




Since its founding in 1945, AMOREPACIFIC has devoted itself to the business of beauty and

health, always striving to be the first and the best with outstanding products and superior market-

ing. Throughout its history, AMOREPACIFIC has consistently maintained its position as Korea’s

leader in the field of cosmetics.

Through its corporate commitments to service to humankind, respect for people, and the creation

of a better future, AMOREPACIFIC continues to advance, providing ever greater satisfaction for

customers, cultivating the talents of its employees, and constantly developing new products.

AMOREPACIFIC brings a globally oriented, progressive spirit to support all aspects of its work,

including research, production, and marketing, as well as relations with other businesses. Until it

reaches a world-class level in all its endeavors, AMOREPACIFIC will continue to meet every chal-

lenge as it helps make beauty and good health a part of our everyday lives in the 21st century.
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blooming in Paris

Lolita Lempicka    Launched in 1997    Available in 75 countries worldwide
Castelbajac    Launched in 2001    Available in 35 countries worldwide  



AMOREPACIFIC began its advance into the French market in 1990, and today the Lolita

Lempicka and the Castelbajac brands of perfume are enjoying brisk sales in this world center

of the fashion and cosmetic industries. Lolita Lempicka is now being exported to 75 countries

as AMOREPACIFIC’s popularity spreads from its Paris base worldwide.



blooming in Hong Kong

Laneige    Launched in 2002    Available in eight department stores



Hong Kong is the perfect market for AMOREPACIFIC, which strives to achieve a harmo-

nious balance of Asian spirit and Western beauty. AMOREPACIFIC made its full-fledged

entry into the Hong Kong market in June 2002 with the introduction of its herbal cosmetic

brand, Laneige. Laneige products are proving their appeal to women at Sogo and other

prestigious department stores in Hong Kong, where East and West truly do meet.



blooming in Shanghai

Laneige    Launched in 2002    Available at 28 department stores in 14 major Chinese cities



Now you’ll find AMOREPACIFIC also in Shanghai, one of the world’s great commercial

centers and a hub of Asia. AMOREPACIFIC first entered the Chinese market in 1992

and since July 2002 has been manufacturing Laneige products at its factory in Shanghai.

Today the Laneige brand is available at 28 department stores in 14 major Chinese cities,

including Shanghai, Beijing, and Shenyang.



blooming in NewYork

AMOREPACIFIC    Launched in 2003    Available at AMOREPACIFIC Beauty Gallery & Spa and Bergdorf Goodman



In September 2003, AMOREPACIFIC opened its flagship store, the AMOREPACIFIC

Beauty Gallery & Spa, in New York’s Soho art district. Soon afterwards, a sales counter spe-

cializing in AMOREPACIFIC products was opened at Bergdorf Goodman on 5th Avenue,

one of the world’s most prestigious department stores. From this base in New York,

AMOREPACIFIC hopes to expand all across the United States and eventually the world.



blooming in Seoul

AMOREPACIFIC    Founded in 1945    Number-one company in Korean cosmetics market



AMOREPACIFIC has been the leader of Korea’s cosmetic industry since the compa-

ny’s establishment in 1945. AMOREPACIFIC is concentrating its efforts on develop-

ing into a global company that provides total care for the beauty and health of its

customers, and its advance into world markets begins right here at home, in Seoul.
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A Message from the CEO



Toward a world’s  
top company
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In 2003, AMOREPACIFIC was able to build better relations with its business partners and

customers by responding with prudence and good timing to changes in a rather bumpy

business environment.

Through ongoing research and development and relentless innovation, we introduced

products of superior quality and helped women make their “Dream of Beauty” come true

through our array of such beloved brands as Hera, Sulwhasoo, Iope, and Laneige.

In spite of a stagnating economy, AMOREPACIFIC did relatively well, thanks to the

ongoing support of our customers. Total sales recorded KRW1,337 billion and operating

income reached KRW212 billion. This success was the result of good turnover in both

door-to-door and department store sales, and sales through cosmetic counseling, all in the

context of a trend toward high-end consumerism. Increased sales of our prestige brands,

increases in superstore distribution sales, and steady growth of our green-tea business also

contributed to our excellent record.
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The year 2003 brought KRW640 billion  in door-to-door and department store sales, for an

increase over the previous year of 13.6 percent. Personal-care product sales came to KRW151

billion, and our green-tea business grew 17.5 percent, recording KRW80 billion in sales.

With a vision of becoming one of Asia’s strongest companies, AMOREPACIFIC is making

inroads in the Chinese market and is also establishing a firm foothold in the French cos-

metic and perfume market with the Lolita Lempicka brand. Lolita Lempicka's share of

the women's fragrance market in France reached 2.6 percent, giving it a ranking among

the top four. In September 2003, the flagship brand AMOREPACIFIC generated a lot of

interest when it was launched in New York. By pushing ahead with such global activities,

AMOREPACIFIC will eventually boast a worldwide marketing network.

AMOREPACIFIC's long-term vision is to become a global company that provides total

care for the beauty and health of our customers. Other goals include becoming one of the

world's top ten cosmetic companies by fully developing ten megabrands and becoming the

leader in cosmetic health foods through the growth of three megabrands.

A Message from the CEO
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Our basic strategies to achieve these goals are ethical management, innovation of cus-

tomer value, globalization, and increasing profitability. To implement these strategies, we

will make AMOREPACIFIC a great place to work, conduct cost-reduction programs, and

carry out programs of ground-based sales activities.

On the basis of its spirit of service to humankind with mutual respect and trust on the

part of everyone at AMOREPACIFIC, the company will create a future in which it is one

of the world's top companies. In 2004, through quick response to changes in markets and

concentration on its core businesses, AMOREPACIFIC will continue to expand and grow

both physically and in terms of profits.

Thank you.
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Kyung-Bae SuhPres ident  and CEO

Current Ratio
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Toward beauty and  
good health

Through products of outstanding quality, creative marketing, and the very best in

customer services, AMOREPACIFIC is leading the fields of cosmetics and cosmet-

ic health foods in Korea. Today AMOREPACIFIC has gone beyond Asia and is

active in markets in Europe and the Americas as it grows, through globalization,

development of megabrands, and product strength, to become a truly worldwide

company that is part of the lives of people everywhere.

Vision & Strategy
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To become a global company that provides total care for 
the beauty and health of our customers

AMOREPACIFIC exists for the purpose of improving the quality of life and enriching it by making beauty

and good health a normal part of everyone’s routine everyday.

In today ’s world there is a much greater concern for beauty and health than ever before, and

AMOREPACIFIC has responded to that trend by transforming itself into a global company that provides

its customers-through powerful brands and customer-centric services-the means to possess the beauty

and health they so desire.

To become one of the world’s top ten cosmetic companies 
by fully developing ten megabrands

As the indisputable leader of the cosmetic industry in Korea, AMOREPACIFIC is also breaking into mar-

kets worldwide and working to enhance its position in such markets as China, France, and the United

States. Overseas sales came to an annual total of US$81 million and are expected to expand to US$130

million by 2005. By 2015, AMOREPACIFIC’s ten megabrands will take it to a ranking among the world’s

big ten cosmetic companies.

To become the leader in cosmetic health foods through 
the growth of three megabrands

In an age that emphasizes the well-being of both the body and the mind, AMOREPACIFIC enjoys a big

advantage in the fast-growing field of green tea.

AMOREPACIFIC is already the leader in this field, with a 57-percent share of the green-tea market. The

company’s Sulloc Cha, which is the representative brand in this category in Korea, and the V=B Program

are the focus of the company’s development of three megabrands that will carry AMOREPACIFIC into

the leading position in cosmetic health foods.
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Ethical Management

From the time of its founding, AMOREPACIFIC has followed a management philosophy of contributing

to humanity through technology and responsibility by providing consumers the very best products and

services with honesty and reliability. On this basis, the company has worked hard to maintain a relation-

ship of trust with its customers. Since 1993, when the company announced a policy of taking “Full

Responsibility” for product quality, service, and environmental effects, AMOREPACIFIC has operated in

an environmentally friendly manner, used electronic procurement systems, instituted transparent

accounting practices, and contributed actively to society, creating for itself a corporate image of trust-

worthiness and responsible, transparent management.

In 2003, celebrating the 58th anniversary of its establishment and the 10th anniversary of the “Full

Responsibility” policy, AMOREPACIFIC announced a strengthened policy under the slogan “Ethical

Management! A New Commitment to Full Responsibility for the 21st Century.” The company began the

year with a ceremony at which all staffers and managers swore to uphold the new policy and promised

to participate fully in ethical management campaigns and other related activities. During 2004, various

aspects of the new policy will be introduced step-by-step, including special training for all employees, an

internal reporting system, a self-evaluation system, and an “Ethical Management” website. By 2005, the

ethical management system will be firmly in place with procedures for evaluating the system and indi-

vidual achievement fully operational.

Innovation of Customer Value

AMOREPACIFIC has long been renowned for its strongly market-oriented systems, which flexibly

respond to consumer needs and changes in the marketplace.

At The Amore, a promotional center which operates seven days a week year-round, anyone interested in

cosmetics can experience AMOREPACIFIC products, have a skin evaluation and beauty consultation, all

at no charge. In September 2001, AMOREPACIFIC also opened its O’Sulloc Museum, where visitors can

learn about green tea.

In 2003, in order to enhance the awareness of customer satisfaction among everyone in the company,

AMOREPACIFIC instituted the Customer Satisfaction Star Awards. Under this program, members of

management or staff who have been leaders in activities to ensure greater customer satisfaction are

sought out for special appreciation and are recognized as examples for all to emulate.

AMOREPACIFIC continues to reinvent itself as a company that never stops finding new and better ways

to satisfy its customers.

Vision & Strategy
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Globalization

Since its founding, AMOREPACIFIC has maintained its number-one position in the Korean cosmetics

industry, with AMOREPACIFIC brands such as Hera and Sulwhasoo enjoying a big lead over their

imported equivalents; but now, AMOREPACIFIC is moving from being the leader domestically to

becoming a global force in cosmetics, establishing an initial foothold in the Chinese and the French mar-

kets. China was chosen because of both the potential offered by the sheer size of its market and its geo-

graphical and cultural proximity. France was also a natural choice because it is the trend-setting center of

the fashion and cosmetic industries and is the gateway through which all global brands must pass.

AMOREPACIFIC’s current annual overseas sales come to US$81 million and plans are to increase that

figure to US$130 million by 2005. To achieve this goal, AMOREPACIFIC has already begun to push into

markets in the United States and other advanced countries, and will speed up its entry into other mar-

kets in the Chinese sphere of influence, including Hong Kong, Singapore, and Taiwan. AMOREPACIFIC

will, through such globalization efforts, reach a position among the world’s top ten cosmetic companies.

Increasing Profitability

In spite of the recent, rather sluggish economic environment in Korea, AMOREPACIFIC- thanks to its

powerful brand image and highly efficient logistic systems-managed to strengthen its predominance in

the domestic market and has enjoyed the highest profit margins.

Sulwhasoo products, based on the principles of traditional herbal medicine, have created a stir, reaching

sales of more than KRW200 billion in 2002, only five years after the brand’s introduction. They are now

among the most popular and renowned local cosmetic products at high-end department stores.

Hera, the meeting of science and sensitivity in a high-end product aimed at younger consumers, already

broke the KRW200-billion mark in sales in 2001. It is regarded as one of Korea’s most prestigious brands

and boasts tremendous success in the fiercely competitive milieus of both department stores and door-

to-door sales.

AMOREPACIFIC plans to continue to heavily promote its high-class image in department stores, which

have been showing very strong growth potential in response to a consumer trend toward favoring more

high-end goods.
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The driving force
toward 
globalization

Core Competitiveness
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Innovative R&D

For the first time in Korea, AMOREPACIFIC has patented such ser-

vices as a skin evaluation that measures dryness, pollutants, and

sensitivity. AMOREPACIFIC began offering this service on July 10,

2000, giving consumers advice on what skin-care products, cosmetics,

and techniques are best for their skin type and condition, also tak-

ing into consideration the weather and the changing environment.

Customers can access this service through the website www.beau-

tydream.com or by telephone.

The AMOREPACIFIC Research and Development Center boasts

Korea’s highest level of technology for cosmetics R&D. In 2003, the

center was awarded the Excellent Korean Technology Mark of

Approval, which is jointly given by the Ministry of Science and

Technology and the Korea Industrial Technology Association, for

developing technology for the stabilization of cosmetic active ingre-

dients by using the polyol template and partitioning effect. Thanks

to this revolutionary new technology, substances that would be

beneficial to the physiology of the skin but previously could not be

safely used can now be incorporated in various forms in mass-pro-

duced cosmetics without sacrificing their effectiveness. This new

technology is now being applied to certain AMOREPACIFIC prod-

ucts, including Iope, Sulwhasoo, and Verite.

The AMOREPACIFIC R&D Center is concentrating its research on

aging, complexion, and hair growth and its Pharmaceutical and

Health Research Institute is focusing on obesity, inflammations,

and immunity.

AMOREPACIFIC is researching technology for making life more beautiful and

healthier. The company is leading the fields of cosmetics and cosmetic health foods

through unrelenting, innovative research and development.
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With the great variety of its products, which include a wide range

of brands such as Hera, Sulwhasoo, Iope, and Laneige, AMOREPA-

CIFIC must conduct effective brand management in order to devel-

op brands that are worthy of world renown. This encompasses

product design that is sensitive to market trends, seasonally updat-

ed colors, and global design networking.

In 2003, in the 4th Korea Design Power Index Survey, conducted

by Korea Management Association Consultants, two AMOREPA-

CIFIC brands won the top ranking for package design: Laneige

women’s makeup cosmetics and Odyssey men’s cosmetic prod-

ucts. 

Consumers’ awareness of AMOREPACIFIC brands is also greatly

enhanced through its operation of The Amore, where consumers

can directly experience the company’s products at no charge;

Laneige Happy Square, an experiential sales center; and AMOREPA-

CIFIC’s skin evaluation service. Through these products and services,

the company hopes to plant in the customers’ minds the equation

“experience + cosmetics + skin treatment = AMOREPACIFIC.”

AMOREPACIFIC will continue to enhance brand value by constantly

refreshing consumers’ awareness of AMOREPACIFIC brands by

providing them with ever-new experiences of the company’s many

fine products.

Brand Management
All of AMOREPACIFIC’s brands embody the very highest in value for

customers, offering them ever new experiences for the senses.
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A Great Place to Work

In 2003, in response to the growing recognition of the importance

of lifelong education, AMOREPACIFIC inaugurated its E-Family

Campus, an educational website for families of employees (ecam-

pus.amorepacific.co.kr). The site provides useful learning oppor-

tunities that users can access anywhere, anytime.

Also, the company and the labor union have jointly instituted a

campaign to help make AMOREPACIFIC a more enjoyable place to

work.  

TCR-Total Cost Reduction, Total Creative Revolution

AMOREPACIFIC has been conducting its MASTER 21 (Man,

Machinery and Space Technology Efficiency Revolution, 21st

Century), and through its company-wide cost-reduction activities,

was able to reduce expenditures by KRW28.5 billion in 2002 and

KRW28.3 billion in 2003.

AMOREPACIFIC is also working to raise its productivity to a

world-class level, constantly renewing and improving production

processes through such practical activities as total productivity

innovation.

Ground-Based Sales Activities

In 2003, AMOREPACIFIC boosted its retailing power through a

number of activities. The program of regular training for all employ-

ees about the company’s products was strengthened, detailed

analysis of sales data by specialty stores was carried out, in-store

merchandising activities were reinforced, and success stories relat-

ed to customer relationship management at specialty stores were

sought out and publicized.

Throughout the year, “Clean-Up Day” events were conducted on a

regular basis to help improve the atmosphere in specialty stores,

improve relations with them, and enhance the company’s image.

To strengthen its partnership with specialty stores, AMOREPA-

CIFIC will continue to conduct operational activities that are mutu-

ally strategically beneficial.

Continuous Innovation
Ongoing innovation is the source of AMOREPACIFIC’s competitive strength and the driving force

behind its growth. At AMOREPACIFIC innovation is continuous in every aspect of our work, from

production to sales, our organization and corporate culture, and our customer services.
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Under the banner “Digital Dream Company,” AMOREPACIFIC has

been making efforts to digitalize all of its main systems and work-

ing processes. The company continued its Supply Chain Management

(SCM) program for consolidating and optimizing data management

and working processes for all production, logistics, and sales. In

April 2001, the Digital Dream Project Promotion Department was

established and proceeded with the work of reorganizing all systems

under Enterprise Resource Planning (ERP) managerial control.

With ERP in full operation since June 2002, the company is now

able to plan production on the basis of immediately available sales

data and to manage inventory more efficiently in real time. ERP

constitutes a sort of infrastructure that enables AMOREPACIFIC to

operate in a truly customer-centric fashion. It has provided a basis

for strengthened competitiveness, and continued application of

the SCM program will double the achievements made under ERP.

AMOREPACIFIC has entered into strategic technical-assistance

agreements with firms in the information technology sector in

order to create the world’s first digital door-to-door sales system,

which went into full operation in April 2003. The system, called

Sales Force Automation, enables sales personnel to access and

update data immediately, saving time and allowing for sales

and counseling operations that are based on up-to-the-minute

valid data. Salespersons connect to the system by means of a PDA

device called IRIS Phone.

AMOREPACIFIC will continue to strengthen its ability to respond

flexibly to changes in the marketplace through technological inno-

vation, introducing timely new strategies, products, and services.

Digital Business Transformation
To be a true world leader, a company has to be first to adjust to change.

AMOREPACIFIC has become a truly customer-centric operation through digital-

ization of both its infrastructure and its mind-set.
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Friendly Relations with Society

Social Contributions

Aware of its responsibility to society from early on, AMOREPA-

CIFIC has gained respect as a company that works for the better-

ment of society through various cultural projects and assistance

programs. AMOREPACIFIC supports and promotes women’s health

through the Korea Breast Cancer Foundation, which the company

itself established and operates. AMOREPACIFIC also funds various

scholarship programs for the less privileged. 

The company also takes an active role in helping low-income fam-

ilies and in promoting a better quality of life through social welfare

programs run by the AMOREPACIFIC Welfare Foundation, which

received a presidential commendation at a ceremony commemo-

rating the 4th Annual Social Welfare Day. The foundation was

established in April 1982, in accordance with the wishes of the

late founder and chairman of AMOREPACIFIC, Mr. Sung-Whan

Suh, who always worked to make his company a good corporate

citizen. With the goal of helping create a more abundant society,

the foundation works in six areas: providing assistance for social wel-

fare facilities, promoting social welfare, providing financial assis-

tance for the medical expenditures of low-income families, fund-

ing academic research done by social welfare agencies and orga-

nizations, miscellaneous welfare-related projects, and providing

assistance in the form of personal-care products. 

AMOREPACIFIC will continue to take the lead in finding ways,

both great and small, to make our society more beautiful.

Environmental Activities

Through its Green Movement and the work of its Environmental

Preservation Committee chaired by the CEO, AMOREPACIFIC has

been greatly improving the effectiveness of its environmental man-

agement system. The company was officially designated an

Environmentally Friendly Company in 1996, and in 2000 received

the ISO14001 environmental management quality certification. In

2001, AMOREPACIFIC received the Environmental Management

Award at the National Quality Management Convention, and in

2003 was again designated an Environmentally Friendly Company.

AMOREPACIFIC will continue to work to achieve its goals for the

environment, safety and public health, and corporate competi-

tiveness, through ongoing management programs.

The world that AMOREPACIFIC dreams of is one in which everyone will enjoy a more

beautiful, healthier life. AMOREPACIFIC is helping create such a world through its

contributions to society and through environmentally sound operations.
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Everyone’s 
favorite brand

AMOREPACIFIC is globalizing its operations and strengthening its

product lines by among other things developing and nurturing products

with mega-brand potential.

Through rapid response to changes in markets and concentration on core

brands, AMOREPACIFIC is achieving its two important goals of increas-

ing the efficiency of its investments and globalizing its product lines.

Our Lines of Business
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Asian Beauty in a Modern Product with Global Appeal  
www.amorepacific.com

The AMOREPACIFIC flagship brand is a prestigious line of skin-care products for the
woman who wants to create an attractive personal style by nurturing and bringing
forth her own inner sources of beauty and grace.
AMOREPACIFIC skin-care products incorporate ingredients from green tea and
Asian botanicals, which promote the production of skin cells, offering the user
the promise of lasting youthful vitality. These ingredients are present in the form of
nanometric particles that penetrate the skin deeply and quickly for the greatest effec-
tiveness.
After its successful launches in Seoul and New York, this prestigious and modern,
yet authentically Korean brand will be introduced to markets worldwide.

b e a u t y
Always number one in the domestic cosmetic industry, AMOREPACIFIC is now active in overseas

markets, including France, China, and the United States. Through concentrated efforts toward the

development of its megabrands, AMOREPACIFIC is growing to become a global company that

offers a comprehensive range of beauty products.
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The Promise of Youthful Skin 
www.hera.co.kr

Hera is the brand that harmo-
niously combines the benefits
of art and science in order to
realize the esthetic ideal of
beautiful skin.
Launched in October 1995, Hera
is sold in department stores
and door-to-door. The brand
topped KRW100 billion in sales
in 1999 and had doubled that
amount by 2001. 
In 2004, Hera will introduce an
advanced l ine of body and
trendy makeup products and
will revitalize its sales commu-
nity in order to expand its
younger customer base. Also,
by emphasizing the connec-
tion between art and fashion
in design upgrades, the brand
will take on an even more
refined, elegant image of high
quality.

The World’s Best Oriental Herbal Cosmetic Brand  
www.sulwhasoo.com

Based on the principles of Oriental philosophy and Oriental herbal
medicine from its composition to its design, Sulwhasoo takes the
Korean concept of beauty to a world-class level.
As Korea’s very first Oriental herbal cosmetic line, Sulwhasoo won
the Korea Marketing Best Awards in 2001 and was selected in 2002
as a world-class next-generation product by the Ministry of Commerce,
Industry and Energy. 
Sulwhasoo will continue to play a role in spreading the word through-
out the world about this outstanding aspect of Korean culture.
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The Promise of a Fresh Look of Youthful Beauty Everyday  
www.laneige.com

Introduced in 1994, Laneige is a popular favorite with Korean women and has enjoyed seven con-
secutive years of sales topping KRW100 billion. Advancing toward a trendier look since 2002, the
brand now also appeals to the younger sector of the cosmetics market.
Known for helping women’s dreams of becoming more beautiful come true, Laneige is now sought
after not only in Korea but in other parts of Asia as well. Laneige competes with global brands in
the department stores of trend-setting Hong Kong and Shanghai and is now recognized there for
its quality and its marketability.
Through expanded opportunities for potential customers to experience Laneige for themselves in
2004, Laneige will gain brand power and a stronger market position.

A Dream of Beautiful Skin Comes True 
www.iope.com

Iope was created through the joint research efforts of scientists
and dermatologists, and was launched in October 1996 as Korea’s
first truly cosmeceutical cosmetic brand. Additions to the line include
Retinol 2500 Intensive for wrinkles, introduced in 1997; Vitagen
White skin-whitening agent, in 1998; Power Lifting Fluid lifting
agent, in 1999; a new skin-whitening line named Whitegen, in April
2001; and Regeneration products for aging skin, in October 2002.
Iope has firmly established itself as a hit brand that addresses spe-
cial skin-care needs.
Through ongoing advanced research and development, Iope will
continue to maintain its position as the leading brand of functional
cosmetics for special skin-care needs.
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Beauty from the Sea 
www.lirikos.com

Based on the concept of thalassotherapy, Lirikos was developed in
cooperation with the Institut Marin de Rockroum, France’s original
thalassotherapy center.
The brand is supported through intensive beauty counselor training
and aggressive marketing. 
In the coming years, Lirikos will expand the services it offers from
the current facial massages to include various body massages as
well, to increase customer satisfaction and loyalty.

“Girls, Be Pretty!”
www.etude.co.kr

High quality, reasonable price, simple design, and color variety are
the four concepts upon which the Etude brand is based. People in
their late teens and early twenties who respond sensitively to fash-
ion trends, have liberal views and an active lifestyle are Etude’s
core target. 
Launched in April 1995, Etude is known for the simple elegance
of its containers and the wide variety of its fashionable colors and
today enjoys the number-one rank in its category.

Natural Beauty that’s Just Right for the Skin
www.innisfree.co.kr

Since its launch in 2000, Innisfree-which
is Korea’s number-one cosmetic brand in
superstores-has positioned itself with con-
sumers as a natural, environmentally friend-
ly product line.
Through growth as a hit product thanks
to a brand build-up program and direct con-
tact with consumers, Innisfree solidified
its ranking as the leader in superstores.
Innisfree’s brand value will continue to
increase through ongoing marketing that
is environmentally friendly, entry into new
markets, and strengthening of the brand
build-up program and customer relation-
ship management marketing.
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The Fragrance of Joy and Hope
www.espoir.com

Since its introduction in September 1999, Espoir has been the most
popular fragrance with women in their twenties in Korea.
In its “2002 Asia-Pacific Fragrance Market Share Report,” Euromonitor
ranked Espoir as number two with a three-percent market share.
Espoir is currently being exported to China, the Philippines, and
Saudi Arabia, and a program to promote greater brand recognition
is underway in China, with a goal of bringing Espoir into the top
ten in the fragrance market there.

The Modern Romantic Fragrance
www.parfumslolitalempicka.com

The soft, sweet fragrance of Lolita Lempicka and its beautiful apple-shaped bottle quickly capture the hearts of perfume connoisseurs, and
in its first year on sale in France, Lolita Lempicka achieved a one-percent market share.
Lolita Lempicka was launched in France in 1997 and was selected that year by the French Fragrance Foundation as the Best Women’s
Fragrance. The brand received the same honor from the American Fragrance Foundation in 1999. In 2001, the French Fragrance Foundation
voted Lolita Lempicka for Men the Best Bottle Design of a Men’s Fragrance. 
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p e r s o n a l  c a r e

The Fragrant Bath that Makes You Feel Good All Over

In February 2002, AMOREPACIFIC launched Happy Bath, a body-care product for the whole family.
Customers find this product especially appealing for its pleasant fragrance, foamy softness, and
lovely design. 
We will continue to focus on customer likes and wants as we continue to develop this brand. 

Excellence in Oral Care

Median has been on the market since 1983. Today, Median is a global brand that is exported around
the world to countries including the United States, China, and parts of Southeast Asia and Africa.
The Median brand lineup will continue to expand with the additional development and introduction
of innovative oral-care products.

The Total Hair-Fashion Brand  
www.mjsen.co.kr

Introduced in January 2000, Mise en scene was Korea’s first hair-coloring agent to incorporate serum.
In the short span of just seven months after its launch, Mise en scene grabbed the top market share
and continues to solidify its number-one position through colors that match seasonal trends, a
first-class product lineup, service with a difference, and effective communication activities.
In April 2003, Mise en scene expanded its product line to include styling and hair-care products, making
it a total hair-fashion brand. 

AMOREPACIFIC is a leader in the fields of hair care, body care, and oral care, providing

products that enable customers to achieve the cleanliness, beauty, and good health they

desire and constantly developing new and better products to meet their demands.
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h e a l t h

Grown  in the Tea Gardens of Snow-Capped Mt. Halla

www.sulloc.com

Sulloc Cha, Korea’s representative brand of green tea, contributes to the preservation and promotion of our
traditional culture by conducting international symposiums on green tea, offering free courses that teach the Korean
tea ceremony, and publishing the tea journal Sulloc Cha.
In 2003, we showed consumers how Sulloc Cha can make their lives healthier and more abundant not only
when it is drunk as a tea, but also when it is used in cooking, in plasters applied to the body, and so on. The brand
lineup includes not only green tea but also herb teas, black tea, functional teas, floral teas, and more. 
The Sulloc Cha line will continue to expand with new teas that answer a wide variety of consumer wants while
continuing to develop its tea gardens and extraction technology.

At AMOREPACIFIC we know that the inner beauty of good health is the key to external

beauty. As a leader in the Korean green-tea industry, AMOREPACIFIC has also taken the

lead in the cosmetic health foods market.
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The Year in Review

Corporate Highlight

1 The Beautiful World of Sung-Whan Suh  June 30, 2003

In accordance with the last wishes of Sung-Whan Suh, the

late chairman and founder of  AMOREPACIFIC, a fund to

provide support to low-income single mothers was estab-

lished. The late chairman’s heirs named the fund “The Beautiful

World of Sung-Whan Suh” as an expression of the his dedi-

cation to social service in life.

2 The 2003 Pink Ribbon Marathon  October 12, 2003

With the backing of AMOREPACIFIC and the sponsorship

of the Korea Breast Cancer Foundation (KBCF) and the Sports

Chosun newspaper, the 2003 Pink Ribbon Marathon opened

on October 12 at Peace Plaza, in front of the World Cup

Stadium. As in the previous year, the entry fees were donat-

ed entirely to the KBCF to be used in the treatment of breast

cancer and other women’s diseases.

3 NanoLOVE  September 28, 2003

In the NanoLOVE Event, AMOREPACIFIC’s Nano-Therapy

brand presented gifts of wigs made from donations of healthy

human hair to children who have suffered hair loss from treat-

ment for cancer or leukemia.

4 The 2nd Mise en scene Film Shorts Festival June 25-30, 2003

Sponsored by Mise en scene, AMOREPACIFIC’s total hair-fash-

ion brand, the 2nd Mise en scene Film Shorts Festival enjoyed

wide participation by people in the film industry and was

enthusiastically received by audiences.

Transparent Accounting Award (July 22, 2003)

From among more than 700 domestic listed corporations, AMOREPACIFIC

was selected as the winner of the top prize in the 3rd Annual Transparent

Accounting Awards, which are supervised by the Korea Accounting

Association.

President’s Commendation (September 5, 2003)

The AMOREPACIFIC Welfare Foundation was awarded a President’s

Commendation at a ceremony celebrating the 4th Annual Social Welfare

Day.

The Top Company of the Year in Korea (September 3, 2003)

In a selection of the best companies of the year in 33 industry categories

(sponsored by the Korea CEO Association; the Ministry of Commerce,

Industry and Energy; the Korea Chamber of Commerce and Industry; the

Korea Economic Daily), AMOREPACIFIC was chosen as the top winner

in the field of cosmetics.

Outstanding Company for Gender Equality in Employment 

(April 1, 2003)

In the 2003 Awards for Gender Equality in Employment, sponsored by the

Ministry of Labor, the Korea Chamber of Commerce and Industry, and the

Hankook Ilbo, AMOREPACIFIC was selected as an outstanding company.

Selected as one of Korea’s Best Employers (April 11, 2003)

Conducted jointly by Hewitt Associates, the Asian Wall Street Journal,

and the Far Eastern Economic Review, the “Best Employers in Asia 2003

Study” listed AMOREPACIFIC among the top ten Korean workplaces.

Korea Marketing Best Awards (June 25, 2003)

In Korea Management Association Consultants’ 11th Korea Marketing Best

Awards, Laneige won Most Outstanding for Brand Revolution, and Mamonde

won the Masterpiece Award in the New Product Category for its Flower

First Serum.

Order of Industrial Service Merit (November 14, 2003)

In the 29th National Quality Management Convention, conducted by the

Ministry of Commerce, Industry and Energy, AMOREPACIFIC’s produc-

tion division received the Order of Industrial Service Merit (Tin Tower).

International Standards System Management Awards (June 19, 2003)

In the Korean Standards Association’s International Standards System

Management Awards, AMOREPACIFIC’s Daejeon plant won the Grand

Prize in the personal-care category.

ISO9001:2000 Certifications (December 17, 2003)

In December 2003, AMOREPACIFIC’s Suwon, Daejeon, Gimcheon, and

Jincheon plants were awarded ISO9001:2000 certification by the Korean

Standards Association for their quality management systems.

Kyung-Bae Suh Selected as “Best CEO” (December 15, 2003)

AMOREPACIFIC’s CEO, Mr. Kyung-Bae Suh, was selected by the Hankyung

Business Weekly and Towers Perrin as a “Best CEO” along with the CEOs

of Samsung SDI, Shinsegae, Pantech & Curitel, and NCsoft.

Events2003 Certificates and Awards 
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5 2003 Young People’s Farm Camp August 5-7 and 8-10, 2003

By providing this excellent opportunity for the children of

AMOREPACIFIC families to experience life on a farm, the

company promotes greater understanding and a stronger

sense of community among its members. The farm camp

program was held twice during the summer school vacation.

6 Special training for sales personnel, held at Mt. Jiri 

April 17-19, 2003

To boost the sales staff’s morale in the face of challenges, their

ambition to achieve more, and a sense of camaraderie, the

company held a special training program for three days and

two nights at Mt. Jiri, traditionally one of Korea’s most beloved

mountains.

7 The 4th Annual Amore Counselor Convention and Awards

Ceremony March 19, 2003

The Counseling Business Unit recorded unprecedented suc-

cess and high growth last year, and at the 4th Annual Amore

Counselor Convention, the company was proud to confirm that

it has the country’s strongest counseling organization. The

convention, at which the annual grand prize is awarded, is

always a big morale and pride booster.

8 Work begins in the Incheon Logistics Center  August 5, 2003

Actual construction of the Incheon Logistics Center began

in September 2002, and the project took 11 months to com-

plete. The Incheon Logistics Center, together with the already

existing Gangbuk Logistics Center and Suwon Logistics

Center, will contribute greatly to improving AMOREPACIFIC’s

competitive power in the Seoul metropolitan area.

9 The 2nd AMOREPACIFIC Prosumer Day December 22, 2003

As a part of Consumer Month, in December AMOREPACIFIC

celebrated “The 2nd AMOREPACIFIC Prosumer Day-An

Occasion for Sharing Our Vision” together with 100 people rep-

resenting the company’s customers. At the event, customer

representatives who have greatly helped with product devel-

opment and public relations gathered with company repre-

sentatives to work out changes and developments that may

be needed.

10 Kyung-Bae Suh, president of AMOREPACIFIC, becomes

chairman of the Korea Cosmetic Industry Association 

February 24, 2003

At its General Convention on February 24, the Korea Cosmetic

Industry Association elected Kyung-Bae Suh as its 38th chair-

man. In his inaugural address, Mr. Suh promised to push for-

ward with efforts to gain recognition for Korean cosmetic

products by researching proposals for communal develop-

ment of the cosmetic industry in Korea, and by strengthen-

ing the industry’s competitiveness.

1 The Beautiful World of Sung-Whan Suh 2 The 2003 Pink Ribbon Marathon 3 NanoLOVE
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MANAGEMENT’S DISCUSSION & ANALYSIS

MARKET 

Overview of market trends in 2003

The market has suffered in 2003, largely because of high competition in the personal-care market and a downturn in cos-

metics spending, especially at specialty stores and through direct sales channels. However, leading companies leveraged

the gloomy environment to expand market shares. AMOREPACIFIC stood as a forerunner in consolidating shares. 

Outlook for the market in 2004

We believe trends in 2004 should not be too different from those of 2003, although some laggards may show improvements

with the macro pick up. We expect the personal-care market to show low single-digit growth because of its relatively

mature market environment, and we expect the cosmetics market to grow at a slightly faster rate as it catches up with sales

lost in 2003. However, we expect this trend to become more visible after the second quarter of 2004.

Key issues in the industry

In the cosmetics market, we believe the key issues are 1) recovery or diminishing negative growth in specialty-store and

the direct-sales channels, which may be accompanied by restructuring efforts by the companies engaged in this busi-

ness; 2) potential emergence of new retail formats in the market, e.g., pharmacies or larger chains of specialty stores; 3)

increasing competition due to foreign companies’ aggressive efforts to increase their market presence. 
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2003 AMOREPACIFIC’S BUSINESS PERFORMANCE

AMOREPACIFIC is the number-one company in the Korean cosmetics market. Its operations are still highly dependent on

its domestic business, which may be largely divided into three fields: cosmetics, personal care, and tea. Currently AMOREPA-

CIFIC’s overseas business is largely based in France, Greater China, and the US. 

By Line of Business

Cosmetics : AMOREPACIFIC had shown astounding growth in its cosmetics business till 2002. In 2003, AMOREPACIFIC’s

cosmetics sales growth softened but is nevertheless estimated to have surpassed the overall growth of the cosmetics

market. AMOREPACIFIC’s consolidation of its market share mainly stems from its strength in faster growth channels and

the high brand power of its premium and mid-end products. As the cosmetics market increasingly gets bi-polarized, these

strengths have proved advantageous to increasing the company’s share of the cosmetics market. This trend was magni-

fied in 2003, when many domestic companies suffered from relatively high exposure in negative-growth channels, i.e., spe-

cialty stores and the direct sales. 

Personal care: AMOREPACIFIC’s personal-care business is estimated to have been weak in 2003. The gloomy economic

environment and the company’s limited position in the personal-care market caused AMOREPACIFIC’s personal-care busi-

ness to weaken. 

Tea: The tea business is still only a small portion of total sales. However, the tea market enjoyed fast growth largely incu-

bated by the growing awareness of health concerns and gradual migration from alternative drink types to teas. In this

market, AMOREPACIFIC dominates with a market share of 57 percent.

OUTLOOK FOR 2004

The year 2004 is expected to be another busy one for AMOREPACIFIC. It has great ambition in both its domestic and over-

seas businesses. 

It is expected to continue to strengthen in the premium-end and the low-to-mid-end channels. AMOREPACIFIC may be intro-

ducing higher initiatives to fortify its product categories, e.g., color makeup for Hera and functional lines for Sulwhasoo.

Also, the restructuring of specialty-store and direct-sales channels is expected to continue in 2004. 

We also anticipate more aggressive overseas initiatives, especially in Greater China. The number of department stores that sell

the Laneige brand is expected to rise from 28 at the end of 2003 to 200 by the end of 2006. Also, AMOREPACIFIC may be seek-

ing to build further relationships with some department stores in the US to proliferate its flagship brand, “AMOREPACIFIC.”

Risks

The domestic economy is not yet recovering, and the cosmetics market is still in a difficult environment. In such an envi-

ronment, the smaller players are at more risk than the larger companies, which puts such companies as AMOREPACIFIC

in a relatively better position. 

Foreign brands do not seem to be reducing their efforts in Korea. The pace of increase in the market shares of foreign brands

slowed in 2003. However, competitive dynamics are still expected to be intense. The fast growth of the cosmetics market

in the department-store and superstore channels may still whet the appetite of foreign companies wishing to grab a share

of the Korean cosmetics market. 

The expectation for growth in the company’s overseas business is backed by a healthy track record, but there may be

disappointment if the company is unable to live up to that expectation. However, we believe that the company’s cautious

approach in the past and its on-track success in the overseas business alleviates those concerns.

Domestic

Cosmetics
Personal care & Tea Business
Others

Overseas

Consolidating Adjustment

Total

2003    Sales 2002   Sales

1,366 1,333
980 944
189 191
197 198
62 63

(91) (98)

1,337 1,298

Unit: Billions of Korean won
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders and Board of Directors of AMOREPACIFIC Corporation

We have audited the accompanying consolidated balance sheets of AMOREPACIFIC Corporation and its subsidiaries (the

“Company”) as of December 31, 2003 and 2002, and the related consolidated statements of income, changes in share-

holders’ equity and cash flows for the years then ended, expressed in Korean won. These consolidated financial state-

ments are the responsibility of the Company’s management. Our responsibility is to express an opinion on these finan-

cial statements based on our audit.  We did not audit the financial statements of Pacific Metals Co., Ltd. and certain other

consolidated subsidiaries, of which statements reflect 16.7% and 18.1% of the Company’s consolidated total assets as of

December 31, 2003 and 2002, respectively, and 17.8% and 17.2% of the Company’s consolidated total sales for the years

then ended. These financial statements were audited by other auditors whose reports have been furnished to us, and our

opinion expressed herein, insofar as it relates to the amounts included for Pacific Metals Co., Ltd. and certain other con-

solidated subsidiaries, is based solely on the reports of the other auditors. 

We conducted our audits in conformity with auditing standards generally accepted in the Republic of Korea. Those stan-

dards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements

are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and

disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant esti-

mates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits

and the reports of other auditors provide a reasonable basis for our opinion. 

In our opinion, based on our audits and the reports of other auditors, the consolidated financial statements referred to above

present fairly, in all material respects, the consolidated financial position of AMOREPACIFIC Corporation and its sub-

sidiaries as of December 31, 2003 and 2002, and the results of their operations, the changes in their shareholders’ equity

and their cash flows for the years then ended in conformity with accounting principles generally accepted in the Republic

of Korea.

Accounting principles and auditing standards and their application in practice vary among countries. The accompanying

consolidated financial statements are not intended to present the financial position, results of operations and cash flows

in conformity with accounting principles and practices generally accepted in countries and jurisdictions other than the

Republic of Korea. In addition, the procedures and practices used in the Republic of Korea to audit such consolidated

financial statements may differ from those generally accepted and applied in other countries. Accordingly, this report and

the accompanying consolidated financial statements are for use by those who are knowledgeable about Korean account-

ing principles or auditing standards and their application in practice.

Seoul, Korea

February 18, 2004

This report is effective as of February 18, 2004, the audit report date. Certain subsequent events or circumstances, which may occur between the audit report date and the time

of reading this report, could have a material impact on the accompanying consolidated financial statements and notes thereto. Accordingly, the readers of the audit report

should understand that there is a possibility that the above audit report may have to be revised to reflect the impact of such subsequent events or circumstances, if any. 

Kukje Center Building, 191 Hankangro 2ga, Yongsanku, Seoul 140-702, KOREA (Yongsan P.O.Box 266, 140-600)
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The accompanying notes are an integral part of these consolidated financial statements

Thousands of Korean won Thousands of U.S. dollars (Note20)December 31, 2003 and 2002

CONSOLIDATED BALANCE SHEETS

2003 2002 2003 2002

ASSETS

Current assets :

Cash and cash equivalents 172,761,208 130,089,552 144,232 108,607 

Short-term financial instruments 251,749,966 18,828,410 210,177 15,719 

Trade accounts receivable, net (Notes 2 and 10) 139,993,147 132,276,784 116,875 110,433 

Inventories (Note 3)             129,043,102 128,427,423 107,733 107,219 

Other current assets             55,437,382 24,015,824 46,283 20,050 

Total current assets     748,984,805 433,637,993 625,300 362,029 

Property, plant and equipment, net (Note 4) 488,622,006 556,566,462 407,933 464,657 

Investment securities (Note 5) 34,322,867 33,800,888 28,655 28,219 

Long-term guarantee deposits       34,907,538 29,792,274 29,143 24,872 

Intangible assets 14,133,641 16,314,325 11,800 13,620 

Other investments 4,309,821 9,072,433 3,598 7,574 

Total assets (Notes 17 and 18) 1,325,280,678 1,079,184,375 1,106,429 900,972 

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities :

Trade accounts payable (Note 10) 69,059,542 64,783,570 57,655 54,085 

Other accounts payable 102,337,357 100,800,239 85,438 84,154 

Withholdings 19,171,548 18,103,729 16,006 15,114 

Income taxes payable 68,273,497 40,672,840 56,999 33,956 

Other current liabilities 26,733,328 26,119,600 22,319 21,806 

Total current liabilities 285,575,272 250,479,978 238,416 209,117 

Accrued severance benefits, net (Note 6) 40,659,252 44,204,730 33,945 36,905 

Allowances for expected sales return 18,064,699 20,056,442 15,082 16,744 

Deferred income tax liabilities (Note 11) 51,565,428 17,378,082 43,050 14,508 

Other long-term liabilities         10,168,975 12,231,381 8,490 10,212 

Total liabilities 406,033,626 344,350,613 338,983 287,486 

Commitments and contingencies (Note 7)

Shareholders’ equity :

Capital stock (Note 1) 51,004,800 51,004,800 42,582 42,582 

Capital surplus (Note 8)         194,586,044 205,681,301 162,453 171,716 

Retained earnings (Note 8)     598,328,751 429,342,083 499,523 358,442 

Capital adjustments (Note 8) (22,904,485) (24,767,504) (19,122) (20,677)

Minority interests in consolidated subsidiaries 98,231,942 73,573,082 82,010 61,424 

Total shareholders’ equity 919,247,052 734,833,762 767,446 613,486 

Total liabilities and shareholders’ equity 1,325,280,678 1,079,184,375 1,106,429 900,972 
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2003 2002 2003 2002

Sales (Notes 9, 10, 17 and 18) 1,336,964,475 1,298,269,711 1,116,183 1,083,879 

Cost of sales (Notes 9 and 10) 468,671,742 437,708,458 391,277 365,427 

Gross profit                       868,292,733 860,561,253 724,906 718,452 

Selling and administrative expenses 656,544,310 668,226,591 548,125 557,878 

Operating income (Notes 17 and 18) 211,748,423 192,334,662 176,781 160,573 

Non-operating income (expenses) :

Interest income, net 10,411,343 5,891,820 8,692 4,919 

Gain on valuation of investments using 

the equity method of accounting (Note 5) 2,176,582 2,791,244 1,817 2,330 

Gain (Loss) on disposal of investment, net (1,471,199) 88,073 (1,228) 74 

Gain on disposal of Property, 

plant and equipment, net 98,517,654 10,456,706 82,249 8,730 

Additional payment of prior year income taxes, net 9,049,265 (490,495) 7,555 (409)

Donations (2,729,986) (2,972,017) (2,279) (2,481)

Loss on obsolescence of inventories (1,154,538) (1,609,355) (964) (1,344)

Others, net 2,701,448 1,703,406 2,255 1,422 

117,500,569 15,859,382 98,097 13,240 

Ordinary income : 329,248,992 208,194,044 274,878 173,814 

Extraordinary gains - - - - 

Extraordinary losses - - - - 

Income before income tax expenses 329,248,992 208,194,044 274,878 173,814 

Income tax expenses (Note 11)             109,514,670 64,136,985 91,430 53,546 

Income after income tax expenses 219,734,322 144,057,059 183,448 120,268 

Minority interests in income of consolidated 

subsidiaries, net (31,236,642) (6,114,616) (26,078) (5,105)

Net income 188,497,680 137,942,443 157,370 115,163 

Basic and diluted ordinary income per share (Note 12)

(In Korean won and U.S. dollars) 22,452 16,387 19 14 

Basic and diluted earnings per share (Note 12)

(In Korean won and U.S. dollars) 22,452 16,387 19 14 

The accompanying notes are an integral part of these consolidated financial statements.

Thousands of Korean won Thousands of U.S. dollars (Note20)December 31, 2003 and 2002

CONSOLIDATED INCOME STATEMENTS
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The accompanying notes are an integral part of these consolidated financial statements.

Thousands of Korean won Thousands of U.S. dollars (Note20)December 31, 2003 and 2002

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

2003 2002 2003 2002

Capital stock

Balance, the beginning of the year 51,004,800 51,004,800 42,582 42,582 

Paid-in capital increase - -  - -

Balance, the end of the year 51,004,800 51,004,800 42,582 42,582 

Consolidated capital surplus 

Balance, the beginning of the year 205,681,301 205,220,264 171,716 171,331 

Changes of equity ratio 51,606 305,561 43 255 

Changes of Revaluation surplus (10,123,262) - (8,452) - 

Other changes in the year (1,023,601) 155,476 (855) 130 

Balance, the end of the year 194,586,044 205,681,301 162,453 171,716 

Consolidated retained earnings

Balance, the beginning of the year 429,342,083 302,861,505 358,442 252,848 

Accumulated effect of accounting changes - 5,378,836 - 4,491 

Net income 188,497,680 137,942,443 157,370 115,163 

Other changes in the year (19,511,012) (16,840,701) (16,289) (14,060)

Balance, the end of the year 598,328,751 429,342,083 499,523 358,442 

Consolidated capital adjustments

Balance, the beginning of the year (24,767,504) (12,887,494) (20,677) (10,759)

Other changes in the year 1,457,961 4,148,137 1,217 3,463 

Changes in treasury stock 405,058 (16,028,147) 338 (13,381)

Balance, the end of the year (22,904,485) (24,767,504) (19,122) (20,677)

Minority interest equity

Balance, the beginning of the year 73,573,082 68,482,174 61,424 57,173 

Accumulated effect of accounting changes - 270,376 - 226

Changes of Revaluation surplus (5,408,102) - (4,515) - 

Minority interests in income of 

consolidated subsidiaries, net 31,236,642 6,114,616 26,078 5,105 

Changes in minority interest equity ratio (1,169,680) (1,294,084) (977) (1,080)

Balance, the end of the year 98,231,942 73,573,082 82,010 61,424 

Total shareholders’ equity 919,247,052 734,833,762 767,446 613,486 
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2003 2002 2003 2002

Cash flows from operating activities :

Net income                   188,497,680 137,942,443 157,370 115,163 

Adjustments to reconcile net income to 

net cash provided by operating activities :

Depreciation and amortization 52,655,784 55,159,398 43,960 46,051 

Provision for severance benefits 29,167,055 29,747,286 24,351 24,835 

Minority interests in income of consolidated 

subsidiaries, net 31,236,642 6,114,616  26,078 5,105  

Gain on disposal of property, 

plant and equipments, net (98,517,654) (10,456,706) (82,249) (8,730)

Others, net (1,831,055) (3,057,454) (1,529) (2,553)

Changes in operating assets and liabilities :

Decrease(Increase) in trade accounts receivable 11,264,676 (11,413,266) 9,404 (9,529)

Decrease(Increase) in advance payments (12,582,198) 13,640,502 (10,504) 11,388 

Decrease in trade accounts payable (14,214,220) (24,405,288) (11,867) (20,375)

Increase in income taxes payable 27,886,011 3,535,866 23,281 2,952 

Payment of accrued severance benefits (32,162,808) (25,870,568) (26,852) (21,598)

Increase(Decrease) in deferred income tax liability 16,969,156 (2,921,326) 14,167 (2,439)

Others, net (18,852,232) (20,469,055) (15,739) (17,089)

Net cash provided by operating activities 179,516,837 147,546,448 149,872 123,181 

Cash flows from investing activities :

Proceeds from long-term guarantee deposits 13,570,818 9,446,039 11,330 7,886 

Disposal of property, plant and equipment 184,599,032 73,005,167 154,115 60,949 

Proceeds from severance insurance deposits 13,945,921 9,959,533 11,643 8,315 

Acquisition of short-term financial instruments (232,921,556) (13,154,907) (194,458) (10,983)

Acquisition of investment securities    (5,658,767) (5,730,471) (4,724) (4,784)

Payment for long-term guarantee deposits   (16,367,978) (10,580,954) (13,665) (8,834)

Payment for severance insurance deposits (14,209,496) (15,580,989) (11,863) (13,008)

Acquisition of property, plant and equipment (64,016,518) (114,128,219) (53,445) (95,282)

Others 8,291,847 (14,424,441) 6,923 (12,042)

Net cash used in investing activities (112,766,697) (81,189,242) (94,145) (67,782) 

Cash flows from financing activities :

Payment of dividends (24,434,016) (19,618,985) (20,399) (16,379)

Others 355,532 (20,277,473) 297 (16,929)

Net cash used in financing activities (24,078,484) (39,896,458) (20,102) (33,308) 

Changes in consolidation scope - 877,207 - 732  

Net increase in cash and cash equivalents 42,671,656 27,337,955 35,625 22,823  

Cash and cash equivalents at the beginning of the year 130,089,552 102,751,597 108,607 85,784  

Cash and cash equivalents at the end of the year 172,761,208 130,089,552 144,232 108,607 
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CONSOLIDATED STATEMENTS OF CASH FLOWS

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1   THE CONSOLIDATED COMPANIES AND EQUITY-METHOD INVESTEES

The accompanying consolidated financial statements include the accounts of AMOREPACIFIC Corporation (the “Control-

ling Company”) and its subsidiaries (the “Company”). Those financial statements are based on the individual financial

statements of AMOREPACIFIC Corporation, Pacific Pharmaceuticals Co., Ltd., Pacific Industries, Inc., AMOS Professional

Corp., Etude Corporation, Pacific Metals Co., Ltd., Pacific Europe S.A. and AMOREPACIFIC Cosmetics (USA), Inc. as of

December 31, 2003 and 2002.

The Controlling Company

The Controlling Company was incorporated in 1959 under the laws of the Republic of Korea to engage in manufacturing,

marketing and trading cosmetics, personal care goods, ferment and others.

In 1973, the Controlling Company offered its shares for public ownership and all shares are listed on the Korea Stock

Exchange. The name of the Controlling Company was changed from Pacific Chemical Co., Ltd. to AMOREPACIFIC Corporation

on March 12, 1993. As of December 31, 2003, the Company’s capital stock is KRW51.005 billion including KRW8.501 bil-

lion of preferred stock. 

The Controlling Company has 36,000,000 authorized shares with par value of KRW5,000 per share, of which 8,500,800

common shares and 1,700,160 preferred shares are issued and outstanding, respectively. The holders of preferred stock

have no voting rights and are entitled to non-participating and non-cumulative preferred dividend at a rate of one percentage

point over the common stock dividend. This preferred dividend rate is not applicable to stock dividends. 

As of December 31, 2003, the Controlling Company has factories in Suwon, Deajon, Ansan, Gimcheon and Jincheon, and

also has 5 domestic regional sales branches together with 9 overseas subsidiaries. 

Consolidated Subsidiaries and Equity-Method Investees

Consolidated subsidiaries as of December 31, 2003 and 2002 are as follows: 

Company Major business

Consolidated Subsidiaries

Pacific Pharmaceuticals Co., Ltd. Manufacturing and marketing of medicine

Pacific Industries, Inc. Manufacturing of glass containers

AMOS Professional Corp. Marketing of hair care products

Etude Corporation Manufacturing and marketing of 

color cosmetics

Pacific Metals Co., Ltd. Manufacturing of industrial magnets

Pacific Europe S.A. Manufacturing and marketing of cosmetics

AMOREPACIFIC Marketing of cosmetics.

Cosmetics(USA), Inc.

Subsidiaries not included in consolidation

BBDO Korea Inc.(*4) Advertising and manufacturing of 

advertising materials

Parfums eSpoir Corp.(*5) Marketing of cosmetics

AMOREPACIFIC Japan Co., Ltd.(*5) Marketing of raw materials of cosmetics

Taiwan Amore Co., Ltd.(*5) Marketing of cosmetics

AMOREPACIFIC Cosmetics Manufacturing and marketing of cosmetics

(Shenyang) Co., Ltd.(*5)

AMOREPACIFIC Cosmetics Manufacturing and marketing of cosmetics

(Shanghai) Co., Ltd.(*5)

Laneige (Hongkong) Co., Ltd. Marketing of cosmetics

AMOREPACIFIC Taiwan Co., Ltd.(*5) Marketing of cosmetics

Laneige Singapore Pte., Ltd.(*5) Marketing of cosmetics 

Shareholers’
Equity

2003

11,644,735

37,000,000

3,500,000

1,455,000

15,000,000

48,344,856

11,653,200

128,597,791

3,000,000

1,500,000

353,736

262,784

2,217,884

8,742,724

4,066,667

1,220,647

265,050

21,629,492

2003

54.90

65.66

100.00
(*1) 78.91 

(*2)57.92
(*3)98.87

100.00

49.90

71.33

100.00

50.00

100.00

100.00

30.00

100.00

50.00

2002

53.91

65.66

100.00

78.91

57.92

97.99

100.00

49.90

71.33

100.00

50.00

100.00

100.00

-

-

-

Number 

of Shares

2003

1,157,733

4,756,920

700,000

114,820

1,737,597

38,125,936

11,900,000

299,400

214,000

76,200,000

10,000,000

2,500,000

7,000,000

26,786

1,030,353

190,000

Fiscal 

year

end

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Dec. 31

Location

Korea

Korea

Korea

Korea

Korea

France

U.S.A.

Korea

Korea

Japan

Taiwan

China

China

China

Taiwan

Singapore

Thousands of Korean won

(*1) 5.6 percentage of ownership held by Pacific Pharmaceuticals Co., Ltd. is included. 
(*2) 24.72 percentage of ownership held by AMOS Professional Corp. and Etude Corporation is included.
(*3) 0.43 percentage of ownership held by AMOREPACIFIC Cosmetics (USA), Inc. is included.
(*4) Since the Company is not the majority shareholder of BBDO Korea Inc., it was excluded from consolidation. 
(*5) Since the total assets of each investee are less than KRW7 billion, these companies are excluded from consolidation.

Ownership

(%)
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Summary of Significant Financial Data

A summary of significant financial data of the controlling company and its subsidiaries before consolidation adjustments,

included in the accompanying consolidated financial statements, is as follows:

2   RECEIVABLES

Receivables and allowance for doubtful accounts as of December 31, 2003 and 2002 comprise the following:

3   INVENTORIES

Inventories as of December 31, 2003 and 2002 comprise the following (see Note 4):

Thousands of  Korean won

Company Total Assets Shareholders’ Equity Sales Net Income(Loss)

AMOREPACIFIC Corporation 1,102,589,723 821,397,316 1,119,838,216 186,715,278

Pacific Pharmaceuticals Co., Ltd. 63,603,197 37,442,144 81,729,188 5,878,840

Pacific Industries, Inc. 215,792,654 157,297,293 54,943,132 74,245,895

AMOS Professional Corp. 18,530,333 15,421,794 14,590,593 2,584,136

Etude Corporation 26,018,449 14,831,816 39,921,254 2,278,360

Pacific Metals Co., Ltd. 63,233,255 49,482,678 55,649,054 4,241,125

Pacific Europe S.A. 81,219,486 49,211,086 51,266,588 (2,425,727)

AMOREPACIFIC Cosmetics (USA), Inc. 10,901,187 10,404,962 10,415,637 (2,658,797)

2003 1,581,888,284 1,155,489,089 1,428,353,662 270,859,110

2002 1,279,312,375 910,632,924 1,395,981,144 158,597,406

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 2002

Trade accounts receivable 142,867,272 136,910,992

Less : Allowance for doubtful accounts (2,874,125) (4,634,208)

139,993,147 132,276,784

Other accounts receivables 14,570,440 3,030,492

Less : Allowance for doubtful accounts (7,721) (13,729)

14,562,719 3,016,763

Thousands of Korean won

2003 2002

Merchandise 19,216,546 20,191,690

Finished products 57,742,148 61,552,112

Work-in-process 15,747,192 17,338,188

Raw materials and supplies 32,315,642 26,737,430

Materials in-transit 4,021,574 2,608,003

129,043,102 128,427,423

Thousands of Korean won
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4   PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment as of December 31, 2003 and 2002 comprise the following:

As of December 31, 2003, a certain portion of the Company’s property, plant and equipment are pledged as collateral for

the long-term and short-term borrowings from various banks, including Korea Development Bank up to a maximum of

KRW27.821 billion.

The value of land on the posted prices issued by the Korean Tax authority for tax purposes amounted to KRW272.777

billion and KRW315.738 billion as of December 31, 2003 and 2002, respectively.

As of December 31, 2003 and 2002, inventories, property, plant and equipment, except for land, are insured against fire

and other casualty losses up to KRW606.612 billion and KRW653.997 billion, respectively (see Note 3).

5   INVESTMENT SECURITIES

Investment securities as of December 31, 2003 and 2002 comprise the following:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 2002

Equity securities 31,402,203 30,791,874

Held-to maturity securities 1,751,140 1,641,508

Other investments 1,169,524 1,367,506

34,322,867 33,800,888

Thousands of Korean won

2003 2002

Buildings 203,297,215 207,274,403

Structures 24,283,150 32,177,690

Machinery and equipment 123,067,898 118,366,285

Vehicles 2,975,721 3,505,450

Tools and fixtures 190,927,663 216,133,578

544,551,647 577,457,406

Accumulated depreciation (290,032,812) (311,933,068)

254,518,835 265,524,338

Land 229,276,625 286,680,980

Construction in progress 4,537,562 4,204,975

Machinery in-transit 288,984 156,169

484,622,006 556,566,462

Thousands of Korean won



47

Equity securities as of December 31, 2003 and 2002 comprise the following:

Thousands of Korean won

Ownership Acquisition Cost Book Value Fair Value   

percentage or Net Asset  

(%) Value(*)

2003 2003 2002 2003 2002 2003

Marketable Securities

SK Security Co., Ltd.(common stock) - - 1,811,948 - 377,265 -

SK Security Co., Ltd.(preferred stock) - - 18,710 - 1,781 -

SK Telecom Co. - - 438,142 - 1,143,168 -

Korea Investment Corporation - - 325,360 - 69,952 -

Haitai Stores Co., Ltd. - - 4,572 - 4,172 -

Others - - 6,018 - 1,433 -

- 2,604,750 - 1,597,771 -

Non-marketable Securities

The Korea Economic Daily 0.08 74,593 74,593 33,242 74,593 33,242

KGI Security (Korea) Co., Ltd. 2.80 3,450,565 3,450,565 3,202,646 3,450,565 2,845,073

Onssetel Co., Ltd. 0.08 223,312 223,312 - 223,312 4,244

Virtual MD Co., Ltd. 5.00 500,000 500,000 12,684 500,000 12,684

BIOVigen, Inc. 4.94 1,201,200 1,201,200 37,850 1,201,200 37,850

Entopharm Co., Ltd. 2.88 540,000 540,000 39,885 540,000 39,885

Medy-tox, Inc. 3.63 400,000 - 189,993 - 119,991

Jang Won Industry Co., Ltd. 1.80 3,002,771 3,002,771 3,002,771 3,002,771 3,439,855

Others - 812,824 818,324 648,546 881,764 652,722

10,205,265 9,810,765 7,167,617 9,874,205 7,185,546

Investments using the equity method(**)

BBDO Korea Inc. 49.90 1,579,129 1,579,129 6,869,810 6,277,057 6,869,810

Parfums eSpoir Corp. 71.33 1,070,000 1,070,000 1,370,844 1,283,901 1,309,799

AMOREPACIFIC Cosmetics 100.00 2,217,884 2,217,884 5,734,712 4,443,546 5,725,016

(Shenyang) Co., Ltd.

Taiwan Amore Co., Ltd. 50.00 131,392 131,392 1,315,202 1,106,743 1,315,202

AMOREPACIFIC Japan Co., Ltd. 100.00 353,736 353,736 1,319,399 1,289,657 1,319,399

AMOREPACIFIC Cosmetics 100.00 8,742,724 6,329,600 5,197,017 4,918,994 5,197,017

(Shanghai) Co., Ltd. 

Laneige (Hongkong) Co., Ltd. 30.00 1,220,000 - 1,119,636 - 599,752

AMOREPACIFIC Taiwan Co., Ltd. 100.00 1,220,647 - 1,175,441 - 1,175,441

Laneige Singapore Pte., Ltd. 50.00 132,525 - 132,525 - 132,525

16,668,037 11,681,741 24,234,586 19,319,898 23,643,961

26,873,302 24,097,256 31,402,203 30,791,874 30,829,507

(*) Net asset value calculated based on recent available financial statements of the investees.
(**) The equity method of accounting applied based on the affiliates’ most recent financial information, some of which have not been audited or reviewed.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Investments in equity method investees are valued by the controlling company’s pro rata ownership on the date of the con-

solidated financial statement. The equity method evaluation as of December 31, 2003 and 2002 comprises the following:

6   ACCRUED SEVERANCE BENEFITS

Accrued severance benefits as of December 31, 2003 and 2002 comprise the following:

Book value as Acquisition Dividends Retained Gain (Loss) Increase Book value as

of December (Disposal) earnings on Valuation (Decrease) of December

31, 2002 in Capital 31, 2003

Adjustment

BBDO Korea Inc. 6,277,057 - (1,796,400) - 2,389,153 - 6,869,810

Parfums eSpoir Corp. 1,283,901 - - - 86,943 - 1,370,844

AMOREPACIFIC Cosmetics 4,443,546 - - - 1,443,669 (152,503) 5,734,712

(Shenyang) Co., Ltd.

Taiwan Amore Co., Ltd. 1,106,743 - (473,222) - 469,248 212,433 1,315,202

AMOREPACIFIC Japan Co., Ltd. 1,289,657 - - - (1,648) 31,390 1,319,399

AMOREPACIFIC Cosmetics 4,918,994 2,413,125 - - (2,071,703) (63,399) 5,197,017

(Shanghai) Co., Ltd.

Laneige (Hongkong) Co., Ltd. - 1,220,000 - - (86,721) (13,643) 1,119,636

AMOREPACIFIC Taiwan Co., Ltd. - 1,220,647 - - (52,359) 7,153 1,175,441

Laneige Singapore Pte., Ltd. - 132,525 - - - - 132,525

2003 19,319,898 4,986,297 (2,269,622) - 2,176,582 21,431 24,234,586   

2002 17,612,383 1,070,000 (1,634,934) 516,880 2,791,244 (1,035,675) 19,319,898

Thousands of Korean won

2003 2002

Balance at the beginning of the year 106,071,908 102,195,190

Provision 29,167,055 29,747,286

Payments of severance benefits (32,162,808) (25,870,568)

103,076,155 106,071,908

Deposits with the National Pension Fund (3,194,252) (3,922,617)

Severance insurance deposits (59,222,651) (57,944,561)

40,659,252 44,204,730

Thousands of Korean won
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7   COMMITMENTS AND CONTINGENCIES

The Company has entered into bank overdraft agreements with several banks amounting to KRW31.140 billion as of

December 31, 2003. As of December 31, 2003, the Company also has entered into agreements with various banks to dis-

count notes receivable up to a maximum of KRW20.6 billion. Also, the Company opened a letter of credit amounting

US$7.054 million with several banks.

As of December 31, 2003, the Company is contingently liable for outstanding loan guarantees for consolidated subsidiaries

(see Note 9). In addition, the outstanding balance of guarantees provided for the Company’s non-consolidated affiliated

companies is KRW15.4 billion.

As of December 31, 2003, in the ordinary course of business, the Company has provided a number of checks and promis-

sory notes as collateral for financing and others.

Pacific Pharmaceuticals Co., Ltd., a consolidated subsidiary, has entered into an agreement with Cheil Jedang Corporation

to purchase the SS cream product since 1998 and an agreement with Novartis Korea Limited to purchase the Lamisil

product since March 1, 1999.

In common with other Asian countries, the economic environment in the Republic of Korea continues to be volatile. In addi-

tion, the Korean government and the private sector continue to implement structural reforms to historical business prac-

tices including corporate governance. The Company may be either directly or indirectly affected by these volatile eco-

nomic conditions and the reform program described above. The accompanying consolidated financial statements reflect

management’s assessment of the impact to date of the economic environment on the financial position and results of

operations of the Company. Actual results may differ materially from management’s current assessment.

8   SHAREHOLDERS’ EQUITY

Revaluation Surplus

In accordance with the Asset Revaluation Law, the Company had revalued a substantial portion of its property, plant and

equipment, effective on several dates. The revaluation increment of KRW172.887 billion, net of revaluation taxes and

income tax effect was credited to revaluation surplus.

Retained Earnings

The Commercial Code of the Republic of Korea requires the Company to appropriate, as a legal reserve, an amount equal

to a minimum of 10% of cash dividends paid, until such reserve equals 50% of its issued capital stock. The reserve is not

available for the payment of cash dividends, but may be transferred to capital stock, or used to reduce accumulated deficit,

if any, through an appropriate resolution by the Company’s shareholders.

In accordance with the regulations regarding securities issuance and disclosure (formerly the provisions of the Financial

Control Regulation for publicly listed companies), the Company is required to appropriate, as a reserve for improvement

of financial structure, a portion of retained earnings equal to a minimum of 10% of its annual income plus at least 50% of

the net gain from the disposal of property, plant and equipment after deducting related taxes, until equity equals 30% of

total assets. This reserve is not available for dividends, but may be transferred to capital stock, or used to reduce accumulated

deficit, if any, through an appropriate resolution by the Company’s shareholders.

Pursuant to the Special Tax Treatment Control Law, the Company appropriates retained earnings as a reserve for technology

development, overseas market development and other purposes. This reserve is not available for dividends until used

for the specified purpose or reversed.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Treasury Stock 

Beneficiary certificates arranged to invest in the Company’s own shares of stock are stated at the lower of the acquisition

cost of the beneficiary certificates and the fair value of the Company’s shares of stock and recorded as an adjustment to

shareholders’ equity. The Company’s shares of stock included in the specified money trust in which the Company has

invested are regarded as treasury stock purchased directly and are recorded as an adjustment to shareholders’ equity.

As of December 31, 2003 and 2002, the Company retained 63,600 shares (book value of KRW10.729 billion) and 63,600 shares(book

value of KRW7.208 billion) of treasury stock as beneficiary certificates, which were arranged to invest in the Company’s

own shares of stock, respectively, and the differences between the acquisition cost and fair value of the beneficiary cer-

tificates are recorded as loss on disposal of treasury stock. In addition, as of December 31, 2003 and 2002, the Company

retained 219,900 shares (book value of KRW25.226 billion) and 218,900 shares (book value of KRW25.127 billion) of trea-

sury stock in the specified money trust.

9   INTERCOMPANY TRANSACTIONS AND ACCOUNT BALANCES 

For the years ended December 31, 2003 and 2002, significant intercompany transactions, which have been eliminated in

the accompanying consolidated financial statements, are summarized as follows:

As of December 31, 2003 and 2002, outstanding balances of guarantees that the controlling company provided to the con-

solidated subsidiaries are as follows (see Note 7):

Sales Purchases Receivables Payables

AMOREPACIFIC Corporation 28,306,959 61,586,497 5,955,526 11,712,322

Pacific Pharmaceuticals Co., Ltd. 15,162,619 2,150,805 2,936,626 422,121

Pacific Industries, Inc. 36,551,086 6,418 7,294,816 -

AMOS Professional Corp. 2,983,416 5,858,626 512,334 869,961

Etude Corporation 19,221 16,341,819 353,375 4,521,669

Pacific Metals Co., Ltd. - 1,199 - -

Pacific Europe S.A. 6,870,156 19,701 615,172 -

AMOREPACIFIC Cosmetics (USA), Inc. - 3,928,390 - 141,774

2003 89,893,457 89,893,455 17,667,849 17,667,847 

2002 98,783,320 98,783,320 18,149,110 18,149,110

Thousands of Korean won

Subsidiary 2003 2002 Description

Pacific Europe S.A. 23,916,266 20,250,696 Financing

Thousands of Korean won
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10   RELATED PARTY TRANSACTIONS AND ACCOUNT BALANCES

Significant transactions that occurred in the ordinary course of business with related companies for the years ended

December 31, 2003 and 2002 are summarized as follows:

11   INCOME TAX EXPENSES

Income tax expenses for the years ended December 31, 2003 and 2002 comprise the following:

The changes in deferred income tax assets and liabilities are as follows:

Sales Purchases Receivables Payables

BBDO Korea Inc. - 13,205,737 2,000 14,113,443 

Parfums eSpoir Corp. 5,897,743 - 709,558 -

Jang Won Industry Co., Ltd. 69,717 11,644,605 1,933,519 986,168

Taeshin Inpack Corporation 173 44,187,851 - 9,557,379

Pacific Engineering & Construction Co., Ltd. 38,309 4,027,054 - -

AMOREPACIFIC Japan Co., Ltd. - 7,213,027 - -

Others 2,129,996 - 1,021,558 -

2003 8,135,938 80,278,274 3,666,635 24,656,990

2002 8,579,703 74,048,170 4,195,565 29,596,368

Thousands of Korean won

2003 2002

Current income taxes under the tax law 91,076,020 61,389,373

Changes in deferred income tax assets and liabilities 34,187,346 2,747,612

Changes in deferred income tax assets and liabilities (15,748,696) -

deducted from Revaluation surplus

109,514,670 64,136,985

Thousands of Korean won

Thousands of Korean won

2003 2002

Beginning balance of the tax effect of temporary differences (17,378,082) (14,630,470)

Changes in deferred income tax assets and liabilities (34,187,346) (2,747,612)

Ending balance of the tax effect of temporary differences (51,565,428) (17,378,082)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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The differences between income before income tax expenses and taxable income for tax purpose are as follows:

The changes in temporary differences for the years ended December 31, 2003 and 2002 are as follows:

The statutory income tax rate applicable to the Company, including resident tax surcharges, is approximately 29.7%.

However, as the result of tax reconciliation, tax credits and other items, the effective tax rate of the Company is 33.3% and

30.8%, for the years ended December 31, 2003 and 2002, respectively.

Beginning Balance Increase Decrease Ending Balance

Reserve for technical development (66,660,780) (16,400,000) (16,827,447) (66,233,333)

Reserve for loss (5,300,000) (46,246,000) - (51,546,000)

Reserve for investment (1,307,556) (1,340,000) (25,852) (2,621,704)

Allowance for doubtful account 5,052,861 1,842,514 3,893,648 3,001,727

Allowance for expected sales return 20,056,442 17,855,087 19,846,830 18,064,699

Allowance for land - (53,025,914) (39,454,466) (13,571,448)

Accrued severance benefits 20,026,883 24,531,193 26,163,276 18,394,800

Investment securities (52,696,966) (54,642,296) (6,454,514) (100,884,748)

Foreign currency transaction adjustment debit 212,102 - 124,210 87,892

Others 22,104,952 (8,615,651) 654,297 12,835,004

2003 (58,512,062) (136,041,067) (12,080,018) (182,473,111)

2002 (49,260,842) 2,570,057 11,821,277 (58,512,062)

Thousands of Korean won

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 2002

Income before income tax expenses 329,248,992 208,194,044

Differences added to income :

Temporary differences 103,620,576 69,565,926

Permanent differences 13,201,984 17,921,726

116,822,560 87,487,652

Differences deducted from income : 

Temporary differences 167,238,186 86,963,949

Permanent differences 11,889,684 2,776,932

179,127,870 89,740,881

Net operating loss carry-over - 8,843,398

Taxable income 266,943,682 197,097,417

Thousands of Korean won
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12   EARNINGS PER SHARE

Basic ordinary income per share and basic earnings per share for the years ended December 31, 2003 and 2002 are cal-

culated as follows:

There are no outstanding convertible bonds or other dilutive securities as of December 31, 2003 and 2002. Accordingly,

basic earnings per share and ordinary income per share are equal to fully diluted earnings per share and ordinary income

per share.

13   DIVIDENDS

The dividend, dividend yield ratio and dividend payout ratio of AMOREPACIFIC Corporation for the years ended December

31, 2003 and 2002 are calculated as follows:

Dividend

Dividend yield ratio 

2003 2002

(1) Weighted average number of shares of outstanding common stock (*) 8,217,800 shares 8,220,681 shares

(2) Ordinary income 298,012,350,216 202,079,426,734 

(3) Preferred stock dividends 3,995,376,000 3,230,304,000

(4) Income tax effects 109,514,670,075 64,136,984,942

(5) Ordinary income available for common stock ((2)-(3)-(4)) 184,502,304,141 134,712,137,792

(6) Basic ordinary income per share ((5)/(1)) 22,452 16,387

(7) Net income of common stock 184,502,304,141 134,712,137,792

(8) Basic earnings per share ((7)/(1)) 22,452 16,387

Korean won

(*) Weighted average number of shares of treasury stock is deducted.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Korean won

2003 2002

Common shares Preferred shares Common shares Preferred shares

Shares issued 8,217,300 shares 1,700,160 shares 8,218,300 shares 1,700,160 shares

Dividend per share (ratio) 2,300 (46%) 2,350 (47%) 1,850 (37%) 1,900 (38%)

Dividend amount 18,899,790,000 3,995,376,000 15,203,855,000 3,230,304,000

Korean won

2003 2002

Common shares Preferred shares Common shares Preferred shares

Dividend per share 2,300 2,350 1,850 1,900

Market value at the end of the year 187,500 70,300 103,000 48,750

Dividend yield ratio 1.23% 3.34% 1.80% 3.90%
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Dividend payout ratio

14   CONTRIBUTIONS TO SOCIETY

The contributions to society by AMOREPACIFIC Corporation for the years ended December 31, 2003 and 2002 are as follows:

AMOREPACIFIC Corporation provides loans to employees for rent or purchase of houses and subsides for the school

expenses of employees’ children.

15   ENVIRONMENTAL POLICY

In relation to the activities of manufacturing skin care and other products, AMOREPACIFIC Corporation has focused on the

management system to evaluate, manage and improve the environmental conditions. As a result, the AMOREPACIFIC

Corporation received the certificate of ISO 14001.

The expenditures for environmental improvement of AMOREPACIFIC Corporation amounted to KRW1.942 billion and

KRW1.602 billion for the years ended December 31, 2003 and 2002, respectively.

16   TRAINING AND RECRUITING EXPENSES

The expenses of AMOREPACIFIC Corporation for training and recruiting employees amounted to KRW4.171 billion and KRW5.064

billion for the years ended December 31, 2003 and 2002, respectively.

Thousands of Korean won

2003 2002

Facilities for rehabilitants 1,107,384 563,189

Contribution to school 339,000 420,000

Others 1,097,355 1,670,430

Total 2,543,739 2,653,619

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2003 2002

Dividend 22,895,166,000 18,434,159,000

Net income 186,715,278,125 134,473,325,311

Dividend payout ratio 12.26% 13.71%

Korean won

(*) The dividend payout ratio, which is calculated excepting gain on valuation of investments using the equity method
depending on the investee’s gain on disposal of land, of AMOREPACIFIC Corporation for the year ended December 31,
2003 is 14.67%
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17   SEGMENT INFORMATION

Financial information on industry segments for the years ended December 31, 2003 and 2002 is as follows:

18   GEOGRAPHICAL SEGMENT INFORMATION

The Sales of geographical segment for the year ended December 31, 2003 and 2002 are as follows:

19   RECLASSIFICATION OF PRIOR YEAR FINANCIAL STATEMENT PRESENTATION

Certain amounts in the financial statements as of and for the year ended December 31, 2002 have been reclassified to

conform to the 2003 presentation. These reclassifications had no effect on previously reported net income or sharehold-

ers’ equity.

20   UNITED STATES DOLLAR AMOUNTS

The Company operates primarily in Korean won and its official accounting records are maintained in Korean won. The U.S.

dollar amounts are provided herein as supplementary information solely for the convenience of the reader. Won amounts

are expressed in U.S. dollars at the rate of KRW1,197.8:US$1, the rate in effect on December 31, 2003. This presentation

is not in accordance with accounting principles generally accepted in the Republic of Korea and should not be construed

as a representation that the won amounts shown could be converted, realized or settled in U.S. dollars at this rate. The 2002

U.S dollar amounts, which were previously expressed at KRW1,200.4:US$1, the rate prevailing on December 31, 2002,

have been restated to reflect the exchange rate in effect on December 31, 2003.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Millions of Korean won

Manufacturing and                    Others                      Consolidating                    Total

marketing of cosmetics             Adjustment           

2003 2002 2003 2002 2003 2002 2003 2002

Sales 1,165,678 1,141,513 262,676 254,468 (91,390) (97,711) 1,336,964 1,298,270

Inter-segment Sales (39,514) (40,749) (51,876) (56,962) 91,390 97,711 - -

Sales, net 1,126,164     1,100,764 210,800 197,506 - - 1,336,964 1,298,270

Operating income 185,714 166,834 23,794 25,885 2,240 (384) 211,748 192,335

Total assets 1,047,861 876,829 534,027 402,483 (256,607) (200,128) 1,325,281 1,079,184

Millions of Korean won

Korea                                                                   Consolidating

2003 2002                   Others                   Adjustment                        Total

Domestic/Export Domestic/Export       2003 2002         2003 2002             2003 2002

Sales 1,307,764/58,908 1,276,000/56,727 61,682 63,254 (91,390) (97,711) 1,336,964 1,298,270

Inter-segment Sales (82,233) (90,489) (9,157) (7,222) 91,389 97,711 - -

Sales, net 1,284,439 1,242,238 52,525 56,032 - - 1,336,964 1,298,270

Operating income 215,154 194,132 (5,646) (1,413) 2,240 (384) 211,748 192,335

Total assets 1,489,767 1,208,660 92,121 70,652 (256,607) (200,128) 1,325,281 1,079,184



Overseas Network

Pacific Europe S.A.

1, Avenue Nicolas Conte, Zac Le Jardin D'entreprises, 2800 Chartres, France 

Tel. 33-2.37.88.73.73   Fax. 33-2.37.91.04.50

AMOREPACIFIC Cosmetics (Shanghai) Co., Ltd.

383,Yumin Road Malu Town, Jiading District, Shanghai, China 

Tel. 86-21-5910-0685   Fax. 86-21-5910-0399

AMOREPACIFIC Cosmetics (Shenyang) Co., Ltd.

32, Huahai Road, Yuhong District, Shenyang Development Zone, Shenyang, China

Tel. 86-24-2581-4599   Fax. 86-24-2581-3377

AMOREPACIFIC, Inc.

138 Spring Street, 3rd Floor, New York, NY 10012, U.S.A.

Tel. 1-212-925-3030   Fax.1-212-925-2660

AMOREPACIFIC Cosmetics (USA), Inc.

130 Commerce RD., Carlstadt, NJ 07072, U.S.A.

Tel. 1-201-438-8989 / 1-323-737-3333(LA Br.)  

Fax. 1-201-438-0505 / 1-323-737-2022(LA Br.)

AMOREPACIFIC Taiwan Co., Ltd.

14F-1, No.460, Hsin Yi RD., Sec.4, Taipei, Taiwan, R.O.C.

Tel. 886-2-2729-7228   Fax. 886-2-2729-9429

Taiwan Amore Co., Ltd.

11F., No.275, Nan-King E.RD., Sec.3, Tapei, Taiwan, R.O.C.

Tel. 886-2-545-2223   Fax. 886-2-545-0982

AMOREPACIFIC Japan Co., Ltd.

2F Shibadaimon Sasano Bldg., 6-4 Shibadaimon 2-Chome, Minato-Ku, Tokyo, Japan

Tel. 81-3-3431-6641   Fax. 81-3-3431-6650



AMOREPACIFIC Corporation.  181, 2-ga Hangang-ro, Yongsan-gu, Seoul, Korea.  Tel 82-2-709-5355  Fax 82-2-709-5109
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