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AMOREPACIFIC has been a leader in the Korean cosmetics industry and culture, providing the highest quality
products and services since its foundation in 1945, based on the management philosophy of contributing to
mankind as a corporate citizen.
Today, we are committed to fortifying our global competitiveness by concentrating our investments on
research & development and human resources with a view to overseas expansion into Asia and beyond
including Europe and the United States, surpassing our present status of being a premier company at home.

Moving forward, AMOREPACIFIC will continue to grow into a world-class prestigious beauty and health
company enjoying the support and trust from customers the world over, securing global leadership as a
prestige trendsetter.

Heading for the Global Market



* GLOBAL TOTAL CARE PROVIDER OF BEAUTY & HEALTH   People are increasingly taking
interest in beauty and health, driven by a growth in women’s activities, the aging population and rising
incomes. Desire for beauty and health will no doubt always accompany the history of mankind. Accordingly,
AMOREPACIFIC wishes to grow into a “global total care provider of beauty and health,” contributing to its
customers’ healthy and beautiful lives by offering high-value total care.

“ Toward beauty and good health ”
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A Message from the CEO

We will continue to strive towards becoming a beloved company with

attractive and friendly brands and to help build a better, beautiful

society.
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Letter to Our Stakeholders

AMOREPACIFIC has been committed to providing customers the finest quality and service with
valued integrity and a strong reputation despite a number of crises we have faced since our
founding. We have used such critical moments as footholds for further take-offs, improving
through constant self-innovation.

Even in the uncertain management environment of 2004, we worked hard to pull our
management cycles up to a global company level. We also heightened our customer values by
swiftly and innovatively coping with changes in customers and markets. In addition, we
continuously pushed toward growth with profitability by concentrating every resource on strong,
competitive businesses. 

As a result, we posted sales of KRW1,272 billion and an operating income of KRW197 billion at
the end of 2004. This was attributed to our strengthened market dominance based on: prestige
brands with outstanding competitiveness such as Hera and Sulwhasoo; excellent product
development capabilities; and a strong capital base. Specifically, the combined door-to-door sales
and department store sales surged 12.3% over the year to KRW719 billion, as consumers
showed a propensity toward high-end articles and services. Sales in the green tea business also
moved up 12.4% over the year to KRW90 billion thanks to the well-being trend.  

Actively advancing into global markets with an aim to grow into a global cosmetics company, we
are now concentrating our global strategies on China and France. We believe that China will be a
driving force for us to establish ourselves as a powerful presence in Asia, as the market has a
huge growth potential combined with cultural similarity and geographic proximity. Being a home
to cosmetics, France is strategically important: it is an outpost for us to overcome our limitations
as an Asian company and break into the huge EU market while advancing into world markets at
the same time.
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A Message from the CEO

Nowadays, we are actively advancing into the Chinese market via Hong Kong and Shanghai and
the French market through perfumes manufactured locally. We have carried forward the Laneige
business in China on a full scale since 2002. The number of Laneige stores in China and other
parts of Asia rose to 70 and 30, respectively, as of the end of 2004. Such growth was driven by
two factors - our precise understanding of the skin troubles young Asian women face and our
consistent brand management to achieve ultimate customer satisfaction. Lolita Lempicka secured
a 2.8% share of the women’s perfumery market in France, one of the world’s perfume centers.
This was attributable to our proactive localization and consistent support from the main office. 

Meanwhile, in 2004, in order to meet customers’ beauty needs, we introduced HUE Place and the
AMORE gallery, where customers can personally experience a variety of beauty cultures. In
addition, we are expanding our contact points while soliciting the continuous support and trust
of customers through these activities.

Ultimately, AMOREPACIFIC pledges to grow into a “global total care provider of beauty and
health” based on customer-oriented activities and corporate citizenship. To this end, we will
pursue sustainable growth by promptly coping with the changing markets and practice a
corporate constitution. 

Thank you.

Kyung-Bae Suh 
President and CEO  
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Financial Highlights
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AMOREPACIFIC posted satisfactory results in 2004, despite the sluggish domestic economy. Sales amounted to
KRW1,272 billion and the operating income totaled KRW197 billion, led by active door-to-door/department sales,
a rise in the sales of prestige brands, and the solid growth of the green tea business.  

In 2005, we will continue to do our best, fulfilling our duties and responsibilities for everyone concerned
including customers, shareholders and employees, to provide a better tomorrow.

(1) Since AMOREPACIFIC and its subsidiaries have sold some of their equities in Pacific Metals Co., Ltd., Pacific Metals Co., Ltd. was excluded from the consolidation in this fiscal period
ending December 31, 2004. Accordingly, 2002 and 2003 results were adjusted to reflect such changes for the fiscal year 2004. 

(2) Calculations were made based on average exchange rates for each year. 

Financial Highlights

(1)

(2)

(1) (1)

(1)(1)(1)(1)



Management Ethics Environmental Activities Profitable Growth
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Proudly incorporated into AMOREPACIFIC’s founding ideas is faith in the concepts of “Beautiful People, Better
Tomorrow.” Based on this spirit, we intend to become a corporate citizen, which is respected and loved all around
the world. To this end, we will be focused on management ethics observing corporate responsibilities,
environmental activities for future generations, and profitable growth rendering services for the prosperity of
mankind.

Corporate Social Responsibility

Corporate Social 

Responsibility
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AMOREPACIFIC declared ethical management in September 2003. It aims to construct a
reliable tier-up customer relationship with ethical consciousness and transparent and reasonable
management as well as to observe laws and regulations. Ethical management activities we have
carried forward so far include transparent management, community involvement and honest
performance of our duties. 

Our ethical management is based on self-imposed practice by each business site, and is
focused on education and public relations. Specifically, we are solidifying education on ethical
management while endeavoring to build up awareness, mainly by way of cyber education and the
publishing of related serials. We additionally plan to actively carry forward ethical management
activities reflecting relevant evaluations of individual employees’ track records. 

Meanwhile, we have practiced a management of sharing, focusing on the improvement of the
quality of life and welfare for women and children under the slogan of “Beautiful People, Better
Tomorrow.” The establishment of the AMOREPACIFIC Scholarship & Cultural Foundation in 1973
was part of the momentum for this initiative. 

The Korea Breast Cancer Foundation, founded by AMOREPACIFIC with full investment in
2000, has rendered a variety of public service activities as the first breast cancer-related non-profit
public foundation in Korea. The foundation provides support for the low-income bracket for surgery
expenses, preventative medical checkup programs, health lectures, aid for academic research
expenses, and “Pink Ribbon Campaign” activities for breast cancer awareness. 

Ultimately, we will contribute to building a better and healthier society through active social
services based on voluntary activities where members spontaneously participate, thus emphasizing
the spirit of “sharing.”

As such, AMOREPACIFIC has taken the lead in social development, and this has resulted in
our selection as Korea’s Most Admired Company in the cosmetics industry category by Korea
Management Association Consultants (KMAC) in 2004. 

Fulfilling corporate objectives and social demands at the same time, we will continue to
develop into a respected company via excellent management outcomes based on outstanding
competitiveness and active social service activities in order to return the love and support of our
customers.

Sponsored by AMOREPACIFIC and hosted by
the Korea Breast Cancer Foundation, the 2004
Pink Ribbon Marathon was simultaneously held
at the World Cup Park in Seoul, and the World
Cup Stadium in Daegu on October 17, 2004.

“The Beautiful World of Sung-Whan Suh” opened
its first  “Hope Store” on July 12, 2004. 
Funds were raised following the wishes of
AMOREPACIFIC’s late chairman and founder,
Sung-Whan Suh, in order to provide support for
low-income single mothers. 

Management Ethics 

“Our ethical management is based on transparency, fairness, public interests,
plus the integrity, morality, service and love of individuals.”
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Corporate Social Responsibility

AMOREPACIFIC declared “total commitment for the environment” in September 1993,
greeting the 48th anniversary of our establishment, because we realized the need to consider human
values, quality of life, social responsibilities, consumer satisfaction and the natural environment
together. As an action plan to practice this awakening, we have since rolled out the
“AMOREPACIFIC Green Movement.”

Specifically, we strive to avoid doing any harm to the environment throughout the entire
business process, including product development, production and logistics, so that we can be
equipped with an international-level environmental management system while continuously
improving this important task. During the product development stage, we devote our energies to
securing resource curtailments and designs for easy reuse and recycling. In the production stage, we
improve and automate manufacturing methods to be environmentally friendly (clean production)
processes. As for logistics, we economize on our energy consumption by reducing fuels for
transportation through diverse schemes such as joint shipping and the adjustment of bases, while
cutting down on carbon dioxide emissions from vehicles. 

In addition, beginning in 2003, we designated a Green Movement Facilitator (GMF) for each
division to be a missionary for the Green Movement. These GMFs impose tasks and put the spirit of
the Green Movement into practice through working groups that are organized to find and execute
propositions. 

As a result, our factories in Suwon, Daejeon, Gimcheon and Jincheon satisfactorily met the ISO
14001 certification, an international standard specifying the actual requirements for an
environmental management system, formulated by the International Organization for
Standardization. The Ministry of Environment also selected AMOREPACIFIC as an environmentally
friendly company. 

Likewise, we are deploying green marketing, emphasizing complete harmony among humans,
nature and corporations. We developed the “Green Life Campaign” for the natural green cosmetics
line, Innisfree. Mamonde, which signifies the flowering vitality of nature, also unfolded a full-blown
campaign for the preservation of wild flowers in Korea.

We will continue to heighten our market value through the successful execution of
environmental management and the beneficial co-existence between corporations and nature.

Environmental Activities

“We seek better lives and happiness for our customers through the efficient
utilization of resources and abiding improvements.”

Innisfree campaigned for the use of mugs in place of
disposable paper cups and presented customers with
free mugs as part of its efforts toward environmental
preservation in celebration of the World
Environment Day on June 5, 2004. 

AMOREPACIFIC rolled out the “Campaign for
the Preservation of Mt. Baekdu” in China on June
29, 2004.
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An organization must continue to realize “profitable growth” with both profitability and
growth potential in order to maintain vitality and long-term existence. To this end, AMOREPACIFIC
is concentrating on brand consolidation, distribution channel buildup, new business cultivation and
overseas market expansion. 

Accordingly, in 2004, we strengthened the Sulwhasoo line and introduced IOPE makeup
products and the makeup-oriented “Laneige girl.” Particularly, Sulwhasoo - Korea’s representative
cosmetics line - brought about the “Oriental herbal cosmetics” fever in the domestic market. 

Above all, we have maintained stable sales regardless of economic conditions, demonstrating
success in a wide array of distribution channels. 

We particularly introduced the HUE Place in July 2004, upgrading our services and product
displays in order to actively cope with the changes in the domestic distribution structure. The number
of HUE Place expanded to 304 at the end of 2004, and our market dominance in the specialty store
sales will be further strengthened in 2005 when such makeovers are scheduled for completion.  

Another method for creating demand is providing customers with opportunities for new
experiences. With this in mind, we opened “the AMORE gallery” in order to offer integrated beauty
services including customized cosmetics and the green tea-themed “o’sulloc tea house.” As such we
have actively developed new business areas, which provide customers with opportunities for new
experiences. 

Meanwhile, AMOREPACIFIC has actively sought overseas expansion to stretch itself into a
global company with sustained growth. 

As part of such endeavors, we opened the first Laneige store in Sogo department store in
Hong Kong during 2002 in a bid to establish a bridgehead for our advance into the Chinese market.
The number of Laneige stores in operation reached 70 in China, and 30 in other Asian countries by
the end of 2004. Additionally, we introduced Sulwhasoo to Hong Kong in September 2004 in order
to enter Chinese communities where Korean culture is enjoying a recent wave of popularity. Innisfree
was rolled out to Shanghai in November 2004. We plan to enter the Japanese market as well in
2005. In addition, we secured footing to accomplish our global vision by completing a modern
factory, which will serve as an outpost in Chartres, France, in April 2004. 

Ultimately, AMOREPACIFIC will strive to become a company that provides reliable products
and services to customers, and where shareholders wish to invest and employees desire to work, by
ensuring remarkable management outcomes through the expansion of our existent businesses and
the active development of new businesses and overseas markets.

Profitable Growth

“We will solidify our framework in order to grow into a premier company,
expanding our reach into the entire Asian region and boosting our
businesses in the United States and France.”

AMOREPACIFIC introduced the next-generation
cosmetics specialty store, HUE Place, in July 2004,
in order to allow customers to experience upgraded
beauty products and services. 

“The AMORE gallery” was opened in Apgujeong-
dong, a fashion and culture center in Seoul, as a
space where customers can personally experience a
variety of beauty cultures. 

AMOREPACIFIC opened the first branch of its
green tea-themed cafe, “o’sulloc tea house,” in
Myeongdong in downtown Seoul on April 10, 2004,
as an initial step towards the diversification of its
health business.



Our Efforts Innovative R&D Productivity Improvement Building Strong Brands

AMOREPACIFIC places its first priority on customers. All of its activities are based on their viewpoints. The Amore, a customer
service center located in Myeongdong in downtown Seoul, shows our devotion to customers. This cultural experience center
can be used free of charge by anyone who is interested in enjoying makeup, and it attracts more than 1,000 visitors daily. 

AMOREPACIFIC will continuously carry out customer satisfaction management based on our world-class R&D, flexible
production systems and experience marketing.

Our Efforts

10
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AMOREPACIFIC has played a leading role in advancing the quality of domestic cosmetics to a
global level. It has positioned itself as a true frontrunner in domestic cosmetics research with active
innovations and strategic studies, investing around 3% of its sales in the research and development
(R&D) sector on an annual basis. Today, the R&D Center is committed to improving the quality of
research through a wide spectrum of joint studies with other relevant organizations including Seoul
National University and Yonsei University.  

In 2004, AMOREPACIFIC concluded a research collaboration and license agreement in
February with SCHWARZ PHARMA of Germany on the next-generation anodyne PAC20030.
Currently in the preclinical phase, PAC20030 is a new substance that AMOREPACIFIC discovered
while researching the new class of VR1 (vanilloid receptor 1) antagonists. The drug has great
potential as a treatment for various kinds of pain.  

In April, we received the IR52 Jang Young Shil Award, the most prestigious technology award
in Korea, for a “new material for the protection against harmful ultraviolet rays (Colloidal Composite
Technology for Sun-Screening Cosmetics).” This new material was developed by our Nanotechnology
Research Team, which is vigorously undertaking research activities since its designation as a national
research laboratory by the government in June 2000. Further, related papers were selected for the
Maison G de Navarre Young Scientist Prize 2003 from the International Federation of Societies of
Cosmetic Chemists (IFSCC), a first in Korea, drawing the attention of relevant academic circles and
industries. 

Today, the R&D Center is concentrating on the development of natural extracts and high-
performance new materials. The center is also devoted to the development of high-performance
whitening and wrinkle-free products, hair coloring agents, and anti-dandruff products in the
cosmetics research area, based on its studies of skin and its properties. Other areas include the Drug
Delivery System (DDS) and the development of green tea and health foods within medicine and
health research. The R&D Center plans to develop itself into a globally recognized cosmetics
laboratory securing a leadership position in global products through ceaseless research and
innovations and the globalization of research studies.

Founded in 1978, AMOREPACIFIC’s R&D Center has been committed to
the development of new technologies, backed by 250 scientists, in order
to create technological values for customer satisfaction.

Innovative R&D

A forerunner in Korea’s cosmetics research,
AMOREPACIFIC’s R&D Center is strengthening
its global competitiveness by concentrating on the
research and development of cosmetics, medical
supplies and health foods. 
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Our production division is contributing to customer satisfaction through
the construction of complete production systems for ensuring the
highest quality.

Productivity Improvement

AMOREPACIFIC’s production division is concentrating all its competitiveness and strategies on
realizing the cutting-edge “Digital Factory” of the 21st century, securing production bases designed
to accomplish a companywide vision of becoming “global total care provider of beauty and health.”
The division is carrying forward the MASTER 21 (Man, Machinery and Space Technology Efficiency
Revolution, 21st Century) for more efficient pursuit of this goal. 

The MASTER 21 revolves around three pivotal activities - cost cut innovation, quality
guarantee, and the immediate practice of “my machine” improvement activities. Through the cost
cut innovation activity, we reduced our cost by KRW28.3 billion in 2003 and KRW27.1 billion in
2004 on a companywide level.

Meanwhile, keeping in mind that the quality and production management levels of our
contractors must be advanced in order for us to become a global company, we have improved the
quality of packing materials and productivity, with the creation of proactive quality management
processes in order to guarantee quality, and the immediate practice of field improvement activities.

Through the immediate practice of “my machine” improvement activities, we also improved
supply logistics, quality levels, and productivity by removing waste factors from the in-house logistics
system. Other accomplishments include the curtailment of process defective rates, the construction
of flexible production systems, the advancement of procurement methods, and the reduction of
inventories in the work process.  

As such, we are committed to raising our manufacturing competitiveness to a global level by
continuously executing the MASTER 21 in order to effectuate high quality, low cost and on-time
delivery.

As a consequence of such continuous quality management reforms, AMOREPACIFIC earned
the Quality Management Award in the 30th National Quality Management Convention from the
Ministry of Commerce, Industry and Energy in November 2004.

Finally, the production division has always strived to deliver renowned products for ultimate
customer satisfaction, securing more effective and efficient production systems. Such endeavors will
continue until we secure the world’s finest quality competitiveness backed by a unified staff.

Our Efforts

AMOREPACIFIC's production division is
committed to providing customers with the highest-
quality products through continuous quality
management and innovation.

AMOREPACIFIC completed a modern factory in
Chartres, France, in April 2004. With this
momentum, the company plans to further expand its
local operations and continue promoting exchanges
with France. 
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Our brand management is based on corporate culture, taking the voices
of customers as a starting point.

Building Strong Brands

AMOREPACIFIC’s basic directions for marketing activities are fourfold: brand alignment,
marketing process reforms, improvement of competitiveness in customer contact points and
globalization. First, brand alignment involves: brand selection and concentration; extensive product
type and item development; and profitability-oriented brand cultivation. Second, reforms in
marketing processes aim to establish a customer and brand-oriented organization that can
proactively cope with environmental changes. Third, the improvement of competitiveness in
customer contact points requires the operation of customer loyalty programs, reinforcement of
internal and external communications and the deployment of in-store merchandizing. Finally, the
purpose of globalization is to raise our organizational and marketing capabilities to global levels. 

Aiming for a “Strong Brand Company,” we are minimizing risk factors while deriving brand
success by following each stage in the process, starting from new product development to following
up with market reaction surveys and tracking surveys. We also utilize in-house self-monitoring while
providing consultations by phone, in-person visits and the internet simultaneously in order to
promote our understanding of customers. 

Meanwhile, about 1,500 prosumers are in active operation within the company, contributing
to every stage from product development to market introduction. We are forming partnerships,
preparing the “AMOREPACIFIC Prosumer Day” for these prosumers. They are largely classified into
the customer monitor group, laboratory prosumers, and professional panel prosumers to be
managed by the company’s prosumer management system. 

Consequently, AMOREPACIFIC garnered the Company Grand Prize in the marketing category,
the Best New Product Award in the marketing category (for Mamonde Total Solution) and the Brand
Leadership Most Outstanding in the brand category (for Hera) in The 12th Korea Marketing Best
Awards managed by the KMAC. We also ranked first in diverse categories in the 2004 Korea Brand
Power Index survey of the brand power of Korean industries which was carried out by the KMAC -
Sulwhasoo in women’s base cosmetics, Laneige in women’s color cosmetics, Odyssey in men’s
cosmetics, and Sulloc Cha in the green tea category. 

In conclusion, AMOREPACIFIC will always be devoted to the creation of strong global brands
in pursuit of the “Dream of Beauty” for femininity.

AMOREPACIFIC enjoyed the unfailing love and
support of its customers by introducing a diverse
and powerful array of brands such as Laneige,
IOPE, Hera and Sulwhasoo.



Everyone’s 
Favorite Brand

Cosmetics     Mass Beauty     Health

AMOREPACIFIC is growing into a “global total care
provider of beauty and health,” cultivating global brands
and strong products, developing new markets and creating
quality services.  

We will continue to lead the global beauty industry by
anticipating rapidly changing customer trends and
developing innovative products.

14

Review of Operations



152004 ANNUAL REPORT

Cosmetics

AMOREPACIFIC is our flagship brand, comprising a prestigious line of skincare
products for well-being-oriented women who seek internal and external beauty. These
products revitalize the skin by incorporating ingredients from Asian botanicals in the
form of nanometric particles and delivering them to the deepest layers of the skin.
Having translated the high culture of green tea into cosmetics, AMOREPACIFIC
successfully opened AMOREPACIFIC Beauty Gallery & Spa in Soho in September 2003.
Soon afterwards, a sales counter specializing in AMOREPACIFIC products was opened
at Bergdorf Goodman on 5th Avenue, one of the world’s most prestigious department
stores. Many New Yorkers were drawn to the store through their fascination with
Asian cultures. 
We are looking to further sales growth by expanding our stores in the United States
and Korea while upholding brand image through the reinforcement of customer
experience services.

As a leader of the cosmetics culture in Korea, we are solidifying the competitiveness of our

existing businesses while actively advancing into the Asian market by utilizing a full

spectrum of globally competitive brands, including Laneige and Sulwhasoo. We are also

strengthening our businesses in the United States and France.

A New Beauty Energy

www.amorepacific.com

Korea’s Finest Herbal Cosmetics Brand

www.sulwhasoo.com

As Korea’s renowned Oriental herbal cosmetics line, Sulwhasoo is expanding a new
horizon in the cosmetics culture with a unique philosophy and brand power.
Within fives years of its introduction, sales surpassed KRW200 billion in 2002.
Recording KRW333 billion at the end of 2004, it also broke the KRW300 billion mark
along with Hera, for the first time ever in Korean cosmetics history. In 2004, the
brand entered the Hong Kong market, an arena for competition among global
brands. It plans to advance into the Japanese market as well in 2005. 
Ultimately, AMOREPACIFIC will continue to play a leading role in informing the world
of Korean beauty and culture by fostering Sulwhasoo as a renowned global name.



IOPE was launched in October 1996 as Korea’s first truly cosmeceutical cosmetics
brand, offering perfect solutions for diverse skin troubles through a broad spectrum of
product lines. They include Retinol 2500 Innovation, for reducing wrinkles; Power
Lifting, a skin lifting agent; Regeneration products, which help maintain the skin’s
youthfulness; and Whitegen MS135 products, which use new skin whitening
technology. 
The brand met ever-changing customer needs and trends, extending brand coverage
with the introduction of new natural makeup lines in April 2004.
Going forward, IOPE will continue to develop into the finest brand of the world’s
highly functional cosmetics industry, bolstering the innovativeness and
leadership of its products.

A Dream-Come-True For Beautiful Skin

www.iope.com

16
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Hera is a highly sophisticated brand, particularly designed to realize ideal skin aesthetics
through a harmony of sensibility and science. Since its launch in October 1995, Hera
products are evidencing both rapid growth and high profitability by clearly distinguishing its
brand identity while taking up the latest fashion and styles. 
Sales surpassed KRW100 billion in 1999 and KRW200 billion in 2001, and stood at
KRW307 billion at the end of 2004. This growth in sales was made possible by ever-
increasing brand power through continuous image management. 
Celebrating its tenth anniversary in 2005, Hera will continue to meet the rapidly changing
market environment and customer needs, realigning the brand in step with global
standards. Further, it will heighten its profile as a new luxury brand anticipating customer
needs and creating new trends.

A Young & Sophisticated New Luxury Brand

www.hera.co.kr

H E R A



A Youthful Brand For Active & Trendy Beauty

www.laneige.com
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Cosmetics Mass Beauty     Health

Introduced in 1994 to target women in their 20s under the slogan of
“Everyday New Face,” Laneige has firmly maintained its top position in
terms of domestic cosmetics brand power since 1999, satisfying young
customers who want to look new and fresh everyday.    
With upgraded young and trendy designs, Laneige began to captivate the minds of Asian
women in 2002. It has also gained a foothold towards growing into a global brand, advancing
into such department stores as Isetan in Singapore (2003), Mitsukoshi in Taiwan (2004) and
Sogo in Indonesia (2004) following its success in China and Hong Kong. 
Moving forward, Laneige aims to eventually develop into a total beauty care brand to be
favored by women of the world through a wider array of products including body care products
and perfumes.

Etude secured its exclusive position in the makeup market as a product line that
emphasizes personality, sense and trendiness since its introduction in April 1995. The
line is based on the four concepts of high quality, affordability, simple design, and color
variety. 
The brand has precisely reflected the needs of target customer groups through
exhaustive market research while effectively coping with the ever-changing makeup
culture of the new generation. It offers makeup as a form of fun and easy play that
everyone can enjoy at anytime. 
Not satisfied with its accomplishments so far, Etude will do its utmost to grow further,
constantly conducting research and striving to pursue new forms of beauty for women.

Makeup Play

www.etude.co.kr
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A hit product much sought after as a custom-made special cosmetics line,
Innisfree was reborn in 2004 as natural, environmentally-friendly products
offering personalized solutions for every skin problem. 
With the renewed brand philosophy of “Natural Green Life,” Innisfree firmly
ensured its top position in mart distribution sales, recording KRW32 billion
at the year’s end, intensifying brand concept and introducing competitive
products. 
Following a store opening in the Pacific department store in Shanghai,
China, in 2004, the brand aims to lay a foundation for further growth as a
global brand, advancing into a dozen department stores in four major cities
across the continent in 2005.

Natural Green Life

www.innisfree.co.kr

Introduced in October 1991, Mamonde has enjoyed continuous popularity
and has undergone image upgrades which have strengthened its brand
power: first in 1998 and then in April 2002, when it was repositioned as a
brand targeted at women whose skin has begun to turn dry.
Sales amounted to KRW52 billion at the end of 2004, backed by powerful,
newly launched products such as Stem Naan, Total Solution and Powder
Pact. 
Delivering the energy and vibrancy of natural flora, the brand will continue
to provide solutions for the skin problems women face, particularly during
the “turning point” in age when women’s skin begins to tend towards
dryness.

The Vitality Of Nature Making Flowers Bloom

www.mamonde.com
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Cosmetics Mass Beauty     Health

The soft, sweet fragrance of Lolita Lempicka swiftly captured the
hearts of perfume connoisseurs, occupying a 1% share of the French
perfume market within one year after its launch in April 1997. This
was primarily attributed to its unique fragrance and beautiful apple-
shaped container design. 
Since then, Lolita Lempicka provided customers with a wider selection
of products introducing Eau de Toilette for women in 2002, Eau de
Toilette bath line in 2003, and Midnight Fragrance in 2004. 
In 2004, the brand secured a 2.8% market share for women’s perfume
products in France.

The Modern Romantic Fragrance

www.parfumslolitalempicka.com
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Mass Beauty
AMOREPACIFIC is seeking cleanliness, beauty and health in the hair, body and oral care

markets. We are also committed to strengthening our leadership through the improvement

of cost competitiveness, brand concentration and channel diversification. 

Mise en scene grabbed the top market share in specialty store sales within seven
months after its launch in January 2000 as Korea’s first hair coloring agent
containing serum. It continues to solidify its number-one position through colors
that match seasonal trends, its high-end product lineup, differentiated services, 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.” Following this, Mise en scene
posted sales of KRW68 billion at the end of 2004 surging 32.2% as compared to
the previous year’s results. This noticeable growth was due to unique marketing
activities, such as the Mise en scene Moving Hair Shop and the Mise en scene Film
Shorts Festival.  
Sales will likely continue to expand with the consolidation of brand power, the
introduction of leading products to meet customer needs, and marketing efforts to
encourage and stimulate customer experience and sensibility.

A Total Hair Fashion Brand Leading Customer Hairstyles With Personality

www.mjsen.co.kr

A Progressive Hair Care Brand

www.amoshair.co.kr

AMOS is positioning itself as a leading brand in the domestic professional hair care product market
offering high-quality products and services. 
Comprised of five different types of products including hair color, shampoos and rinses, nourishing
creams, styling products, and perm solutions, AMOS has been the hairstyle trendsetter in Korea,
developing and providing a wide spectrum of software programs for hair designers, in order to
realize a brand philosophy of being a “friendly partner that hair designers depend upon.”Sales
amounted to KRW17 billion at the end of 2004, primarily due to the introduction of a cutting-edge
hair-coloring agent, Colorgenic.
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For Fresh Dental Beauty

Median has enjoyed the steady support and confidence of many Korean customers
for over two decades since its release in 1983. This total oral care brand enjoyed
sales of KRW32 billion by the end of 2004, backed by its sophisticated design, fresh
feel and high-brand recognition.  
In 2005, Median is poised to heighten its brand image and profitability by rolling out
premier products and cost reductions. 

A Leader In Total, Sensible Bath Care

Happy Bath was launched in February 2000 as a bath care brand to make
bathing an enjoyable experience. Customers are attracted to this product line
for its pleasant fragrance, foamy softness, and lovely design.
It grew into a top-tier bath care brand within one year of its introduction,
recording KRW31 billion in sales at the end of 2004, led by the active
diversification of its sales channels. 
In 2005, it will further strengthen its market position as a special bath care
brand through brand integration. 

Cosmetics     Mass Beauty Health
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Review of Operations

Health
AMOREPACIFIC has displayed high growth in the health business despite economic

slowdowns, thanks to consumers’ increasing interest in health and well-being. Aiming to

help customers maintain a healthy and beautiful life, we will grow into a leading company in

the health and beauty food industry, reinforcing global competitiveness and seeking brand

differentiation and business expansion. 

Clean Green Tea Grown At The Foot Of Mt. Halla

www.sulloc.com

As Korea’s representative green tea brand, Sulloc Cha has been contributing to the development of
green tea culture through diverse efforts - holding the “International Symposium on Green Tea,” a
first in Korea, operating free-of-charge tea ceremony education programs targeting the public,
publishing a tea journal Sulloc Cha, and opening the Sulloc Cha museum “o’sulloc” as a comfortable
space for rest and relaxation. 
In 2004, Sulloc Cha led the popularization of green tea by introducing new products, such as
Powdered Sulloc Cha Green Tea Latte, Powdered Sulloc Cha with dietary fiber, Green Tea with fruit,
Sararac with lactic acids and opening “o’sulloc tea house” in Myeongdong and Gangnam. As a result,
Sulloc Cha recorded sales of KRW90 billion, posting a 12.4% growth over the year. 
Sulloc Cha will continue to promote and develop tea culture in Korea, presenting diverse activities to
increase tea enjoyment while striving for customer satisfaction. It will ultimately develop into a global
brand to be enjoyed all over the world, via continuous quality improvements and R&D efforts.

A Downtown Tea Garden For Culture And Relaxation

www.osulloc.co.kr

AMOREPACIFIC made the first step toward the diversification of its health business by opening a green tea-themed cafe, “o’sulloc tea house,” in
Myeongdong in downtown Seoul during April 2004. The purpose was to cope with the swift changes in the newly transforming green tea market. 
Its first branch in Myeongdong attracted more than 1,000 visitors on average daily within six months after its opening. Backed by its success, the
second branch was opened in Gangnam in October 2004. 
Under the motto of “Benefits of tea to everyone,” “o’sulloc tea house” aims to serve as a cultural space where modern people can relax and
escape pollution and stress while enjoying food and beverage made with green tea amidst images of fresh green tea plantations.
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For Inner Beauty

www.vbprogram.co.kr

V=B Program is a health food brand dedicated to the creation of intelligent beauty
foods. Its unique product line was designed as a comprehensive health management
program based on the concept of “Inner Beauty.” These visionary beauty foods
draw out the healthy glow that springs from within, and provide “vitality & beauty
solutions” by linking reliable products with different lifestyles. We stand by our
brand philosophy: “Vitality is pure beauty.” 
V=B Program generated sales of KRW46 billion in 2003 and KRW51 billion in 2004,
giving rise to a new “Inner Beauty” boom since its introduction in 2002. 
The brand will establish itself as a leading brand in the culture of “Inner Beauty”
through ongoing content development and the presentation of diverse beauty foods,
in step with the “well-being” lifestyles of our customers.

Cosmetics     Mass Beauty     Health

For Relief Of Arthritis

www.ketotop.com

Ketotop is the world's first plaster-type special remedy for arthritis, featuring outstanding efficacy for the topical relief of
pain with no side effects and no gastroenteric troubles. Since its market introduction, it has been patented in 15 countries
including Korea, the United States and Japan. 
In 2004, Ketotop sales reached KRW41 billion. This sales growth was
primarily attributed to strengthened Customer Relationship Management
(CRM) and deployment of the “Start, New Life” campaign. 
This worldwide-licensed product will continue to heighten its brand
power by continuously carrying forward strategic marketing.
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Jong-Chul Kim
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Management’s Discussion & Analysis

MANAGEMENT’S DISCUSSION & ANALYSIS

MARKET

Overview of Market Trends in 2004
The cosmetics market in general suffered again in 2004, given a seemingly endless slowdown in
consumption and challenging changes in distribution channels. For more than two consecutive
years, the overall cosmetics market had been squeezed from year to year. Specialty store channels
in particular experienced a sharp downturn because of increasing competition with marts and
online shopping malls. Meanwhile, low-price single-brand shops were newly emerging, taking
some ground away from traditionally strong players. In this environment, weak players lost more
and more ground, while several major cosmetics companies took revolutionary steps to rationalize
their distribution systems in order to reinforce distribution strength and profitability. By
eliminating  middlemen, sales agents and wholesalers, these companies built up their own direct
distribution networks with strategic partner shops. In the mass beauty market, average selling
prices have dropped due to discount pressures by retailers and the increased sales of cheaper
products. This gave margin pressure even to larger players in the industry. 

Market Outlook in 2005
On the macro level, the outlook for 2005 should be no worse than the previous year. The
cosmetics market should benefit from an overall recovery in consumption, while the tea and
beauty industries are expected to post solid growth as well. However, as new formats for retail
business emerge, including strategic brand shops and drug store chains, the market will most
likely remain difficult for small and medium sized cosmetics players. Going forward, it may
become more difficult for them to find proper retail outlets for their products. Competition
between low-end brand shops and strategic partner shops operated by major players will likely
continue, and restructuring should be accomplished quickly in specialty store channels. In the
mass beauty market, gradual recovery is expected overall, although competition between
multinational companies and local giants should be intensified. Tea, a growing market, should see
more growth opportunities amidst the continuing well-being trend.

Key Issue in the Industry
Key issues in the cosmetics market include: 1) whether a direct delivery system to end retailers can
be established successfully or not, 2) how much market share low-end brand shops can take from
now on, 3) how fast the drug stores can expand, and 4) whether foreign brands can successfully
enter the mass market, given these favorable changes.
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2004 AMOREPACIFIC’S BUSINESS PERFORMANCE

OUTLOOK FOR 2005

The year 2005 should be a year of “HOPE” for AMOREPACIFIC, in both domestic and foreign markets. Within Korea, domestic
consumption will finally partially recover, and the painful restructuring of specialty store channels should be completed to some
degree. As AMOREPACIFIC expanded its market share during consumption slowdown, it will no doubt be awarded upon
consumption recovery. If AMOREPACIFIC succeeds at establishing both a direct distribution system without sales agents and the HUE
Place franchise nationwide, the significant outcome will become apparent through the end of 2005 and in 2006 in terms of market
share and profitability. Although mass beauty sales are likely to stay at last year’s level, the company will focus on margin
improvement by concentrating on the major brands. Tea, backed by a growing interest in health, and consumption recovery, should
grow by the double-digits again in 2005. Outside Korea, AMOREPACIFIC plans to introduce more brands into various distribution
channels. Although this move will require further investments, it should expand long-term growth potential. 

Risks
Foreign brands do not seem to be reducing efforts to penetrate the Korean mass market, despite a lack of significant increase in their
market share. However, foreign players will benefit from an expansion of corporate retailing, such as drug stores, as they have found
it difficult to access viable distribution channels in the mass market. At the same time, as AMOREPACIFIC drastically scrapped its
exclusive sales agents system in order to build up direct distribution channels, it will most likely continue to suffer from a marketing
vacuum for the time being. Meanwhile, the costs of overseas expansion may exceed the company’s expectations. 

By Line of Business
Cosmetics : AMOREPACIFIC was a clear pioneer and forerunner in introducing the new strategic partner shop business model, taking
the initiative in this change. The company aggressively restructured the system of exclusive agents, encouraging tighter relationships
with end retailers. Even though the company experienced a marketing vacuum from exclusive sales agents, resulting in a steep sales
decline in specialty store channels, management showed strong commitment. For premium channels, such as department store and
door-to-door sales, AMOREPACIFIC successfully maintained solid double-digit growth despite weak consumption, resulting in a
significant market share gain in 2004. Outside Korea, AMOREPACIFIC successfully made a place for itself in department stores,
especially in Asia, recording high growth in 2004.
Mass Beauty : AMOREPACIFIC’s mass beauty business achieved slow single-digit growth in 2004. Relative to other business lines,
the mass beauty division still holds a weak position in the competitive landscape.
Tea : Tea sales were again very robust, serving as a growth engine for the company despite a relatively small sales contribution.
AMOREPACIFIC opened the elegant “o’sulloc tea house” in the heart of downtown Seoul to offer an alternative green tea
experience and culture to younger Korean people.

(1) Since AMOREPACIFIC and its subsidiaries have sold some of their equities in
Pacific Metals Co., Ltd., Pacific Metals Co., Ltd. was excluded from the
consolidation in this fiscal period ending December 31, 2004. Pacific Metals Co.,
Ltd. generated sales of KRW55.649 billion in 2003.

(2) The Hair & Body Division in the Cosmetics Business Unit was incorporated into
the Mass Beauty Business Unit in 2004. This was reflected in the above 2003
and 2004 results.

2004 Sales 2003 Sales

Domestic 1,274 1,366
Cosmetics 919 952
Mass Beauty & Tea 231 217
Others 124 197

Overseas 63 62
Consolidating Adjustment (65) (91)
Total 1,272 1,337

Unit: Billions of Korean won

(2)

(1)

(2)
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders and Board of Directors of AMOREPACIFIC Corporation and Subsidiaries

We have audited the accompanying consolidated balance sheets of AMOREPACIFIC Corporation and its subsidiaries (the “Company”) as
of December 31, 2004 and 2003, and the related consolidated statements of income, changes in shareholders’ equity and cash flows for
the years then ended, expressed in Korean won. These consolidated financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audit. We did not audit the financial
statements of Pacific Pharmaceuticals Co., Ltd. and certain other consolidated subsidiaries, of which statements represent 15.4% and
16.7% of the Company’s consolidated total assets as of December 31, 2004 and 2003, respectively, and 17.3% and 17.8% 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 Pharmaceuticals
Co., Ltd. and certain other consolidated 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 standards 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 estimates 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 subsidiaries as of December 31,
2004 and 2003, 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 accounting principles or auditing standards and their application in practice.

Kukje Center Building, 191 Hankangro 2ga, Yongsanku, Seoul 140-702, KOREA (Yongsan P.O.Box 266, 140-600)

This report is effective as of February 18, 2005, 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.

Seoul, Korea
February 18, 2005
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CONSOLIDATED BALANCE SHEETS
Thousands of Korean won Thousands of U.S. dollars (Note 20)

ASSETS

Current assets :

Cash and cash equivalents 108,890,214 172,761,208 95,128 144,947 

Short-term financial instruments 379,889,028 251,749,966 331,876 211,219 

Trade accounts receivable, net (Notes 2 and 10) 128,295,273 139,993,147 112,081 117,455 

Inventories (Note 3) 104,307,976 129,043,102 91,125 108,268 

Other current assets 49,473,247 55,437,382 43,221 46,512 

Total current assets 770,855,738 748,984,805 673,431 628,401 

Property, plant and equipment, net (Note 4) 502,079,760 488,622,006 438,624 409,956 

Investment securities (Note 5) 57,077,134 34,322,867 49,863 28,797 

Long-term guarantee deposits 36,347,459 34,907,538 31,754 29,287 

Intangible assets 18,614,617 14,133,641 16,262 11,858 

Other investments 21,667,959 4,309,821 18,929 3,616 

Total assets 1,406,642,667 1,325,280,678 1,228,863 1,111,915

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities :

Trade accounts payable (Note 10) 56,675,937 69,059,542 49,513 57,941 

Other accounts payable 99,287,232 102,337,357 86,739 85,862 

Withholdings 18,417,238 19,171,548 16,090 16,085 

Income taxes payable 54,143,184 68,273,497 47,300 57,282 

Other current liabilities 53,351,872 26,733,328 46,609 22,429 

Total current liabilities 281,875,463 285,575,272 246,251 239,599 

Accrued severance benefits, net (Note 6) 17,696,730 40,659,252 15,460 34,113 

Allowances for expected sales return 17,450,630 18,064,699 15,245 15,156 

Deferred income tax liabilities (Note 11) 43,776,144 51,565,428 38,243 43,264 

Other long-term liabilities 26,400,466 10,168,975 23,064 8,532 

Total liabilities 387,199,433 406,033,626 338,263 340,664

Commitments and contingencies (Note 7)

Shareholders' equity :

Capital stock (Note 1) 51,004,800 51,004,800 44,558 42,793 

Capital surplus (Note 8) 195,536,790 194,586,044 170,824 163,258 

Retained earnings (Note 8) 718,858,785 598,328,751 628,005 502,000 

Capital adjustments (Note 8) (21,050,557) (22,904,485) (18,390) (19,217)

Minority interests in consolidated subsidiaries 75,093,416 98,231,942 65,603 82,417 

Total shareholders' equity 1,019,443,234 919,247,052 890,600 771,251 

Total liabilities and shareholders' equity 1,406,642,667 1,325,280,678 1,228,863 1,111,915

2004 2003 2004 2003

December 31, 2004 and 2003 

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

CONSOLIDATED INCOME STATEMENTS
Thousands of Korean won Thousands of U.S. dollars (Note 20)

Sales (Notes 9, 10, 17 and 18) 1,271,714,372 1,336,964,475 1,110,987 1,121,718 

Cost of sales (Notes 9 and 10) 432,491,210 461,822,242 377,830 387,471 

Gross profit 839,223,162 875,142,233 733,157 734,247 

Selling and administrative expenses 642,019,594 663,393,810 560,877 556,590 

Operating income (Notes 17 and 18) 197,203,568 211,748,423 172,280 177,658 

Non-operating income (expenses) :

Interest income, net 18,183,791 10,411,343 15,886 8,735 

Gain on valuation of investments using

the equity method of accounting (Note 5) (235,569) 2,176,582 (206) 1,826 

Gain (Loss) on disposal of investment, net 8,935,430 (1,471,199) 7,806 (1,234)

Gain on disposal of property, 

plant and equipment, net 575,705 98,517,654 503 82,656 

Additional payment of prior year income taxes, net (7,755,339) 9,049,265 (6,775) 7,592 

Donations (1,771,386) (2,729,986) (1,548) (2,290)

Loss on obsolescence of inventories (1,445,883) (1,154,538) (1,263) (969)

Others, net 3,626,106 2,701,448 3,168 2,267 

20,112,855 117,500,569 17,571 98,583 

Ordinary income : 217,316,423 329,248,992 189,851 276,241

Extraordinary gains - - - - 

Extraordinary losses - - - - 

Income before income tax expenses 217,316,423 329,248,992 189,851 276,241 

Income tax expenses (Note 11) 66,194,413 109,514,670 57,828 91,883 

Income after income tax expenses 151,122,010 219,734,322 132,023 184,358 

Minority interests in income of consolidated 

subsidiaries, net (1,296,736) (31,236,642) (1,133) (26,208)

Net income 149,825,274 188,497,680 130,890 158,150 

Basic and diluted ordinary income per share (Note 12)

(In Korean won and U.S. dollars) 17,791 22,452 16 19 

Basic and diluted earnings per share (Note 12)

(In Korean won and U.S. dollars) 17,791 22,452 16 19 

2004 2003 2004 2003

December 31, 2004 and 2003 

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
Thousands of Korean won Thousands of U.S. dollars (Note 20)

Capital stock

Balance, the beginning of the year 51,004,800 51,004,800 44,558 42,793 

Paid-in capital increase - - - - 

Balance, the end of the year 51,004,800 51,004,800 44,558 42,793 

Consolidated capital surplus

Balance, the beginning of the year 194,586,044 205,681,301 169,993 172,567 

Changes of equity ratio 359,321 51,606 314 43 

Changes of revaluation surplus - (10,123,262) - (8,493)

Other changes in the year 591,425 (1,023,601) 517 (859)

Balance, the end of the year 195,536,790 194,586,044 170,824 163,258 

Consolidated retained earnings

Balance, the beginning of the year 598,328,751 429,342,083 522,709 360,220 

Accumulated effect of accounting changes - - - - 

Net income 149,825,274 188,497,680 130,889 158,150 

Other changes in the year (29,295,240) (19,511,012) (25,593) (16,370)

Balance, the end of the year 718,858,785 598,328,751 628,005 502,000 

Consolidated capital adjustments

Balance, the beginning of the year (22,904,485) (24,767,504) (20,010) (20,780)

Other changes in the year 72,704 1,457,961 64 1,223 

Changes in treasury stock 1,781,224 405,058 1,556 340 

Balance, the end of the year (21,050,557) (22,904,485) (18,390) (19,217)

Minority interest equity

Balance, the beginning of the year 98,231,942 73,573,082 85,817 61,728 

Accumulated effect of accounting changes - - - - 

Changes of revaluation surplus - (5,408,102) - (4,537)

Minority interests in income of 

consolidated subsidiaries, net 1,296,736 31,236,642 1,133 26,207 

Changes in minority interest equity ratio (24,435,262) (1,169,680) (21,347) (981)

Balance, the end of the year 75,093,416 98,231,942 65,603 82,417 

Total shareholders' equity 1,019,443,234 919,247,052 890,600 771,251

2004 2003 2004 2003

December 31, 2004 and 2003 

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Cash Flows

CONSOLIDATED STATEMENTS OF CASH FLOWS
Thousands of Korean won Thousands of U.S. dollars (Note 20)

Cash flows from operating activities :

Net income 149,825,274 188,497,680 130,889 158,150 

Adjustments to reconcile net income to

net cash provided by operating activities :

Depreciation and amortization 50,423,790 52,655,784 44,051 44,178 

Provision for severance benefits 23,122,024 29,167,055 20,200 24,471 

Minority interests in income of consolidated

subsidiaries, net 1,296,736 31,236,642 1,133 26,208 

Gain on disposal of property,

plant and equipments, net (571,614) (98,517,654) (499) (82,656)

Others, net (15,906,992) (1,831,055) (13,897) (1,536)

Changes in operating assets and liabilities :

Increase in trade accounts receivable 9,491,519 11,264,676 8,292 9,451 

Decrease in advance payments (362,848) (12,582,198) (317) (10,556)

Decrease in trade accounts payable (21,785,560) (14,214,220) (19,032) (11,926)

Increase (Decrease) in income taxes payable (10,783,631) 27,886,011 (9,421) 23,396 

Payment of accrued severance benefits (21,208,988) (32,162,808) (18,528) (26,985)

Increase (Decrease) in deferred income tax liability (5,612,990) 16,969,156 (4,904) 14,237 

Others, net 21,743,210 (18,852,232) 18,995 (15,817)

Net cash provided by operating activities 179,669,930 179,516,837 156,962 150,615 

Cash flows from investing activities :

Proceeds from long-term guarantee deposits 10,982,793 13,570,818 9,595 11,386 

Disposal of property, plant and equipment 9,965,424 184,599,032 8,706 154,879 

Proceeds from severance insurance deposits 10,710,058 13,945,921 9,356 11,701 

Acquisition of short-term financial instruments (128,139,062) (232,921,556) (111,944) (195,422)

Acquisition of investment securities (7,168,066) (5,658,767) (6,262) (4,748)

Payments for long-term guarantee deposits (12,931,443) (16,367,978) (11,297) (13,733)

Payments for severance insurance deposits (31,881,456) (14,209,496) (27,852) (11,922)

Acquisition of property, plant and equipment (75,599,388) (64,016,518) (66,045) (53,710)

Others, net 29,051,502 8,291,847 25,380 6,957 

Net cash used in investing activities (195,009,638) (112,766,697) (170,363) (94,612)

Cash flows from financing activities :

Payment of dividends (24,450,865) (24,434,016) (21,361) (20,500)

Others, net (13,819,234) 355,532 (12,073) 298 

Net cash used in financing activities (38,270,099) (24,078,484) (33,434) (20,202)

Changes in consolidation scope (10,261,187) - (8,964) - 

Net increase (decrease) in cash and cash equivalents (53,609,807) 42,671,656 (46,835) 35,801 

Cash and cash equivalents at the beginning of the year 172,761,208 130,089,552 150,927 109,146 

Cash and cash equivalents at the end of the year 108,890,214 172,761,208 95,128 144,947 

2004 2003 2004 2003

December 31, 2004 and 2003 

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 “Controlling Company”) and
its subsidiaries (the “Company”), namely, Pacific Pharmaceuticals Co., Ltd., Pacific Industries, Inc., AMOS Professional Corp., Etude
Corporation, Pacific Europe S.A. and AMOREPACIFIC Cosmetics (USA), Inc. as of December 31, 2004.

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, ferments and others. 

In 1973, the Controlling Company listed its shares in the Korea Stock Exchange.

On March 12, 1993, it changed its name from Pacific Chemical Co., Ltd. to AMOREPACIFIC Corporation.

The Company is authorized to issue 36 million shares with a par value of KRW5,000 per share. As of December 31, 2004, the total shares
issued and outstanding include 8,500,800 common shares and 1,700,160 preferred shares; and total capital stock amounts to KRW51.005
billion, including KRW8.501 billion of preferred stock. 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, 2004, the Controlling Company has factories in Suwon, Deajon, Gimcheon and Jincheon, and also has 5 domestic
regional sales branches together with 10 overseas subsidiaries.



2004 ANNUAL REPORT 35

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Subsidiaries and Equity-Method Investees 
Consolidated subsidiaries and equity-method investees as of December 31, 2004 and 2003 are as follows: 

Shareholders’ Ownership Number Fiscal 

Company Major business Equity (%) of  Shares year- Location

2004 2004 2003 2004 end

Consolidated Subsidiaries

Pacific Pharmaceuticals Co., Ltd. Manufacturing and marketing of medicine 11,644,735 58.01 54.90 1,223,393 Dec. 31 Korea

Pacific Industries, Inc. Manufacturing of glass containers 37,000,000 65.66 65.66 4,756,920 Dec. 31 Korea

AMOS Professional Corp. Marketing of hair care products 3,500,000 100.00 100.00 700,000 Dec. 31 Korea

Etude Corporation Manufacturing and marketing of color cosmetics 1,455,000 78.91 (*1) 78.91 114,820 Dec. 31 Korea

Pacific Europe S.A. Manufacturing and marketing of cosmetics 56,944,146 99.08 (*2) 98.87 44,125,936 Dec. 31 France

AMOREPACIFIC Cosmetics (USA), Inc. Marketing of cosmetics 18,648,867 100.00 100.00 14,900,000 Dec. 31 U.S.A

129,192,748

Subsidiaries not included in consolidation

Pacific Metals Co., Ltd. (*3) Manufacturing of industrial magnets 15,000,000 33.05 57.92 991,392 Dec. 31 Korea

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

advertising materials 3,000,000 30.00 49.90 180,000 Dec. 31 Korea

Parfums eSpoir Corp. (*5) Marketing of cosmetics 1,500,000 71.33 71.33 214,000 Dec. 31 Korea

Pacific Japan Co., Ltd. (*5) Marketing of raw materials of cosmetics 353,736 100.00 100.00 76,200,000 Dec. 31 Japan

Taiwan AMORE Co., Ltd. (*5) Marketing of cosmetics 262,784 50.00 50.00 10,000,000 Dec. 31 Taiwan

AMOREPACIFIC Cosmetics

(Shenyang) Co., Ltd. (*5) Manufacturing and marketing of cosmetics 2,217,884 100.00 100.00 2,500,000 Dec. 31 China

AMOREPACIFIC Cosmetics

(Shanghai) Co., Ltd. (*5) Manufacturing and marketing of cosmetics 12,744,484 100.00 100.00 10,500,000 Dec. 31 China

Laneige (Hongkong) Co., Ltd. Marketing of cosmetics 4,066,667 30.00 30.00 26,786 Dec. 31 China

AMOREPACIFIC Taiwan Co., Ltd. (*5) Marketing of cosmetics 1,796,249 100.00 100.00 1,538,353 Dec. 31 Taiwan

Laneige Singapore Pte., Ltd. (*5) Marketing of cosmetics 1,326,994 100.00 50.00 1,902,500 Dec. 31 Singapore

PT. Laneige Indonesia Pacific (*5) Marketing of cosmetics 574,400 30.00 - 150,000 Dec. 31 Indonesia

42,843,198

(*1) 5.60 percentage of ownership held by Pacific Pharmaceuticals Co., Ltd. is included.

(*2) 0.43 percentage of ownership held by AMOREPACIFIC Cosmetics (USA), Inc. is included.

(*3) Since the Controlling Company and its subsidiaries have sold some of their equities of Pacific Metals Co., Ltd., Pacific Metals Co., Ltd. is excluded from

consolidation for the year ended December 31, 2004.

(*4) Since the Company is not the majority shareholder of BBDO Korea Inc., it is excluded from consolidation.

(*5) Since the total assets of each investee are less than KRW7 billion, these companies are excluded from consolidation.

Thousands of Korean won

Notes to Consolidated Financial Statements
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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 as of December 31, 2004 and 2003 consist of the following:

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

AMOREPACIFIC Corporation 1,193,973,316 945,971,377 1,105,291,515 149,932,776

Pacific Pharmaceuticals Co., Ltd. 68,879,681 42,492,971 92,134,158 6,342,748

Pacific Industries, Inc. 207,510,480 151,749,461 30,841,271 (2,950,070)

AMOS Professional Corp. 19,829,156 17,186,329 16,999,498 1,764,536

Etude Corporation 23,223,373 13,282,585 28,795,399 (1,549,230)

Pacific Europe S.A. 108,376,602 50,013,660 53,893,116 (5,385,110)

AMOREPACIFIC Cosmetics (USA), Inc. 10,176,421 9,814,954 9,209,073 (2,530,130)

2004 1,631,969,029 1,230,511,337 1,337,164,030 145,625,520

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

2004 2003

Trade accounts receivable 130,525,290 142,867,272

Less: Allowance for doubtful accounts (2,230,017) (2,874,125)

128,295,273 139,993,147

Other accounts receivable 12,023,002 14,570,440

Less: Allowance for doubtful accounts (228,728) (7,721)

11,794,274 14,562,719

Thousands of Korean won

Thousands of Korean won
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3 INVENTORIES

Inventories as of December 31, 2004 and 2003 consist of the following:

2004 2003

Merchandise 16,971,087 19,216,546

Finished products 44,683,884 57,742,148

Work-in-process 10,640,138 15,747,192

Raw materials and supplies 27,920,816 32,315,642

Materials in transit 4,092,051 4,021,574

104,307,976 129,043,102

Thousands of Korean won

4 PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment as of December 31, 2004 and 2003 consist of the following:

As of December 31, 2004, a certain portion of the Company's property, plant and equipment is pledged as collateral for the long-term and
short-term borrowings from various banks, including Korea Development Bank up to a maximum of KRW9.550 billion.

The value of land on the posted prices issued by the Korean Tax authority for tax purposes amounted to KRW308.409 billion and
KRW272.777 billion as of December 31, 2004 and 2003, respectively.

As of December 31, 2004 and 2003, inventories, property and plant and equipment, except for land, are insured against fire and other
casualty losses up to KRW549.427 billion and KRW606.612 billion, respectively.

2004 2003

Buildings 216,559,465 203,297,215

Structures 20,862,700 24,283,150

Machinery and equipment 102,932,666 123,067,898

Vehicles 2,345,750 2,975,721

Tools and fixtures 218,233,184 190,927,663

560,933,795 544,551,647

Less: Accumulated depreciation (284,014,918) (290,032,812)

276,918,847 254,518,835

Land 218,677,045 229,276,625

Construction in progress 4,724,063 4,537,562

Machinery in transit 1,759,805 288,984

502,079,760 488,622,006

Thousands of Korean won
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5 INVESTMENT SECURITIES

Investment securities as of December 31, 2004 and 2003 consist of the following:

Equity securities as of December 31, 2004 and 2003 consist of the following: 

2004 2003

Equity securities 45,292,972 31,402,203 

Held-to-maturity securities 1,822,511 1,751,140 

Other investments 9,961,651 1,169,524 

57,077,134 34,322,867 

Thousands of Korean won

Ownership Acquisition Cost Book Value Fair Value or 
(%) Net Asset Value (*)

2004 2004 2003 2004 2003 2004
Available-for-sale securities
Non-marketable securities
The Korea Economic Daily 0.08 74,593 74,593 26,120 33,242 26,120
KGI Security (Korea) Co., Ltd. 2.18 3,450,565 3,450,565 3,253,852 3,202,646 3,239,858
Onssetel Co., Ltd. 0.08 223,312 223,312 36 - 72
Virtual MD Co., Ltd. 5.00 500,000 500,000 - 12,684 -
BIOVigen, Inc. 4.94 1,201,200 1,201,200 14,781 37,850 14,781
Entopharm Co., Ltd. 2.88 540,000 540,000 26,444 39,885 26,444
Medy-tox, Inc. 5.08 400,000 400,000 194,585 189,993 132,367
Jang Won Industry Co., Ltd. 1.80 3,002,771 3,002,771 3,002,771 3,002,771 3,002,771
Others 903,025 812,824 618,597 648,546 717,687

10,295,466 10,205,265 7,137,186 7,167,617 7,160,100
Investments using the equity method (**)
Pacific Metal Co., Ltd. (***) 33.05 5,232,551 - 16,613,864 - 16,797,920
BBDO Korea Inc. 30.00 949,376 1,579,129 4,520,717 6,869,810 4,520,717
Parfums eSpoir Corp. 71.33 1,070,000 1,070,000 972,421 1,370,844 972,421
Pacific Japan Co., Ltd. 100.00 353,736 353,736 1,238,854 1,319,399 1,238,854
Taiwan Amore Co., Ltd. 50.00 131,392 131,392 1,396,990 1,315,202 1,396,990
AMOREPACIFIC Cosmetics (Shenyang) Co., Ltd. 100.00 2,217,884 2,217,884 5,915,467 5,734,712  5,915,467
AMOREPACIFIC Cosmetic (Shanghai) Co., Ltd. 100.00 12,744,484 8,742,724 4,918,740 5,197,017 4,918,740
Laneige (Hongkong) Co., Ltd. 30.00 1,220,000 1,220,000 1,315,422 1,119,636 925,508
AMOREPACIFIC Taiwan Co., Ltd. 100.00 1,796,249 1,220,647 433,174 1,175,441 433,174
Laneige Singapore Pte., Ltd. 100.00 1,301,352 132,525 657,817 132,525 657,817
PT. Laneige Indonesia Pacific 30.00 172,320 - 172,320 - -

30,326,744 16,668,037 38,155,786 24,234,586 37,777,608
37,484,810 26,873,302 45,292,972 31,402,203 44,937,708

Thousands of Korean won

(*) Net asset value was calculated based on recent available financial statements of the investees.

(**) The equity method of accounting is applied based on the affiliates’ most recent financial information, some of which have not been audited or reviewed.

(***) Pacific Metals Co., Ltd. is excluded from consolidated subsidiaries and reclassified as equity method investees for the year ended December 31, 2004.
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Investments in equity method investees are valued by the Controlling Company’s percentage of ownership on the date of the consolidated
financial statement. The equity method valuation as of December 31, 2004 and 2003 consist of the following:

Book value Acquisition Dividends Gain(Loss) Increase Book value 

as of  (Disposal) on Valuation (Decrease) as of 

December in Capital December

31, 2003 Adjustment 31, 2004

Pacific Metal Co., Ltd. (*) 16,254,128 (47,244) (747,033) 1,181,191 (27,178) 16,613,864

BBDO Korea Inc. 6,869,809 (2,739,663) (1,946,100) 2,336,671 - 4,520,717

Parfums eSpoir Corp. 1,370,844 - - (398,423) - 972,421

Pacific Japan Co., Ltd. 1,319,399 - - 32,523 (113,068) 1,238,854

Taiwan Amore Co., Ltd. 1,315,202 - (170,883) 443,167 (190,496) 1,396,990

AMOREPACIFIC Cosmetics (Shenyang) Co., Ltd. 5,734,712 - - 1,128,582 (947,827) 5,915,467

AMOREPACIFIC Cosmetics (Shanghai) Co., Ltd. 5,197,017 4,001,759 - (3,575,687) (704,349) 4,918,740

Laneige (Hongkong) Co., Ltd. 1,119,636 - - 311,067 (115,281) 1,315,422

AMOREPACIFIC Taiwan Co., Ltd. 1,175,441 575,602 - (1,284,091) (33,778) 433,174

Laneige Singapore Pte., Ltd. 132,525 1,168,826 - (410,569) (232,965) 657,817

PT. Laneige Indonesia Pacific - 172,320 - - - 172,320

2004 40,488,713 3,131,600 (2,864,016) (235,569) (2,364,942) 38,155,786

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

Thousands of Korean won

(*) Pacific Metals Co., Ltd. is excluded from consolidated subsidiaries and reclassified as equity method investees for the year ended December 31, 2004.
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6 ACCRUED SEVERANCE BENEFITS

Changes in accrued severance benefits for the years ended December 31, 2004 and 2003 consist of the following:

7 COMMITMENTS AND CONTINGENCIES

The Controlling Company has bank overdraft agreements with several banks amounting to KRW27.740 billion as of December 31, 2004. As
of December 31, 2004, the Controlling Company also has agreements with various banks to discount notes receivable up to a maximum of
KRW9 billion. Also, the Controlling Company opened a letter of credit amounting US$10 million with several banks.

As of December 31, 2004, the Controlling Company is contingently liable for outstanding loan guarantees for consolidated subsidiaries (see
Note 9). In addition, the outstanding balance of guarantees provided for the Controlling Company’s non-consolidated affiliated companies is
KRW15.400 billion.

As of December 31, 2004, in the ordinary course of business, the Controlling Company has provided a number of checks and promissory
notes as collateral for financing and others.

Since 1998, Pacific Pharmaceuticals Co., Ltd., a consolidated subsidiary, has an agreement with Cheil Jedang Corporation to purchase the SS
cream product. It also has an agreement with Novartis Korea Limited since March 1, 1999 to purchase the Lamisil product.

2004 2003

Balance at the beginning of the year 103,076,155 106,071,908 

Provision 14,240,759 29,167,055 

Payments of severance benefits (21,557,016) (32,162,808)

95,759,898 103,076,155 

Deposits with the National Pension Fund (2,363,288) (3,194,252)

Severance insurance deposits (75,699,880) (59,222,651)

17,696,730 40,659,252 

Thousands of Korean won
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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, with the ratification of the Company’s
majority 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, with the ratification of the Company’s majority 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.

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, 2004 and 2003, the Company retained 46,500 shares (book value of KRW11.575 billion, KRW2.640 billion for treasury
stock and KRW8.935 billion for investment securities) and 63,600 shares (book value of KRW10.729 billion for treasury stock) 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 certificates are recorded as loss on disposal of treasury stock. In addition, as of
December 31, 2004 and 2003, the Company retained 254,750 shares (book value of KRW31.534 billion) and 219,900 shares (book value of
KRW25.226 billion) of treasury stock in the specified money trust.
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9 INTERCOMPANY TRANSACTIONS AND ACCOUNT BALANCES 

For the years ended December 31, 2004 and 2003, significant intercompany transactions, which have been eliminated in the accompanying
consolidated financial statements, are summarized as follows:

As of December 31, 2004 and 2003, the outstanding balances of guarantees that the Controlling Company provided to a consolidated
subsidiary follows (see Note 7):

Sales Purchases Receivables Payables

AMOREPACIFIC Corporation 24,136,066 39,868,374 903,626 4,989,252

Pacific Pharmaceuticals Co., Ltd. 13,681,652 1,655,625 782,497 211,826

Pacific Industries, Inc. 17,374,263 250,500 3,612,738 173,250

AMOS Professional Corp. 2,155,183 8,011,086 245,041 1,217,032

Etude Corporation 54,772 12,683,746 24,454 3,325,677

Pacific Europe S.A. 8,782,403 24,327 560,819 643

AMOREPACIFIC Cosmetics (USA), Inc. - 3,690,681 1,253 212,748

2004 66,184,339 66,184,339 10,130,428 10,130,428

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

Thousands of Korean won

Subsidiary 2004 2003 Description

Pacific Europe S.A. 30,075 23,916 Financing

Millions 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, 2004 and
2003 are summarized as follows:

Sales Purchases Receivables Payables

BBDO Korea Inc. 3,549,502 11,962,114 1,590,587 14,124,075

Parfums eSpoir Corp. 56,761 6,340 1,005,565 6,160

Jang Won Industry Co., Ltd. 298 12,072,500 731,568 1,265,658

Taeshin Inpack Corporation - 46,525,800 - 8,545,957

Pacific Engineering & Construction Co., Ltd. - 4,777,066 - -

Pacific Japan Co., Ltd. - 6,886,195 - -

Others 4,830,884 - 1,649,245 -

2004 8,437,445 82,230,015 4,976,965 23,941,850

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

Thousands of Korean won

11 INCOME TAX EXPENSES

Income tax expenses for the years ended December 31, 2004 and 2003 consist of the following:

2004 2003

Current income taxes under the tax law 75,411,561 91,076,020 

Changes in deferred income tax assets and liabilities (9,805,855) 34,187,346 

Changes in deferred income tax assets and liabilities deducted from 

revaluation surplus - (15,748,696)

Others (588,707) -

66,194,413 109,514,670 

Thousands of Korean won

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

2004 2003

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

Changes in deferred income tax assets and liabilities 9,805,855 (34,187,346)

The effect of changes in consolidation scope (2,016,571) -

Ending balance of the tax effect of temporary differences (43,776,144) (51,565,428)

Thousands of Korean won
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The differences between income before income tax expenses and taxable income for tax purpose are as follows:

2004 2003

Income before income tax expenses 217,316,423 329,248,992 

Differences added to income :

Temporary differences 95,103,986 103,620,576 

Permanent differences 24,632,374 13,201,984 

119,736,360 116,822,560 

Differences deducted from income :

Temporary differences 78,522,634 167,238,186 

Permanent differences 3,827,717 11,889,684 

82,350,351 179,127,870 

Taxable income 254,702,432 266,943,682 

Thousands of Korean won

The changes in temporary differences for the years ended December 31, 2004 and 2003 are as follows:

The statutory income tax rate applicable to the Company, including resident tax surcharges, is approximately 29.7%. However, as a result of
tax reconciliation, tax credits and other items, the effective tax rate of the Company is 30.5% and 33.3%, for the years ended December 31,
2004 and 2003, respectively.

Beginning Increase Decrease Effect of Ending

Balance Changes in Balance

Consolidation Scope

Reserve for technical development (66,233,333) (17,780,100) (17,350,233) (63,700) (66,726,900)

Reserve for loss (51,546,000) - 96,711 193,422 (51,449,289)

Reserve for investment (2,621,704) - - 131,704 (2,490,000)

Allowance for doubtful account 3,001,727 1,290,388 874,109 (2,191,940) 1,226,066

Allowance for expected sales return 18,064,699 15,260,188 15,991,578 (2,073,121) 15,260,188

Allowance for land (13,571,448) - (13,571,448) - -

Accrued severance benefits 18,394,800 17,516,100 33,645,301 (2,074,791) 190,808

Investment securities (100,884,748) 6,773,004 (4,811,341) 255,381 (89,045,022)

Foreign currency transaction adjustment debit 87,892 - - (87,892) -

Others 12,835,004 5,870,793 (601,736) (1,064,389) 18,243,144

2004 (182,473,111) 28,930,373 14,272,941 (6,975,326) (174,791,005)

2003 (58,512,062) (136,041,067) (14,322,962) - (182,473,111)

Thousands of Korean won
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There are no outstanding convertible bonds or other dilutive securities as of December 31, 2004 and 2003. Accordingly, basic earnings per
share and ordinary income per share are identical to fully diluted earnings per share and ordinary income per share.

12 EARNINGS PER SHARE

Basic ordinary income per share and basic earnings per share for the years ended December 31, 2004 and 2003 are calculated as follows: 

2004 2003

Weighted average number of shares of outstanding common stock (*) 8,187,389 shares 8,217,800 shares

Ordinary income 216,019,687,205 298,012,350,216

Preferred stock dividends 4,165,392,000 3,995,376,000

Income tax effects 66,194,412,837 109,514,670,075

Ordinary income available for common stock 145,659,882,368 184,502,304,141 

Basic ordinary income per share 17,791 22,452

Net income available for common stock 145,659,882,368 184,502,304,141

Basic earnings per share 17,791 22,452

Korean won

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

13 DIVIDENDS

The dividend, dividend yield ratio and dividend payout ratio of AMOREPACIFIC Corporation for the years ended December 31, 2004 and
2003 are calculated as follows: 

Dividend

2004 2003

Common shares Preferred shares Common shares Preferred shares

Shares issued 8,199,550 shares 1,700,160 shares 8,217,300 shares 1,700,160 shares

Dividend per share (ratio) 2,400 (48%) 2,450 (49%) 2,300 (46%) 2,350 (47%)

Dividend amount 19,678,920,000 4,165,392,000 18,899,790,000 3,995,376,000

Korean won
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Dividend Yield Ratio 

2004 2003

Common shares Preferred shares Common shares Preferred shares

Dividend per share 2,400 2,450 2,300 2,350

Market value at the end of the year 259,500 108,000 187,500 70,300

Dividend yield ratio 0.92% 2.27% 1.23% 3.34%

Korean won

Dividend Payout Ratio 

2004 2003

Dividend 23,884,312,000 22,895,166,000

Net income 149,932,776,025 186,715,278,125

Dividend payout ratio 15.93% 12.26%

Korean won

2004 2003

Facilities for rehabilitants 380,548 1,107,384

Contribution to educational institutions 25,000 339,000

Others 1,180,429 1,097,355

Total 1,585,977 2,543,739

Thousands of Korean won

14 CONTRIBUTIONS TO SOCIETY

The contributions to society made by AMOREPACIFIC Corporation for the years ended December 31, 2004 and 2003 are as follows:

AMOREPACIFIC Corporation provides loans to employees for rent or housing as well as subsidies for the education expenses of employees’
children
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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 environmental conditions. As a result, the AMOREPACIFIC Corporation received the ISO 14001
certificate.

The expenditures for environmental improvement of AMOREPACIFIC Corporation amounted to KRW2.099 billion and KRW1.942 billion for
the years ended December 31, 2004 and 2003, respectively.

16 TRAINING AND RECRUITING EXPENSES

The expenses of AMOREPACIFIC Corporation for training and recruiting employees amounted to KRW4.880 billion and KRW4.171 billion for
the years ended December 31, 2004 and 2003, respectively.

17 SEGMENT INFORMATION

Financial information on industry segments for the years ended December 31, 2004 and 2003 is as follows:

Manufacturing and Others Consolidating Adjustment Total

marketing of cosmetics

2004 2003 2004 2003 2004 2003 2004 2003

Sales 1,139,586 1,165,678 197,578 262,676 (65,449) (91,390) 1,271,715 1,336,964 

Inter-segment sales (34,395) (39,514) (31,054) (51,876) 65,449 91,390 - -

Sales, net 1,105,191 1,126,164 166,524 210,800 - - 1,271,715 1,336,964 

Operating income 179,938 185,714 16,989 23,794 276 2,240 197,203 211,748 

Total assets 1,350,893 1,047,861 276,390 534,027 (220,640) (256,607) 1,406,643 1,325,281 

Millions of Korean won
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18 GEOGRAPHICAL SEGMENT INFORMATION

The sales by geographical segment for the years ended December 31, 2004 and 2003 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, 2003 have been reclassified to conform to the 2004
financial statement presentation. These reclassifications had no effect on previously reported net income or shareholders' 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 converted into U.S. dollars at a
rate of KRW1,191.89 per US$1.00 and KRW1,144.67 per US$1.00, the average exchange rates for 2003 and 2004, respectively. 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 these rates.

21 DISPOSAL OF BIOCHEMISTRY DIVISION

Pursuant to the resolution by the board of directors on February 9, 2004, the Controlling Company disposed its Biochemistry Division to
Bioland Corporation at KRW9.890 billion on April 20, 2004.

Korea Others Consolidating Total

2004 2003 Adjustment

Domestic Export Domestic Export 2004 2003 2004 2003 2004 2003

Sales 1,242,476 31,586 1,307,764 58,908 63,102 61,682 (65,449) (91,390) 1,271,715 1,336,964

Inter-segment sales (56,667) (82,233) (8,782) (9,157) 65,449 91,389 - -

Sales, net 1,217,395 1,284,439 54,320 52,525 - - 1,271,715 1,336,964 

Operating income 205,896 215,154 (8,969) (5,646) 276 2,240 197,203 211,748 

Total assets 1,508,729 1,489,767 118,554 92,121 (220,640) (256,607) 1,406,643 1,325,281 

Millions of Korean won



Overseas Network

Pacific Europe S.A.
1, Avenue Nicolas Conte, Zac Le Jardin D'Entreprises, 28000 Chartres, France
TEL: 33-2.37.88.73.73     FAX: 33-2.37.88.73.03

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,  Shenyang Economic & Technological Development  Zone, 
Shenyang, China
TEL: 86-24-2581-4464     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: 1-201-503-0600  /  1-323-737-3333(LA Br.)
FAX: 1-201-503-0686  /  1-323-737-2022(LA Br.)

AMOREPACIFIC Japan Co., Ltd.  /  Pacific Japan Co., Ltd.
9F Shiroyama JT Trust Tower, 4-3-1 Toranomon Minato-Ku, Tokyo, Japan 105-6009
TEL: 81-3-5776-2700  /  81-3-3431-6641                                     
FAX: 81-3-5776-2710  /  81-3-3431-6650

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

Laneige Singapore Pte., Ltd.
541 Orchard Road #19-04, Liat Tower, Singapore 238881
TEL: 65-6737-4988     FAX: 65-6737-3778



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

www.amorepacific.co.kr




