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AMOREPACIFIC,
the Asian Beauty Creator

Since our establishment in 1945, AMOREPACIFIC has been a 
pioneer in the Korean cosmetics industry by providing innovative 
products and services through various channels. Today, our 
understanding of what customers look for in the area of beauty 
and health, innovative technology, and channel leadership 
cumulated throughout our 61 years of history are the keys to 
achieving sustainable growth and global brand awareness.

AMOREPACIFIC will contribute to the enrichment of the Asian 
community as the Asian Beauty Creator, a pioneer setting new 
standards for Asian beauty. Hoping to share the quintessence 
of Asian beauty aesthetics with more people in the world, 
AMOREPACIFIC will pave the way to become a global total care 
provider of beauty and health.

Vision
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Graphic Motif

The graphic motif, inspired by camellia flowers and 

green tea leaves, embodies AMOREPACIFIC’s history, the 

Company’s presence, and the future promise as the  

‘Asian Beauty Creator.’
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The name AMOREPACIFIC used throughout this annual report is a combined term for all companies under 

PACIFIC Corporation including AMOREPACIFIC Corporation. 

The figures in the �006 annual report reflect AMOREPACIFIC’s operations for the entire fiscal year from 

January 1 to December �1, �006, and assume no demerger.
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Kyung-Bae Suh,
President and CEO AMOREPACIFIC

Dear Shareholders and Customers:

On behalf of AMOREPACIFIC, I extend my heartfelt gratitude for your continued support.

�006 was a difficult year with stagnant customer demand and the polarizing income trend, 

accompanied by an unstable economy at home and abroad. Despite such unfavorable 

environment, AMOREPACIFIC has forged growth drivers through innovation. As a result, sales 

rose by 1�.�% to KRW 1,5�0 billion and operating profit by 4.1% to KRW ��8 billion, retaining 

leading position in Korea.

AMOREPACIFIC enhanced its dominant leadership in the Korean cosmetics market by pursuing  

balanced growth between prestige and mass, in order to proactively cope with the bipolarizing 

customer trend.

Sales of prestige products showed continuous growth in the door-to-door and department 

stores channels. Sulwhasoo and Hera, with their innovative product lines and superb 

counseling services, were the major contributors.

As for the mass products, sales were strong at Hue Place, The Etude House, and Innisfree Herb 

Station, stabilizing amid the rapidly changing business environment. IOPE and Mamonde, with 

their high product quality and reasonable prices, satisfied the needs of customers looking for 

value consumption.

The personal care business also saw profitability rise despite the toughening competition among 

many domestic and international brands. The enhanced brand power and the launching of new 

value-added products of Mise en Scene and Happy Bath contributed to the profitable growth.

Today, with the vision of becoming the Asian Beauty Creator to redefine and share Asian 

beauty with the world, AMOREPACIFIC continues progress into the global market with focus 

on China, France, and the United States.

In China, Laneige and Mamonde accelerated their sales in department stores and specialty 

stores. In France, Lolita Lempicka solidified its foothold as a global brand with the successful 

rollout of its second line, L de Lolita Lempicka.

In June �006, AMOREPACIFIC transformed into a holding company structure to improve 

transparency in corporate governance, to better concentrate the corporate resources on our 

core businesses and minimize business risks by decentralized management, thus maximizing 

shareholder’s value.

Competition between Korean and foreign peers is expected to intensify in �007. To stay ahead 

in the industry-wide race, AMOREPACIFIC is accelerating customer-centered innovation, 

revamping global capabilities, and identifying new growth opportunities to become the world-

renowned ‘Asian Beauty Creator.’ Additionally, AMOREPACIFIC pledges to fulfill the duties of a 

responsible corporate citizen to win the love and respect of the customers and society.

I look forward to your unwavering trust and support as AMOREPACIFIC reachs new heights in 

all aspects of its operations. Thank you. 

CEO Message
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In the door-to-door channel, there are over ��,000 beauty counselors who are all 

invaluable corporate assets, connecting AMOREPACIFIC to the customers. To further 

enhance their services, AMOREPACIFIC is steadily reforming the door-to-door sales 

method while upgrading service education programs.

Mass Cosmetics Business
Broadening the Range of Customers by Reflecting Diverse Lifestyles

Mostly sold through the brand shops, specialty stores, hypermarkets, home shopping 

channels, and online, AMOREPACIFIC’s various brands gained much favorable responses 

from a wide range of customers.

In �006, the cosmeceutical-based IOPE’s ‘Retinol TX’ and ‘Magic Effecter’ received 

raves from customers seeking high-performance affordable luxuries. Mamonde’s ‘Total 

Solution’ and ‘Powder Pact’ emphasizing rational values, Innisfree’s ‘Olive Real Skin’, 

and Etude’s ‘Mascara Fixer’ reflecting the tastes of young trendy customers contributed 

to a remarkable growth in sales.

The Hue Place took a firm root in the mass channel by offering various brands with 

counseling services, while The Etude House and Innisfree Herb Station continuously 

drew attention from the younger generation. As for sales in hypermarkets and online, 

the Company promoted direct relationship with the retailers and the B�C sales to 

enhance visibility and transparency in distribution for firm growth.

Personal Care & Green Tea Business
Integrating Businesses for Win-win Synergy Effects

In �006, personal care and green tea strengthened its brands through new value-

added rollouts. Meanwhile, the green tea division was merged into the personal care 

division to form MassBeauty & Sulloc, an effort to leverage mid-to-long term synergy 

and operational efficiency.

Happy Bath’s ‘Spa’ line, Mise en Scene’s ‘Pearl Shining Hair Serum’, and other new 

value-added rollouts, blending emotion with function, contributed to building stronger 

brand equity. As for the green tea products, the Company focused on promoting the 

premium image and tea culture through Sulloc-cha and o’sulloc Tea House.

AMOREPACIFIC continues to take the lead in the Korean beauty and health industry with firm 

channel leadership and strong brands, satisfying the customers’ diversified needs in the prestige and 

mass markets.

Satisfying the Needs

of Customers

Before They Ask 

Domestic Operations

Prestige Cosmetics Business
Strengthening Presence in the Prestige Market with Superb Quality and Service

Backed by the strong brand power of Sulwhasoo and Hera, sales of prestige products in 

the door-to-door and department store channels maintained a dominant position, with 

beauty counselors providing personalized one-on-one customer services imparting the 

specific value of each product.

In �006, Sulwhasoo’s ‘First Care Serum’, Hera’s ‘Kathano Cream’ and ‘Rouge Skin Veil’, 

V=B Program’s ‘Ja-Eum-Bo’, and many other high-performance prestige products drew 

enthusiastic customer endorsement.
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In France, the Company has broadened its business sphere with Lolita Lempicka. As one 

of the leading fragrance brands in France, the Lolita Lempicka lines are being offered 

in over 90 countries globally. In �006, L de Lolita Lempicka was launched, gaining 

much attention from customers worldwide.

In the United States, AMOREPACIFIC is striving to earn recognition as a luxury brand 

through Bergdorf Goodman, Neiman Marcus, and its flagship store ‘AMOREPACIFIC 

Beauty Gallery & Spa’ in Soho, New York. The AMOREPACIFIC brand entered the 

Japanese market in the summer of �006, opening counters at Isetan Department Store 

in Tokyo and Hankyu Department Store in Osaka.

Overseas expansion is the vital engine to drive the Company’s future growth. AMOREPACIFIC is 

gearing up business activities in China, France, and the United States, moving forward to become a 

global cosmetics company.

Overseas Operations

Driving the Growth

Engine toward Becoming

a Global Company

In China, Laneige is recognized as one of the leading Asian cosmetics brands, 

bolstered by aggressive customer relations management and productive counselors at 

the department stores, while Mamonde is strengthening its foothold to stand out in 

the specialty channel.
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The United States  The AMOREPACFIC is the culmination of our ongoing efforts to help 

women from all walks of life realize the beauty all of their own. 

AMOREPACIFIC hopes to share its value all across the United States and 

eventually the world.

France  L de Lolita Lempicka reflects a new femininity by adding a noble image 

to Lolita Lempicka, and will assist in building a stronger platform in the 

fragrance market. The name ‘L’ is the initial of Lolita Lempicka, and also 

stands for all women (Elle) in French.

China  AMOREPACIFIC first entered the Chinese market in 199� and has also 

gained a foothold towards growing into a global brand, advancing into 

such department stores in Singapore, Taiwan and Indonesia following its 

success in China and Hong Kong.



Brands

Hitting Worldwide

Shelves with

Signature Brands 

Today’s customers crave an ever-broader selection of products. They are more receptive 

to a one-of-a-kind brand that can properly represent who they are. To satisfy these 

discerning customers, AMOREPACIFIC has introduced various brands with offerings from 

prestige to mass products, diversified by functional property and individual lifestyle. 

Consequently, all AMOREPACIFIC’s brands have seen record-high awareness levels in 

Korea while gaining recognition from all across the world. 
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The Sensual Beauty Brand

www.hera.co.kr

Hera celebrates women’s unabashed sensual ity in a 

sophisticated fashion. In �006, Hera’s skincare products were 

all renewed. By repositioning their quality and package designs, 

especially for ‘Kathano Cream’ and ‘Mascara Auto Magic,’ Hera 

satisfies the needs of customers looking for premium products 

of an iconic cosmetic brand.

The Korean Herbal Cosmetics

www.sulwhasoo.com

Sulwhasoo holds a rich herbal heritage of the past and the 

latest cosmetology of today. Having the excellent renewing 

power of Korean herbal ingredients, conceptual designs 

implying traditional Korean aesthetics, and cosmetology 

maximizing skin’s repair response, this brand retains a 

leadership in the Korean market.

www.amorepacific.com

AMOREPACIFIC draws on traditional concepts of Asian beauty 

culture in which botanical ingredients are believed to hold the 

key to the protection, preservation, and beauty of the skin. 

With indigenous herbal ingredients employing cutting-edge 

technology, its luxury skincare products are debuting in high-

end department stores in Korea as well as in the United States 

and Japan.

A Global Brand Blending Oriental  
and Modern Beauty
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The Brand Dedicated to Solution
for Skin Troubles

www.iope.co.kr

IOPE is focused on ‘cosmeceutical’ solutions. The ‘Retinol TX’ line 

and ‘Magic Effecter’ line are steady seller representatives with 

their high Performance in anti-aging and whitening effects.

A Pure, Stylish Beauty 
with Vitality

www.laneige.com

Laneige is designed to give flair to those leading energetic lives. 

It enjoys growing popularity in China and other neighboring 

countries. In �006, intensive publicity activities were carried 

out to empower the Laneige identity and value as a premium 

brand through repositioning its skincare and makeup lines.

www.lolitalempicka.com

Lolita Lempicka is an intensely seductive fragrance packaged in 

a purple-tinted transparent bottle. Released first in France in 

1997, the Lolita Lempicka fragrance lines are now sold in over 

90 countries. In �006, the all-new L de Lolita Lempicka was 

launched to imbue women with an alluring exotic scent.

A Modern 
Romantic Fragrance

Global BrandsAMOREPACIFIC
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The Brand that Makes Every Young Woman 

the Princess of Their Own Story

www.etude.co.kr / www.etudehouse.co.kr

Etude is strategically focused on reasonable prices, chic 

designs, and iridescent colors for young shoppers looking for 

a personal style. In The Etude House, the Etude brand shop, 

the interior décor is designed to make every woman feel like a 

fairytale princess.

The Premium Green Tea

www.sulloc.co.kr

Sulloc-cha has popularized green tea to a wide range of people 

by offering various tea types, tastes and applications from dried 

tea leaves to tea bags and powders. With the exclusive use of 

green tea leaves grown in AMOREPACIFIC’s tea plantations, 

Sulloc-cha has won the trust of customers and the name has 

been a synonym for green tea in Korea.

Nature's Flower-Blossoming Energy 

for Soft Feminine Beauty

www.mamonde.co.kr

Mamonde contains floral extracts that soften and replenish dry 

skin by preventing moisture loss, so that the skin shimmers with 

natural beauty. With its series of steady sellers, including ‘Total 

Solution’ and ‘Powder Pact,’ Mamonde is winning a growing 

number of customers in Korea and China.

A Natural Green Life

www.innisfree.co.kr / herbstation.innisfree.co.kr

Containing botanical extracts of herbs, the Innisfree line of 

products soothes skin fatigue due to environmental irritants 

and daily stress. Innisfree Herb Station, the Innisfree brand 

shop, is all about providing a wholesome life in a naturalistic 

ambience for physical and psychological rest.



AMOREPACIFIC emphasizes on delivering new joys and surprises in ways to win the trust and support 

of customers. To achieve this, AMOREPACIFIC is taking visionary steps, building an active and horizontal 

corporate culture to turn its imagination into reality. 

Creating Value through Innovation
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Innovation in Design
Delightful Designs Ushering in the Brighter Future

AMOREPACIFIC carries out unique design strategies that can articulate the new concept 

of each brand and maximize product properties. The design network AMOREPACIFIC 

established by linking internationally renowned design houses also gives birth to 

innovative products that will present unexpected delights to the customers.

 

Laneige Sliding Pact  Introducing Laneige’s ‘Sliding Pact’, a micro-fine powder makeup 

with a sliding type of cell phone in its container design, Laneige 

assures customers of its trend setting image once again.

Hera Mascara Auto Magic  Hera’s ‘Mascara Auto Magic’ features an electronically rotating 

rubber brush, making it easy to use while adding volume to 

eyelashes without any clumping.

Hera Kathano Cream  Unlike conventional round jars or tubes, Hera’s ‘Kathano Cream’ 

comes in a flat square container. A spatula is included in the 

container to keep the cream fresh and last as long as possible.

Communication with Customers
Customers’ Voice is Integral in Management

At AMOREPACIFIC, listening to what customers want and devotion to meeting 

their needs are the core values that are deeply imprinted in the Company’s heart. 

AMOREPACIFIC has built and maintained a structured communication platform like 

the ‘Customers Monitoring Circle’ formed by opinion leaders much interested in beauty 

and health issues, and the ‘Prosumer Community’ for each brands, to quickly grasp and 

systematically deal with the customers’ latest needs and ideas. The customers’ valuable 

input is reflected in all processes including product development, product innovation 

and service improvement.
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Six Sigma, the Innovation Discipline
Changes Start by Opening our Minds to the World

With customer-centered minds, always receptive to the new needs of customers and 

trend changes over time, AMOREPACIFIC practices Six Sigma activities as a company-

wide innovation tool.

At AMOREPACIFIC, Six Sigma was first introduced to R&D activities in �00� and has 

now grown into a full-fledged innovation discipline. More than 50% of employees, 

including those of subsidiaries, are participating in Six Sigma activities. In �006, 

Six Sigma activities directed to cross-functional performance were linked closely to 

corporate strategies to bring out maximum results.

Research & Development
Superb Quality Deriving from Ongoing Research

AMOREPACIFIC is carrying out research activities in wide areas ranging from basic 

to applied science related to beauty and health. With the development of anti-aging 

products applying retinol-stabilizing technology, research on botanical ingredients 

applying traditional Korean herbal medicine to ramp up related products, and other 

in-depth R&D activities, customers around the world attest the Company’s product 

quality today.

To boost research productivity, AMOREPACIFIC welcomes fresh ideas and R&D results 

of outside organizations and promotes collaboration with university and industry 

research organizations at home and abroad. In �006, it established a joint research 

center with the College of Oriental Medicine at Kyung-Hee University, famous for 

Korean herbal medicine research in Korea. Through joint efforts the center will deepen 

studies on such botanical ingredients and cosmetics. As part of overseas research 

projects, the Company is stepping up support for joint study with Chinese medical 

institutions on skin’s natural mechanisms.



• Pink Ribbon Campaign

AMOREPACIFIC supports the Pink Ribbon Campaign to provide accurate information 

about breast cancer and remind women about the importance of preventive periodic 

checkups. Since �001, the Company has held annual Pink Ribbon Marathons in five 

cities including Seoul. All attendance fees are donated to the Korea Breast Cancer 

Foundation for breast cancer prevention and treatment.

• Matching Gift

Through Matching Gift programs, AMOREPACIFIC supports voluntary activities of 

employees and customers. In �006, employees, counselors, and prosumers volunteered 

charitable activities for 100 welfare facilities, where the Company fully covered related 

expenses and gifts.

• The Amore Museum and the o’sulloc Museum

The Amore Museum, established in 1979, is themed on women and tea. The museum 

actively promotes interchanges with many regions through intriguing cultural and 

educational programs. Notably, its special overseas exhibitions held since �004 have 

promoted better understanding of Korean culture to people in the United States, Hong 

Kong, Japan, and other regions. Additionally, the o’sulloc Museum, opened in �001, 

sits near the Company’s green tea garden on Jeju Island. Themed solely on tea, the 

museum has become a must-see tourist spot.

Pink Ribbon Marathon in Seoul  Approximately 10,000 Seoulites participated in the Pink Ribbon 

Marathon held in Seoul last October.

Beautiful People  Beautiful People is a voluntary circle of AMOREPACIFIC’s beauty 

counselors nationwide. The members carry out various charitable 

activities differentiated by region.

The o’sulloc Museum  At the o’sulloc Museum, located near the Company’s Seo-kwang 

Tea Garden, visitors encounter tea-related artifacts and culture in 

a delightful blend of tradition and modernity.

The late founder, Sung-Whan Suh, once said that it is not size but contribution to society that makes 

a company great. Firmly believing that healthful relations between employees, community, and nature 

bring sustainability to a company, AMOREPACIFIC has adhered to sustainable management in line with 

social welfare activities for a healthier and brighter tomorrow for all.

Corporate Social Responsibility (CSR)

Beautiful People, Better Tomorrow
Making the World a Warmer and Happier Place

Amid adverse economic conditions during the 1960s, AMOREPACIFIC helped women’

s employment and their financial independence by implementing door-to-door sales 

along with the beauty counselor system. Continuing this tradition, the establishment of 

AMOREPACIFIC Research & Cultural Foundation in 197� marked the beginning of full-

scale social contribution activities. Under the slogan ‘Beautiful People, Better Tomorrow,’ 

the Company extends its helping hands and shares benefits with those in need through 

various socio-cultural activities, helping make the world a warmer and happier place.

AMOREPACIFIC �� �006 Annual Report��
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• Corporate Governance

The Board of Directors consists of both internal and external members. It is committed 

to taking the utmost responsibility in order to bring maximum results in transparent 

management and corporate value. It decides on important managerial agendas 

through the Audit Committee, the Management Committee, and the Outside Director 

Selection Committee. Decisions by the Board are then sent to the Financial Supervisory 

Service and the Korea Exchange (KRX), and disclosed to the shareholders.

• Accounting Transparency Index

The Company developed accounting transparency index to systematically and accurately 

measure transparency levels in accounting. The indices cover transparency of accounting 

systems, accounting information, management, and management awareness.

• Upgrading the Internal Accounting Control System

AMOREPACIFIC is working to upgrade the internal accounting control system by 

reflecting the Korean Government’s accounting guideline enacted in �005, and linking 

it with the accounting transparency indices. AMOREPACIFIC expects to enhance the 

early warning system against control risks and accounting transparency.

Transparent Management
Practicing Fair and Transparent Management

Transparent management is one of the core values at AMOREPACIFIC. Under transparent and ethical 

management, AMOREPACIFIC strives to be a respected corporate citizen by faithfully fulfilling its sense of 

social responsibilities and obligations.

• Environmental Management System

Starting with the acquisition of the ISO 14001 certificate by the skincare factory in 

Suwon in 1996, all AMOREPACIFIC’s plants acquired the certificate by �000. In �006 

alone, factories in Daejeon, Gimcheon, and Jincheon were recertified to the ISO 14001.

• Development of Eco-Products

AMOREPACIFIC adopts eco-designs to increase the environment friendliness of its 

products. Examples include Hera’s use of eco-friendly coating for product packages, 

and the nature-inspired Innisfree’s use of recycled paper for packaging materials.

• Supply Chain Environmental Management (SCEM)

AMOREPACIFIC’s Supply Chain Environmental Management addresses the preservation 

and sustainable development of the environment in compliance with the toughening 

environmental regulations related to packaging materials. AMOREPACIFIC developed 

the Green Procurement Guide in joint with the cooperating companies, solidifying a 

hazardous substances management system that will increase product safety free of 

hazardous substances.

Environmental Management
Enriching Abundance through Environmental Care

AMOREPACIFIC is highly aware that corporate activities are closely related to the environment. 

Therefore, the Company has put ‘green’ management into practice to minimize environmental impact 

in all levels of its activities concerning people’s health and the environment.
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4 5 6 7 8 9 10 11

first row in the left 1. Kyung-Bae Suh President and Chief Executive Officer

first row in the middle 2. Sang-Woo Lee Executive Vice President, International BU

first row in the right 3. Jeong-Gy Baek Chief Human Resource Officer

Second row from the left 4. Hae-Sun Lee Chief Marketing Officer

 5. Young-So Kwon Executive Vice President, Cosmetics Retail BU

 6. Dong-Hyun Bae Chief Financial Officer

 7. Young-Chul Son Executive Vice President, Cosmetics Counseling BU

 8. Ok-Sub Lee Chief Technology Officer

 9. Jong-Chul Kim Executive Vice President, MassBeauty & Sulloc BU

 10. Woo-Young Lee President and Chief Executive Officer, PACIFICPHARMA Corporation

 11. Sang-Bae Shim Chief Production Officer

Executives at AMOREPACIFIC

The restructuring into holding company reflects AMOREPACIFIC's efforts to enhance transparency in 

corporate governance, strengthen competitiveness of core businesses, increase shareholder’s value, 

and minimize business risks.

The Company was split into a holding company and an operating company as of June 1, �006, its 

shares being divided into PACIFIC Corporation and AMOREPACIFIC Corporation. The two companies 

were re-listed on the Korea Exchange (KRX) on June �9, �006.

Holding Company Structure
AMOREPACIFIC transformed into a holding company structure in June 2006. PACIFIC Corporation became 

a holding company managing six subsidiaries including AMOREPACIFIC Corporation. This transformation 

allowed AMOREPACIFIC Corporation to concentrate on the core beauty and health business.
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January  •  Joins the Cultural Heritage Preservation Program
AMOREPACIFIC has been contributing to the popularization of traditional Korean tea with Sulloc-cha’s green 

tea products. As part of broadening the radius of its cultural programs, the Company signed an agreement 

with the Cultural Heritage Administration to join the Cultural Heritage Preservation Program, which will 

further the contributions in protecting and promoting cultural assets related to tea.

February  •  Donation to UNICEF
AMOREPACIFIC made donations to the Korean Committee for United Nations Children’s Fund (UNICEF) along 

with the CEO's private donation to help promote health of North Korean children and women, as part of 

AMOREPACIFIC’s Matching Gift Program in �006.

April  •  Establishment of the Herbal Medicine Beauty & Health Research Center
The Herbal Medicine Beauty & Health Research Center was established jointly by AMOREPACIFIC and the 

College of Oriental Medicine at Kyung-Hee University. This center will deepen AMOREPACIFIC’s studies of 

traditional herbal medicine.

July  •  CEO Receives the Legion d'Honneur
The Lolita Lempicka fragrance lines AMOREPACIFIC produces in France are sold in over 90 countries, 

invigorating trade between Korea and France. In appreciation of such efforts, the French Government 

presented the CEO, Mr. Kyung-Bae Suh, with the Legion d’Honneur, the highest decoration in France 

awarded to persons of exceptional merit in various fields.

August  •  DuPont’s Silver Goes to Hera Mascara Auto Magic
Hera’s ‘Mascara Auto Magic’ won the Silver Award in the 19th DuPont Awards. This mascara showcases an 

unprecedented rotating rubber brush utilizing electronic motion technology.

October  •  AMOREPACIFIC Receives Medal of Merit from MOHW
AMOREPACIFIC was designated an ‘Excellent Company for Promoting Childbirth and Childcare’ by the 

Ministry of Health and Welfare (MOHW). To cope with an ever-lowering birth rate and an aging society in 

Korea, the MOHW has offered various childbirth and childcare support programs and presented a medal of 

merit to model-case companies faithfully practicing related programs.

November  •  Hera Kathano Cream Wins the iF Award
Hera’s ‘Kathano Cream’, following the Laneige’s ‘Sliding Pact’, received a product design award from the 

International Forum Design (iF Design). The container design, breaking away from the stereotype of round 

containers, is elevating the product’s luxury image.

December  •  AMOREPACIFIC’s Anti-aging Technology Receives the Highest Award
AMOREPACIFIC was recognized for its development of anti-aging cosmetics utilizing the retinol-stabilizing 

technology, and was awarded the Korea Outstanding Technology Prize at the Health Industry Technologies 

Exposition Korea held by the Ministry of Health and Welfare.

�8
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Consolidated Statements of Income* Years ended December �1, �006 and �005

   Thousands of Korean won

   2006 (pro forma) 2005

 Sales 1,530,065,403 1,351,176,615 

 Cost of sales 47�,�70,�1� 4��,804,406 

 Gross profit 1,056,695,191 918,372,209 

 Selling and administrative expenses 8�8,76�,��� 699,445,900 

 Operating income 227,932,959 218,926,309 

 Non-operating income (expenses)

  Interest income, net ��,��7,878  �0,�05,519 

  Gain on valuation of investments using   

     the equity method of accounting 11,�08,8�8 �,416,700 

  Gain (Loss) on disposal of investment, net (�,669,0�4) 41�,474 

  Gain on disposal of property, plant and equipment, net 86,968 11,709,�70 

  Additional payment of prior year income taxes, net (�00,850) 8,417,�85 

  Donations (�,951,�51) (4,115,84�)

  Loss on valuation of investments using 

     the equity method of accounting (5,454,�57) (4,�50,8�0)

  Loss on obsolescence of inventories (1,891,400) (1,�8�,004)

  Others, net 4,15�,�66 (�,001,106)

    �4,610,067 �1,411,675 

 Ordinary income �5�,54�,0�6 �50,��7,984 

 Extraordinary gains - -

 Extraordinary losses - - 

 Income before income tax expenses  �5�,54�,0�6 �50,��7,984 

 Income tax expenses 70,061,944 80,899,5�� 

 Income after income tax expenses 18�,481,08� 169,4�8,461 

 Minority interests in income of

    consolidated subsidiaries, net (�,9�5,67�) (5,8��,191)

 Net income 178,545,410 163,605,270 

 Basic and diluted ordinary income per share

    (in Korean won) ��,678 19,�10 

 Basic and diluted earnings per share

    (in Korean won) ��,678 19,�10 

 *  To ease comparison with the previous year, the pro forma statements include PACIFIC Corporation's consolidated results 

for year �006 and AMOREPACIFIC Corporation's results for period June �006 to December �006, not considering the 

demerger effect.

     Billions of Korean won

   2006 (pro forma) 2005 2004

  Domestic 1,490 1,��4 1,�74

   Cosmetics 1,086 967 919

   Personal care & Green tea �58 �40 ��1

   Others 146 1�7 1�4

  Overseas 11� 81 6�

  Consolidating Adjustment (7�) (64) (65)

  Total 1,530 1,351 1,272

• Overview of Market Trends in 2006

  Despite the prolonged weak consumption, we estimate that the cosmetics market has grown by 4.6% in �006 YoY. Prestige cosmetics, distributed 

mainly through department stores and the door-to-door channels, posted solid growth, driving the polarization of consumer spending. With 

the mass market undergoing restructuring and consolidation during the consumption downturn, companies with competitive brand equity and 

distribution networks have continued to gain market share.

  On the back of the rapid penetration by Korea’s pop-culture into Asia, Korea has transformed itself into an East-Asian trendsetter. Its cosmetics 

companies are leveraging this trend to expand their customer base outside of Korea.

• AMOREPACIFIC’s Performance in 2006

  AMOREPACIFIC succeeded in accelerating its growth through innovation, ensuring its position in the domestic market as well as in the overseas. 

Cosmetics sales amounted to KRW 1,086 billion, up by 1�.�% YoY in the domestic market, and recorded KRW 11� billion, up by �9.5% YoY in the 

overseas. With AMOREPACIFIC’s continued efforts to nurture mega-brands, the brands expanded their domain in terms of category, location, and 

customer base, while the Company strengthened its marketing activities to enhance each brand’s equity. As a result, both the prestige and mass 

cosmetics business enjoyed a double-digit growth amid the bipolarizing market environment. In the overseas, AMOREPACIFIC renewed its sales 

record thanks to the outstanding performance in China and France, up by 67.�% YoY and �5.1% YoY respectively.

  As for the personal care business, it continued steady growth as the Company upgraded its product line with more value-added products. However, 

the green tea business came up against intense competition, suffering decline in sales and operating losses. To turn the tides, AMOREPACIFIC has 

combined the two business units into one in September �006 for synergies in distribution and product mix.

• Market Outlook for 2007

  We expect the cosmetics market in �007 to exhibit similar trends to those seen in �006: the overall consumption trend will be weak, and we expect 

the prestige cosmetics to lead market growth on the back of on-going and benign change in demographics, spending polarization, as well as the 

players’ aggressive expansion strategy in the prestige market. Since many local players are focusing on the prestige cosmetics market, competition 

will likely intensify in �007. Meanwhile, we expect the mass cosmetics market to undergo consolidation, which would benefit bigger players.

  As the external environment and customer demand change rapidly, individual companies will continue to strive for new initiatives such as 

developing new distribution channels and fortifying niche markets for long-term growth. In addition, we expect companies to further focus on 

overseas expansion in �007, since the domestic cosmetics market is nearing saturation.

• AMOREPACIFIC’s Outlook for 2007

  AMOREPACIFIC targets 8% YoY growth in the top line, with operating profit growth of 1�% YoY on the back of its strong brand equity and 

distribution network in the domestic cosmetics segment. While we expect growth in prestige cosmetics to remain stable with high cash 

generation, the mass cosmetics and personal care business should help enhance both sales growth and profitability. AMOREPACIFIC will continue 

to invest in marketing and R&D to reinforce its brand value and leading market position.

  The company is expecting the overseas business to reach a milestone in �007: the Chinese operations should turn to profits thanks to stellar sales 

growth on the back of an established regional brand image.

Management’s Discussion & Analysis

Last year was a transition period for AMOREPACIFIC. The Company successfully changed its corporate 

structure, splitting into a holding company (PACIFIC Corporation) and an operating company 

(AMOREPACIFIC Corporation). With the restructuring, we expect enhanced transparency in the 

corporate governance and added competitiveness of the operating companies.
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The accompanying notes are an integral part 

of these consolidated financial statements.

See Report of Independent Accountants. 

 December �1, �006 and �005

    Thousands of Korean won Thousands of U.S. dollars(Note �8)

   2006 2005 2006 2005

Assets 

Current assets

 Cash and cash equivalents 176,196,816 110,651,565 189,540 109,���

 Short-term financial instruments �6�,58�,00� �97,1�5,810 �91,118 �9�,0�9

 Trade accounts receivable, net (Notes 4, 19 and �0) 149,810,044 1�5,948,55� 161,155 1�4,�04

 Other accounts receivable, net (Note 4) 6,��4,141 �,6��,�88 6,814 �,590

 Short-term loans receivable ���,9�4 �9�,9�� �5� �89

 Inventories (Note 5) 1��,710,788 119,667,580 1��,080 118,1��

 Accrued income 4,7�9,�08 �,441,54� 5,087 �,�97

 Advance payments 8,���,�45 8,�10,�8� 8,845 8,105

 Prepaid expenses 15,405,4�6 15,0��,4�9 16,57� 14,840

 Other current assets 5,091,868 8,1�9,696 5,477 8,0�5

  Total current assets 853,317,572 801,133,788 917,940 790,853

Property, plant and equipment, net (Notes 7 and 11) 9�8,166,580 6�4,679,�11 1,009,�15 616,66�

Long-term financial instruments (Note �) �1,500 �4,07� �� �4

Investment securities (Note 6) 6�,�07,0�8 54,664,4�6 67,994 5�,96�

Long-term loans receivable 14,�07,499 9,�80,468 15,�8� 9,161

Long-term advance payments (Note 11) 11,�00,000 11,�00,000 1�,048 11,056

Long-term guarantee deposits 40,910,081 41,100,5�7 44,008 40,57�

Intangible assets, net (Note 8) 507,898,�9� (76,�8�,0�1) 546,�6� (75,40�)

Other investments 47�,98� �,�89,658 511 �,�60

  Total assets 2,429,401,635 1,467,990,240 2,613,384 1,449,151

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

See Report of Independent Auditors.

Consolidated Balance Sheets
 To the Board of Directors and Shareholders of

 PACIFIC Corporation and Subsidiaries

We have audited the accompanying consolidated balance sheets of PACIFIC Corporation and its subsidiaries (the “Company”) as of December �1, �006 

and �005, 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 PACIFICPHARMA Corporation and certain 

other consolidated subsidiaries, of which statements represent 9.8% and 6.9% of the Company’s consolidated total assets as of December �1, �006 

and �005, respectively, and �6.5% and 1�.�% 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 us, and our opinion expressed herein, insofar as it relates to the amounts included for 

PACIFICPHARMA Corporation and certain other consolidated subsidiaries, is based solely on the reports of the other auditors.

We conducted our audits in accordance 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 PACIFIC Corporation and its subsidiaries as of December �1, �006 and �005, 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.

Without qualifying our opinion, we draw your attention to the following matters.

As discussed in Notes 1 and �6 to the accompanying consolidated financial statements, the Controlling Company split off on June 1, �006, its operating 

division to create a new company, AMOREPACIFIC Corporation. The Controlling Company, whose previous registered name was AMOREPACIFIC 

Corporation, changed its name to PACIFIC Corporation at the time of the demerger. On April 1, �007, the Controlling Company will also spin off its glass 

container and green tea businesses to create PACIFICGLAS Inc. and JANGWON Co., Ltd., respectively. Both entity names are still provisional.

As discussed in Notes 1 and 1�, the Board of Directors approved on October 9, �006, the stock swap of the Controlling Company’s shares with the 

shares of new company, AMOREPACIFIC Corporation. On December 15, �006, the Controlling Company issued 4,411,197 common shares and �66,7�0 

preferred shares in exchange for the AMOREPACIFIC Corporation’s 1,165,655 common shares and 1�4,�97 preferred shares. Due to this, AMOREPACIFIC 

Corporation, which was not part of consolidated financial statements upon its incorporation, became a consolidated subsidiary as of December �1, �006.

As explained in note 1, AMOREPACIFIC Corporation was excluded from consolidation due to the demerger during �006, but is included in consolidation 

again due to the Controlling Company’s investment in AMOREPACIFIC Corporation as of December �1, �006.

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 informed about Korean accounting principles or 

auditing standards and their application in practice.

 

 Seoul, Korea March 1�, �007 

Report of Independent Auditors

This report is effective as of March 1�, �007, 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 �ga, Yongsanku, Seoul 140-70�, KOREA

(Yongsan P.O. Box �66, 140-600)
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 Years ended December �1, �006 and �005

    Thousands of Korean won Thousands of U.S. dollars(Note �8)

   2006 2005 2006 2005

Sales (Notes 19, 20, 24 and 25) 779,326,398 1,351,176,615 838,346 1,333,837

Cost of sales (Notes 19 and �0) �59,069,��7 4��,804,406 �78,689 4�7,�50

Gross profit 520,257,171 918,372,209 559,657 906,587

Selling and administrative expenses �74,�96,7�0 699,445,900 40�,750 690,470

Operating income 145,860,441 218,926,309 156,907 216,117

Non-operating income (expenses)

 Interest income, net 18,�61,979  �0,�05,519 19,645  19,946

 Gain on valuation of equity method investments (Note 6) 10,�81,7�7 �,416,700 11,060 �,�86

 Gain (Loss) on disposal of investment, net (�,758,166) 41�,474 (�,967) 407

 Gain on disposal of property, plant and equipment, net 50,0�� 11,709,�70 54 11,559

 Additional payment of prior year income taxes, net (�00,850) 8,417,�85 (��4) 8,�09

 Donations (Note �1) (1,881,546) (4,115,84�) (�,0�4) (4,06�)

 Loss on valuation of equity method investments (Note 6) (1,�6�,891) (4,�50,8�0) (1,�60) (4,�95)

 Loss on obsolescence of inventories (1�5,79�) (1,�8�,004) (146) (1,�66)

 Others, net �,86�,�4� (�,001,106) 4,156 (1,975)

   �6,116,7�5 �1,411,675 �8,094  �1,008

Income before income tax expenses 171,977,176 �50,��7,984 185,001 �47,1�5

Income tax expenses (Note 16)  45,048,�6� 80,899,5�� 48,460 79,861

Income after income tax expenses 1�6,9�8,91� 169,4�8,461 1�6,541 167,�64

Minority interests in income of consolidated subsidiaries, net (�,90�,80�) (5,8��,191) (4,198) (5,758)

Net income 123,026,111 163,605,270 132,343 161,506

Basic and diluted ordinary income per share (Note 17)

 (in Korean won and U.S. dollars) ��,1�8 19,�10 �5 19

Basic and diluted earnings per share (Note 17)

 (in Korean won and U.S. dollars) ��,1�8 19,�10 �5 19 

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

See Report of Independent Auditors.

Consolidated Statements of Income

    Thousands of Korean won Thousands of U.S. dollars(Note �8)

   2006 2005 2006 2005

Liabilities and Shareholders' Equity

Current liabilities

 Trade accounts payable (Notes 19 and �0) 48,418,�5�  49,8�5,��1 5�,085 49,186

 Other accounts payable 91,71�,079 87,601,�0� 98,658 86,477

 Short-term borrowings (Note 9) ��,0�9,574 8,509,6�8 ��,698 8,400

 Withholdings �6,8�8,618 �0,994,706 �8,871 �0,7�5

 Guarantee deposits received 9,969,44� 9,6�5,115 10,7�4 9,50�

 Income taxes payable (Note 16) 57,84�,�06 48,�05,6�1 6�,��4 47,587

 Dividends payable 174,�41 ��0,685 188 �18

 Advance receipts �6,8�0,991 �7,48�,�84 �8,86� �7,1�1

 Short-term deferred income tax liabilities (Note 16) 5,790,�08 5,�1�,069 6,��9 5,145

 Other current liabilities �,9�6,060 �,7�5,5�7 �,158 �,700

  Total current liabilities 292,543,073 260,413,289 314,698 257,071

Long-term accounts payable �0,5�4,680 �0,595,671 ��,079 �0,��1

Long-term debt - 1,�00,000 - 1,185

Long-term advance receipts (Note 11) 8�,971,�67 - 90,��1 -

Accrued severance benefits, net (Note 10) �0,8�5,785 ��,14�,�9� ��,160 ��,845

Allowances for expected sales returns 18,8��,996 17,100,875 �0,�59 16,881

Deferred income tax liabilities (Note 16) 98,1�7,586 1�0,845,��6 105,570 119,�95

Other long-term liabilities 4,6�9,6�7 1,875,541 4,980 1,851

  Total liabilities 549,465,014 445,173,104 591,077 439,459

Commitments and contingencies (Note 11) - - - -

Shareholders' equity

 Capital stock (Notes 1 and 1�) 44,450,975  55,569,550 47,817 54,856

 Capital surplus (Note 1�) 850,1�6,15� 404,4��,�1� 914,518 �99,���

 Retained earnings (Notes 1� and 14) 956,890,068 859,944,575 1,0�9,�57 848,909

 Capital adjustments (Notes 6, 15 and �6) (6�1,�18,578) (���,�19,564) (679,1�9) (�18,18�)

 Minority interests in consolidated subsidiaries 659,778,004 �5,�00,�6� 709,744 �4,878

  Total shareholders' equity 1,879,936,621 1,022,817,136 2,022,307 1,009,691

  Total liabilities and shareholders' equity 2,429,401,635 1,467,990,240 2,613,384 1,449,151

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

See Report of Independent Auditors.
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 Years ended December �1, �006 and �005

    Thousands of Korean won Thousands of U.S. dollars(Note �8)

   �006 �005 �006 �005

Cash flows from operating activities

Net income 1��,0�6,111 16�,605,�70 1��,�4� 161,506

Adjustments to reconcile net income to

   net cash provided by operating activities 

 Depreciation and amortization �5,056,�44 6�,501,5�8 �7,711 61,699

 Provision for severance benefits 1�,894,447 ��,7�5,706 1�,871 ��,4�4

 Loss (Gain) on disposal of investments, net �,758,166 (158,409) �,967 (156)

 Minority interests in income of consolidated subsidiaries, net �,90�,80� 5,8��,191 4,198 5,758

 Gain (Loss) on valuation of equity method investments (9,017,846) 1,9�4,119 (9,701) 1,909

 Gain on disposal of property, plant and equipment, net (50,0��) (11,709,�70) (54) (11,559)

 Reversal of allowance for doubtful accounts (9,�51) (�05,898) (10) (�0�)

 Others, net 4�,5�5 5�5,496 47 5�9

Changes in operating assets and liabilities

 Increase in trade accounts receivable (�8,8�0,601) (�,7�6,81�) (41,761) (�,69�)

 Decrease(Increase) in other accounts receivable (�,761,�75) 7,589,16� (�,970) 7,49�

 Increase in inventories (1�,�88,177) (15,915,16�) (1�,�19) (15,711)

 Increase in advance payments (8,071,�15) (�,456,57�) (8,68�) (�,41�)

 Decrease(Increase) in prepaid expenses 1,081,75� (4,84�,660) 1,164 (4,781)

 Increase(Decrease) in trade accounts payable 6,5�6,408 (�0,161,8�4) 7,0�1 (19,90�)

 Decrease in other accounts payable (�,�41,�10) (8,601,�68) (�,487) (8,491)

 Increase(Decrease) in withholdings (15,716,81�) �,916,8�4 (16,907) �,879

 Increase(Decrease) in advances �,811,�67 (87�,856) 4,100 (86�)

 Increase(Decrease) in income taxes payable 644,669 (7,081,9�1) 69� (6,991)

 Payment of accrued severance benefits (1�,644,�5�) (17,7�0,1�7) (1�,60�) (17,50�)

 Increase(Decrease) in deferred income tax liability (10,�56,164) 7,�06,758 (11,140) 7,114

 Others, net 14,54�,989 891,�6� 15,644 880

  Net cash provided by operating activities  91,321,265  182,275,517  98,235 179,935

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

See Report of Independent Auditors.

Consolidated Statements of Cash Flows Years ended December �1, �006 and �005

    Thousands of Korean won Thousands of U.S. dollars(Note �8)

   �006 �005 �006 �005

Capital stock 

 Balance, beginning of the year 55,569,550 51,004,800 59,778 50,�50

 Paid-in capital increase ��,�89,585 4,564,750 �5,161 4,506

 Effect from the demerger (�4,508,160) - (�7,1��) -

 Other changes in the year - - - -

 Balance, end of the year 44,450,975 55,569,550 47,817 54,856

Consolidated capital surplus

 Balance, beginning of the year 404,4��,�1� 195,5�6,790 4�5,050 19�,0�7

 Changes of equity ratio - 16,069,977 - 15,864

 Effect from the demerger (100,���,4�9) - (107,9�1) -

 Paid-in capital increase 547,954,569 - 589,451 -

 Other changes during the year (1,917,�00) 19�,815,445 (�,06�) 190,�41

 Balance, end of the year 850,1�6,15� 404,4��,�1� 914,518 �99,���

Consolidated retained earnings

 Balance, beginning of the year 859,944,575 718,858,785 9�5,069 709,6�4

 Effect from change in consolidation scope - (6,�65,��1) - (6,185)

 Dividends (Note 18) (�8,858,100) (��,884,�1�) (�1,769) (��,578)

 Net income 1��,0�6,111 16�,605,�70 1��,�4� 161,506

 Other changes during the year �,777,48� 7,6�0,05� �,71� 7,5��

 Balance, end of the year 956,890,068 859,944,575 1,0�9,�57 848,909

Consolidated capital adjustments 

 Balance, beginning of the year (���,�19,564) (�1,050,557) (�46,7�9) (�0,780)

 Effect from the demerger (�16,875,710) - (�40,87�) -

 Effect from change in consolidation scope - 1,046,016 - 1,0��

 Changes in treasury stock - (�95,605,987) - (�91,81�)

 Other changes in the year 7,876,696 (6,709,0�6) 8,47� (6,6��)

 Balance, end of the year (6�1,�18,578) (���,�19,564) (679,1�9) (�18,18�)

Minority interest equity 

 Balance, beginning of the year �5,�00,�6� 75,09�,415 �7,109 74,1�0

 Minority interests in income 

  of consolidated subsidiaries, net �,90�,80� 5,8��,191 4,198 5,758

 Changes in minority interest equity ratio 6�0,674,8�9 (55,7�6,�4�) 678,4�7 (55,011)

 Balance, end of the year 659,778,004 �5,�00,�6� 709,744 �4,877

  Total shareholders' equity 1,879,936,621 1,022,817,136 2,022,307 1,009,691 

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

See Report of Independent Auditors.

Consolidated Statements of Changes 
In Shareholders' Equity
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1. The Consolidated Companies and Equity-Method Investees
The accompanying consolidated financial statements include the accounts of PACIFIC Corporation (the “Controlling Company”) and its subsidiaries 

(collectively the “Company”), namely, AMOREPACIFIC Corporation, PACIFICPHARMA Corporation, AMOS Professional Corp., Etude Corporation, 

AMOREPACIFIC Europe S.A.S., AMOREPACIFIC Cosmetics (USA) Inc., AMOREPACIFIC Cosmetics (Shanghai) Co., Ltd. and AMOREPACIFIC Trading Co., Ltd. 

as of December �1, �006.

• The Controlling Company

  The Controlling Company was incorporated in 1945 under the laws of the Republic of Korea to engage in manufacturing, marketing and trading 

cosmetics, personal care goods, and others.

 In 197�, the Controlling Company listed its shares in the Korea Stock Exchange.

 On March 1�, 199�, it changed its name from Pacific Chemical Co., Ltd. to AMOREPACIFIC Corporation

  On July �1, �005, the Controlling Company merged with Pacificglas, Inc., a subsidiary and merged with Jang Won Industry Co., Ltd. as of December 

10, �005.

  On June 1, �006, the Controlling Company split off its operating division to create a new company, AMOREPACIFIC Corporation. And on April 1, 

�007, the Controlling Company will also spin-off its glass container and green tea farm businesses to create PACIFICGLAS Inc. and JANGWON Co., 

Ltd., respectively. Both entity names are still provisional.

  The Controlling Company, whose previous registered name was AMOREPACIFIC Corporation, changed its name to PACIFIC Corporation at the time 

of the spin-off on June 1, �006.

  The Controlling Company is authorized to issue �6 million shares with a par value of KRW 5,000 per share. As of December �1, �006, the total 

shares issued include 7,979,098 common shares and 911,097 preferred shares; and total capital stock amounts to KRW 44,451 million, including 

KRW 4,555 million of preferred stock. The Company has issued two types of preferred stocks. The holders of existing 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; and holders of new preferred stock do not receive extra dividends but are entitled to minimum of three percent dividend and can be 

converted to common shares after 10 years. This preferred dividend rate is not applicable to stock dividends.

Notes to Consolidated Finnancial Statements

    Thousands of Korean won Thousands of U.S. dollars(Note �8)

   �006 �005 �006 �005

Cash flows from investing activities 

 Proceeds from short-term financial instruments �10,4�1,�01 ��9,�09,90� ���,941 ��6,�68

 Collection of short-term loans 6�,4�5 5,6�5,69� 68 5,56�

 Proceeds from long-term financial instruments 8,57� 4,000 9 4

 Collection of long-term loans 598,�45 1,�1�,846 644 1,198

 Disposal of investment securities   64�,45� 5,580,456 69� 5,509

 Proceeds from long-term guarantee deposits 7,9�7,8�� 6,15�,�69 8,5�9 6,07�

 Disposal of property, plant and equipment 511,8�1 1�,5�4,098 551 1�,�60

 Proceeds from severance insurance deposits 7,790,�97 9,614,816 8,�80 9,491

 Acquisition of short-term financial instruments (�79,78�,15�) (�4�,456,68�) (�00,970) (�40,���)

 Payments for short-term loans - (40,�19,��9) - (�9,70�)

 Acquisition of investment securities  (11,80�,480) (10,7�5,774) (1�,696) (10,588)

 Payments for long-term loans (1,609,510) (1,�06,508) (1,7�1) (1,�90)

 Payments for long-term guarantee deposits     (5,�65,��1) (10,694,68�) (5,77�) (10,557)

 Payments for severance insurance deposits (�,5��,158) (10,�77,51�) (�,790) (10,�44)

 Acquisition of property, plant and equipment (7�,988,049) (87,�49,047) (79,591) (86,1�9)

 Acquisition of intangible assets (4,765,�01) (�,9��,891) (5,1�6) (�,874)

 Others 9��,609 (6,809,0��) 1,00� (6,7��)

  Net cash used in investing activities (51,918,317) (143,817,381) (58,849) (141,973)

Cash flows from financing activities 

 Proceeds from short-term borrowings - 8,169,778 - 8,065

 Proceeds from long-term debt    - 547,000 - 540

 Repayment of short-term borrowings (1,110,087) (10,818,8�5) (1,194) (10,680)

 Repayment of long-term debt (1,�00,000) (4�7,164) (1,�91) (4��)

 Payment of dividends (�9,551,6�0) (�5,669,68�) (�1,790) (�5,�40)

 Acquisition of treasury stock - (16,�47,110) - (16,0�9)

 Others 96�,01� �,1�7,010 1,0�5 �,110

  Net cash used in financing activities (30,899,695) (42,319,004) (33,240) (41,776)

Changes in consolidation scope and others 57,041,998 5,6��,�19 71,16� 5,55�

Net increase in cash and cash equivalents  65,545,�51 1,761,�51 80,�08 1,7�9

Cash and cash equivalents (Note 27)       

Beginning of the year 110,651,565 108,890,�14 109,��� 107,49�

End of the year 176,196,816 110,651,565 189,540 109,232

 

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

See Report of Independent Auditors.
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• Summary of Significant Financial Data

A summary of significant December �1, �006 financial data of the Controlling Company and its subsidiaries before consolidation 

adjustments, included in the accompanying consolidated financial statements, follows:

 Millions of Korean won

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

PACIFIC Corporation  1,�70,47�  1,��0,49�   59�,590  118,985

AMOREPACIFIC Corporation 1,11�,5�8 797,745 - -

PACIFICPHARMA Corporation 84,67� 55,104 1��,4�4 7,985

AMOS Professional Corp. ��,708 �0,8�� 1�,968 9�4

Etude Corporation �6,816 1�,6�� 49,066 (1�)

AMOREPACIFIC Europe S.A.S. 96,�9� 4�,598 17,9�4 (1,54�)

AMOREPACIFIC Cosmetics (USA) Inc. 8,415 7,874 1,815 (660)

AMOREPACIFIC Cosmetics (Shanghai) Co., Ltd. 8,9�4 8,501 8,675 (76�)

AMOREPACIFIC Trading Co., Ltd. �0,�1� �5� - -

 2006 2,753,251 2,168,116 806,472 124,917

 �005  1,60�,184 1,1�8,907 1,�97,909  157,441

2. Summary of Significant Accounting Policies
The significant accounting policies followed by the Controlling Company and its consolidated subsidiaries in the preparation of its 
financial statements are summarized below.

• Consolidation Accounting Policies

 Basis of Consolidated Financial Statement Presentation
  The Company maintains its official accounting records in Korean won and prepares statutory consolidated financial statements in the Korean 

language (Hangul) in conformity with the accounting principles and working rules for consolidated financial statements generally accepted in the 

Republic of Korea. The accompanying consolidated financial statements have been condensed, restructured and translated into English from the 

Korean language consolidated financial statements. Certain accounting principles applied by the Company that conform with financial accounting 

standards and accounting principles in the Republic of Korea may not conform with generally accepted accounting principles in other countries. 

Accordingly, these consolidated financial statements are intended for use by those who are informed about Korean accounting principles and 

practices. Certain information attached to the Korean language financial statements, but not required for a fair presentation of the Company’s 

financial position, results of operations or cash flows, is not presented in the accompanying consolidated financial statements.

 Application of the Statements of Korean Financial Accounting Standards
  The Korean Accounting Standards Board has published a series of Statements of Korean Financial Accounting Standards (SKFAS), which will 

gradually replace the existing financial accounting standards established by the Korean Financial Supervisory Commission. SKFAS Nos. 15, 16 and 

17 became applicable to the Company on January 1, �005, the Company adopted these Standards in its financial statements as of and for the year 

ended December �1, �005.

  And as SKFAS Nos. 18 through �0 became effective for the Company on January 1, �006, the Company adopted these Standards in its financial 

statements for the year ended December �1, �006.

 Elimination of Investment and Capital Accounts
  The investment account of the Controlling Company is eliminated against the corresponding capital accounts of its consolidated subsidiaries.

  The Controlling Company records differences between the investment account and the corresponding capital accounts of subsidiaries as goodwill 

or negative goodwill. Goodwill is amortized over five years while the negative goodwill is reversed over the weighted average useful life of 

depreciable assets using the straight-line method.

 Elimination of Intercompany Unrealized Income
  Unrealized income included in inventories, property, plant and equipment and other assets as the result of intercompany transactions is eliminated, 

based on the average gross profit ratio of the corresponding company. Unrealized income arising from sales by the Controlling Company to the 

consolidated subsidiaries is fully eliminated and charged to the equity of the Controlling Company. Unrealized income arising from sales by the 

consolidated subsidiaries to the Controlling Company or between consolidated subsidiaries is charged to the equity of the Controlling Company to 

the extent of the Controlling Company's percentage of ownership.

• Consolidated Subsidiaries and Equity-Method Investees

 Consolidated subsidiaries and equity-method investees as of December �1, �006 and �005, are as follows:

 Millions of Korean won

  Shareholders’         Percentage of  Number of Fiscal

  Equity         Ownership (%)  Shares year Location

Company Major business 2006 2006 2005 2006 end

Consolidated Subsidiaries 

AMOREPACIFIC Corporation ¹ Manufacturing and marketing of cosmetics  �4,508 ��.18 - �,�14,780 �1-Dec Korea

PACIFICPHARMA Corporation Manufacturing and marketing of medicine 11,645 58.01 58.01 1,���,�9� �1-Dec Korea

AMOS Professional Corp. Marketing of hair care products �,500 100.00 100.00 700,000 �1-Dec Korea

Etude Corporation ² Manufacturing and marketing of cosmetics 1,6�� 79.�6 78.94 �57,06� �1-Dec Korea

AMOREPACIFIC Europe S.A.S. ³ Manufacturing and marketing of cosmetics 56,60� 99.�1 99.08 4�,691,911 �1-Dec France

AMOREPACIFIC Cosmetics (USA) Inc. Marketing of cosmetics �4,074 100.00 100.00 �0,400,000 �1-Dec U.S.A

AMOREPACIFIC Cosmetics (Shanghai) Co., Ltd. ³ Manufacturing and marketing of cosmetics 1�,744 100.00 100.00 10,500,000 �1-Dec China

AMOREPACIFIC Trading Co., Ltd. Marketing of cosmetics 9,456 100.00 - 10,000,000 �1-Dec China

  154,151

Subsidiaries not included in consolidation 4

AMOREPACIFIC Cosmetics (Shenyang) Co., Ltd. Manufacturing and marketing of cosmetics   �,�18 100.00 - �,500,000 �1-Dec China

Pacific Japan Co., Ltd. Manufacturing and marketing of cosmetics �54 100.00 100.00 76,�00,000 �1-Dec Japan

Laneige Singapore Pte., Ltd. Marketing of cosmetics �,5�� 100.00 100.00 �,94�,500 �1-Dec Singapore

AMOREPACIFIC Taiwan Co., Ltd. Marketing of cosmetics 5,�01 100.00 100.00 �1,048,��6 �1-Dec Thailand

Taiwan AMORE Co., Ltd. Marketing of cosmetics �6� 50.00 50.00 10,000,000 �1-Dec Thailand

AMOREPACIFIC (Hong Kong) Co., Limited. Marketing of cosmetics 4,067 �0.00 �0.00 �6,786 �1-Dec Hong Kong

PT. Laneige Indonesia Pacific Marketing of cosmetics 760 �0.00 �0.00 �10,000 �1-Dec Indonesia

AMOREPACIFIC Japan Co., Ltd. Marketing of cosmetics 7,784 100.00 100.00 900,000,000 �1-Dec Japan

AMOREPACIFIC (THAILAND) LIMITED Marketing of cosmetics 500 �0.00 �0.00 6,000,000 �1-Dec Thailand

AMOREPACIFIC RUS Co., Ltd. Marketing of cosmetics �9� 100.00 - 8,400,000 �1-Dec Russia

LANEIGE MALAYSIA SDN. BHD. Marketing of cosmetics �51 100.00 - �59,415 �1-Dec Malaysia

Anhui Pacific tea Co., Ltd. Manufacturing and marketing of green tea 1,1�1 80.00 80.00 1,000,000 �1-Dec China

   �5,554  

¹ Includes the 0.09 % ownership of AMOS Professional Corp.

² Includes the 5.60% ownership of PACIFICPHARMA Corporation

³ Includes the 0.�6% ownership of AMOREPACIFIC Cosmetics (USA) Inc.

4 Since the total asset of each investee is less than KRW 7,000 million, these companies are excluded from consolidation.
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• Inventories

  Inventories are stated at the lower of cost or market value, with cost being determined using the moving average method for merchandise, materials, 

and supplies, using gross average method for products, semi finished products and work in process, and using specific identification method for raw 

materials-in-transit. If the net realizable value of inventory is less than its cost, the carrying amount is reduced to the net realizable value.

• Property, Plant and Equipment and Related Depreciation

  Property, plant and equipment are stated at cost, except for certain assets subject to upward revaluations in accordance with the Asset 

Revaluation Law. Depreciation is computed using the following depreciation method, and estimated useful lives of the assets.

  Estimated useful Lives Method of Depreciation

 Buildings � - 58  years Straight-line method

 Structures � - 40 years Straight-line method

 Machinery and equipment � - 1� years Declining balance method

 Vehicles 4 - 8 years Declining balance method

 Tools � - 15 years Declining balance method

 Furniture and fixtures � - 15 years Declining balance method

 Trees �1 - �� years Declining balance method

 Others 10 years Straight-line method

• Maintenance and Repairs

  Routine maintenance and repairs are charged to expense as incurred. Expenditures that enhance the value, or extend the useful life of the related 

assets, are capitalized.

• Intangible Assets

  Intangible assets are stated at cost, net of accumulated amortization. Amortization of these intangible assets is computed using the straight-line 

method over the estimated economic lives.

• Accrued Severance Benefits

  Employees and directors with at least one year of service are entitled to receive a lump-sum payment upon termination of their employment, 

based on their length of service and rate of pay at the time of termination. Accrued severance benefits represent the amount which would be 

payable assuming all eligible employees and directors were to terminate their employment as of the balance sheet date.

  The actual severance benefits paid by the Company amounted to KRW 1�,644 million (�005: KRW 17,7�0 million) for the year ended December 

�1, �006.

  Accrued severance benefits are funded approximately 69.�% (�005: 75.6%) as of December �1, �006, through a severance insurance plan that 

provides employees with guaranteed payment of severance benefits. Domestic companies account for the amounts funded under this plan as a 

deduction from accrued severance benefits.

  The Company has made deposits to the National Pension Fund in accordance with National Pension Funds Law. The use of the deposit is restricted to 

the payment of severance benefits.  Accordingly, accrued severance benefits in the accompanying balance sheet are presented net of this deposit.

• Customer Loyalty Program

  The Controlling Company operates customer loyalty program for attracting regular customers. The Controlling Company provides purchase credits 

to participating customers in this program. For the purpose of reporting periodical profit and loss properly, the Controlling Company appropriates 

the estimated cost from endowment of purchase credits in the balance sheet as reserve.

• Income Tax Expenses

  The Company recognizes deferred income taxes for anticipated future tax consequences resulting from temporary differences between amounts 

reported for financial reporting and income tax purposes. Deferred tax assets and liabilities are computed on such temporary differences by 

applying enacted statutory tax rates applicable to the years when such differences are expected to reverse. Deferred tax assets are recognized 

when it is more likely that such deferred tax assets will be realized. The total income tax provision includes the current tax expense, under 

applicable tax regulations, and the change in the balance of deferred tax assets and liabilities during the year.

  In accordance with SKFAS No. 16, Deferred Income Tax, which became effective on January 1, �005, the Company classified deferred tax assets and 

liabilities into current and non-current, and within each classification, amounts for deferred tax assets and liabilities are offset against each other and 

presented as net amount. Deferred tax effects applicable to items in the shareholders' equity are directly reflected in the shareholders' equity account.

 Minority interests in consolidated subsidiaries
  The Company records the equity of the consolidated subsidiaries, which is not included in the equity of the Controlling Company, as a minority 

interest in consolidated subsidiaries. In addition, if losses of the consolidated subsidiaries included in minority interest are in excess of minority 

interest, the deficit in excess of minority interest is charged to the equity of the Controlling Company. Until losses charged to the equity of the 

Controlling Company are recovered, all gains on related consolidated subsidiaries are recognized in the equity of the Controlling Company.

• Accounting Estimates

  The preparation of the financial statements requires management to make estimates and assumptions that affect amounts reported therein. 

Although these estimates are based on management’s best knowledge of current events and actions that the Company may undertake in the 

future, actual results may differ from those estimates.

• Cash and Cash Equivalents

  The Company considers cash on hand, bank deposits and highly liquid marketable securities, with original maturities of three months or less, to be 

cash and cash equivalents.

• Allowance for Doubtful Accounts

 The Company provides an allowance for doubtful accounts and notes receivable based on the aggregate estimated collectibility of the receivables.

• Sales of Receivables

  The Company sells or discounts certain accounts or notes receivable to financial institutions and accounts for these transactions as sale of the 

receivables if the rights and obligations relating to the receivables sold are substantially transferred to the buyers. The losses from the sale of the 

receivables are charged to operations as incurred.

• Investment Securities

  The Company accounts for equity and debt securities under the provision of SKFAS No. 8, Investments in Securities. This statement requires 

investments in equity and debt securities to be divided into three categories: trading, available-for-sale and held-to-maturity.

  Securities are initially carried at cost, including incidental expenses, with cost being determined using the gross average method. Debt securities, 

which the Company has the intent and ability to hold to maturity, are generally carried at cost, adjusted for the amortization of discounts or 

premiums. Premiums and discounts on debt securities are amortized over the term of the debt using the effective interest rate method. Trading 

and available-for-sale securities are carried at fair value, except for non-marketable securities classified as available-for-sale securities, which are 

carried at cost. Non-marketable debt securities are carried at a value using the present value of future cash flows, discounted at the reasonable 

interest rate determined considering the credit ratings by the independent credit rating agencies.

  Unrealized valuation gains or losses on trading securities are charged to current operations, and those resulting from available-for-sale securities 

are recorded as a capital adjustment, the accumulated amount of which shall be charged to current operations when the related securities are 

sold, or when an impairment loss on the securities is recognized. Impairment losses are recognized in the income statement when the recoverable 

amounts are less than the acquisition cost of securities or adjusted cost of debt securities for the amortization of discounts or premiums.

  Investments in equity securities of companies, over which the Company exercises significant control or influence, are recorded using the equity 

method of accounting. Under the equity method, the Company records changes in its proportionate ownership in the book value of the investee 

in current operations, as capital adjustments or as adjustments to retained earnings, depending on the nature of the underlying change in book 

value of the investee. The Company discontinues the equity method of accounting for investments in equity method investees when the Company’

s share of accumulated losses equals the costs of the investments, and until the subsequent cumulative changes in its proportionate net income of 

the investees equals its cumulative proportionate net losses not recognized during the periods when the equity method was suspended.

  Differences between the initial purchase price and the Company’s initial proportionate ownership of the net book value of the investee are 

amortized over the reasonable number of years considering the economic benefit, using the straight-line method.

  Unrealized profit arising from sales by the Company to equity method investees is eliminated to the extent of the Company’s ownership. The 

Company’s proportionate unrealized profit arising from sales by the equity method investees to the Company or sales between equity method 

investees is also eliminated.

  In accordance with SKFAS No. 15, Equity Method, the Company changed its policy in accounting for the earnings from equity-method investments 

from the net basis to gross basis. This change had no effect on the net income or shareholders' equity.

  Foreign currency denominated financial statements of equity method investees are translated into Korean won using the foreign exchange rates in 

effect as of the balance sheet date for assets and liabilities, and annual average exchange rates for income and expenses. Any resulting translation 

gain or loss is included in the capital adjustment account, a component of shareholders’ equity.
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Equity securities as of December �1, �006 and �005, consist of the following:

 Millions of Korean won

  Percentage of   Acquisition Cost  Book Value Fair Value or Net

  Ownership (%) Asset Value ¹

  2006 2006 2005 2006 2005 2006

Available-for-sale securities 

Non-marketable securities 

 The Korea Economic Daily Co., Ltd. 0.08 74 74 81 �8 81

 KGI Security (Korea) Co., Ltd. 0.�0 64� �,451 516 �,�5� 516

 GL Pharm Tech Co., Ltd. 1�.�7 176 - 191 - 191

 Welskin Co., Ltd. 8.�� 100 - 48 - 48

 NewCore Co., Ltd. 0.00 1 - � - �

 Others - �,854 �,761 �,854 698 �,854

Marketable securities 

 Crystal Genomics Co., Ltd. 1.95 �,18� - 1,558 - 1,558

   6,031 7,286 5,251　 3,979 5,251

Investments using the equity method 

Parfums eSpoir Corp. ² - - 1,110 - 1,099 -

Pacific Metals Co., Ltd. ��.05 5,��� 5,��� 16,07� 16,40� 15,97�

BBDO Korea Inc. �0.00 949 949 4,�61 4,177 4,�50

Anhui Pacific Tea Co., Ltd. 80.00 904 904 8�7 904 1,15�

AMOREPACIFIC Cosmetics (Shenyang) Co., Ltd. 100.00 �,�18 �,�18 6,��� 6,��9 6,���

Pacific Japan Co., Ltd. 100.00 �54 �54 1,059 1,107 1,059

Laneige Singapore Pte., Ltd. 100.00 �,5�� 1,755 �50 147 �50

AMOREPACIFIC Taiwan Co., Ltd. 100.00 5,�01 �,776 1,45� 1,1�9 1,45�

Taiwan AMORE Co., Ltd. 50.00 1�1 1�1 1,�51 1,�80 1,�51

AMOREPACIFIC (Hong Kong) Co., Limited �0.00 1,��0 1,��0 1,�41 1,�50 1,�11

PT. Laneige Indonesia Pacific �0.00 ��8 17� 80 59 80

AMOREPACIFIC Japan Co., Ltd. 100.00 7,784 �,97� �,1�5 1,�57 �,1�5

AMOREPACIFIC  (THAILAND) LIMITED �0.00 150 150 98 14� 98

AMOREPACIFIC RUS Co., Ltd. 100.00 �9� - �9� - �9�

LANEIGE MALAYSIA SDN. BHD. 100.00 �5� - �5� - �5�

   �7,650 �0,944 �7,114 �5,�84 �7,188

   33,681 28,230 42,365 39,263 42,439

 

¹ Net asset value was calculated based on recent available financial statements of the investees.

² Parfums eSpoir Corp. is merged with Etude Corporation in �006.

• Foreign Currency Translation

  Monetary assets and liabilities denominated in foreign currencies are translated into Korean won at the exchange rate prevailing at the balance 

sheet date. Resulting foreign currency exchange gains and losses are recognized in current operations.

3. Restricted Bank Deposits
As of December �1, �006 and �005, significant restricted bank deposits are provided as collateral for opening checking accounts, 
which are recorded as long-term financial instruments.

4. Receivables
Receivables as of December �1, �006 and �005, consist of the following:
 Millions of Korean won 

  2006 2005

 Trade accounts receivable 15�,881 1�8,�76

 Less: Allowance for doubtful accounts (�,071) (�,��8)

  149,810 135,948

   

 Other accounts receivable 6,565 �,864

 Less: Allowance for doubtful accounts (��1) (�41)

  6,334 2,623

5. Inventories
Inventories as of December �1, �006 and �005, consist of the following:
 Millions of Korean won 

  2006 2005

 Merchandise 16,047  1�,949

 Finished products 5�,199 57,�06

 Work-in-process 1�,�16 9,096

 Raw materials and supplies �7,41� �5,678

 Material-in-transit 4,7�6 �,7�9

  123,711 119,668

6. Investment Securities
Investment securities as of December �1, �006 and �005, consist of the following:
 Millions of Korean won 

  2006 2005

 Equity securities  4�,�65 �9,�6�

 Held-to-maturity securities  �,779 1,700

 Other investments  18,06� 1�,70�

  63,207 54,665
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Details of the amortization of the differences between the purchase costs and net book value of investments for the years ended 
December �1, �006 and �005 are as follows:

 Millions of Korean won

   2006

 January 1,2006 Increase Amortization Split Change in  December
  (Decrease)  (Spin-off) consolidation 31, 2006
      scope
 

Pacific Metals Co., Ltd. (1�9) - (55) - - (74)

AMOREPACIFIC Cosmetics (Shenyang) Co., Ltd. - - - - - -

AMOREPACIFIC (Hong Kong) Co., Limited. �60 - �� (��8) 1�0 1�0

Anhui Pacific Tea Co., Ltd. (�94) - (79) - - (�15)

          Total (263) - (102) (228) 130 (259)

 Millions of Korean won

  2005

 January 1, 2005 Increase (Decrease) Amortization December 31, 2005

 

Pacific Metals Co., Ltd. (184) - (55) (1�9)

AMOREPACIFIC Cosmetics (Shenyang) Co., Ltd. 5  - 5 -

AMOREPACIFIC (Hong Kong) Co., Limited. �90      - 1�0 �60

Anhui Pacific Tea Co., Ltd. - (�94) - (�94)

          Total 211         (394) 80 (263)

 

The summaries of financial information of the investees as of and for the year ended December �1, �006, follows:

 Millions of Korean won

 Total asset Total liability Sales Net income (loss)

PACIFIC Metals Co., Ltd.    58,6��         10,�00  49,��4 �7

BBDO Korea Co., Ltd. 44,990 �0,49� �1,460 �,�1�

Anhui Pacific Tea Co., Ltd. 1,451 11 699 ��

AMOREPACIFIC Cosmetics (Shenyang) Co., Ltd. 7,06� 7�1 �,457 ��7

Pacific Japan Co., Ltd. 1,698 6�9 8,895 55

Laneige Singapore Pte., Ltd. 595 �45 1,056 (790)

AMOREPACIFIC Taiwan Co., Ltd. 1,9�5 48� �,651 (1,096)

TAIWAN AMORE Co., Ltd. �,�15 514 4,76� 689

AMOREPACIFIC (Hong Kong) Co., Limited.  6,7�� �,685 �0,148 1,070

PT. Laneige Indonesia Pacific 541 �7� 4�9 (�0�)

AMOREPACIFIC Japan Co., Ltd. �,�8� 147 605 (�,8�8)

AMOREPACIFIC (THAILAND) LIMITED 640 �1� 1,17� (101)

AMOREPACIFIC RUS Co., Ltd. �9� - - -

LANEIGE MALAYSIA SDN., BHD. �5� - - -

          Total 131,409 46,831 113,670  506

Investments in equity method investees are valued based on the Controlling Company’s percentage of ownership on the date of the 
consolidated financial statement. The equity method valuation as of December �1, �006 and �005, consist of the following:

 Millions of Korean won

 Book value as of  Acquisition Dividends Gain(Loss) Increase Split Change in Book value
 January 1, 2006 (Disposal)  on Valuation (Decrease)  consolidation as of
     in Capital  scope December 
     Adjustment   31,2006 ¹

AMOREPACIFIC Corp. (Common) ² - 8�5,964 - 7,878 - - (84�,84�) -

AMOREPACIFIC Corp. (Preferred) ² - �0,8�6 - 688 - (�1,514) - -

Parfums eSpoir Corp. 1,099 (1,119) - 7 1� - - -

Pacific Metals Co., Ltd. 16,40� - (50) 67 (�48) - - 16,07�

BBDO Korea Inc. 4,177 - (810) 994 - - - 4,�61

Anhui Pacific tea Co., Ltd. 904 - - 97 (164) - - 8�7

AMOREPACIFIC Cosmetics (Shenyang) Co., Ltd. 6,��9 - - (15) - (6,�14) 6,��� 6,���

Pacific Japan Co., Ltd. ³ 1,107 - - 69 - (1,176) 1,059 1,059

Laneige Singapore Pte., Ltd. ³ 146 166 - (19�) - (119) �50 �50

AMOREPACIFIC Taiwan Co., Ltd. ³ 1,1�9 1,046 - (�09) - (1,866) 1,45� 1,45�

Taiwan AMORE Co., Ltd. ³ 1,�80 - - 70 - (1,�50) 1,�51 1,�51

AMOREPACIFIC (Hong Kong) Co., Limited. ³ 1,�50 - - �7 - (1,�77) 1,�41 1,�41

PT. Laneige Indonesia Pacific. ³ 59 - - (1�) - (47) 80 80

AMOREPACIFIC Japan Co., Ltd. ³ 1,�57 �,46� - (�51) - (�,�68) �,1�5 �,1�5

AMOREPACIFIC  (THAILAND) LIMITED ³ 144 - - 1 - (145) 98 98

AMOREPACIFIC RUS Co., Ltd. ³ - �9� - - - (�9�) �9� �9�

LANEIGE MALAYSIA SDN., BHD. ³ - - - - - - �5� �5�

          2006   35,284  869,637   (860)   9,018    (499) (47,466) (827,999)  37,114

          �005   �8,156 6,499  (1,761)  (1,9�4)  (758)       -   (4,918) �5,�84

¹   The valuation of equity securities was based on unaudited December �1, �006 financial statements. Any differences between the audited and 

unaudited financial statements are deemed immaterial to the above valuations.

²   The newly spun-off company which became a consolidated subsidiary.

³   Included as equity method investee as of December �1, �006, due to the acquisition of AMOREPACIFIC Corporation, but previously excluded due  

to spin-off.
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As of December �1, �006, a certain portion of the Company's property, plant and equipment is pledged as collateral for long-term and short-term 

borrowings from Woori Bank for up to a maximum of KRW 9,550 million.

The value of land on the posted prices issued by the local government in Korea for tax purposes amounted to KRW 485,�6� million (�005: KRW 

4��,094 million) as of December �1, �006.

As of December �1, �006, inventories, property and plant and equipment, except for land, are insured against fire and other casualty losses for up to 

KRW 784,68� million (�005: KRW 704,�19 million).

8. Intangible Assets
Changes in intangible assets for the year ended December �1, �006, consist of the following:

 Millions of Korean won

 Industrial Development Software Goodwill Others Negative Total
 rights cost    goodwill 

Balance as of January 1, �006  �,18�   5,9�5  1�,65�     -   484 (98,6�6) (76,�8�)

Change in consolidation scope �11 - (��8) - - - (17)

Acquisition 450 1,8�1 1,96� 58�,905 5�� - 587,671

Amortization �86 196 1,990 7�9 98 (474) �,9�5

Others - - - - (199) (�40) (4�9)

Balance as of December 31, 2006  3,457   7,570  12,398 582,166   709 (98,402) 507,898

9. Short-term Borrowings
Short-term borrowings as of December �1, �006 and �005, consist of the following:

 Millions of Korean won

  Annual
  Interest Rate (%) 

  December �1, �006 �006 �005

Foreign currency borrowings   

of EUR �0,79�,676 (�005 : EUR 7,095,�67)  5.64 22,030 8,510

As of December �1, �006, the consolidated subsidiary, AMOREPACIFIC Corp., has guaranteed the outstanding loan of AMOREPACIFIC Europe S.A.S., also 

a consolidated subsidiary, for the amount of EUR �7,801 thousand (equivalent to KRW ��,979 million).

The changes in valuation gains on long term investment securities recognized as capital adjustment for �006 and �005 are as follows:

 Millions of Korean won

 Gain (loss) on valuation of long term investment securities

 Beginning Increase Decrease Ending

Investment Securities (�09) - (�09)  -

Investments �6 6 - 4�

Treasury stock fund �,7�4 �,74� 1,�60 6,107

          2006 Total 3,451 3,749 1,051 6,149

          �005 Total (1,751) �,980 (1,���) �,451

7. Property, Plant and Equipment
Property, plant and equipment as of December �1, �006 and �005, consist of the following:

 Millions of Korean won

 2006

 Land ¹ Buildings  Machinery Vehicles Tools and  Construction Machinery Others Total
  and structures    fixtures in progress in transit

Balance as of January 1, �006 �9�,�40 19�,117   51,7�5   478  74,818 4,1�1 776  8,�84 6�4,679

Change in consolidation scope �84,56� 1�7,4�5 18,9�7 48� 76,0�5 9�,517 791 (1,7�1) 709,0�9

Acquisition �1,7�4 7,995 5,6�8 85 �0,759 7,568 176 8 7�,95�

Disposal (57) (178) (4�) (1) (1�0) - - (�) (411)

Transfer due to the demerger �0�,819 1�6,059 17,946 �54 7�,781 5,004 57� - 4�7,4�6

Reclassification - 85 1,9�4 - �,�15 (4,007) (�1�) 95 -

Depreciation - (4,841) (11,6�1) (1�1) (14,58�) - - (471) (�1,647)

Balance as of December �1, �006 504,761  196,554   48,605   669  85,���  95,�05    858  6,19� 9�8,167

Accumulated depreciation      -   72,034   86,186  2,044 214,912 - -  1,206 376,382

¹  Includes the KRW 1�4,5�� million in differences between the initial purchase price and the initial proportionate ownership in the net book value of 

AMOREPACIFC Corporation, which is recorded as land.

 Millions of Korean won

 2005

 Land Buildings  Machineries Vehicles Tools and Construction Others Total
  and structures   fixtures  in progress

  

Balance as of January 1, �005 �18,677   18�,149 �0,8�8 �01 6�,478 6,484 15� 50�,080

Change in consolidation scope (��0) 747 �,�67 1�5 - - - �,819

Succession due to merger 69,��� 14,580 4,5�� 40 55 �65 5,185 9�,970

Acquisition 6,050 4,808 9,966 4�9 41,��6 ��,855 4,57� 90,917

Disposal (1,�64) (�,760) (�,977) (5�) (�90) (1�) - (8,�55)

Transfer due to the demerger - 6,00� 18,616 - �,047 (�6,665) - -

Reclassification - (9,874) (11,�68) (�67) (�1,5�7) - (�,��1) (55,�67)

Depreciation (1�6) (�,5�5) (��9) � (171) �04 1,470 (1,�85)

Balance as of December �1, �005 �9�,�40   19�,117   51,7�5 478 74,818 4,1�1 9,060 6�4,679

Accumulated depreciation      -    63,923   70,394 2,126 180,142 - 667 317,252
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On October 9, �006, the Board of Directors approved the stock swap of the Controlling Company’s shares with the shares of new company, 

AMOREPACIFIC Corporation. On December 15, �006, the Controlling Company issued 4,411,197 common shares and �66,7�0 preferred shares in 

exchange for the AMOREPACIFIC Corporation’s 1,165,655 common shares and 1�4,�97 preferred shares.

13. Revaluation Surplus
In accordance with the Asset Revaluation Law, the Company revalued a substantial portion of its property, plant and equipment, on several dates. The 

revaluation increment of KRW 17�,887 million, net of revaluation taxes and income tax effect, was credited to revaluation surplus.

14. 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 �0 % 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. This reserve 

is not available for dividends until used for the specified purpose or otherwise reversed.

15. 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 �1, �006, the Controlling Company retained 1�,461 treasury shares with a book value of KRW 18,948 million, treasury stock of KRW 

1,11� million and investment securities of KRW 17,8�6 million (�005: ��,879 treasury shares with a book value of KRW 16,596 million, treasury 

stock of KRW �,671 million and investment securities of KRW 1�,9�5 million) as beneficiary certificates purchased representing investments of the 

Controlling Company in its own shares. The difference between acquisition cost and fair value of the beneficiary certificates is recorded as loss on 

disposal of treasury stock. In addition, as of December �1, �006, the Controlling Company retained 96,55� treasury shares valued at KRW 9,781 million 

(�005: �54,750 treasury shares valued at KRW �1,5�4 million) in specified money trust. Also, the Company retained as of December �1, �006, 454,950 

common shares and 16, 989 preferred shares valued at KRW 1��,549 million (�005: 1,191,�64 common shares and 4�,167 preferred shares valued at 

KRW �96,109 million).

16. Income Tax
Income tax expenses for the years ended December �1, �006 and �005, consist of the following:
 Millions of Korean won

  2006 2005

 Current income taxes under the tax law 5�,468 76,116

 Changes in deferred income tax assets and liabilities (5,5�9)  4,804

 Income tax directly added to shareholders’ equity (�,881) (�,0��)

 Others -  �,01�

  45,048 80,899

10. Accrued Severance Benefits
Changes in accrued severance benefits for the years ended December �1, �006 and �005, consist of the following:

 Millions of Korean won

  2006 2005

 Balance at the beginning of the year 10�,4�� 95,760

 Changes in consolidation scope 1,81� -

 Increase 1�,894 �5,40�

 Decrease (1�,644) (17,7�0)

  105,495 10�,4��

 Deposits with the National Pension Fund (1,678) (�,07�)

 Severance insurance deposits (7�,991) (78,�18)

  30,826 23,142 

11. Commitments and Contingencies
The Company has bank overdraft agreements with Woori bank amounting to KRW 1�,700 million as of December �1, �006. As of December �1, �006, 

the Company also has agreements with Woori bank to discount account receivable up to a maximum of KRW 40,000 million. As of December �1, �006, 

the unmatured balance of discounted account receivable is KRW 1,9�1 million. Also, the Company opened letters of credit totaling US $6,600 thousand 

with Woori bank.

In October �00�, Pacificglas, Inc. and the Controlling Company entered into an agreement with the government of Osan City, Gyeonggi Province, to 

purchase certain land. As part of the said agreement, Pacificglas, Inc. paid KRW 11,�00 million to the said city. The amount is now recorded as long-

term advance payment in the Controlling Company’s accounts due to the merger with Pacificglas, Inc.

As of December �1, �006, the Company is provided with guarantees by Seoul Guarantee Insurance amounting to KRW 7,�17 million for deposit money 

guarantee and other required deposits.

As approved by the Board of Directors on February �0, �004, the Company entered into a technical tie-up agreement with Schwarz Pharma 

AG(Germany) to provide technology on the PCT/KR01/01407 patent. The Company has received EUR �,�50 thousand for the technology transfer and 

will an additional EUR 107,500 thousand as royalties depending on the sales of the product.

In �006, the Company entered into a purchase agreement for a property along Hangang-ro, Yongsan-gu in Seoul. Amounts paid as of December �1, 

�006, include KRW 45,955 million for the land, KRW �,966 million for the building, and KRW 86,07� million representing construction-in-progress, for 

a total of KRW 1�4,99� million. Remaining unpaid balance amounts to KRW 5,888 million.

On July �5, �006, the Company entered into an agreement with Yangbaek Development Co., Ltd. to sell its land in Osan and the total received amount 

of KRW 8�,971 million has been recorded as long-term advance receipts. Also, the land is pledged and trusted by Korea Real Estate Investment Trust 

Co., Ltd. for the loan of Yangbaek Development Co., Ltd.

12. Shareholders’ Equity
The changes in Controlling Company’s equity are as follows:
 Millions of Korean won

   Common stock equity Preferred stock equity Retained capital Total

 �006.1.1 Beginning 47,069 8,501 504,56� 560,1��

 �006.6.1 Demerger (�9,��9) (5,�79) (�04,861) (��9,�69)

 �006.1�.18 Investment ��,055 1,��� 548,064 571,45�

 �006.1�.�1 Ending 39,895 4,555 847,766 892,216
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17. Earnings Per Share
Basic ordinary income per share and basic earnings per share for the years ended December �1, �006 and �005, are calculated as 
follows:

  2006 2005

 Ordinary income and net income 1��,0�6 million 16�,605 million

 Deduction: Preferred stock dividends 1,149 million 5,054 million

 Basic Ordinary income and earning  

 available for common stock 1�1,877 million 158,551 million

 Weighted average number of shares 5,�67,408 shares 8,�10,980 shares

 Basic ordinary income per share

 and earning per share 23,138        19,310

  There are no outstanding convertible bonds or other dilutive securities as of December �1, �006 and �005. Accordingly, basic 

earnings per share and ordinary income per share are identical to fully diluted earnings per share and ordinary income per share.

18. Dividends
The dividends, dividend yield ratio and dividend payout ratio of the Controlling Company for the years ended December �1, �006 and 

�005, were calculated as follows:

• Calculation of Dividends
 Millions of Korean won

  2006  2005

 Common shares Preferred shares 1 Preferred shares � Common shares Preferred shares

Shares issued 7,415,1�5 shares 6�7,�88 shares �66,7�0 shares 7,9�4,757 shares 1,656,99� shares

Dividend per share 1,�50 1,�00 1,�50  �,000 �,050

Ratio �5% �6%  �5%  60% 61%

Dividend amount  9,268,918,750   815,604,400  333,400,000 23,804,271,000 5,053,828,650

• Dividend Yield Ratio

  2006  2005

 Common shares Preferred shares 1 Preferred shares � Common shares Preferred shares

Dividend per share 1,�50       1,�00        1,�50     �,000     �,050

Market value at the end of the year 170,000 7�,100 10�,500 �16,000 180,000

Dividend yield ratio 0.74% 1.78% 1.22% 0.95% 1.69%

• Dividend Payout Ratio

  2006 2005

 Dividends   10,418 million   �8,858 million

 Net income 118,985 million 165,0�8 million

 Dividend payout ratio 8.8% 17.49%

The changes in deferred income tax assets and liabilities are as follows:
 Millions of Korean won

  2006 2005

 Beginning balance of the tax effect of temporary differences (1�6,057) (4�,776)

 Changes in deferred income tax assets and liabilities 5,5�9  (4,804)

 The effect of changes in consolidation scope, etc. 16,590 (77,477)

 Ending balance of the tax effect of temporary differences (103,928) (126,057)

The reconciliation between income before income tax expense and the taxable income for the years ended December �1, �006 and 

�005, follows:

 Millions of Korean won

  2006 2005

 Income before income tax expenses 171,977  �50,��8

 Differences added to income:  

        Temporary differences 65,684  149,�17

        Non temporary differences 19,0�6  �4�,559

  84,720  391,776

 Differences deducted from income:  

        Temporary differences 56,477  �6�,49�

        Non temporary differences �,785  �1,146

  60,�6�  �9�,6�9

 Taxable income 196,435  248,475

The changes in temporary differences for the years ended December �1, �006 and �005, are as follows:

 Millions of Korean won

 Beginning Change in Increase Decrease Ending Deferred income Deferred income
  Balance consolidation   Balance tax asset  tax asset
  scope    (liabilities) (liabilities)
      current Non-current

Reserve for technical development (6�,18�) 59,08� (�00) (�,567) (7��) (156) (46)

Reserve for loss (46,97�) �7,67� - (�,�00) (7,100) (85�) (1,100)

Allowance for doubtful account 1,041 �45 �,050 1,566 1,870 464 50

Allowance for expected sales return 17,101 1�,180 �0,�46 44,1�4 15,50� - 4,�6�

Allowance for land (15,087) (1) - (5,0�0) (10,058) - (�,766)

Accrued severance benefits �50 - 415 94 571 - 157

Investment securities �,770 (�,805) (1,�54) (1) (1,�88) - (�8�)

Negative goodwill 98,6�6 (98,6�6) - - - - -

Investment using the equity method 40,479 (191,667) - 46,461 (197,649) - (6�,75�)

Treasury stock (�99,8�0) 191,667 - - (108,15�) - (�9,74�)

Others (57,70�) (45,��0) �4,570 (�8,�1�) (40,�41) (5,�45) (5,8�0)

          2006 Total (322,488) (37,482)   55,827  43,235 (347,377) (5,790)  (98,138)

          �005 Total (174,791)      - (180,464) (��,767) (���,488)  (5,�1�) (110,597)

The statutory income tax rate applicable to the Controlling Company, including resident tax surcharges, is approximately �7.5%. However, as a result of 

tax reconciliation, tax credits and other items, the effective tax rate of the Company is �6.19% (�005: ��.�%) for the year ended December �1, �006.
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21. Contributions to Society
The contributions to society made by the Controlling Company for the years ended December �1, �006 and �005, are as follows:
 Millions of Korean won

   2006 2005

 Facilities for rehabilitants �69 900

 Contribution to educational institutions - 1,640

 Others 1,61� 1,576

  1,881   4,116

  The Controlling Company provides loans to employees for rent or housing as well as subsidies for the employees’ children’s education 

expenses.

22. Environmental Policy
In relation to the activities of manufacturing skin care and other products, the Controlling Company has focused on the management system to 

evaluate, manage and improve environmental conditions. As a result, the Controlling Company received the ISO 14001 certificate.

The expenditures for environmental improvement of the Controlling Company amounted to KRW 709 million (�005: KRW 1,999 million) for the year 

ended December �1, �006.

23. Training and Recruiting Expenses
The expenses of the Controlling Company for training and recruiting employees amounted to KRW �,099 million (�005: KRW 4,566 million) for the 

year ended December �1, �006.

24. Segment Information
Financial information on industry segments for the years ended December �1, �006 and �005, are as follows:

 Millions of Korean won

 Manufacturing and  Others  Consolidating Total
 marketing of cosmetics     Adjustment 

 20 06 2005 2006 2005 2006 2005 2006 2005

Sales 588,988 1,�18,517  �17,485  196,48�  (�7,147)  (6�,8��)   779,��6 1,�51,177

Inter-segment sales (16,�0�) (�6,070) (10,944) (�7,75�) �7,147 6�,8�� - -

Sales, net 57�,785 1,18�,447  �06,541   168,7�0      -      -   779,��6 1,�51,177

Operating income  111,161   189,9�8   �8,958    �6,6�5    5,741    �,�7�   145,860 �18,9�6

Total assets �,668,578 1,46�,179   84,67�   �84,474 (���,849) (�79,66�)  �,4�9,40� 1,467,990

25. Geographical Segment Information
Sales by geographical segment for the years ended December �1, �006 and �005, are as follows:
 Millions of Korean won

 Korea  Others Consolidating Total

 2006 2005   Adjustment

 Domestic Export Domestic Export 2006 2005 2006 2005 2006 2005

Sales 757,860 �0,190 1,�01,74� ��,�14  �8,4��  81,40�  (�7,147)  (6�,8��)   779,��6 1,�51,177

Inter-segment sales  (�5,867)  (54,517) (1,�80) (9,�05) �7,147 6�,8�� - -

Sales, net  75�,18�     1,�79,440  �7,14�  71,7�7       -       -   779,��6 1,�51,177

Operating income    14�,799       ��0,1�9  (�,680) (1�,576)    5,741    �,�7�   145,860 �18,9�6

Total assets   �,619,�08     1,6��,074  1�4,04� 115,581 (���,849) (�79,665) �,4�9,40� 1,467,990

19. Intercompany Transactions
For the years ended December �1, �006 and �005, significant intercompany transactions, which have been eliminated during 
consolidation, are summarized as follows:

 Millions of Korean won

Seller Buyer Sales Purchases Receivables Payables

PACIFIC Corporation AMOREPACIFIC Corporation - - �,��7 -

 PACIFICPHARMA Corporation 1,�69 9,67� �4� �96

 Etude Corporation 8,707 496 �9 -

 AMOS Professional Corp. �,5�5 - �4 164

 AMOREPACIFIC Europe S.A.S. 8� 1,�80 - -

 AMOREPACIFIC Cosmetics (USA) Inc. 850 - - -

 AMOREPACIFIC Cosmetics (Shanghai) Co., Ltd. �,�6� - - -

AMOREPACIFIC Corporation PACIFICPHARMA Corporation - - �0� 1,707

 Etude Corporation - - 5,818 91

 AMOS Professional Corp. - - 89� 45

 AMOREPACIFIC Europe S.A.S. - - 1� -

 AMOREPACIFIC Cosmetics (USA) Inc. - - 541 -

 AMOREPACIFIC Cosmetics (Shanghai) Co., Ltd. - - 184 -

 AMOREPACIFIC Trading Co., Ltd. - - 7,084 -

                      2006 15,697 11,449 17,557 2,303

                      �005 4�,16� �0,659 1�,705 1,601

As of December �1, �006 and �005, the outstanding balances of guarantees that are provided between the consolidated companies 

are as follows:
 Millions of Korean won

Sales  Subsidiary 2006 2005 Description

PACIFIC Corporation AMOREPACIFIC Europe S.A.S. - �9,960 Financing

AMOREPACIFIC Corporation AMOREPACIFIC Europe S.A.S. ��,979 - Financing

20. Related Party Transactions
Significant transactions that occurred in the ordinary course of business with related companies for the years ended December �1, 
�006 and �005, are summarized as follows:
 Millions of Korean won

  Sales Purchases Receivables Payables

Subsidiaries not included in consolidation 

 PACIFIC Corporation¹ 1�,618 1�1 - -

 Parfums eSpoir Corp. 714 185 - -

 Others 6,881 �,408 - �0�

Equity method investment 

 BBDO Korea Inc. 458 �,804 1 198

Other related party 

 Taeshin Inpack Corporation - 17,�9� - -

          2006 21,671 22,811 1 401

          �005 9,477 7�,04� �,490 6,��8

¹ Represents transaction before the company was included in the consolidation.
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26. Demerger
As approved by the Board of Directors on March 15, �006, and the shareholders on April �7, �006, the Controlling Company split off on June 1, �006, 

its operating division to create a new company, AMOREPACIFIC Corporation, in accordance with Article 5�0, Sections � to 1� of the Commercial Code 

of Korea. The new split off company AMOREPACIFIC Corporation is engaged in manufacturing, marketing and trading of cosmetics, personal care and 

related products.

As approved by the shareholders on April �7, �006, the assets and liabilities transferred to the new company included employees and their severance 

benefits and other rights and obligations of the split off divisions as of the demerger date.

The summary of financial information of the split off divisions for the year ended December �1, �005, and for the period from January 1, 
�006 to May 1, �006, follows:
 Millions of Korean won

  January 1, 2006 January 1, 2005
  ~ May 31, 2006 ~ December 31, 2005

 Assets 944,664 1,084,079

 Liabilities �01,578 �1�,646

 Sales 561,505 1,166,500

 Operating profit 1�5,94� �18,��8

 Non-operating revenue 15,074 �4,187

 Non-operating expenses 9,�75 �9,7�8

 Income before income tax 141,74�  ���,677

• Loss on Capital reduction

  Due to the decrease in capital from the demerger on June 1, �006, loss on capital reduction of KRW 507,841 million was recognized. This loss is 

expected to be appropriated with retained earnings and capital surplus.

27. Supplemental Cash Flow Information
Significant transactions not involving the inflow or outflow of cash and cash equivalents for the years ended December �1, �006 and 

�005, are as follows:
 Millions of Korean won

  2006 2005

 Reclassification to property, plant and equipment from

    construction in progress   1,79�   �,574

 Appropriation of long-term investment security valuation loss �,698 �,9��

 Appropriation of gain on sale of treasury stock - 1,100

 Appropriation of loss on inventories - 1,115

28. 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 KRW 9�9.60 

per US$1.00 and KRW 101�.00 per US$1.00, the exchange rates for the years ended December �1, �006 and �005, 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 have been, could be converted into U.S dollars at those or any other rates.
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Overseas Network

FRANCE AMOREPACIFIC Europe S.A.S.

  1, Avenue Nicolas Conté-ZAC Le Jardin d'Entreprises �8000 

CHARTRES, France

 TEL : ��-�-�7-88-7�-7�  •  FAX : ��-�-�7-88-7�-0�

 

FRANCE Pacific Creation S.A.S.

 6, 8 rue Caroline 75017 PARIS, France

 TEL : ��-1-44-70-40-40  •  FAX : ��-1-44-70-40-01

 

CHINA AMOREPACIFIC Cosmetics (Shanghai) Co., Ltd.

 �8�,Yumin Road Malu Town, Jiading District, Shanghai, China 

 TEL : 86-�1-5910-0685  •  FAX : 86-�1-5910-0�99

 

CHINA  AMOREPACIFIC Cosmetics (Shenyang) Co., Ltd.

  #��, Huahai Road, Shenyang Economic & Technological 

Development Zone, Shenyang, China

 TEL : 86-�4-�5�6-756�  •  FAX : 86-�4-�581-��77

 

USA  AMOREPACIFIC, Inc.

 1�8 Spring Street, �rd Floor, New York, NY 1001�, U.S.A.

 TEL : 1-�1�-9�5-�0�0  •  FAX : 1-�1�-9�5-�660

 

USA AMOREPACIFIC Cosmetics (USA), Inc.

 1�0 Commerce RD. Carlstadt, NJ 0707�, U.S.A.

 �610 West Olympic Blvd. Los Angeles, CA 90006, U.S.A.

 TEL : 1-�01-4�8-8989(NJ)  •  1-�1�-9�7-1170 (LA)

 FAX : 1-�01-4�8-0505(NJ)  •  1-�1�-9�7-1171 (LA) 

 

JAPAN AMOREPACIFIC Japan Co., Ltd. / Pacific Japan Co., Ltd.

  9F Shiroyama Trust Tower, 4-�-1 Toranomon Minato-Ku, 

Tokyo, Japan 105-6009

 TEL : 81-�-5776-�700 / 81-�-�4�1-6641

 FAX : 81-�-5776-�710 / 81-�-�4�1-6650

 

TAIWAN AMOREPACIFIC Taiwan Co., Ltd.

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

 TEL : 886-�-�7�9-7��8  •  FAX : 886-�-�7�9-94�9

 

SINGAPORE LANEIGE Singapore Pte., Ltd

 541 Orchard Road #19-04, Liat Tower, Singapore ��8881

 TEL : 65-67�7-4988  •  FAX : 65-67�7-�778

 

MALAYSIA LANEIGE Malaysia SDN. BHD.

  Level 15-� Faber Imperial Court, Jalan Sultan Ismail, P.O. Box 

1���7 50774 Kuala Lumpur, Malaysia

 TEL : 60�-��61-4061  •  FAX : 60�-��61-4064

 

RUSSIA AMOREPACIFIC RUS Co., Ltd.

  Moscow, Shabolovka street �1, bld.Б, entrance �, floor 6, 

office №600 Russia

 TEL : 7-495-790-7945 / 7946

 FAX : 7-495-790-7945 / 7946


