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Report on review of interim condensed consolidated financial statements 
 
 
The Shareholders and Board of Directors 
SK Holdings Co., Ltd. 
 
We have reviewed the accompanying interim condensed consolidated financial statements of SK 
Holdings Co., Ltd. (the “Company”) and its subsidiaries (collectively, the “Group”), which comprise the 
interim condensed consolidated statement of financial position as at June 30, 2017, and the interim 
condensed consolidated statements of comprehensive income for the three months and six months 
ended June 30, 2017 and 2016, interim condensed consolidated statements of changes in 
shareholders’ equity and interim condensed consolidated statements of cash flows for the six months 
ended June 30, 2017 and 2016, all expressed in Korean won, and a summary of significant 
accounting policies and other explanatory information. 
 

Management’s responsibility for the consolidated financial statements 
Management is responsible for the preparation and fair presentation of these interim condensed 
consolidated financial statements in accordance with Korean International Financial Reporting 
Standards (KIFRS)1034 Interim Financial Reporting, and for such internal control as management 
determines is necessary to enable the preparation of interim financial statements that are free from 
material misstatement, whether due to fraud or error. 
 

Auditors’ responsibility 
Our responsibility is to express a conclusion on these interim condensed consolidated financial 
statements based on our review. 
 
We conducted our review in accordance with the review standard for interim financial statements in 
the Republic of Korea. A review of interim financial information consists of making inquiries, primarily 
of persons responsible for financial and accounting matters, and applying analytical and other review 
procedures. A review is substantially less in scope than an audit conducted in accordance with 
auditing standards generally accepted in the Republic of Korea. Consequently, it does not enable us 
to obtain assurance that we would become aware of all significant matters that might be identified in 
an audit. Accordingly, we do not express an audit opinion. 
 

Conclusion  
Based on our review, nothing has come to our attention that causes us to believe that the 
accompanying interim condensed consolidated financial statements are not presented fairly, in all 
material respects, in accordance with KIFRS 1034. 
 
  

Ernst & Young Han Young
Taeyoung Building, 111, Yeouigongwon-ro, 
Yeongdeungpo-gu, Seoul 07241 Korea

Tel: +82 2 3787 6600 
Fax: +82 2 783 5890 
ey.com/kr



 

 
 
 
 
Emphasis of matter 
Without modifying our conclusion, we draw attention to the following matters: 
Emphasis of matter in regard to key audit matters in engineer-to-order manufacturing sectors (ETO) 
 
In accordance with Accounting Audit Practice Guidelines 2016-1, key audit matters in ETO are 
selected on the basis of auditors’ professional judgment and communication with those charged with 
governance. Such procedures are based on the financial statements as a whole, and we do not 
express an opinion in regard to such matter. 
 
We have performed below reviewing procedures performed on the key audit matters in forming the 
conclusion. 
 
(1) Revenue recognition based on the percentage-of-completion, the appropriateness of the 
percentage-of-completion and the recoverability of unbilled construction contract 
 
As explained in Note 2 to the accompanying financial statements, when the outcome of construction 
contract can be reliably measured, construction revenue and construction costs are recognized based 
on the percentage-of-completion method. The percentage-of-completion is calculated by dividing total 
construction costs to date by the total estimated costs of the construction, and if such method does 
not reliably measure the construction contract, there exists risk in relation to measurement of 
construction revenue and construction costs. 
 
Further, the Group recognized accounts receivable (unbilled contract revenue) for construction cost to 
date, net of recognized loss, exceeding billed amounts. As at June 30, 2017, unbilled construction 
contract amounted to \557,610 million and if such amount is uncollected, the Group is exposed to 
risks in relation to asset measurement. 
 
We performed the following review procedures for the key audit matters associated with revenue 
recognition based on the percentage-of-completion, the appropriateness of the percentage-of-
completion and the recoverability of unbilled construction contract: 
 
 Inquiry about accounting policies on revenue recognition and any changes to the policies  
 Review as to whether it meets the criteria for reliably estimating the outcome of construction 

contracts  
 Inquiry and analytic review as to construction contracts with a significant change of the 

percentage-of-completion  
 Review as to reasons for the significant change and recoverability of unbilled construction 

contract 
 
(2) Uncertainty in estimating the total estimated costs of the construction contract and the appropriateness 
of accounting treatment for changes in construction 

 
As explained in Note 2 to the accompanying financial statements, the total estimated costs of the 
contract are based on the future estimates, and the total construction revenue is based on the agreed 
amount in the contract. However, the total revenue may change due to alterations in the original 
contract work and delays caused by the contractor in the completion of the contract. As a result, 
measurement of construction costs and contract revenue is affected by uncertainties associated with 
the outcomes of future events. 
 
 
  



 

 
 
 
 
 
We performed the following review procedures for the key audit matters, selected on the basis of 
auditors’ professional judgment, in relation to uncertainties in estimating the total contract costs and 
the appropriateness of accounting treatment for changes in construction:  
 
 Inquiry about the appropriateness of accounting treatments for the change of the total estimated 

costs and the change of construction contracts  
 Inquiry about the reason of significant changes of total construction revenue or the total 

estimated costs 
 

Other matters 
We have audited the consolidated statement of financial position of the Group as at December 31, 
2016, and the related consolidated statement of comprehensive income, consolidated statement of 
changes in shareholders’ equity and consolidated statement of cash flows for the year then ended in 
accordance with auditing standards generally accepted in the Republic of Korea and our report dated 
March 9, 2017 expressed an unqualified opinion thereon. The accompanying consolidated statement 
of financial position as at December 31, 2016, presented for comparative purposes are not different, 
in all material respects, from the above audited consolidated statement of financial position. 
 
We have reviewed the translation of the interim condensed consolidated financial statements 
mentioned above into United States dollar amounts on the basis described in Note 2 to the 
accompanying interim condensed consolidated financial statements. In our opinion, such statements 
have been properly translated on such basis. 
 
 
 
 
August 14, 2017 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This review report is effective as at August 14, 2017, the independent auditors’ review report date. 
Accordingly, certain material subsequent events or circumstances may have occurred during the 
period from the auditors’ review report date to the time this review report is used. Such events and 
circumstances could significantly affect the accompanying interim condensed consolidated financial 
statements and may result in modification to this review report. 
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“The accompanying interim condensed consolidated financial statements, including all footnote 

disclosures, have been prepared by, and are the responsibility of 
SK Holdings Co., Ltd.” 

 
 
 
Chey, Tae-won and Jang, Dong-Hyun 
Chief Executive Officers 
SK Holdings Co., Ltd.  



(Korean won in millions and U.S. dollar in thousands)

Notes

Assets
Current assets:                   

Cash and cash equivalents 5 \ 6,860,062 \ 7,086,957 $ 6,019,710 $ 6,218,811 
Trade accounts receivable 5, 6, 26, 31 9,576,101 10,398,471 8,403,037 9,124,667 
Other accounts receivable 5, 26, 30 1,749,878 1,828,941 1,535,519 1,604,897 
Inventories 7, 31 6,631,752 6,018,855 5,819,368 5,281,551 
Available-for-sale financial assets 5, 8, 31 121,036 179,448 106,209 157,466 
Other current assets 5, 17, 18, 31 5,881,213 6,301,260 5,160,770 5,529,361 
Assets held for sale 28 56,193 636,110 49,309 558,187 
Total current assets        30,876,235 32,450,042 27,093,922 28,474,940 

Non-current assets:
Long-term trade accounts receivable 5, 6 19,476 24,188 17,090 21,225 
Long-term other accounts receivable 5, 30 157,141 205,584 137,891 180,400 
Available-for-sale financial assets 5, 8, 31 1,547,196 1,527,092 1,357,666 1,340,025 
Investments in associates and 9, 31 12,366,251 11,559,899 10,851,396 10,143,822 

joint ventures
Property, plant and equipment 10, 31 40,054,074 41,032,505 35,147,485 36,006,059 
Investment property 11, 31 659,825 727,783 578,997 638,630 
Goodwill 12 631,756 575,233 554,366 504,767 
Intangible assets 13 11,072,071 11,197,157 9,715,752 9,825,515 
Deferred income tax assets 710,786 711,591 623,715 624,422 
Other non-current assets 5, 17, 18, 26 2,844,883 3,036,263 2,496,388 2,664,323 
Total non-current assets        70,063,459 70,597,295 61,480,746 61,949,188 

Total assets \ 100,939,694 \ 103,047,337 $ 88,574,668 $ 90,424,128 

Liabilities
Current liabilities:

Short-term borrowings 5, 14, 33 \ 1,819,302 \ 2,614,117 $ 1,596,439 $ 2,293,890 
Trade accounts payable 5, 26, 33 7,368,057 8,897,260 6,465,476 7,807,353 
Other accounts payable 5, 26, 33 2,137,337 3,241,765 1,875,515 2,844,652 
Provisions 15 288,006 420,803 252,726 369,255 
Current portion of long-term debt 5, 14, 33 6,365,812 5,629,577 5,586,006 4,939,959 
Other current liabilities 5, 17, 18, 33 8,080,039 7,850,072 7,090,241 6,888,445 
Liabilities held for sale 28 1,375 63,016 1,207 55,297 
Total current liabilities 26,059,928 28,716,610 22,867,610 25,198,851 

Non-current liabilities:
Bonds payable and  long-term borrowings 5, 14, 33 22,734,355 23,133,506 19,949,416 20,299,672 
Long-term other accounts payable 5, 33 4,004,243 4,601,776 3,513,727 4,038,062 
Retirement benefit obligation 16 351,512 229,378 308,452 201,279 
Provisions 15 100,190 104,331 87,917 91,551 
Deferred income tax liabilities 3,330,009 3,098,508 2,922,086 2,718,943 
Other non-current liabilities 5, 17, 18, 26, 33 803,349 836,504 704,939 734,033 
Total non-current liabilities 31,323,658 32,004,003 27,486,537 28,083,540 
Total liabilities 57,383,586 60,720,613 50,354,147 53,282,391 

Equity attributable to owners of the parent:
Issued capital 1, 19 15,385 15,385 13,500 13,500 
Other paid-in capital 19 4,636,652 4,741,139 4,068,666 4,160,354 
Retained earnings 19 9,138,777 8,368,122 8,019,285 7,343,034 
Other capital components 19 (124,113) (12,289) (108,911) (10,784)
Total equity attributable to owner of the parent 13,666,701 13,112,357 11,992,540 11,506,104 
Non-controlling interests 29,889,407 29,214,367 26,227,981 25,635,633 
Total equity 43,556,108 42,326,724 38,220,521 37,141,737 

Total liabilities and equity \ 100,939,694 \ 103,047,337 $ 88,574,668 $ 90,424,128 

The accompanying notes are an integral part of the interim condensed consolidated financial statements.

Translation into U.S. dollar
(Note 2)Korean won

June 30,
2017

December 31,
2016

June 30,
2017

December 31,
2016

Interim condensed consolidated statements of financial position
SK Holdings Co., Ltd. and its subsidiaries

as at June 30, 2017 and December 31, 2016

1



(Korean won in millions except for earnings per share)

Three Six Three Six
Notes months months months months

Sales 4, 26 \ 21,967,793 \ 45,030,312 \ 20,981,094 \ 41,479,154
Cost of sales 23, 26 19,668,736 39,966,802 18,211,196 36,184,118

Gross profit 2,299,057 5,063,510 2,769,898 5,295,036

Selling and administrative expenses 20, 23, 26 1,197,113 2,254,533 1,078,727 2,078,283

Operating income 4 1,101,944 2,808,977 1,691,171 3,216,753

Financial income 21 320,981 1,689,633 431,078 1,362,182
Financial costs 21 (419,758) (1,807,978) (606,212) (1,651,379)

and joint ventures, net 9 581,412 997,041 77,141 111,753
Other non-operating income 22 93,775 275,859 86,321 292,875
Other non-operating expenses 22 (195,235) (315,652) (301,518) (507,190)

Income from continuing operations 4 1,483,119 3,647,880 1,377,981 2,824,994
before income tax expense

Income tax expense from
continuing operations 24 (346,273) (894,826) (431,450) (801,484)

Net income from continuing operations 4 1,136,846 2,753,054 946,531 2,023,510

Loss from discontinued operation 27 (14,855) (15,695) (10,278) (24,581)

Net income 1,121,991 2,737,359 936,253 1,998,929
Attributable to:

Owners of the parent 407,141 1,000,683 287,615 674,666
Non-controlling interests 714,850 1,736,676 648,638 1,324,263

Other comprehensive income:
Items not to be reclassified to profit or 

loss in subsequent periods (net of tax):
Remeasurement loss on defined benefit plans (2,031) (30,069) (33,931) (64,782)

Items to be reclassified to profit or loss
in subsequent periods (net of tax):
Net gain (loss) on available-for-sale financial assets 106,102 162,592 (42,694) 18,673
Equity adjustments of investments in associates and

joint ventures 6,403 (81,477) (62,644) (51,976)
Net change in valuation of cash flow hedges (27,074) (26,038) (2,037) (15,096)
Net gain (loss) on translation of foreign operations 158,091 (292,539) 33,766 (60,690)
Net gain (loss) on translation to the presentation currency (1,101) (2,153) 4,144 (5,489)

240,390 (269,684) (103,396) (179,360)

Total comprehensive income \ 1,362,381 \ 2,467,675 \ 832,857 \ 1,819,569
Attributable to:

Owners of the parent 507,791 874,716 228,979 557,379
Non-controlling interests 854,590 1,592,959 603,878 1,262,190

Earnings per share (Korean won): 25 
Basic earnings per share \ 7,284 \ 17,907 \ 5,143 \ 12,068 
Basic earning per share from 7,303 17,935 5,176 12,186 

continuing operations

Gain related to investments in associates

(Continued)

SK Holdings Co., Ltd. and its subsidiaries
Interim condensed consolidated statements of comprehensive income
for the three months and six months ended June 30, 2017 and 2016

Korean Won
June 30, 2017 June 30, 2016
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(U.S. dollar in thousands, except for earnings per share)

Three Six Three Six
Notes months months months months

Sales 4, 26 $ 19,276,758 $ 39,514,138 $ 18,410,928 $ 36,397,994
Cost of sales 23, 26 17,259,333 35,070,904 15,980,340 31,751,595

Gross profit 2,017,425 4,443,234 2,430,588 4,646,399

Selling and administrative expenses 20, 23, 26 1,050,468 1,978,355 946,584 1,823,695

Operating income 4 966,957 2,464,879 1,484,004 2,822,704

Financial income 21 281,661 1,482,654 378,271 1,195,316
Financial costs 21 (368,338) (1,586,502) (531,952) (1,449,087)

and joint ventures, net 9 510,190 874,904 67,691 98,063
Other non-operating income 22 82,288 242,067 75,747 256,998
Other non-operating expenses 22 (171,319) (276,985) (264,582) (445,060)

Income from continuing operations 4 1,301,439 3,201,017 1,209,179 2,478,934
before income tax expense

Income tax expense from
continuing operations 24 (303,855) (785,211) (378,598) (703,303)

Net income from continuing operations 4 997,584 2,415,806 830,581 1,775,631

Loss from discontinued operation 27 (13,035) (13,772) (9,019) (21,570)

Net income 984,549 2,402,034 821,562 1,754,061
Attributable to:

Owners of the parent 357,267 878,100 252,382 592,020
Non-controlling interests 627,282 1,523,934 569,180 1,162,041

Other comprehensive income:
Items not to be reclassified to profit or 

loss in subsequent periods (net of tax):
Remeasurement loss on defined benefit plans (1,782) (26,386) (29,774) (56,846)

Items to be reclassified to profit or loss
in subsequent periods (net of tax):
Net gain (loss) on available-for-sale financial assets 93,105 142,675 (37,464) 16,385
Equity adjustments of investments in associates and

joint ventures 5,619 (71,496) (54,970) (45,609)
Net change in valuation of cash flow hedges (23,757) (22,848) (1,787) (13,247)
Net gain (loss) on translation of foreign operations 138,725 (256,703) 29,630 (53,256)
Net gain (loss) on translation to the presentation currency (966) (1,889) 3,636 (4,817)

210,944 (236,647) (90,729) (157,390)

Total comprehensive income $ 1,195,493 $ 2,165,387 $ 730,833 $ 1,596,671
Attributable to:

Owners of the parent 445,587 767,564 200,929 489,101
Non-controlling interests 749,906 1,397,823 529,904 1,107,570

Earnings per share (U.S. dollar): 25 
Basic earnings per share $ 6.39 $ 15.71 $ 4.51 $ 10.59 
Basic earning per share from 6.41 15.74 4.54 10.69 

continuing operations

The accompanying notes are an integral part of the interim condensed consolidated financial statements.

June 30, 2017 June 30, 2016

Gain related to investments in associates

SK Holdings Co., Ltd. and its subsidiaries
Interim condensed consolidated statements of comprehensive income
for the three months and six months ended June 30, 2017 and 2016 (cont'd)

Translation into U.S. dollars (Note 2)
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(Korean won in millions and U.S. dollar in thousands)

Notes 2016 2016
Cash flows from operating activities:

Net income \ 2,737,359 \ 1,998,929 $ 2,402,034 $ 1,754,061 
Non-cash adjustments 29 3,024,659 3,903,883 2,654,141 3,425,661 
Working capital adjustments 29 (1,595,185) (17,787) (1,399,776) (15,608)
Interest received 103,443 90,240 90,771 79,186 
Interest paid (539,986) (594,761) (473,838) (521,903)
Dividends received 158,466 131,886 139,054 115,730 
Income tax paid (880,371) (859,436) (772,526) (754,156)

Net cash provided by operating activities 3,008,385 4,652,954 2,639,860 4,082,971 

Cash flows from investing activities:
Decrease (increase) in short-term financial assets, net 422,938 (1,403,489) 371,128 (1,231,563)
Decrease in short-term loans, net (33,028) (22,593) (28,982) (19,825)
Proceeds from disposal of available-for-sale financial assets 200,473 230,252 175,915 202,046 
Proceeds from disposal of investments in associates and 4,111 31,898 3,607 27,991 

joint ventures
Proceeds from disposal of property, plant and equipment 85,415 113,052 74,952 99,203 
Proceeds from disposal of investment properties 1,467 224,094 1,287 196,643 
Proceeds from disposal of intangible assets 11,970 20,719 10,504 18,181 
Proceeds from disposal of assets held for sale 473,077 55,300 415,125 48,526 
Acquisition of available-for-sale financial assets (50,427) (270,347) (44,250) (237,230)
Acquisition of investments in associates and joint ventures (118,442) (78,099) (103,933) (68,532)
Acquisition of property, plant and equipment (2,051,944) (1,754,349) (1,800,583) (1,539,443)
Acquisition of investment properties (7,707) (975) (6,763) (856)
Acquisition of intangible assets (228,041) (197,795) (200,106) (173,565)
Changes in cash from changes in the scope of consolidation (59,305) (407,812) (52,040) (357,855)
Transfer of Business 302,651 - 265,577 - 
Others, net (48,413) (69,118) (42,482) (60,651)

Net cash used in investing activities (1,095,205) (3,529,262) (961,044) (3,096,930)

Cash flows from financing activities:

Decrease in short-term borrowings, net (834,252) (1,821) (732,057) (1,598)
Repayment of current portion of long-term debt (2,631,677) (2,208,073) (2,309,299) (1,937,586)
Increase in bonds payable and borrowings 3,152,350 2,981,486 2,766,190 2,616,257 
Increase in other accounts payable 1,500 165,870 1,316 145,551 
Cash inflows from transactions in equity of 96,392 118,521 84,584 104,002 

consolidated subsidiaries
Decrease in bonds payable and borrowings (343,126) (178,580) (301,093) (156,704)
Decrease in other accounts payable (307,947) (140,921) (270,224) (123,658)
Payment of dividends (1,161,401) (1,046,956) (1,019,130) (918,705)
Others, net (54,253) (3,622) (47,607) (3,178)

Net cash used in financing activities (2,082,414) (314,096) (1,827,320) (275,619)

Net increase (decrease) in cash and cash equivalents (169,234) 809,596 (148,504) 710,422 
Net foreign exchange effects (57,661) (25,228) (50,597) (22,138)
Cash and cash equivalents included in assets held for sale - (3,197) - (2,805)
Cash and cash equivalents at the beginning of the period 7,086,957 6,995,224 6,218,811 6,138,315 
Cash and cash equivalents at the end of the period \ 6,860,062 \ 7,776,395 $ 6,019,710 $ 1,395,903 

Translation into U.S. dollar

SK Holdings Co., Ltd. and its subsidiaries

(Note 2)Korean won
2017 2017

for the six months ended June 30, 2017 and 2016
Interim condensed consolidated statements of cash flows

For the six months ended June 30,

The accompanying notes are an integral part of the interim condensed consolidated financial statements.
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Interim
Financial Reporting Act on External Audit of Stock Companies
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Statement of Cash Flows 

Income Taxes 
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Financial Instruments 

Financial 
Instruments: Recognition and Measurement

Revenue from Contracts with Customers 

Accounting Policies, Changes in
Accounting Estimates and Errors

Share-based Payment 
Share-based Payment
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the Korean Commercial Code
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Monopoly 
Regulation and Fair Trade Act of the Republic of Korea
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Property, plant and equipment
     
   

Intangible assets
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