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INDEPENDENT AUDITORS’ REPORT

English Translation of Independent Auditors’ Report Originally Issued in Korean on March 8, 2019

TO THE SHAREHOLDERS AND THE BOARD OF DIRECTORS OF OCI COMPANY LTD.:
Report on the Audited Consolidated Financial Statements

Our Opinion

We have audited the accompanying consolidated financial statements of OCI Company Ltd. and subsidiaries

(the "Company”), which comprise the consolidated statements of financial position as of December 31, 2018 and December 31,

2017, respectively, and the consolidated statements of income, the consolidated statements of comprehensive income, consolidated
statements of changes in shareholders’ equity and consolidated statements of cash flows, for the years then ended, and a summary of

significant accounting policies and other explanatory information.

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 2018 and December 31, 2017, respectively, and its financial performance and its cash flows for the years then ended in

accordance with Korean International Financial Reporting Standards (“K-IFRS").

Basis for Audit Opinion

We conducted our audits in accordance with the Korean Standards on Auditing ("KSAs"). Our responsibilities under those standards are
further described in the Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Company in accordance with the ethical requirements, including those related to independence, that are relevant to
our audit of the consolidated financial statements in the Republic of Korea as required by prevailing audit regulations. We believe that

the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters
The key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were addressed in the context of our audit of the consolidated financial

statements as a whole, and in forming our audit opinion thereon, and we do not provide a separate opinion on these matters.

1. Impairment testing on construction in progress

1.1. Disclosures associated with the Key Audit Matters

With respect to impairment testing on construction in progress, the relevant matters are disclosed in the notes 2('SIGNIFICANT
ACCOUNTING POLICIES"), 3(‘CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY’) and
10('PROPERTY, PLANT AND EQUIPMENT’) to consolidated financial statements.

1.2. The principal considerations that led us to determine that the matter is a Key Audit Matter.

The construction in progress withdrawn from the existing investment in new facilities, in the Basic Chemicals Division, as disclosed in
the Note 10 to consolidated financial statements, accounts for a material portion; total construction in progress of

W 320,265 million (Machinery and equipment ¥ 295,654 million, Buildings and structures W 24,611 million). Since the construction has

been halted until the year end of 2018, indications of impairment are deemed to exist.

The recoverable amount is measured under a cost approach, by using the third party assessment institution and an income approach

is considered for the additional verification. The calculation of fair value of construction in progress is dependent on the Company’s

estimates and judgments including the evaluation methodology and model, data references and impairment rates, etc. Therefore,
considering its significant influence on the Company’s assets, accounting for impairment loss of construction in progress is determined

as a Key Audit Matter.

1.3. How the Key Audit Matter was addressed in the Audit
Our major audit procedures related to accounting for the impairment of construction in progress included the following, among others:
« Identification of indication of impairment in accordance with K-IFRS.
« Evaluation of the appropriateness of the valuation model when estimating the recoverable amount.
» Design test on the effectiveness of controls over the impairment of construction in progress.
« Verification on the accuracy and completeness of the object of impairment testing.
» Observation of physical inspection to examine existence and physical damage of the assets.
« With the assistance of auditor’s expert, an appraisal and assessment institution, evaluating the appropriateness of the
Company'’s estimates and judgments on the calculation of fair value.

« Evaluation of reasonableness of future business plan by interviewing the executive director of the division.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation of the accompanying consolidated financial statements in accordance with K-IFRS, and for
such internal control as they determine is necessary to enable the preparation of consolidated financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management of the Company is responsible for assessing the Company'’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting

unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance’s responsibilities include overseeing the Company’s financial reporting process.

Auditor’'s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with KSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated financial

statements.
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As part of an audit in accordance with KSAs, we exercise professional judgment and maintain professional skepticism throughout the audit.

We also:

« |dentify and assess the risks of material misstatement of the consolidated financial statements, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,

intentional omissions, misrepresentations, or the override of internal control.

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by

management.

« Conclude on the appropriateness of the management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditors’
report to the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditors’ report. However, future events or conditions may

cause the Company to cease to continue as a going concern.

« Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and whether the

consolidated financial statements represent the underlying transactions and events in a manner that achieves fair presentation.

« Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Company to
express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and performance of the

group audit. We are solely responsible for our audit opinion.

We communicate with those charged with governance of the Company regarding, among other matters, the planned scope and timing of the

audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance of the Company with a statement that we have complied with relevant ethical requirements,
including those related to independence, and to communicate with them all matters that may reasonably be thought to bear on our

independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most significance in the
audit of the consolidated financial statements of the current period and are therefore the Key Audit Matters. We describe these matters in our

auditors’ report, unless law or regulation precludes public disclosure about the matter.

The engagement partner on the audit resulting in this independent auditors’ report is Jo, Tae Jin.

Delosne '}"j“' uc

Deloitte

Deloitte Anjin LLC
Notice to Readers 9F., One IFC, 10, Gukjegeumyung-ro
This report is effective as of March 8, 2019, the auditors’ report date. Certain subsequent events or circumstances may Youngdeungpo-gu, Seoul 07326, Korea
have occurred between the auditors’ report date and the time the auditors’ report is read. Such events or circumstances Tel: +82 (2) 6676 1000 Fax: +82 (2) 6674 2114
could significantly affect the consolidated financial statements and may result in modifications to the auditors’ report. www.deloitteanjin.co.kr

March 8, 2019

OCI COMPANY LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF DECEMBER 31, 2018 AND 2017

December 31, 2018

Korean won in thousands

December 31, 2017

ASSETS

CURRENT ASSETS:

Cash and cash equivalents

W744,271,382

W913,972,875

Short-term financial assets 222,415,399 120,711,071
Trade and other accounts receivable 434,239,609 533,941,415
Derivative assets 88,873 330,834
Assets held for sale - 21,695,575
Inventories 544,617,696 358,344,589
Current tax assets 2,985,762 63,437,197
Other current assets 70,084,601 85,993,444

2,018,703,322

2,098,427,000

NON-CURRENT ASSETS:

Long-term financial assets 53,965,257 14,448,134
Long-term trade and other accounts receivable 22,072,200 44,500,696
Deferred tax assets 114,847,158 114,285,765
Investments in joint ventures and associates 69,666,526 70,150,309
Investment property 73,666,795 76,361,743

Property, plant and equipment

3,257,068,413

3,290,787,630

Intangible assets 41,795,245 42,768,244
Non-current tax assets - 316,681,333
Other non-current assets 7,805,530 9,413,783

3,640,887,124 3,979,397,637

TOTAL ASSETS

W5,659,590,446

#6,077,824,637

Continued
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OCI COMPANY LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (CONTINUED)

AS OF DECEMBER 31, 2018 AND 2017

December 31, 2018

Korean won in thousands

December 31, 2017

LIABILITIES

OCI COMPANY LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

Korean won in thousands, except for income per share data

2018 2017

CURRENT LIABILITIES:

Sales

W3,112,143,978 #3,631,633,189

Short-term financial liabilities

W705,771,074

W753,150,725

Cost of sales

(2,746,371,833) (3,133,143,807)

Trade and other accounts payable 366,075,274 416,294,650
Derivative liabilities - 2,141,490
Current tax liabilities 12,168,321 35,461,012
Provisions 2,473,295 6,277,895
Other current liabilities 6,410,778 1,018,234

1,092,898,742

1,214,344,006

NON-CURRENT LIABILITIES:

Long-term financial liabilities 802,993,019 1,162,928,886
Long-term trade and other accounts payable 26,877,230 20,553,083
Non-current provisions 9,181,137 8,993,095
Retirement benefit obligation 23,754,686 16,848,294
Deferred tax liabilities 3,713,013 6,873,740
Other non-current liabilities 207,607,654 231,591,054

1,074,126,739

1,447,788,152

TOTAL LIABILITIES

2,167,025,481

2,662,132,158

SHAREHOLDERS' EQUITY

SHAREHOLDERS' EQUITY:

Gross profit 365,772,145 498,489,382
Selling and administrative expenses (207,102,066) (214,041,657)
Operating income 158,670,079 284,447,725
Financial income 83,026,411 127,334,839
Financial expense (133,458,149) (209,031,391)
Share of profits of joint ventures and associates 4,199,073 2,607,715
Other non-operating income 53,168,581 126,458,713
Other non-operating expense (35,132,117) (52,139,873)
I bef income tax expense

neome e. or'e ne ) X exp 130,473,878 279,677,728
from continuing operations

Income tax expense from continuing operations (25,607,425) (36,085,245)
Income from continuing operations 104,866,453 243,592,483
Income (loss) from discontinued operations (1,047,639) (10,951,761)

Net income

103,818,814 W232,640,722

Capital 127,246,855 127,246,855
Other contributed capital 785,555,906 785,586,561
Other components of capital (12,116,579) (37,876,067)

Net income (loss) attributable to:

Retained earnings

2,528,757,758

2,477,378,253

Owners of the Company

103,786,692 W234,900,884

3,429,443,940

3,352,335,602

NON-CONTROLLING INTERESTS

63,121,025

63,356,877

TOTAL SHAREHOLDERS' EQUITY

3,492,564,965

3,415,692,479

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

w5,659,590,446

%6,077,824,637

Concluded

Non-controlling interests 32,122 (2,260,162)
Net income per share (in Korean won)
Basi d diluted income per share from continuing operations
asic and di > P gop W4,352 W9,849
and discontinued operations
Basic and diluted income per share from continuing operations W4,386 10,208
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OCI COMPANY LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

Korean won in thousands

OCI COMPANY LTD. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

Korean won in thousands

2018 2017
Net income w103,818,814 W232,640,722
Other comprehensive income (loss):
Iltems that will not be reclassified subsequently to income (loss): (5,946,518) (5,203,447)
Remeasurement factor on defined benefit plans (5,946,518) (5,203,447)
Iltems that may be reclassified subsequently to income (loss): 25,537,214 (66,757,440)
Gain (loss) on valuation of Available For Sale (“AFS") financial assets - 1,618,009
Share of other comprehensive income of joint ventures
and associates 283,613 (1,316,914)
Gain on overseas operations translation 25,253,601 (67,058,535)
19,590,696 (71,960,887)
Comprehensive income Ww123,409,510 w160,679,835
Comprehensive income (loss) attributable to:
Owners of the Company W123,645,266 W166,235,657
Non-controlling interests W(235,756) W(5,555,822)

Equity directly
Other Other associated Owners Non- Total
contributed components Retained with assets of the controlling shareholders’
Capital capital of capital earnings  held for sale Company interests equity
January 1, 2017 127,246,855 785,631,703 25,588,360  W2,257,217,917 W-  #3,195,684,835 W68,912,699 W3,264,597,534
Dividends - - - (9,639,748) - (9,639,748) - (9,639,748)
Net income (loss) - - - 234,900,884 - 234,900,884 (2,260,162) 232,640,722
Pa|d—\n.caip|.tal increase ~ (45142) - - - (45142) B (45142)
of subsidiaries
Gain on valuation of AFS - - 1,618,009 - - 1,618,009 - 1,618,009
financial assets
Share of other
comprehenswe income _ - (1,319,561) 2,647 - (1,316,914) - (1,316,914)
(loss) of joint ventures
and associates
Loss on overseas - - (63,762,875) - - (63,762,875) (3,295,660) (67,058,535)
operations translation
Remeasurement factor - - - (5,203,447) - (5,203,447) - (5,203,447)
on defined benefit plan e B B
December 31, 2017 W127,246,855 785,586,561 W(37,876,067) W2,477,378,253 W-  W3,352,335,602 w63,356,877 | W3,415,692,479
January 1, 2018 W127,246,855 785,586,561 W(37,876,067)  W2,477,378,253 W-  W3352,335,602 W63,356,877 W3,415,692,479
Effect of changes in - - (79,364) 79,364 - - B -
accounting policy
Dividends - - - (46,506,273) - (46,506,273) (96) (46,506,369)
Net income (loss) - - - 103,786,692 - 103,786,692 32,122 103,818,814
Paid-in capital increase
. - 30,655 - - - 30,655 - 30,655
of subsidiaries (30,685) (30,665) (30,665)
Share of other
comprehensive income - - 301912 (18,299) - 283,613 - 283,613
(loss) of joint ventures
and associates
Gain (loss) on overseas - - 25,536,940 - - 25,536,940 (283,339) 25,253,601
operations translation
Remeasurement factor
. . - - - 5,961,979 - 5,961,979 15,461 5,946,518
on defined benefit plan (5,961,979) (6:961.979) ! (5:946,518)
December 31, 2018 127,246,855 #785,555,906  %(12,116,579) W2,528,757,758 W-  #3,429443,940 w63,121,025 | W3,492,564,965
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OCI COMPANY LTD. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017

Korean won in thousands

Korean won in thousands

2018 2017
CASH FLOWS FROM FINANCING ACTIVITIES:
Increase in short-term borrowings 510,277,226 494,076,698
Decrease in short-term borrowings (514,562,723) (419,628,213)
Decrease in current portions of long-term financial liabilities (520,909,814) (732,593,772)
Increase in long-term borrowings 11,725,580 300,508,120
Decrease in long-term borrowings - (142,247,491)
Issuance of debenture 99,706,500 214,227,090
Increase in government subsidies 84,600 169,600
Payment of dividends (46,501,275) (9,5644,734)
Others 23,516 (45,142)

2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash generated from operating activities W393,671,229 w537,730,233
Interest income received 23,969,619 9,410,228
Interest expense paid (69,319,578) (71,561,175)
Dividends income received 511,706 2,395,558
Income taxes refund 327,680,182 2,302,307
Net cash provided by operating activities 676,513,158 480,277,151
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease in short-term financial instruments 459,826,278 154,717,012
Increase in short-term financial instruments (555,037,010) (111,941,449)
Decrease in short-term loans 1,072,378 31,500
Decrease in HTM investments - 247915
Decrease in financial assets measured at amortized cost 125,055 -
Increase in financial assets measured at amortized cost (85,220) -
Decrease in AFS financial assets - 24,132,103
Increase in financial assets measured at FVTPL (42,642,970) -
Increase in long-term financial instruments (5,002,860) (16,179,709)
Decrease in long-term loans 20,376 122,330
Increase in long-term loans (60,000) (90,000)
Disposal of investment in property - 403,300
Disposal of property, plant and equipment, etc. 2,143,510 447,059,346
Acquisition of property, plant and equipment (276,651,656) (112,706,302)
Disposal of intangible assets 329,805 1,202,882
Acquisition of intangible assets (4,964,893) (6,022,930)
Disposal of investment in associates - 39,789,000
Acquisition of joint ventures (250,000) -
Decrease in other non-current assets 48,015 -
Disposal of assets held for sale 22,251,779 23,815,391
Cash outflows arising from business combinations - (28,841,300)
Net cash provided by (used in) investing activities (398,877,413) 415,739,089

Net cash used in financing activities

(460,156,390)

(295,077,844)

CHANGES IN CASH AND CASH EQUIVALENTS DUE TO FOREIGN
CURRENCY TRANSLATION

12,819,152

(25,572,442)

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

(169,701,493)

575,365,954

CASH AND CASH EQUIVALENTS, BEGINNING OF THE YEAR

913,972,875

338,606,921

CASH AND CASH EQUIVALENTS, END OF THE YEAR

W744,271,382

w913,972,875
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