

12



4-3, Separate Financial Statement (KGC)

«®U
I KT& G N
O Summarized Statement of Financial Position O Summarized Statement of Comprehensive Income
(bil. KRW) FY14 FY15 ‘16 2Q (bil. KRW) FY14 FY15 ‘15.2Q ‘16.2Q
Non-C t Asset: . . 00.9
onTUrTent AsSErs >43.1 5218 6 Sales 81238 91738 2147 2535
-Tangible Assets 261.1 291.1 284.8
- Red Ginseng Roots 123.8 104.3 33.1 18.3
-Intangible Assets 10.4 9.2 83
- Red Ginsen
-Others 2716 2215 307.8 Products ? 687.6 81138 179.2 2330
Current Assets 1,094.3 1,240.1 1,168.6 (Ratio) (84.6) (88.4) (83.5) (91.9)
-Inventories 8926 1,059.4 929.7
o Cach - Others 14 17 24 23
Eﬁjm:;‘tscas 45 34 218
COGS 401.7 438.6 102.5 1239
-Others 197.2 177.2 217.0
fi ) . 129,
Total Assets 16374 17619 17695 Gross Profit 4111 4792 123 296
Non-Current Liabilities 63.2 77.1 927 SGRA 281.0 345.8 80.9 94.5
Current Liabilities 179.7 2225 136.9 Operating Profit 130.1 1334 313 35.1
-Short Term Borrowings 1029 141.0 430
Other Income & -3.2 -2638 57 0.4
-Others 76.8 81.4 94.0 P
Total Liabilities 2429 2096 2296 - Other Income 80 74 17 10
Capital Stock 69.1 69.1 69.1 - Other Expense 11.2 342 -40 0.6
Capital Surplus 939 939 93.9 Financial Gain(Loss) 0.5 -0.9 0.05 -0.04
Reserves 1,1434 1,233.1 1,298.4
Pre-taxIncome 1274 105.7 37.1 354
Retained Earnings 88.0 66.3 785
Other Comprehensive 0 0 0 - Income Tax 342 36.4 9.2 85
Income
Tl Eapiiies 1,3945 14624 1,5399 Netincome 932 69.3 279 269
Total Liabilities and Comprehensive 857 67.9 26.7 242
Equities 16374 17619 1,769.5 Income : - : -
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