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The spirit of



AMOREPACIFIC was founded in 1945 with the desire and dedication to create beauty and long-lasting health that melds sci-

entific innovation with the insights and traditions of the past. The company has continued to grow by leaps and bounds

through steadfast adherence to this commitment. As Korea's undisputed leader in the field of cosmetics, AMOREPACIFIC is

now concentrating its technological expertise and competitive strengths to realize its long-term vision-gaining prominence

for the AMOREPACIFIC brand worldwide. This vision is already becoming a reality. As a maturing regional leader, 

AMOREPACIFIC has penetrated numerous Asian markets. In France, our fragrances, including the wildly successful Lolita

Lempicka, continue to charm new and loyal customers. By offering clients and consumers quality products and a devotion to

service, all part of an entrenched management philosophy, the company's plan to expand globally continues unwaveringly.
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•  C E O  M e s s a g e  •

Greetings and thank you for your interest in AMOREPACIFIC. 

In fiscal year 2002, AMOREPACIFIC solidified its position as a leader in the Korean cosmetics industry while

simultaneously carrying out numerous innovative and revolutionary programs.

During the year, we focused efforts to manufacture products in accordance with the highest degree of

excellence, to strengthen our cost reduction programs and to improve productivity and efficiency through-

out our enterprise. More than 500 product development employees, including 250 research personnel, are

working diligently to provide clients and consumers greater value. At the same time, we have completed an

upgrade to our manufacturing systems to make production more flexible and able to respond quickly to the

fast-moving cosmetics industry and further refine product quality. 

T o w a r d  a  s t r o n g  b r a n d  c o m p a n y  
f r o m  p r e s e n t  t o  f u t u r e
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Sales for the year, heavily supported by beauty consultant sales door-to-door and in department stores,

resulted in total sales of 716.5 billion KRW, a 20.2 percent increase over the previous year. Personal care

volume totaled 163.8 billion KRW, while sales of our Sulloc Cha green tea grew 14 percent to 68.1 billion

KRW. As a result of intensive efforts to improve efficiency, profits on sales reached 206 billion KRW for the

year, an increase of 16.7 billion KRW compared to the previous year.

In overseas operations -- which we began to localize in the mid-1990s -- sales of Lolita Lempicka fragrance

grew 17 percent for the year to US$34 million as the company stepped into position as the fourth largest

fragrance retailer in France with a 2.6 percent market share. Additionally, through our total cost reduction

(TCR) initiative, our Chinese subsidiary in Shenyang delivered operating income of 12 percent. In Shanghai

we constructed a new cosmetics plant and began operations of the Laneige brand. We also began prepara-

tions in New York to further promote AMOREPACIFIC as a global brand.

During 2002, three of our brands surpassed the milestone of 100 billion KRW in sales. Hera leads the list

with 255.2 billion KRW in sales, followed by Sulwhasoo with 244.7 billion KRW and Iope with 117 billion

KRW. Together, these three brands accounted for 54.1 percent of total AMOREPACIFIC sales in cosmetics

business.

A M O R E P A C I F I C  O N  T H E  M O V E  
In other developments during the year, the company introduced a new Enterprise Resource Planning (ERP)

system in June to meet client needs and respond to market changes faster and more efficiently. The com-

pany plans to aggressively pursue expansion of these innovative system management programs.

In keeping with AMOREPACIFIC's vision of becoming a dominant brand in the beauty and health industry, we

are aiming for the ranks of the top 10 global cosmetics companies. In Korea, our goal is to become the

number one personal care manufacturer. At the same time, we remain committed to maintaining our lead-

ership in providing culturally based, quality products such as Sulloc Cha.

Meeting these goals will require a company-wide strategy toward improving total client and consumer sat-

isfaction, globalizing business activities, increasing profitability and achieving long-term growth. As we

move toward the goal of global competitiveness, we will continue to promote strong products, reduce costs,

strengthen retail systems and improve automation.

In obedience to the will of AMOREPACIFIC's founder, the late Chairman Sung-Whan Suh, we will continue to

concentrate total efforts on the corporate business of "Beauty and Health," and to contribute to a higher

quality of life through managerial programs aimed at total client and consumer satisfaction.

Thank you.

Kyung-Bae Suh
P r e s i d e n t  a n d  C E O
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AMOREPACIFIC was able to overcome sudden stagnation in the domestic economy during the second half of 2002 with over-

all favorable results for the fiscal year. Total sales increased 15.3 percent over the previous year to reach nearly 1,279 bil-

lion KRW. Operating income grew 16.7 billion KRW to 206 billion KRW.

A surge in door-to-door and department store sales combined with an increase in the number of prestige-priced products

drove this stellar performance. Green tea sales and supermarket distribution also rose by 14 percent and 16.7 percent,

respectively, to further boost overall growth.

For the year 2003, we aim to further balance growth across product lines and boost profitability throughout our various

sales channels. 

Solid and Timeless Promise
f r o m  p r e s e n t  t o  f u t u r e  

•  F i n a n c i a l  H i g h l i g h t s  •
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P E R S O N A L  C A R E  N O . 1  I N  K O R E A

D A - W A N G   M A S T E R  O F  T H E  T E A S;

R E A C H I N G  F O R  T H E  G L O B A L  T O P  1 0

An exciting evolution is underway at AMOREPACIFIC. 
The company is growing from a local market leader into a regional

cosmetics and health specialist in Asia while reaching ever forward to
join the list of the world's top 10 cosmetics firms. 

The goal is already within reach. 
Last year, WWD(Women’s Wear Daily) ranked AMOREPACIFIC 

the world's 27th largest cosmetics maker. 
By 2005, AMOREPACIFIC expects to be well established 
among the top 20 and among the top 10 ten years later. 

The strategy to enhance growth and profitability includes making 
AMOREPACIFIC the number one maker of quality personal care products in
Korea with a particular focus on hair care and oral hygiene. 
AMOREPACIFIC expects to reach the position as personal care leader in the
domestic market through simple, concentrated branding efforts.

AMOREPACIFIC's Sulloc Cha holds a commanding 54.4 percent of the
domestic retail green tea market. Not satisfied to rest on these laurels,
AMOREPACIFIC will continue to solidify the steady supply of quality leaves
and further improve flavor. As sales of green tea increase, the market has
become flooded with lesser quality products. AMOREPACIFIC remains
committed to keeping pace with increasing demands while maintaining our
high standards for quality green tea.
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•  C o r p o r a t e  S t r a t e g y  •

AMOREPACIFIC approaches everything from the standpoint

of customer need. By providing quality products and services

that meets those needs, the company contributes to a more

rewarding life for all. 

This respect for the consumer is the number one reason for

AMOREPACIFIC's rapid growth. For example, AMOREPACIF-

IC has been promoting Customer Relationship Management

(CRM) in department stores to such an enthusiastic

response that sales increased in those stores by more than

30 percent along with overall market share.

Another customer-centric service is in effect at "The Amore"

service center in Seoul's downtown Myeongdong and

Yeouido section. The center dedicates itself to serving those

who want to learn more about the science and effective use

of cosmetics.

Enhancing knowledge also lies behind the O'Sulloc Museum,

which opened in September 2001, to celebrate the culture of

tea in Korea. Located on the semi-tropical island of Jejudo,

the museum has become a popular tourist destination.

Visitors to the museum can view exhibitions on the history

and other aspects of tea culture in Korea, and attend period-

ic seminars and other events for popular enjoyment.

AMOREPACIFIC also won distinction in 2002 when it

reached No.1 on the Korea Management

Association Consulting's Korean Customer

Satisfaction Index. The company's cosmetics

led in such categories as consumer's desire

to purchase again, level of skin care nutri-

ents, accessibility in the market and company

credibility.

AMOREPACIFIC

approaches everything 

from the standpoint of customer need.

Satisfaction
Consumer
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'The Amore', service center in

Myeongdong, Seoul. This center dedicates

itself to serving those who have a great

interest in learning more about cosmetics.

-

O'Sulloc Museum celebrates the culture of

tea in Jejudo. This museum has become a

popular tourist destination.



•  C o r p o r a t e  S t r a t e g y  •

In order to accomplish its long-term management goals,

AMOREPACIFIC must expand with the cosmetics and per-

sonal care market. As part of this process, the company

aims to lift overseas sales up to 30 percent of total sales.

The launching pads for this growth are located in France,

where sales of such premium brands as the fragrances

Lolita Lempicka and Castelbajac continue to accelerate, and

in China and other Asian countries, where Laneige hovers

close to leadership positions.

The Shenyang plant in China is currently supplying

AMOREPACIFIC products to specialty and department stores

at Shenyang, Changchun and Harbin in northeastern China.

The Shanghai plant began local production of the Laneige

brand in July, 2002, and the brand was introduced at leading

Shanghai department stores the following September.

In 1997, in partnership with the noted fashion designer Lolita

Lempicka, AMOREPACIFIC introduced its Lolita Lempicka

fragrance to the French market, setting a solid foundation

for European distribution. In 2001, Lolita Lempicka took a 2.2

percent share of the French fragrance market. The following

year, market share grew to 2.6 percent and ranked fourth

overall in the market. The introduction of Castelbajac in 2001

also made a respectable start. 

The company has now set its sights on New York, the fashion

business capital, where AMOREPACIFIC will make its official

commercial debut in April, 2003.

Globalization

AMOREPACIFIC aims 

to lift overseas sales 

up to 30 percent of total sales.

• 1 2



1 3 •

AMOREPACIFIC, the global brand will be

introduced in April 2003 in New York.

-

AMOREPACIFIC completed its new

Shanghai production plant in July.

1978.04.18::Amorepacific Cosmetics (USA), Inc.

1978.06.01::Amorepacific Japan Co., Ltd.

1989.06.23::Taiwan Amore Co., Ltd.

1990.09.26::Pacific Europe S.A.

1993.12.31::Amorepacific Cosmetics (Shenyang) Co., Ltd.

2000.11.24::Amorepacific Cosmetics (Shanghai) Co., Ltd.

2002.05.10::Amorepacific, Inc.



•  C o r p o r a t e  S t r a t e g y  •

As its global presence expands, AMOREPACIFIC demon-

strates its commitment to beauty and health through distin-

guished products and services and technical expertise.  Our

focus is on top quality, value-added products for the prestige

market. Our growing reputation for excellence is the direct

result of one-to-one customer contact via door-to-door

sales and department stores, through which sales increase

up to 30 percent a year. 

Internally, the company has streamlined manufacturing and

sales processes to reduce costs and boost competitiveness

with global leaders. This 10-year process has vastly

improved profitability.

Financially, the company has upgraded all investment and

asset management systems by implementing a simultane-

ous cash flow and profit/loss accounting program. This

increases the company's potential for rapid globalization of

operations. 

Looking forward, the company continues to make significant

investments in research and development, automated logis-

tics and production facility improvement. Each factor con-

tributes to the ability to create an unending flow of superior

beauty and health products.

Increasing
Profitability
Our focus is on top quality, 

value-added products for the prestige market.

• 1 4
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Through department store sales, the

company's profitability is growing.

-

The company makes large investments

into R & D, automated logistic, and

upgrading of production facilities.
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•  C o r p o r a t e  S t r a t e g y  •

The key to sustainable growth is brand longevity. This path

begins by first paying attention to what will satisfy customer

needs, then developing the formula that matches that need.

The result is long-term corporate success and growth. To

make these concepts into reality, AMOREPACIFIC calls on

resources worldwide to complement in-house efforts

toward developing high quality design, packaging and

services. 

To develop mega products that can sustain market

share for the long run, AMOREPACIFIC creates

brands to serve a variety of consumer segments.

Within each leading brand also lies the ability

to respond quickly to shifting consumer

tastes and fluctuating markets with innova-

tive products. Products are made at the

lowest possible cost without sacrificing the

company's standards for quality.

Like its customers, stockholder needs and

expectations command center stage with

AMOREPACIFIC management as it fervently

strives for greater global positioning. Through dis-

tinctive products of excellence that propel us into a

competitively strengthened position against world-class

competitors, we look forward to providing complete satisfac-

tion to our stockholders as well as to consumers.

Sustainable
Growth
AMOREPACIFIC creates brands 

to serve a variety of consumer segments.
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AMOREPACIFIC conducts global sourcing

to complement its own in-house efforts in

developing high quality design, packaging

and services.

-

AMOREPACIFIC won the Presidential Prize

in the "Korea Design Management

Awards" sponsored by the Korean

government and the Korea Institute of

Design Promotion.
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With a founding philosophy of "Technology First," AMOREPACIFIC pours

immense resources into the development of new technology to propel corporate

growth. 

Having established a solid record of scientific expertise and maximally productive

research, the AMOREPACIFIC R&D Center was designated a "National Research

Lab" by the Korean government in 2000, a welcome validation of our technical

excellence.

More than 250 researchers at our center pour their efforts into such areas as

nanotechnology, bioengineering, skin care and skin-related genetic research. In

particular, our Nanotech Research Team has developed retinol stabilization tech-

nology that uses a liquid-crystal association stabilization system (LASS). Patent

applications are pending in both domestic and international markets. 

LASS technology applies physics and surface chemistry theories to deliver bal-

anced distribution of retinol through a nano liquid structure. This process iso-

lates unstable factors while simultaneously providing gradual and controlled

release of retinol for maximum skin protection. An exciting breakthrough, LASS

technology will be widely applied to help stabilize a variety of skin care ingredi-

ents. 

Further recognition of the AMOREPACIFIC R&D Center came from the Ministry of

Science and Technology and the Korea Industrial Technology Association, which

honored the company last September with the Excellent Korea Technology Mark

of Approval. The award recognized the company's process for stabilizing bioactive

compounds via conjugation with 3-aminopropanephosphoric acid and applying

this technology to the nanoemulsion system of tocopherol acetate, which pro-

motes absorption through oral mucous membranes.

AMOREPACIFIC pours immense resources into the

development of new technology to propel corporate

growth.

•  O u r  C o m p e t i t i v e n e s s  •

D e v e l o p m e n t
R e s e a r c h  &

*Researchers, Ph.Ds, Ph.D Ratio vs

Total Researchers

*Number of Registered Patents

(accumulated)

’00 ’01 ’02

250

175

100

Total Researchers

Ph.Ds, Ph.D Ratio

12.2% 12.2%

13.7%

196
205 226

’00 ’01 ’02

700

600

500

578
601

659

• •
•

’00 ’01 ’02

35

25

15

24 25

31
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•  M o r e  t h a n  2 5 0  r e s e a r c h e r s  a t  o u r  c e n t e r  p o u r  t h e i r  e f f o r t s  i n t o  s u c h

a r e a s  a s  n a n o t e c h n o l o g y ,  b i o e n g i n e e r i n g ,  s k i n  c a r e  a n d  s k i n - r e l a t e d

g e n e t i c  r e s e a r c h .
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The Korea Best Company Image Survey, whose aim is to discover and encourage

companies that have outstanding brand images, selected AMOREPACIFIC as the

No. 1 company in the field of cosmetics for the third consecutive year. In March

2002, the Korea Management Association Consulting, in its brand power survey

(K-BPI), ranked Sulwhasoo and Odyssey as the No. 1 female and male cosmetics,

respectively.

Sulwhasoo and Hera rank high among AMOREPACIFIC's leading brands. Each

accounts for more than 200 billion KRW in sales each year, while Iope scored

more than 100 billion KRW in sales in 2002.

Laneige has been a particular success story. Just two years after its introduction

in 1994, the brand hit its first 100 billion KRW in sales in 1996. With construction

of the Shanghai production plant complete, Laneige is now marketed in leading

department stores in Shanghai to further position the brand as a long-term win-

ner throughout Asia. 

Brand imaging will be the keystone to AMOREPACIFIC's successful global mar-

keting and emergence as a truly world-class cosmetics company.

Brand imaging will be the keystone to AMOREPACIFIC’s

successful global marketing and emergence as a truly

world-class cosmetics company.

•  O u r  C o m p e t i t i v e n e s s  •

B r a n d  M a n a g e m e n t
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•  T h e  K o r e a  B e s t  C o m p a n y  I m a g e  S u r v e y  s e l e c t e d  A M O R E P A C I F I C  a s  t h e

N O . 1  c o m p a n y  i n  t h e  f i e l d  o f  c o s m e t i c s  f o r  t h e  t h i r d  c o n s e c u t i v e  y e a r .
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STRONG PRODUCTS
To meet new trends and shifting customer demand, AMOREPACIFIC has fostered

development of premium products, particularly those designed to address skin

sensitivity and skin types. This work adds to the company's growing data base of

patents every year. 

Keeping the product pipeline busy with new developments requires intense devo-

tion to research. At AMOREPACIFIC, this effort has resulted in great strides

toward better understanding of skin function, whitening agents, timed release

formulas and other dermatological challenges. Similar research concentrates on

consumer attitudes, product usage and skin care concerns to better guide devel-

opment initiatives. 

TCR
Improving efficiency has been a central internal focus at AMOREPACIFIC for

more than 10 years. In 1992, the company began an enterprise-wide manage-

ment campaign called "MASTER21," or Man, Machinery and Space Technology

Efficiency Revolution 21st Century. This effort eventually evolved to spawn the

TCR initiatives. The first, "Total Cost Reduction," was introduced in 1995, followed

by "Total Creative Revolution" in 1998. Both have resulted in cost savings of 18

billion KRW in 2001 and 28.5 billion KRW in 2002. In 1999, the company moved

even further to enhance productivity by developing its own unique production sys-

tem with major changes in production layouts and processes.

By consistently applying revolutionary approaches to products and processes,

AMOREPACIFIC has demonstrated world-class cost reduction programs that

increase competitiveness.

STRENGTHENED RETAILING SYSTEMS
Due to rapid changes in domestic distribution and the entry of foreign companies

to the local Korean market, staying competitive means keeping sales and display

systems fresh and current. Equipping front-line sales staff with the right tools

strengthens retail power and keeps consumers excited and engaged. AMOREPA-

CIFIC achieves both through effective in-store merchandising that establishes

consumer trust, guarantees consumer satisfaction and makes a distinctive

impression. 

By consistently applying revolutionary approaches to

products and processes, AMOREPACIFIC has

demonstrated world-class cost reduction programs

that increase competitiveness.

•  O u r  C o m p e t i t i v e n e s s  •

I n n o v a t i o n
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•  A M O R E P A C I F I C  m o v e d  e v e n  f u r t h e r  t o  e n h a n c e  p r o d u c t i v i t y  b y

d e v e l o p i n g  i t s  o w n  u n i q u e  p r o d u c t i o n  s y s t e m  w i t h  m a j o r  c h a n g e s  i n

p r o d u c t i o n  l a y o u t s  a n d  p r o c e s s e s .

DIGITAL DREAM
AMOREPACIFIC's modernization effort launched the "Digital Dream Company" concept

in 2000. Since then the company has steadily worked to digitize both core systems and

business processes. The campaign expands on the Supply Chain Management System,

which integrated all pertinent information related to production, distribution, sales and

other in-house functions. In April 2001, the company established a Digital Dream

Project (DDP) division to support the digital technological revolution and implement the

Enterprise Resource Planning (ERP) managerial control system. ERP went into full

operation last June and now provides instant analyses of corporate data, including pro-

duction and sales, and action plans based on those analyses. The company also

improved computerized storage data for faster access and improved report writing.
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SOCIAL CONTRIBUTIONS
Since women are AMOREPACIFIC's main customers, the company has recipro-

cated our customers' loyalty with a number of programs and activities that pro-

mote female health. Celebrating its 55th anniversary in 2000, AMOREPACIFIC

established the Korea Breast Cancer Foundation. Highlights from the

Foundation's work, with support from AMOREPACIFIC, include the following:

(1) Internet-based breast counseling for women at a new homepage,

http://www.kbcf.or.kr.

(2) Release of a public service movie about breast cancer now distributed to high schools

and women's organizations nationwide.

(3) Expansion of the number of designated hospitals nationwide that provide breast cancer

testing.

(4) Introduction of a mobile breast cancer testing van.

(5) Increased financial support for breast cancer surgery. 

(6) Sponsored lectures on breast health in cooperation with women's organizations.

(7) Continued support for medical research and sponsorship of breast cancer seminars.

(8) Establishment of support groups for breast cancer patients.

(9) Increased breast cancer awareness through the "2002 Pink Ribbon Love Marathon." 

Other community activities supported last year by the AMOREPACIFIC

Foundation, established in 1982, focused on senior citizen centers, centers for

the handicapped and group homes for orphaned children. 

CORPORATE MECENAT ACTIVITIES 
In 1973, AMOREPACIFIC established the AMOREPACIFIC Scholarship Foundation,

through which it supports research related to women's activities. The foundation

also sponsors an annual thesis contest to help identify outstanding female talent

as part of its ongoing efforts to contribute to the development of women's cul-

ture.

During 2002, AMOREPACIFIC focused particularly on contributions to corporate

Mecenat activities. Support for the arts included a Korean-Chinese cello perfor-

mance, and in celebration of the company's global expansion, sponsorship of the

Korean smash-hit, "Nanta." 

AMOREPACIFIC's pledge to preserve and protect the

environment is as much a guiding business principle

as cost containment and product innovation.

•  O u r  C o m p e t i t i v e n e s s  •

S h a r i n g  & P ro t e c t i n g



ENVIRONMENTAL ACTIVITIES
AMOREPACIFIC's pledge to preserve and protect the environment is as much a guiding

business principle as cost containment and product innovation. The company's "3R"

campaign to reduce, reuse and recycle has drastically cut waste and improved efficient

use of precious resources. At the AMOREPACIFIC R&D Center, an environmental

inspection system is in effect that establishes stringent standards and rigid inspections

throughout each production facility. 

In recognition of this effort, AMOREPACIFIC production plants in Suwon, Daejeon,

Gimcheon and Jincheon earned the prestigious ISO14001 environmental management

quality certification. The Suwon and Daejeon plants were also designated as environ-

mentally friendly facilities.

2 5 •

•  A M O R E P A C I F I C  h a s  r e c i p r o c a t e d  o u r  c u s t o m e r s '  l o y a l t y  w i t h  a  n u m b e r

o f  p r o g r a m s  a n d  a c t i v i t i e s  t h a t  p r o m o t e  f e m a l e  h e a l t h .
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•  B u s i n e s s  O v e r v i e w  •

C O S M E T I C S
Cosmetics sector’s no.1 position
unsurpassed since 1945
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In 2000, AMOREPACIFIC ranked as the world's 29th largest cosmetics supplier, with total sales of US$796 million.

Just a year later, the company rose two notches to 27th place based on sales of US$822 million. This growth is the

direct result of expanding channels, markets and brands, moving the company inexorably forward to its goal of

becoming one of Asia's two largest and one of the world's 10th largest cosmetics manufacturers. By intensifying

investments in core brands, the company further plans to increase investment efficiency to further foster our global

vision.

• LANEIGE

• IOPE

• MAMONDE

• INNISFREE

• HERA

• SULWHASOO

• AMOREPACIF IC

• VERITE

• L IR IKOS

• ETUDE

• MISE EN SCENE

• AMOS

• IPL IP

• LOL ITA LEMPICKA

• CASTELBAJAC

• ESPOIR

SALES (Millions of Korean won)

2000 2001 2002

679,881

844,784
923,888

MARKET SHARE (%)

27.3 28.8 29.7
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DREAMS OF BEAUTIFUL SKIN 

COME TRUE WITH IOPE

(http://www.iope.com)

AMOREPACIFIC introduced Iope in October,

1996, as Korea’s first truly cosmeceutical

cosmetic. Leading items in the line include

Retinol 2500 Intensive for wrinkles, launched

in 1997; Vitagen White, a skin whitening agent,

introduced in 1998; Power Lifting Fluid, a lift-

ing agent introduced in 1999; and the latest

addition, the skin whitening Whitegen, which

launched in 2001. 

In 2001, after five years on the market, Iope's

reputation for advanced skin care was firmly

established. The following year saw the brand

expand with the addition of a complete line of

anti-aging skin care treatments. Iope's loyal

customers have helped the brand reach total

sales of 109 billion KRW in 2001 and 117 bil-

lion KRW in 2002.

S K I N  C A R E  &  M A K E U P

LANEIGE: EVERYDAY NEW FACE

(http://www.laneige.com)

Laneige has been a great favorite of Korean

women ever since the line debuted in 1994,

and the brand hit its first milestone of 100 bil-

lion KRW in sales in 1996. In 2002, the brand

further increased its popularity, particularly

among the fashion-conscious youth market. 

Laneige's appeal is rapidly spreading to Asian

nations, particularly China where the brand

was introduced last year to Shanghai and

Hong Kong department stores. AMOREPACIF-

IC plans to continue this international expan-

sion in 2003.
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MAMONDE: 

FINE SKIN CARE FROM FLOWERS

(http://www.mamonde.com)

A consistently popular brand since its launch-

ing in 1991, Mamonde made a major advance

in April, 2002, with new formulas that includ-

ed plant and flower-based extracts. 

These new Mamonde products, including

Powder Pact and Flower First Serum, greatly

augmented the brand's distinctiveness and

lifted Mamonde to 37.9 billion KRW in 2002

sales. Mamonde is now on sale in Shenyang,

China, and is rapidly becoming a favorite

there for its refreshing qualities. 

NATURAL BEAUTY WITH INNISFREE

(http://www.innisfree.co.kr)

Responding quickly to market changes is an

AMOREPACIFIC hallmark. Designed for the

fast-paced, competitive sales environment of

the superstore, Innisfree satisfies customer

desire for effective skin care at the right price.

After just three years on the market, Innisfree

has become a market leader in the super-

store channel, reaching sales of 23.4 billion

KRW in 2002, up from 20 billion KRW the year

before and 9 billion KRW in 2000. 



• 3 0

AMOREPACIFIC: A GLOBAL PRESTIGE BRAND (http://www.amorepacific.com)

AMOREPACIFIC launched its flagship brand, AMOREPACIFIC, after three years of

intensive research into overseas markets that included working closely with

internationally recognized cosmetics scientists. 

The company now plans to introduce AMOREPACIFIC in the U.S. The launch will

take place on Spring Street in New York's chic Soho neighborhood in the spring of

2003. The key to the brand's marketing will be its appeal as a global prestige brand that

offers the very best of Oriental and Occidental beauty care.

THE ORIENT'S FINEST, SULWHASOO
(http://www.sulwhasoo.com)

Sulwhasoo is rooted in the centuries-old tradi-
tions of Oriental herbal medicine. With sophisti-
cated design and packaging and high quality
ingredients, Sulwhasoo delivers a complete
brand, a distinctively Korean product and incom-
parable value.
The line's Jaeumsaeng herbal nutrition cream
was selected last year as a next-generation,
world-class product by the Ministry of
Commerce, Industry and Energy. 
Sulwhasoo has been critical to making
AMOREPACIFIC the leading Oriental cosmetics
provider in Korea. Last year the brand soared to
244.7 billion KRW in sales, a 48.7% increase
compared to a year ago. This performance is just
the beginning of what we believe will be a global
success for Sulwhasoo.

HERA, DISTINCTIVE COSMETICS 

FOR DISCRIMINATING TASTES

(http://www.hera.co.kr)

Marketed as a product that modernizes tradi-

tional standards of beauty, Hera attracts the

customer who demands the highest quality.

AMOREPACIFIC introduced Hera in October

1995. In 1999, the brand hit the 100 billion KRW

mark in sales and by 2001, the product had

become Korea's leading cosmetics brand with

200 billion KRW in sales. Hera continued its

explosive growth in 2002 when sales grew to

255.2 billion KRW.

Hera is slated for a major line expansion to fur-

ther the brand's prestige image. Beauty coun-

selor training will continue to focus on develop-

ing customer relationships and building total

trust and confidence in the line. 

S K I N  C A R E  &  M A K E U P
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"GIRLS, BE PRETTY!" - ETUDE (http://www.etude.co.kr)

AMOREPACIFIC first marketed "Etude" in April 1995, on the basis of good quality,

reasonable price, simple design and an assortment of colors. All four concepts

make Etude a fashion makeup brand that meets the diverse and ever-changing

needs and desires of the trend-sensitive consumer between the ages of 18 and 22.

Strong marketing efforts have lifted Etude to a leading position in its category with 44.4 billion

KRW in sales for 2002. 

VERITE - JEWELRY FOR THE SKIN

(http://www.verite.co.kr)

AMOREPACIFIC first introduced Verite through

its network of beauty counselors in 1994 and

since then it has enjoyed one of the highest

growth rates in the company. In 2002, the prod-

uct had total sales of 77.6 billion KRW, the result

of individual beauty counseling, scientifically

advanced formulas and outstanding customer

service.

In November, 2002, Verite made a marketing

splash as the first Korean skin care product to

feature jewel ingredients, creating an exciting

new brand image that appeals to trendy, fash-

ion-conscious women. 

LIFE FROM THE SEA - LIRIKOS

(http://www.lirikos.com)

Based on the concept of Thalassotherapie,

Lirikos was developed in cooperation with the

Thalassotherapie Center Rockroum of France.

AMOREPACIFIC first launched the product in

1994 and by 2002, annual sales had reached 61.3

billion KRW. The brand is supported through

intensive beauty counselor training and aggres-

sive marketing. Future plans for 2003 include

on-site Thalasso massage and other consumer

benefits. 
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THE SCIENCE OF COLOR - MISE EN SCENE (http://www.mjsen.co.kr)

AMOREPACIFIC introduced Mise en scene to the domestic market in January,

2000, as the first hair color to include serum. The product comes in colors that

match seasonal trends and changing fashions. The brand is supported

by special marketing programs, including the Mise en scene Moving

Hair Shop and the Mise en scene Film Shorts Festival. Continued con-

sumer and technological research will bolster sales of Mise en scene hair

color to more than 35 billion KRW for the year 2003.

FOR SKIN AS SMOOTH AS A LEAF - IPLIP

(http://www.iplip.com)

Developed with a commitment to providing max-

imum beauty to both body and mind, Iplip hit the

market in September 1999, and quickly ascend-

ed to prominence in the domestic body care

market.

Iplip also gave birth to Korea's very first beauty

specialty magazine, "The Body Care," and an

interactive online website that lets consumers

learn about new products and share their

thoughts and opinions. 

The Iplip line will continue to grow with the

introduction of new products that incorporate

the latest in dermatological science. AMOREPA-

CIFIC intends to become the leading body care

specialist in East Asia in the 21st century.
AMOS, THE PROGRESSIVE HAIR CARE

BRAND (http://www.amoshair.co.kr)

Leading-edge hair care underlies the AMOS

mission to create beautiful, luxurious hair. The

line includes hair color, hair-growth stimulator,

styling products, cleansers and specialty items

for permed hair. Ongoing events such as the

AMOS Hair Collection, held every February,

maintain consumer interest while keeping them

informed about hair care trends. The line regis-

tered 16.8 billion KRW in sales for 2002. 

H A I R  C A R E  &  B O D Y  C A R E
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THE MODERN, ROMANTIC FRAGRANCE,

LOLITA LEMPICKA

(http://www.parfumslolitalempicka.com)

Lolita Lempicka, AMOREPACIFIC's leading fra-

grance, was developed in collaboration with

designer Lolita Lempicka to satisfy women's

quest to define modern femininity. 

Since its introduction in France in 1997, Lolita

Lempicka has gone on to wide acclaim, includ-

ing recognition as Most Outstanding Women's

Fragrance by the French Fragrance Foundation

in 1997 and the European Fragrance Foundation

in 1998 as well as the American Fragrance

Foundation in 1999. In 2001, the French

Fragrance Foundation also recognized Lolita

Lempicka as the Most Outstanding Male

Fragrance and the Most Outstanding Bottle

Design. 

In 2002, Lolita Lempicka captured 2.6 percent of

the French women's fragrance market to rank

fourth. Lolita Lempicka for men is on track to

reach a 2 percent share in the near future.

CASTELBAJAC : PUT COLOR INTO YOUR

DREAMS

Castelbajac, introduced to the market in May

2001, has been broadly recognized for  outstand-

ing distinction and universal appeal, and the

product continues to be a favorite on the French

market. It is currently being sold in more than

900 shops throughout France. The company

plans to expand the Castelbajac line this year to

give women more ways to enjoy this

alluring scent.

ESPOIR, FRAGRANCE OF JOY AND HOPE (http://www.espoir.com)

Twentysomething women have made Espoir their fragrance of choice in Korea,

and the product now leads all others in its category. In 2002, sales of Espoir

increased 28.3 percent to 15.4 billion KRW.

Part of that growth comes from international markets, such as China, the Philippines, Saudi Arabia and

other nations. A survey by Euromonitor showed that Espoir ranked third in the Asia-Pacific fragrance

market in 2001 with 1.9 percent of total sales. This regional growth is expected to continue, thanks in

part to a planned expansion to 50 Chinese department stores in Beijing, Shanghai and three northeast-

ern provinces. 

F R A G R A N C E
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•  B u s i n e s s  O v e r v i e w  •

P E R S O N A L  C A R E
The signs of beauty and health:
shiny hair and white teeth
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A M O R E PA C I F I C  W I L L  T R Y  T O  H E L P
A LW AY S  F E E L  F R E S H  A N D  N AT U R A L

HAIR PACK NANO-THERAPY, TOTAL CARE FOR REPAIRING

HAIR 

AMOREPACIFIC's Hair Pack Nano-Therapy is Korea's first specialty

hair care brand based on advanced nanotechnology. Used to mas-

sage the scalp, Hair Pack Nano-Therapy treats as well as protects

damaged hair. This specialty hair care line is slated to reach 25 bil-

lion KRW in sales in 2003. 

DANTROL - SPECIALTY TREATMENT FOR DANDRUFF   

AMOREPACIFIC presented the domestic market with its first local

dandruff care shampoo in 1992, and Dantrol has been a leading

shampoo ever since. 

In 2002, Dantrol registered total sales of 28.2 billion KRW, account-

ing for a 11.3 percent market share, and the company is aiming to

make the product a leader throughout Northeast Asia after

strengthening sales in China.

SONGYEOM TOOTHPASTE - REVOLUTIONARY, REFRESHING

Songyeom toothpaste incorporates the insights of Oriental medi-

cine with modern dental care, combining salt with pine needles in a

gentle, but effective formula for maintaining healthy teeth.

AMOREPACIFIC first introduced the product in October, 1999, to

meet consumer demands, and within a year, sales reached more

than 10 million tubes, or 11.6 billion KRW. In 2002, sales climbed to

15.6 billion KRW.

MEDIAN, ORAL CARE EXCELLENCE

AMOREPACIFIC's Median hit the domestic market in 1983 and today

appears in markets across the globe, including the U.S., China and

Africa. In 2001, the company upgraded the product to Median Clinic

and scored total sales of 24.3 billion KRW in sales. Volume increased

again to 30.8 billion KRW in 2002, after another introduction, Dental

Technology, which further strengthened the brand's positioning in

the specialty oral health care category. 

DUBORE, NUTRIENT BODY CARE SOAP

AMOREPACIFIC launched Dubore in 1993 as a specialty soap that

provides irritant-free bubble massage and nutrients derived from

flower extracts. Sales of the brand continue to grow each year,

climbing from 13.5 billion KRW in 2001 to 22 billion KRW in 2002.

Last February, Dubore was re-launched as a moisturizing beauty

soap containing essence of olive. The brand is being further

expanded into a total body care line that includes cleanser, body

wash, body lotion and other products.
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•  B u s i n e s s  O v e r v i e w  •

H E A LT H  C A R E
Soulful Sulloc Cha revives tradition
Happier and healthier life through science
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SULLOC CHA GREEN TEA, AS PURE AS THE DRIVEN SNOW (http://www.sulloc.com)

Sulloc Cha is a leading Korean brand of green tea and currently holds 54.4 percent of the

domestic retail green tea market. Made from the finest in young tealeaves. Sulloc Cha purity is

fundamental to its enduring success, which is recognized at home and abroad. To further pro-

mote Korean tea culture, AMOREPACIFIC holds an annual international symposium on green

tea, publishes a specialty tea magazine, also called Sulloc Cha, and operates Korea's first tea

museum.

Sulloc Cha products have recently been expanded to include herbal, black and other teas,

helping lift the brand to 68.1 billion KRW in sales for 2002, a 14 percent increase over the previ-

ous year. Research and development efforts continue to seek out new ways to provide con-

sumers with a broad selection of teas that feature high-quality flavor and fragrance. 

KETOTOP, FOR RELIEF OF ARTHRITIS (http://www.pacificpharm.co.kr)

AMOREPACIFIC's Ketotop is the world's first plaster-type arthritis treatment product that

eliminates the risk of gastrointestinal upset commonly associated with oral treatments. Free of

side effects, this product has been broadly recognized for its effect in relieving arthritic pain.

Ketotop, introduced in 1994, has received patents in 14 nations including the U.S. and Japan.

The product promises to become a global favorite in treating arthritis.

As a result of marketing campaigns that include hospital and clinic clubs and other promo-

tions, Ketotop sales volume reached 33.1 billion KRW in 2002, a 22.6 percent increase over the

previous year. Market share for the brand rose to 48 percent.

T H E  D E E P E R  T H E  S C E N T  O F  N AT U R E  W E  D R AW,
T H E  L O N G E R  L I F E  Y O U  K E E P
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01 2002 Pink Ribbon Love Marathon (Nov. 3, 2002)

Co-sponsored by the Korea Breast Cancer Foundation

(KBCF) and the Sports Chosun daily newspaper, the 2002

Pink Ribbon Love Marathon was held on November 3, 2002

to promote breast cancer awareness and increase preven-

tion. AMOREPACIFIC provided financial support for the

event.

02 Introducing Enterprise Resource Planning(ERP) 

(June 1, 2002)

AMOREPACIFIC implemented a new ERP system in

June that integrates all core operations as part of its

efforts to streamline all managerial systems.

03 Shanghai Plant completion (July 22, 2002)

AMOREPACIFIC completed its new Shanghai produc-

tion plant in July after 14 months of construction. The plant

has an annual production capacity of 9.9 million units of

Laneige and 11.7 million units of packaging.

04 Door-to-door sales top 400 billion KRW (Nov. 19, 2002)

Sales from door-to-door sales set a new record of

400 billion KRW in November, and the company held festiv-

ities to celebrate with clients, counselors and door-to-door

sales staff.

05 Parfums Espoir becomes independent (Jan. 2, 2002)

In working to become a world-class fragrance brand,

the Parfums Espoir Business Division became a separate

entity called Parfums eSpoir Corporation.

Korea Economic Justice Grand Prize (Feb. 21, 2002)          Sponsored by the Citizens'

Coalition for Economic Justice and the daily newspaper Hankyoreh Shinmun, the

11th Korea Economic Justice Award's Grand Prize was awarded to AMOREPACIF-

IC in February.

AMOREPACIFIC CEO selected one of "Asian Young Leaders" (Aug. 22, 2002)

AMOREPACIFIC CEO Kyung-Bae Suh was selected one of Asian Young Leaders by

the World Economic Forum (WEF) in August. In addition, Mr. Suh joined the illus-

trious company of CEOs from Samsung Electronics, POSCO, Kookmin Bank and

SK Telecom.

Global Performance Award (July 4, 2002)           AMOREPACIFIC received the Global

Performance Award at first Annual Global CEO Awards in July, sponsored by Maeil

Business Newspaper and Korean Academy of International Business.

KT Mark of Approval (Sept. 4, 2002)          In September, AMOREPACIFIC received the

Excellent Korean Technology Mark of Approval, sponsored by the Ministry of

Science and Technology and the Korea Industrial Technology Association.

No. 1 in skin care (Oct. 15, 2002)          AMOREPACIFIC skin care products ranked

number one on the Korean Customer Satisfaction Index (KCSI), sponsored by the

Korea Management Association Consulting.

1st Place in Korea Best Company Image (July 11, 2002)          For the third year in a

row, AMOREPACIFIC won first place for Best Company Image in the Cosmetics

Division at the 2002 Korea Corporate Image Best Awards and Korea Best

Company Image, sponsored by the Korea Management Association Consulting.

Korea Marketing Grand Prize (May 22, 2002) At the Korea Marketing Best

Awards sponsored by the Korea Management Association, AMOREPACIFIC won

the overall Grand Prize, while Iope Whitegen won the Most Outstanding Prize for

Brand Revolution. In addition, Vitamin Hair Pack won the Prize for excellence in

the Distribution Revolution category.

Korea Design Management Grand Prize (Dec. 9, 2002)          AMOREPACIFIC won the

Presidential Prize in the Korea Design Management Awards, sponsored by the

Korean government and the Korea Institute of Design Promotion.

AMOREPACIFIC receives ISSMA (July 4, 2002)          AMOREPACIFIC's Suwon Plant

won the International Standards System Managment Awards(ISSMA), sponsored

by the Korean Standards Association at the International Systems Conference.

Suwon Plant acquires the K-OHSMS 18001 (Jan. 26, 2002)          AMOREPACIFIC's

Suwon plant became the first in the industry to win the K-OHSMS 18001 certifica-

tion for Occupational Health and Safety Management System.

•  Y e a r  i n  R e v i e w  •

2 0 0 2  C E R T I F I C A T E S  A N D  A W A R D S

01 02 03 04 05

What’s new in 2002
A M O R E P A C I F I C  a t  a  g l a n c e
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06 Happy Shop Campaign (from March 2002)

Since the mid-1990s, AMOREPACIFIC has actively

increased retail programs. In 2002, the company strength-

ened specialty shop competitiveness and profitability through

the “Happy Shop Campaign,” which began in March. 

07 Special Employee Training Program (May 16-18, 2002)

Over 800 sales employees at AMOREPACIFIC and its

affiliates participated in a three-day  training program

that stressed new techniques in overcoming obstacles

and limitations at work. 

08 Brand Licensing (Feb. 19, 2002)

Last year, Laneige became the first Korean cosmetic

brand to start earning royalties. These earnings are the

result of a licensing contract with eyewear specialist

Seojeon Co., Ltd. 

09 1st Annual "Mise en scene" Film Shorts Festival
(July 4-7, 2002)

In gratitude to clients and consumers for making

Mise en scene such a success and to further enhance the

brand's image, AMOREPACIFIC held the First Annual Mise

en scene Film Shorts Festival at the Seoul Art Cinema for

four days in July. 

10 Seminar for Employee Spouses (Aug. 10-15, 2002)

In August, AMOREPACIFIC held its 8th Seminar for

Employee Spouses in three two-day sessions. More than

1,000 family members of AMOREPACIFIC employees

attended the events to exchange information and ideas

Founder and Chairman of AMOREPACIFIC,

Mr. Sung-Whan Suh, passed away on January 9,

2003 after dedicating 65 years of his life to cor-

porate efforts and growth.

The late chairman devoted full efforts to the

quest for providing consumers with "Beauty and

Health" and his contributions to the develop-

ment of cosmetics and cosmetic culture in Korea were outstanding.

While setting a foundation for the industry in Korea, Chairman Suh

guaranteed the industry a bright future through his pioneering efforts

as a leader in the field. He held the firm conviction that Korea, too,

could produce truly world-class cosmetics for the global market.

In this process, he made major contribution to elevating the cosmetic

industry into a cultural industry, and in the process he dedicated more

than 20 years to discovering, developing and popularizing traditional

Korean green tea culture as a contribution to both beauty and health.

Chairman Suh also gave his utmost to provide the very best in rela-

tions with consumers, clients, and employees, and he consistently

emphasized the importance of technology combined with sincerity of

effort.

The employees of AMOREPACIFIC will continue to carry in their hearts

Chairman Suh's founding spirit and managerial philosophy. Chairman

Suh's legacy will continue to flourish in the Korean cosmetic industry.

Career:

Awards:

Born in Kaesong, Korea

Founded AMOREPACIFIC

Elected Chairman, Korea Cosmetic Industry Association

Elected Chairman, Korea Listed Companies Association

Elected Chairman, Korea Basketball Association

Elected Chairman, AMOREPACIFIC

Order of Industrial Service Merit (Iron Tower)

Order of Industrial Service Merit (Silver Tower)

CEO of the Year Award

Order of Civil Merit (Dongbaeg Medal) 

Order of Civil Merit (Moran Medal)

Chahm Entrepreneur Award  

July. 14 1923

Sept. 5 1945

Nov. 1966

Sept. 1979

May 1983

June 1978

March 1971

March 1974

May 1984

Sept. 1984

Dec. 1990

Dec. 1999

In Tribute to the Late Chairman Sung-Whan Suh
Founder of AMOREPACIFIC

06 07 08 09 10
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M A N A G E M E N T ’ S  D I S C U S S I O N  &  A N A L Y S I S

Despite the consolidation in the Korean cosmetics market, AMOREPACIFIC continued to

post solid earnings in 2002 backed by its diversified distribution network. Sales grew by

15.3% to 1,279 billion KRW and operating income increased by 8.8% to 206 billion KRW.

However, operating margin contracted by 1.0%p due to many brand renewal projects that

increased costs. Ordinary income was up by 13.5% to 210 billion KRW. Net income increased

by 20.5% to 139 billion KRW and EPS reached 16,544 KRW.

Domestic

Cosmetics

Personal care & Tea Business

Others 

Overseas 

Consolidating Adjustment 

Total

2002 2001 2000

Sales Operating Net Sales Operating Net Sales Operating Net
Income Income Income Income Income Income

1,312 208 162 1,149 190 134 947 147 103

924 178 139 845 153 108 680 114 80 

191 1 2 182 17 12 159 14 9 

197 29 21 122 20 14 108 19 14 

64 (1) (1) 52 (1) (1) 33 1 1

(97) (1) (21) (92) 0 (18) (63) (1) (23)

1,279 206 139 1,109 189 116 916 148 81

*
OPERATING RESULTS BY BUSINESS

sales    |   operating income   |   net income 

Overview

Billions of Korean won

Billions of Korean won

* *SALES
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Cosmetics sales, accounting for 72.2% of total sales, increased 9.4% in 2002. After three years

of double-digit growth, the Korean cosmetics market expanded by a mere 11.5% in 2002 as

the industry underwent consolidation. But even amid this slowdown, the high-end market (conventional door-to-door and depart-

ment stores) continued to show double-digit growth. The specialty store and direct sales markets posted negative growth in

2002.

AMOREPACIFIC achieved higher sales growth than the industry and further expanded market share, an accomplishment attrib-

uted to its strong position in the high-end market. AMOREPACIFIC's department store sales increased by 40.1% and conventional

door-to-door sales by 30.1%, thanks to two solid premium brands, Sulwhasoo and Hera. It is notable that AMOREPACIFIC brands

are successfully competing with foreign brands and gaining market share in department stores. However, sluggish market con-

ditions contracted AMOREPACIFIC's specialty store sales and direct sales. Dominance in all distribution channels enables

AMOREPACIFIC to flexibly respond to the changing marketplace, i.e., focus on distribution markets that are showing higher

growth. The cosmetics industry consolidation provided a chance for AMOREPACIFIC to further solidify its market position. 

The personal care and tea business generated 14.9% of total sales with the main products.

Sales in personal care and tea business increased by 4.9% despite intensifying competition. 

AMOREPACIFIC is actively exploring opportunities in the overseas markets and achieved a

small but meaningful success in 2002. AMOREPACIFIC's successful fragrance line, Lolita

Lempicka, continues to expand market share in France and is also being exported to markets outside of France. The second fra-

grance line launched by AMOREPACIFIC's French branch, Castelbajac, is also showing a good start.

AMOREPACIFIC completed building a new plant in Shanghai last September and launched its brands in Chinese department

stores. Although this is just the start, sales results are exceeding AMOREPACIFIC's initial targets. Moreover, customer response

has also been stronger than we had expected.

2002 Business Performance

OVERSEAS BUSINESS 

PERSONAL CARE & OTHERS

COSMETICS BUSINESS



AMOREPACIFIC maintains strong cash flow. Operating cash flow was 148 billion KRW and

cash outflow from investing activities was 104 billion KRW in 2002. Free cash flow during the

year was 45 billion KRW.

AMOREPACIFIC's total capital expenditure in 2002 was 103 billion KRW. The company invests

114 billion KRW annually, mainly for equipment. AMOREPACIFIC also sold tangible assets not

utilized in operations which generated total cash inflow of 73 billion KRW.

4 3 •

AMOREPACIFIC holds a strong balance sheet, with 130 billion KRW net cash as of December

31, 2002. Total assets amount to 1,085 billion KRW, with current assets totaling 435 billion

KRW and non-current assets, 650 billion KRW. Tangible assets increased by 6 billion KRW from a year earlier to 557billion KRW.

Investment assets, mainly comprising equity holdings in local affiliates and overseas branches, amount to 32 billion KRW. 

Working capital management is very important in the cosmetics business. The need to main-

tain a wide range of items, with small quantities of each, means that inventory control is criti-

cal. In addition, accounts receivable are difficult to manage because products are sold to retail

agencies with weak finances. AMOREPACIFIC has focused on improving working capital management and significantly reduced

account receivable collection days over the past 10 years. 

Liquidity and Capital Resources

CASH FLOW 

CAPITAL EXPENDITURES  

FINANCIAL POSITION 

WORKING CAPITAL

MANAGEMENT
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AMOREPACIFIC expects sales to grow 8.7% in 2003, driven by its strong brands and solid

distribution network. The high-end market, i.e., department store and conventional door-

to-door, is likely to continue leading the domestic cosmetics market growth in 2003. Additionally, we also look forward to size-

able sales contributions from the overseas markets.

Unlike 2002 there will be no significant brand renewal projects; thus, the COGS to sales

ratio will decline in 2003. AMOREPACIFIC also plans to reduce SG&A expenses by stream-

lining marketing spending with a more efficient marketing strategy. AMOREPACIFIC will reduce costly TV commercials and focus

more on direct marketing using its extensive customer database.

The AMOREPACIFIC as a flagship brand is slated to be launched in New York in 2003. This

will be AMOREPACIFIC's first venture with a premium skin care brand in the overseas

market. AMOREPACIFIC plans to capitalize on the growing interest in oriental culture among the western countries, and its

strategy is to target the niche market. AMOREPACIFIC continues to have high expectations for the Chinese market, where

AMOREPACIFIC is quickly gaining recognition and is being well accepted by the local consumers. 

With its low entry barrier, the cosmetics market has always had many competitors.

Although AMOREPACIFIC's strong brands will support sound sales, heightening competi-

tion could be a risk factor. Nonetheless, AMOREPACIFIC's broad range of products and diversified distribution network means

that AMOREPACIFIC faces significantly lower risk than local peers.

Another potential risk is aggressive penetration by foreign brands. In line with the expanding department store market, foreign

brands have gained sizeable market shares. However, foreign brands' success may be limited to the premium market since local

products provide better quality products at lower prices in the mid-to low-end market. Furthermore, AMOREPACIFIC has proved

to be successful in the department store market where foreign brands dominate.

A sharp slowdown in consumption will reduce cosmetics spending as well. However, cosmetics have a more defensive feature

than other consumer items, given that consumers are reluctant to stop consuming cosmetics or shift to cheaper brands. 

Outlook

COSTS

SALES

NEW GROWTH OPPORTUNITY

RISK
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We have audited the accompanying consolidated

balance sheets of AMOREPACIFIC Corporation and its sub-

sidiaries (the "Company") as of December 31, 2002 and 2001,

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 AMOREPACIFIC

Corporation management. Our responsibility is to express an

opinion on these financial statements based on our audits. We

did not audit the financial statements of Pacific Metals Co.,

Ltd. and certain other consolidated subsidiaries, of which

statements reflect 18.1% and 16.6% of the Company's consol-

idated total assets as of December 31, 2002 and 2001, respec-

tively, and 18.3% and 17.5% of the Company's consolidated

total sales for the years then ended, respectively. These finan-

cial statements were audited by other auditors whose reports

have been furnished to us, and our opinion, insofar as it

relates to the amounts included for Pacific Metals Co., Ltd.

and certain other consolidated subsidiaries, is based solely on

the reports of the other auditors. 

We conducted our audits in conformity with audit-

ing 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 evalu-

ating 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

financial position of AMOREPACIFIC Corporation and its sub-

sidiaries as of December 31, 2002 and 2001, and the results of

their operations, the changes in their shareholders' equity and

their cash flows for the years then ended in conformity with

financial accounting standards generally accepted in the

Republic of Korea.

As discussed in Note 1 to the consolidated financial

statements, Amorepacific Cosmetics (USA), Inc. was newly

included in the consolidation in 2002.

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 opera-

tions and cash flows in conformity with accounting principles

and practices generally accepted in countries and jurisdic-

tions other than the Republic of Korea. In addition, the proce-

dures 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 knowledge-

able about Korean accounting principles or auditing standards

and their application in practice.

Samil Accounting Corporation |     Kukjae Center Building 21st Flr., 191 Hangangro 2ga, Yongsanku, Seoul 140-072, KOREA (C.P.O Box 2170, 100-621)

I N D E P E N D E N T  A U D I T O R ’ S  R E P O R T

To the Shareholders and Board of Directors of AMOREPACIFIC Corporation

Seoul, Korea

February 15, 2003

This report is effective as of Feburay 15, 2003, 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.
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85,598 

4,493 

601 

88,176 

2,673 

192 

95,069 

407 

11,907 

5,445 

2,510 

297,072 

458,637 

1,405 

27,893 

3,086 

- 

23,984 

4,907 

3,031 

12 

820,024

108,267 

15,685 

1,347 

110,194 

2,513 

3,438 

106,987 

230 

2,735 

6,064 

5,027 

362,487 

463,651 

46 

26,811 

2,244 

569 

24,819 

13,591 

4,671 

5,293 

904,182 

102,751,597 

5,393,503

721,710

105,846,806

3,208,373

230,207

114,120,746

488,766

14,293,512

6,536,668

3,013,086

356,604,974

550,547,267

1,686,722

33,482,211

3,704,039

-

28,789,801

5,889,932

3,637,915

14,100

984,356,961

129,964,173 

18,828,410 

1,616,761 

132,276,784 

3,016,763 

4,126,791 

128,427,423 

276,150 

3,282,660 

7,279,202 

6,034,257

435,129,374

556,566,463 

55,073 

32,184,127 

2,693,744 

683,442 

29,792,634 

16,314,325 

5,606,479 

6,354,197 

1,085,379,858  

Thousands of  U.S. Dollars (Note26)Thousands of Korean won

Current assets:

Cash and cash equivalents (Note 12)

Short-term financial instruments (Note 12)

Marketable securities (Note 4)

Trade accounts receivable, net (Note 5 and 12)

Other accounts receivable, net (Note 5)

Short-term loans

Inventories (Note 6)

Accrued income 

Advance payments 

Prepaid expenses

Other current assets

Total current assets

Property, plant and equipment, net (Note 7)

Long-term financial instruments (Note 3)

Investment securities (Note 8)

Long-term loans

Long-term receivables

Long-term guarantee deposits

Intangible assets

Deferred income tax assets (Note 17)

Other investments

Total Assets

2002 2001 2002 2001ASSETS

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

›  Continued: 

C O N S O L I D A T E D  B A L A N C E  S H E E T S

December 31, 2002 and 2001
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55,513 

93,283 

8,718 

15,765 

13,489 

29,389 

14,673 

2,696 

4,744 

3,099 

241,368 

- 

8,026 

37,573 

19,867 

1,125 

307,960

42,490 

170,960 

252,300 

(10,736)

57,049

512,064

820,024 

53,968 

83,972 

1,083 

15,081 

11,245 

33,924 

18,096 

5,124 

1,574 

2,386 

226,454 

6,557 

1,810 

36,825 

24,068 

1,823 

297,537 

42,490 

171,344 

354,258 

(20,654)

59,207 

606,645 

904,182

66,637,610

111,977,022

10,464,977

18,924,737

16,191,849

35,278,534

17,613,847

3,235,742

5,694,746

3,719,575

289,738,639

-

9,634,289

45,103,192

23,848,661

1,350,931

369,675,712

51,004,800

205,220,264

302,861,505

(12,887,494)

68,482,174

614,681,249

984,356,961

64,783,570 

100,800,239 

1,300,000 

18,103,729 

13,498,511 

40,722,340 

21,721,890 

6,151,057 

1,889,858 

2,864,161 

271,835,355  

7,870,992 

2,172,545 

44,204,731 

28,891,825 

2,187,843

357,163,291

51,004,800 

205,681,301 

425,251,555 

(24,793,373)

71,072,284  

728,216,567  

1,085,379,858 

Current liabilities:

Trade accounts payable (Note 12)

Other accounts payable

Short-term borrowings (Note 9)

Withholdings

Guarantee deposits received

Income taxes payable

Dividends payable (Note 19)

Current maturities of long-term debt (Note 10)

Advance receipts  

Other current liabilities

Total current liabilities

Long-term account payable

Long-term debt, net of current maturities (Note 10)

Accrued severance benefits, net (Note 11)

Deferred income tax liabilities (Note 17)

Other long-term liabilities

Total liabilities

Commitments and contingencies (Note 13)

Shareholders' equity:

Capital stock (Note 1)

Capital surplus (Note 14)

Retained earnings (Note 14)

Capital adjustments (Note 14)

Minority interests in consolidated subsidiaries

Total shareholders' equity

Total liabilities and shareholders' equity

2002 2001 2002 2001LIABILITIES AND SHAREHOLDERS' EQUITY

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

Thousands of  U.S. Dollars (Note26)Thousands of Korean won

December 31, 2002 and 2001
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923,804

292,013 

631,791 

473,941 

157,849  

4,005  

2,269 

7,476 

(10,933)

(2,336)

(1,756)

(2,491)

(3,767)

154,082  

-

-

154,082  

53,168 

100,914 

(4,664)

96,250  

11.37

11.37

1,065,178 

363,619 

701,559 

529,788 

171,770 

4,908 

2,325 

73 

(409)

(2,476)

(2,518)

1,173 

3,077 

174,848 

-

-

174,848 

53,702 

121,146 

(5,159)

115,987 

13.78 

13.78 

1,108,933,855 

350,532,483 

758,401,372 

568,919,324 

189,482,048 

4,807,544

2,724,222 

8,973,712 

(13,124,296)

(2,804,557)

(2,108,293)

(2,990,114)

(4,521,782)

184,960,266 

-

-

184,960,266 

63,823,211 

121,137,055 

(5,598,085)

115,538,970 

13,645

13,645

1,278,639,754

436,488,422 

842,151,332 

635,958,066 

206,193,266  

5,891,820 

2,791,244

88,073 

(490,495)

(2,972,017)

(3,022,373)

1,407,902 

3,694,154

209,887,420  

-

-

209,887,420 

64,463,972 

145,423,448  

(6,192,698)

139,230,750

16,544 

16,544 

Thousands of  U.S. Dollars (Note26)Thousands of Korean won

Sales (Notes 15, 16, 23 and 24)

Cost of sales (Notes 15 and 16)

Gross profit

Selling and administrative expenses

Operating income (Notes 23 and 24)

Non-operating income (expenses):

Interest incomes (expenses), net

Gain on valuation of investment using the equity

method of accounting (Note 8)

Gain (Loss) on disposal of investment, net

Supplementary payment of income taxes, net

Donations

Inventory valuation loss

Others, net

Ordinary income:

Extraordinary gains

Extraordinary losses

Income before income tax expenses

Income tax expense (Note 17)

Income after income tax expenses

Minority interests in income of consolidated 

subsidiaries, net

Net income

Basic and diluted ordinary income per share 

(Note 18) (In Korean Won and U.S. Dollars)

Basic and diluted earnings per share (Note 18)

(In Korean Won and U.S. Dollars)

2002 2001 2002 2001

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

C O N S O L I D A T E D  I N C O M E  S T A T E M E N T S

December 31, 2002 and 2001
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42,490 

- 

42,490  

176,845 

(4,848)

387 

(1,424)

170,960 

165,727 

96,250 

(12,151)

2,475 

252,300 

(5,520)

4,848 

771 

(10,835)

(10,736)

38,888 

16,947 

1,214 

57,049 

512,064

42,490 

- 

42,490 

170,960 

- 

255 

130 

171,344 

252,300 

115,987 

(15,357)

1,327 

354,258 

(10,736)

- 

2,341 

(12,259)

(20,654)

57,049 

- 

2,158 

59,207

606,645

51,004,800

-

51,004,800 

212,284,641 

(5,819,297)

464,344 

(1,709,424)

205,220,264 

198,938,379 

115,538,970 

(14,586,255)

2,970,411 

302,861,505 

(6,626,085)

5,819,297 

925,262 

(13,005,968)

(12,887,494)

46,681,728 

20,343,251

1,457,195

68,482,174

614,681,249

51,004,800

-

51,004,800 

205,220,264  

- 

305,561 

155,476 

205,681,301 

302,861,505 

139,230,750 

(18,434,159)

1,593,459 

425,251,555 

(12,887,494)

- 

2,810,021 

(14,715,900)

(24,793,373)

68,482,174 

- 

2,590,110 

71,072,284 

728,216,567 

Capital stock

Balance, the beginning of the year

Paid in capital increase

Balance, the end of the year

Consolidated capital surplus

Balance, the beginning of the year

Changes in consolidation scope

Changes of equity ratio

Other changes in the year

Balance, the end of the year

Consolidated retained earnings

Balance, the beginning of the year

Net income

Dividends (Note 19)

Other changes in the year

Balance, the end of the year

Consolidated capital adjustments

Balance, the beginning of the year

Changes in consolidatiion scope

Other changes in the year

Increase in treasury stock

Balance, the end of the year

Minority interest equity

Balance, the beginning of the year

Changes in consolidation scope

Changes in minority interest equity ratio

Balance, the end of the year

Total shareholders' equity

2002 2001 2002 2001

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

C O N S O L I D A T E D  S T A T E M E N T S  O F  C H A N G E S  I N

S H A R E H O L D E R S ’ E Q U I T Y

Thousands of  U.S. Dollars (Note26)Thousands of Korean won

December 31, 2002 and 2001
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96,250 

33,291 

21,165 

1,756 

(7,476)

- 

4,664 

(2,269)

- 

(965)

(283)

(13,751)

(14,321)

(6,325)

(2,561)

1,293 

3,385 

(8,637)

2,745 

(2,785)

2,869 

(12,030)

7,616 

3,280 

106,910

115,987 

45,951 

25,183 

1,243 

(73)

83 

5,159 

(2,325)

(8,711)

(884)

(1,134)

(9,508)

(8,663)

11,363 

1,444 

(4,191)

(20,331)

(10,544)

(764)

(5,401)

2,987 

(21,552)

6,678 

1,408 

123,405 

115,538,970

39,962,502

25,406,221

2,108,293

(8,973,712)

-

5,598,085

(2,724,222)

-

(1,157,997)

(340,277)

(16,507,124)

(17,191,272)

(7,592,721)

(3,074,105)

1,552,215

4,063,225 

(10,368,418)

3,295,424

(3,343,357)

3,444,208

(14,440,411)

9,142,515

3,937,207

128,335,249

139,230,750  

55,159,398 

30,229,759 

1,491,821 

(88,073)

100,000 

6,192,698  

(2,791,244)

(10,456,706)

(1,061,513)

(1,361,511)

(11,413,266)

(10,399,489)

13,640,502 

1,733,872 

(5,030,785)

(24,405,288)

(12,657,458)

(916,555)

(6,483,397)

3,585,366 

(25,870,568)

8,016,724 

1,690,417 

148,135,454

Thousands of  U.S. Dollars (Note26)Thousands of Korean won

Cash flows from operating activities:

Net income              

Adjustments to reconcile net income to 

net cash provided by operating activities:

Depreciation and amortization

Provision for severance benefits

Loss on obsolescence of inventories

Loss (Gain) on disposal of investments, net 

Impairment of investment securities 

Minority interests in income of consolidated

subsidiaries, net 

Gain on valuation of investments using the equity 

method of accounting

Loss (Gain) on disposal of property, 

plant and equipment, net

Reversal of allowance for doubtful accounts

Others, net

Changes in operating assets and liabilities:

Increase in trade accounts receivable 

Increase in inventories 

Decrease(Increase) in advance payments 

Decrease(Increase) in prepaid expenses 

Decrease(Increase) in deferred income tax assets 

Increase(Decrease) in trade accounts payable 

Decrease in other accounts payable 

Increase(Decrease) in withholdings 

Decrease in advances  

Increase in income taxes payable 

Payment of accrued severance benefits 

Increase in deferred income tax liability

Others, net 

Net cash provided by operating activities

2002 2001 2002 2001

›  The accompanying notes are an integral part of these consoli-
dated financial statements.

›  Continued:

C O N S O L I D A T E D  S T A T E M E N T S  O F  C A S H  F L O W S

December 31, 2002 and 2001
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5,441 

983 

17,977 

5,879 

1,122 

2,708 

(778) 

(168)  

(34,858)  

(553)  

(8,675)  

(10,391)  

(48,424)  

(5,113)  

1,401 

(73,448)

4,743 

4,835 

160 

- 

(17,494) 

(16,967) 

(9,469) 

(9,395) 

(7,577) 

5,769 

(45,395)

1,380 

(10,553)

96,151

85,598 

1,081 

1,645 

4,399 

7,869 

60,817 

8,280 

(3,292)

(777)

(19,947)

(803)

(8,815)

(12,963)

(95,075)

(12,781)

(15,884)

(86,246)

1,083 

- 

- 

18,016 

(1,083) 

(1,219) 

(2,696) 

(16,344) 

(13,352) 

374 

(15,220)

731 

22,670 

85,598 

108,267 

6,531,212

1,180,099

21,579,301

7,056,875

1,346,560

3,251,223

(934,102)

(201,070)

(41,843,402)

(664,400)

(10,413,076)

(12,472,807)

(58,128,567)

(6,137,125)

1,681,758

(88,167,521)

5,693,349

5,804,428

192,058

-

(21,000,000)

(20,367,120)

(11,366,349)

(11,277,788)

(9,095,461)

6,924,947

(54,491,936)

1,656,580

(12,667,628)

115,419,225

102,751,597 

1,297,836 

1,974,481 

5,280,954 

9,445,679 

73,005,167 

9,939,360 

(3,952,268)

(932,188)

(23,944,544)

(964,186)

(10,580,954)

(15,560,817)

(114,128,220)

(15,342,422)

(19,067,339)

(103,529,461)

1,300,000 

- 

- 

21,625,834 

(1,300,000)

(1,462,882)

(3,235,742)

(19,618,985)

(16,028,147)

449,298 

(18,270,624) 

877,207 

27,212,576 

102,751,597 

129,964,173 

Cash flows from investing activities:

Proceeds from short-term financial instruments

Proceeds from long-term loans

Disposal of investment securities

Proceeds from long-term guarantee deposits

Disposal of property, plant and equipment

Decrease in severance insurance deposits

Increase in short-term loans

Acquisition of marketable securities

Acquisition of investment securities

Increase in long-term loans

Increase in long-term guarantee deposits

Increase in severance insurance deposits 

Acquisition of property, plant and equipment

Acquisition of intangible assets 

Others

Net cash used in investing activities

Cash flows from financing activities:

Increase in short-term borrowings

Increase in long-term debt

Increase in long-term guarantee deposits received

Issuance of common stock

Repayment of short-term borrowings

Repayment of long-term debt

Repayment of current maturities of long-term debt

Payment of dividends 

Acquisition of treasury stock

Others

Net cash used in financing activities

Changes in consolidation scope

Net increase (decrease) in cash and cash 

equivalents

Cash and cash equivalents at the beginning of

the year

Cash and cash equivalents at the end of the year

2002 2001 2002 2001

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

Thousands of  U.S. Dollars (Note26)Thousands of Korean won

December 31, 2002 and 2001



N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S

1 | THE CONSOLIDATED COMPANIES AND EQUITY-METHOD INVESTEES 

The accompanying consolidated financial statements include the accounts of AMOREPACIFIC Corporation (the "Controlling

Company") and its subsidiaries (the "Company"). Those financial statements are based on the individual financial statements of

AMOREPACIFIC Corporation, Pacific Pharmaceuticals Co., Ltd., Pacific Industries Inc., Amos Professional Corp., Etude Corporation,

Pacific Metals Co., Ltd., Pacific Europe S.A. and Amorepacific Cosmetics (USA), Inc. as of December 31, 2002 and 2001.

The Controlling Company was incorporated in 1959 under the laws of the Republic of

Korea to engage in manufacturing, marketing and trading cosmetics, personal care

goods, ferment and others. 

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

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

March 12, 1993. As of December 31, 2002, the Company's capital stock was 51.005 billion won including 8.501 billion won of pre-

ferred stock.  

The Controlling Company has 36,000,000 authorized shares with par value of W—5,000 per share, of which 8,500,800 common

shares and 1,700,160 preferred shares are issued and outstanding, respectively. The holders of preferred stock have no voting

rights and are entitled to non-participating and non-cumulative preferred dividend at a rate of one percentage point over the

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

As of December 31, 2002, the Controlling Company has factories in Suwon, Deajon, Ansan, Gimcheon and Jincheon, and also has

5 domestic regional sales branches together with 6 overseas subsidiaries.

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

THE CONTROLLING COMPANY

Thousands of Korean won

Consolidated Subsidiaries

Pacific Pharmaceuticals Co., Ltd.

Pacific Industries. Inc.

Amos Professional Corp.

Etude Corporation

Pacific Metals Co., Ltd. 

Pacific Europe S.A.

Amorepacific Cosmetics (USA), Inc. (*2)

Subsidiaries not included in consolidation

BBDO Korea Inc. (*3) 

Parfums eSpoir Corporation(*4)

Amorepacific Japan Co., Ltd. (*4)

Taiwan Amore Co., Ltd. (*4)

Amorepacific Cosmetics

(Shenyang) Co., Ltd. (*4)

Amorepacific Cosmetics 

(Shanghai) Co., Ltd. (*4)

Manufacturing and marketing of medicine

Manufacturing of glass containers

Marketing of hair care products

Manufacturing and marketing of color cosmetics

Manufacturing of industrial magnets

Manufacturing and marketing of cosmetics

Marketing of cosmetics.

Advertising and manufacturing of advertising

materials

Marketing of cosmetics

Marketing of raw materials of cosmetics

Marketing of cosmetics

Manufacturing and marketing of cosmetics

Manufacturing and marketing of cosmetics

11,644,735

37,000,000

3,500,000

1,455,000

15,000,000

41,153,393

9,483,160

119,236,288

3,000,000

1,500,000

771,807

692,000

3,117,930

6,001,826

15,083,563

Shareholders’ 
equity

53.91 

65.66

100.00

78.91 (*1)

57.92

97.99

100.00

49.90

71.33

100.00

50.00

100.00

100.00

Ownership

1,137,023

4,756,920

700,000

114,820

1,737,597

29,375,936

7,900,000

299,400

214,000

76,200,000

10,000,000

2,500,000

5,000,000

Number of 
shares

Dec-31

Dec-31

Dec-31

Dec-31

Dec-31

Dec-31

Dec-31

Dec-31

Dec-31

Dec-31

Dec-31

Dec-31

Dec-31

Fiscal
year end

Korea

Korea

Korea

Korea

Korea

France

U.S.A

Korea

Korea

Japan

Taiwan

China

China

LocationCompany Major business

(*1)  5.6 percentage of ownership held by Pacific Pharmaceuticals Co., Ltd. is included.

(*2)  Amorepacific Cosmetics (USA), Inc. to which the equity method was applied in 2001, is included in consolidation due to an increase in asset of the company.

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

(*4)  Since the total assets of each investee are less than 7 billion won, these companies are excluded from consolidation.    
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CONSOLIDATED SUBSIDIARIES 

AND EQUITY-METHOD INVESTEES 



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

included in the accompanying financial statements, is as follows:

(*)  Amorepacific Cosmetics (USA), Inc. has been included in the 2002 consolidated financial

statements for the first time due to an increase in its asset.

5 3 •

1 | THE CONSOLIDATED COMPANIES AND EQUITY-METHOD INVESTEES CONTINUED ;

SUMMARY OF 

SIGNIFICANT FINANCIAL DATA

Continued ;

Thousands of Korean won

AMOREPACIFIC Corporation

Pacific Pharmaceuticals Co., Ltd. 

Pacific Industries Inc.

Amos Professional Corp.

Etude Corporation

Pacific Metals Co., Ltd.

Pacific Europe S.A.

Amorepacific Cosmetics (USA), Inc.(*)

2002 

2001 

Company

936,846,869

55,459,572

111,478,120

15,518,781

24,011,536

65,119,547

61,901,045

9,340,489

1,279,675,959

1,138,586,642

Total Assets

653,586,034

31,872,025

98,800,094

12,863,448

13,710,480

45,241,553

35,897,846

8,870,270

900,841,750

753,385,214

Shareholders’ equity

1,057,481,566

65,486,090

67,197,549

25,243,131

39,409,389

58,279,110

51,736,415

11,517,937

1,376,351,187

1,254,484,550

Sales

134,928,730

4,897,123

11,335,159

2,523,647

2,408,508

5,632,163

(2,420,804)

659,269

159,963,795

137,014,487

Net Income (Loss)

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 in accordance with Financial Accounting Standards and working rules for consolidated financial statements

generally accepted in the Republic of Korea are summarized below. 

CONSOLIDATION ACCOUNTING POLICIES

The Company maintains its official accounting records in Korean Won and prepares

statutory consolidated financial statements in the Korean language in conformity

with the accounting principles 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, that are not required for a fair presentation of the Company's financial position and results of operations or cash

flows, is not presented in the accompanying consolidated financial statements. 

BASIS OF CONSOLIDATED FINANCIAL

STATEMENT PRESENTATION
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The investment account of the controlling company is eliminated against the corre-

sponding capital accounts of its consolidated subsidiaries. 

The 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 and the negative goodwill is reversed over the weighted aver-

age useful life of depreciable assets using the straight-line method. 

Changes in goodwill and the negative goodwill accounts are summarized as follows:

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 compa-

ny. 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 pro rata ownership.

The Company records the equity of the consolidated subsidiaries, which is not includ-

ed in the equity of the controlling company, as a minority interest in consolidated

subsidiaries. In addition, if losses of the consolidated subsidiaries included in minori-

ty 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 sub-

sidiaries are recognized in equity of the controlling company. 

The Company provides an allowance for doubtful accounts and notes receivable

based on the aggregate estimated collectibility of the receivables.

ELIMINATION OF INVESTMENT AND

CAPITAL ACCOUNTS

ELIMINATION OF INTERCOMPANY

UNREALIZED INCOME 

MINORITY INTERESTS IN

CONSOLIDATED SUBSIDIARIES

ALLOWANCE FOR DOUBTFUL

ACCOUNTS

Thousands of Korean won

January 1, 2002

Increase

Amortization (Reversal)

December 31, 2002

441,263  

-

(147,088)

294,175

Goodwill

4,889,343  

-

(1,772,143)

3,117,200

Negative goodwill

2 | SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued ;
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Marketable securities and investments in equity and debt securities are initially car-

ried at cost, with cost determined using the moving average method. The following

paragraphs describe the subsequent accounting for securities by type of security.

Marketable securities held for short-term cash management purposes are stated at fair market value, and valuation gains or

losses are reported in current operations.

Investments in marketable equity securities of non-controlled investees are carried at fair value. Temporary changes in fair value

are accounted for in the capital adjustment account, a component of shareholders' equity. Declines in fair value that are antici-

pated to be permanent are recorded in current operations after eliminating any previously recorded capital adjustment for tem-

porary changes. Subsequent recoveries or other future changes in fair value are recorded in the capital adjustment account.

Investments in non-marketable equity securities of non-controlled investees are reported at cost, except for declines in the

Company's proportionate ownership of the underlying book value of the investee that are anticipated to be permanent, which are

recorded as valuation losses in current operations. Subsequent recoveries are also recorded in current operations up to the orig-

inal cost of the investment.

Investments in equity securities of companies over which the Company exerts significant control or influence (controlled

investees) are recorded using the equity method of accounting.  Differences between the initial purchase price and the

Company’s initial proportionate ownership of the net book value of the investee are amortized over 5 years using the straight-line

method.  Under the equity method, the Company records changes in its proportionate ownership of 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.

Changes in the equity method adjustment accounts are summarized as follows: 

Inventories are stated at the lower of cost or market value, with cost being deter-

mined using the moving average method, except for raw materials in-transit which

are stated at actual cost determined using the specific identification method. If the net realizable value of inventory is less than

its cost, the carrying amount is reduced to the net realizable value.

MARKETABLE SECURITIES AND

INVESTMENTS

INVENTORIES

Thousands of Korean won

January 1, 2002

Decrease

Amortization 

December 31, 2002

371,643  

-

(180,973)

190,670

Debit

-

-

- 

-

Credit

Equity Method Adjustment

Continued ;

2 | SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued ;
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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 method, over the estimated useful lives of the

assets, as follows:

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 are stated at cost, net of accumulated amortization. Amortization

of these intangible assets is computed using the straight-line method over the esti-

mated economic lives. 

Employees and directors with more than 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 payment of severance benefits of the Company were 25.871 billion won and 14.440 billion won, respectively, for the

years ended December 31, 2002 and 2001. 

Accrued severance benefits are funded approximately 54.6% and 47.9% as of December 31, 2002 and 2001, respectively, 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 to 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.

The Company recognizes deferred income taxes for anticipated future tax conse-

quences resulting from temporary differences between amounts reported for finan-

cial reporting and income tax purposes. Deferred tax assets and liabilities are computed on such temporary differences by apply-

ing 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 than not 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.

PROPERTY, PLANT AND EQUIPMENT

AND RELATED DEPRECIATION

INCOME TAX EXPENSES

MAINTENANCE AND REPAIRS

INTANGIBLE ASSETS

ACCRUED SEVERANCE BENEFITS

Years

Buildings

Structures

Machinery and equipment

Vehicles

Tools

Furniture and fixtures 

10  -  49  

10  -  40

2  -  8  

4  -  8

4  -  8  

4  -  8  

Estimated useful Lives

Straight-line method

”
Declining balance method

”

”

”

Method of Depreciation

2 | SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued ;
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Monetary assets and liabilities denominated in foreign currencies are translated into

Korean Won at the exchange rate prevailing at the balance sheet date. Resulting for-

eign currency exchange gains and losses are recognized in current operations.

The cumulative effects on assets and liabilities arising in accordance with adoption

of revised financial accounting standards were added to or deducted from the begin-

ning retained earnings or capital adjustments pursuant to the transitional provisions

of the revised financial accounting standards.

The Korean Accounting Standards Board (“KASB”) has published a series of

Statements of Korean Financial Accouting Standards (“SKFAS”), which will gradually

replace the existing financial accouting standards, established by the Korean

Financial and Supervisory Board. SKFAS No.2 through No.9 become effective for the

Company on January 1, 2003 and the Company plans to adopt these statements in its financial statements for the year ending

December 31, 2003.

FOREIGN CURRENCY TRANSLATION

CUMULATIVE EFFECTS OF REVISED

STANDARDS

APPLICATION OF THE STATEMENTS

OF KOREAN FINANCIAL 

ACCOUNTING STANDARDS

Continued ;

2 | SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued ;

3 | RESTRICTED BANK DEPOSITS

As of December 31, 2002 and 2001, significant restricted bank deposits comprise the following:

Thousands of Korean won

Long-term financial instruments Collateral for opening checking account 55,073

2002Description of restriction

55,703

2001

4 | MARKETABLE SECURITIES 

As of December 31, 2002 and 2001, marketable securities comprise the following:
Thousands of Korean won

Public bonds

Housing bonds

321,726

1,295,035

1,616,761

2002

296,760

424,950

721,710 

2001

5 | RECEIVABLES 

Receivables and allowance for doubtful accounts as of December 31, 2002 and 2001 comprise the following:
Thousands of Korean won

Trade accounts receivable

Less : Allowance for doubtful accounts

Other accounts receivables

Less : Allowance for doubtful accounts

136,910,992

(4,634,208)

132,276,784

3,030,492

(13,729)

3,016,763

2002

111,239,106

(5,392,300)

105,846,806

3,216,852

(8,479)

3,208,373

2001
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6 | INVENTORIES

Inventories as of December 31, 2002 and 2001 comprise the following (see Note 7):
Thousands of Korean won

Merchandise

Finished products

Work-in-process

Raw materials and supplies

Materials in-transit

20,191,690

61,552,112

17,338,188

26,737,430

2,608,003

128,427,423

2002

11,078,019

58,526,500

15,086,008

26,342,491

3,087,728

114,120,746

2001

7 |  PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment as of December 31, 2002 and 2001 comprise the following:

As of December 31, 2002, certain portions of the Company's property, plant and equipment are pledged as collateral for the long-

term and short-term borrowings from various bank, including Korea Development Bank up to a maximum of 27.304 billion won

(see Notes 9 and 10).

The value of land on the posted prices issued by the Korean Tax authority for tax purpose amounted to 315.738 billion won and

322.166 billion won as of December 31, 2002 and 2001, respectively.

As of December 31, 2002 and 2001, inventories, property, plant and equipment, except for land, are insured against fire and other

casualty losses up to 653.997 billion won and 660.052 billion won, respectively (see Note 6).

Thousands of Korean won

Buildings

Structures

Machinery and equipment

Vehicles

Tools and fixtures

Accumulated depreciation

Land

Construction in progress

Machinery in-transit

207,274,403

32,177,690

118,366,285

3,505,450

216,133,578

577,457,406

(311,933,068)

265,524,338

286,680,980

4,204,975

156,170

556,566,463

2002

206,897,091

21,972,825

110,431,112

3,233,214

184,717,608

527,251,850

(267,592,771)

259,659,079

290,281,139

323,947

283,102

550,547,267

2001
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Continued ;

8 | INVESTMENT SECURITIES

Equity investments at December 31, 2002 and 2001 comprise the following:

Investment securities at December 31, 2002and 2001 comprise the following:
Thousands of Korean won

Equity Investment

Debt Securities

Other Investments

30,791,874

24,747

1,367,506

32,184,127

2002

31,432,762 

26,596

2,022,853

33,482,211

2001

377,265

1,781 

1,143,168

69,952 

4,172 

1,433 

1,597,771

32,533

2,474,951  

-

50,050  

49,406 

60,223 

99,412 

2,618,889

612,977 

5,998,441

4,304,532 

-

1,284,000

4,456,320

1,038,218 

1,209,965 

4,918,994

17,212,029

24,808,241

377,265

1,781 

1,143,168

69,952 

4,172 

1,433 

1,597,771

74,593

3,450,565

-

223,312

500,000

1,201,200

540,000

3,002,771

881,764

9,874,205

6,277,057

-

1,283,901

4,443,546

1,106,743

1,289,657

4,918,994

19,319,898

30,791,874

1,811,948

18,710

-

325,360

4,572

- 

2,160,590 

74,593

3,450,565

438,235

116,800

500,000

1,201,200

540,000

-

641,345

6,962,738

1,579,129

4,344,720

-

2,217,884

131,392

353,736

6,329,600

14,956,461

24,079,789

1,811,948

18,710

438,142

325,360

4,572

6,018 

2,604,750 

74,593

3,450,565

-

223,312

500,000

1,201,200

540,000

3,002,771

918,323

9,910,764

1,579,129

-

1,070,000

2,217,884

131,392

353,736

6,329,600

11,681,741

24,197,255 

0.08

0.02

0.01

0.42

0.07

0.08

1.60

-

0.07

5.00

4.94

2.88

1.80

49.90

-

71.33

100.00

50.00

100.00

100.00

Marketable Securities

SK Security Co., Ltd. (common stock)

SK Security Co., Ltd. (preferred stock)

SK Telecom Co.

Korea Investment Corporation

Haitai Stores Co., Ltd.

Others

Unmarketable Securities

The Korea Economic Daily

KGI Security (Korea) Co., Ltd.

Shinsegi Telecom. Inc.

Onssetel Co., Ltd.

Virtual MD Co., Ltd.

Biocell Co., Ltd.

Entopharm Co., Ltd.

Jang Won Industry Co., Ltd.

Others 

Investments using the equity method(**)

BBDO Korea Inc.

Amorepacific Cosmetics (USA), Inc.

Parfums eSpoir Corporation

Amorepacific Cosmetics

(Shenyang) Co., Ltd.

Taiwan Amore Co., Ltd.

Amorepacific Japan Co., Ltd.

Amorepacific Cosmetics

(Shanghai) Co., Ltd.

20022002 2002 2001

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

(**) The equity method of accounting applied based on the affiliates' most recent financial information, some of

which have not been audited or reviewed.

Thousands of Korean won

644,045

3,810

-

325,360

5,978

-

979,193

74,593

3,450,565

438,235

116,800

500,000

1,201,200

540,000

-

590,495

6,911,888

5,366,539

5,929,298

-

4,267,012

524,252

1,124,980

6,329,600

23,541,681

31,432,762

20022001

Ownership 
percentage(%)

Acquisition cost Book value Fair Value or Net
Asset Value(*)



2002 682,169

2001 803,188
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8 | INVESTMENT SECURITIES Continued ;

9 | SHORT-TERM BORROWINGS

A certain portion of the Company's property, plant and equipment as of December 31, 2002 is pledged as collateral for the above

short-term borrowings and payment is guaranteed by affiliated companies (see Notes 7). 

Short-term borrowings as of December 31, 2002 and 2001 comprise the following:

Unrealized income and loss included in inventories as a result of intercompany transactions are as follows:

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

ed financial statement. The equity method evaluation as of December 31, 2002 and 2001 comprise the following:

Thousands of Korean won

Thousands of Korean won

Unrealized Income (loss)

(*) Pacific Metals Co., Ltd. to which the equity method was applied in 2001, is included in consolidation due to the
increase in ownership ratio.

6,277,057

1,283,901

4,443,546

1,106,743

1,289,657

4,918,994

19,319,898

2,407,518

213,901

597,788

609,401

94,974

(1,132,338)

2,791,244

(1,497,000)

-

-

(137,934)

-

-

(1,634,934)

-

1,070,000

-

-

-

-

1,070,000

5,366,539

-

4,267,012

524,252

1,124,980

6,329,600

17,612,383

BBDO Korea Inc.

Parfums eSpoir Corporation

Amorepacific Cosmetics 

(Shenyang) Co., Ltd.

Taiwan Amore Co., Ltd.

Amorepacific Japan Co., Ltd.

Amorepacific Cosmetics 

(Shanghai) Co., Ltd.

Thousands of Korean won

-

-

(519,148)

(232,313)

(5,946)

(278,268)

(1,035,675)

Book value as
of December

31, 2001

- 

5.6

-

Commercial papers issued

Trade loans

Foreign currency borrowings

Annual
Interest Rate (%)

December 31, 2002 2002

-  

1,300,000

-

1,300,000

6,300,000

1,300,000

2,864,977

(EUR  2,443,269)

10,464,977

Dividends

-

-

97,894

343,337

75,649

-

516,880

Retained
earnings

Acquisition
(Disposal)

Gain (Loss) 
on Valuation

Increase
(Decrease) 

in capital
Adjustment

Book value as
of December

31, 2002

year

2001
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Continued ;

2) Foreign currency loans

A certain potion of the Company's property, plant, and equipment as of December 31, 2002 is pledged as

collateral for the above long-term debts and payment is guaranteed by affiliated companies (see Notes 7,

13 and 15).

10 | LONG-TERM DEBTS

Long-term debts as of December 31, 2002 and 2001 comprise the following:

The aggregate annual maturities of long-term debt outstanding as of December 31, 2002 are as follows:

Thousands of Korean won

Energy fund loans

General loans

Less: Current Maturities

Korea Development Bank

Hana bank, etc

- 

6.2 - 7.1

Lender December 31, 2002

-  

5,613,980

5,613,980

(5,229,320)

384,660

2002

1,317,500

6,403,276

7,720,776

(1,316,296)  

6,404,480

2001

Annual
Interest Rate (%)

Thousands of Korean won

2003.1.1-2003.12.31

2004.1.1-2004.12.31

2005.1.1-2005.12.31

2006.1.1 and thereafter

5,229,320

174,660

120,000

90,000

5,613,980

Year Won currency loans Foreign currency loans

921,737

921,737

425,863

440,285

2,709,622

6,151,057

1,096,397

545,863

530,285

8,323,602

Total

1) Won currency loans

Thousands of Korean won

General loans

Less: Current MaturitiesLess: Current Maturities

Korea Development

Bank, etc.

2.6 - 4.0

Lender December 31, 2002

2,709,622  

(USD 825)

(YEN 129,895)

(EUR 304,898)

2,709,622

(921,737)

(USD 326)

(YEN 47,796)

1,787,885

2002

5,149,255

(USD 1,893)

(YEN 181,691)

(EUR 686,021)

5,149,255

(1,919,446)

(USD 1,068)

(YEN 49,796)

3,229,809

2001

Annual
Interest Rate (%)
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12 | MONETARY ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES

11 | ACCRUED SEVERANCE BENEFITS

Monetary assets and liabilities denominated in foreign currencies other than in Notes 9 and 10 as of December 31, 2002 and 2001

comprise the following:

Thousands of Korean wonForeign Currency

Cash and cash equivalents

Short-term financial instruments

Trade accounts receivable

Trade accounts payable

USD 

CAD

YEN

EUR

USD

USD 

EUR

CAD

HKD

YEN

GBP

DEM

NZD

EUR

USD

YEN

CHF

6,158,701

11,532

5,901,171 

18,398,983 

222,228

2,767,432 

11,815,114

218,457 

3,282,085

11,092,185

12,848

1,794,397

-

7,427,714

-

-

-

2001

USD 

CAD

YEN

EUR

USD

USD 

EUR

CAD

HKD

YEN

GBP

DEM

NZD

EUR

USD

YEN

CHF

1,270,605

11,591

10,040,641

1,084,551

224,915 

3,259,434

2,034,489

72,898

3,425,223

7,775,036

17,106

-

10,365

557,091

721,933

43,805,046

33,115

2002

2,999,427

269,988

7,171,642

2,039,399

2002

29,810,878

294,696 

19,622,979

8,711,488

2001

Accrued severance benefits as of December 31, 2002 and 2001 comprise the following:

Thousands of Korean won

Balance at the beginning of the year

Provision

Payments of severance benefits

Deposits with the National Pension Funds

Severance insurance deposits

102,195,190

29,747,286

(25,870,568)

106,071,908

(3,922,616)

(57,944,561)

44,204,731

December 31, 2002

81,088,221

35,547,380

(14,440,411)

102,195,190

(8,153,398)

(48,938,600)

45,103,192

December 31, 2001
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Continued ;

13 | COMMITMENTS AND CONTINGENCIES

The Company has entered into bank overdraft agreements with several banks amounting to 33.140 billion won as of December 31,

2002.  As of December 31, 2002, the Company also has entered into agreements with various banks to discount notes receivable up

to a maximum of 19.600 billion won. Also, the Company opened the amount of 18.167 billions won of L/C with several banks.

As of December 31, 2002, the Company is contingently liable for outstanding loan guarantees for consolidated subsidiaries (see

Notes 10 and 15). Other than this, outstanding balance of guarantees provided for the Company's non-consolidated affiliated com-

panies are 11.500 billion won.

As of December 31, 2002, in the ordinary course of business, the Company has provided a number of checks and promissory notes

as collateral for financing and others.

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

chase the SS cream from 1998 and an agreement with Novartis Korea Limited to purchase the Lamisil from March 1, 1999.

In response to the generally unstable economic conditions , the Korean government and the private sector have been implement-

ing structural reforms to historical business practices. Implementation of these reforms is progressing slowly,  particularly in the

areas of restructuring private enterprises and reforming the banking industry. The Korean government continues to apply pres-

sure to Korean companies to restructure into more efficient and profitable firms. The Company may be either directly or indirectly

affected by these general unstable economic conditions and the reform program described above. The accompanying consolidated

financial statements reflect management's assessment of the impact to date of the economic situation on the financial position of

the Company. Actual results may differ materially from management's current assessment.

14 | SHAREHOLDERS’ EQUITY 

In accordance with the Asset Revaluation Law, the controlling company had revalued

a substantial portion of its property, plant and equipment, effective on several dates.

The revaluation increment of 172.887 billion won, net of revaluation taxes was credited to revaluation surplus.

The Commercial Code of the Republic of Korea requires the Company to appropriate,

as a legal reserve, an amount equal to a minimum of 10% of cash dividends paid,

until such reserve equals 50% of its issued capital stock. The reserve is not available for the payment of cash dividends, but may

be transferred to capital stock, or used to reduce accumulated deficit, if any, through an appropriate resolution by the Company's

shareholders.

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

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

structure, a portion of retained earnings equal to a minimum of 10 % of its annual income plus at least 50 % of the net gain from

the disposal of property, plant and equipment after deducting related taxes, until equity equals 30 % of total assets. This reserve

is not available for dividends, but may be transferred to capital stock, or used to reduce accumulated deficit, if any, through an

appropriate resolution by the Company's shareholders.

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

development and overseas market development, etc. This reserve is not available for dividends until used for the specified pur-

pose or reversed.

RETAINED EARNINGS

REVALUATION SURPLUS
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15 | INTERCOMPANY TRANSACTIONS AND ACCOUNT BALANCES

As of December 31, 2002 and 2001, outstanding balances of guarantees that the controlling company provided to the consolidat-

ed subsidiaries are as follows (see notes 10 and 13):

For the years ended December 31, 2002 and 2001, significant intercompany transactions, which have been eliminated in the

accompanying consolidated financial statements, are summarized as follows:

Thousands of Korean won

AMOREPACIFIC Corporation

Pacific Pharmaceuticals Co., Ltd.

Pacific Industries Inc.

Amos Professional Corp.

Etude Corporation

Pacific Metals Co., Ltd.

Pacific Europe S.A.

Amorepacific Cosmetics (USA), Inc.

2002

2001

73,406,316

2,584,256

7,566

12,980,188

4,756,339

38,380

234,398

4,775,877

98,783,320

93,482,617

Purchases

14,886,874 

8,410,025

48,560,953

9,373,467

2,634,564

-

14,917,437

-

98,783,320

93,482,617

Sales

1,620,410

1,397,834

12,605,917

643,686

1,370,855

-

510,408

-

18,149,110

21,579,725

Receivables

15,202,593

347,871

1,934

1,077,499

1,388,580

-

3,973

126,660

18,149,110

21,579,725

Payables

Thousands of Korean won

Pacific Europe S.A. 10,189,000

2001

20,250,696

2002Subsidiary

Financing

Description

Beneficiary certificates arranged to invest in the Company's own shares of stock are

stated at the lower of the acquisition cost of the beneficiary certificates and the fair

value of the Company's shares of stock and recorded as an adjustment to shareholders' equity. The Company's shares of stock

included in the specified money trust in which the Company has invested are regarded as treasury stock purchased directly and

are recorded as an adjustment to shareholders' equity.

As of December 31, 2002 and 2001, the Company retained 63,600 shares (7.208 billion won of book value) and 100,100 shares

(8.520 billion won of book value) of treasury stock as beneficiary certificates, which were arranged to invest in the Company's own

shares of stock, respectively, and the differences between the acquisition cost and fair value of the beneficiary certificates are

recorded as loss on disposal of treasury stock. In addition, as of December 31, 2002 and 2001, the Company retained 218,900

shares (25.127 billion won of book value) and 100,000 shares (9.099 billion won of book value) of treasury stock in the specified

money trust.

TREASURY STOCK

14 | SHAREHOLDERS’ EQUITY Continued ;
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16 | RELATED PARTY TRANSACTIONS AND ACCOUNT BALANCES

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

31, 2002 and 2001 are summarized as follows:

Thousands of Korean won

BBDO Korea Inc.

Jang Won Industry Co., Ltd.

Taeshin Printing Co., Ltd.

Others

2002

2001

13,967,122

10,218,928

42,937,432

6,924,688

74,048,170

18,577,760

Purchases

8,421

68,663

155

8,502,464

8,579,703

3,910,805

Sales

-

2,584,870

-

1,610,695

4,195,565

728,840

Receivables

16,093,997

890,036

10,550,134

2,062,201

29,596,368

11,819,415

Payables

Continued ;

17 | INCOME TAX EXPENSES

As of December 31, 2002 and 2001, the calculation of deferred income tax assets (liabilities) comprises the following:

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

Income tax expenses for the years ended December 31, 2002 and 2001 comprises the following:

Thousands of Korean won

Current income taxes under the tax law

Changes in deferred income tax assets and liabilities

53,128,481

10,694,730

63,823,211

2001

61,389,372

3,074,600

64,463,972

2002

4,338,026

(1,552,215)

852,104

3,637,915

23,848,661

5,043,164

-

28,891,825

3,637,915

1,968,564

-

5,606,479

Beginning balance of the tax effect of temporary differences

Changes in deferred income tax assets and liabilities

Changes in consolidation scope

Debit Debit Credit

Thousands of Korean won

14,706,146

9,142,515

-

23,848,661

Credit

2002 2001

Thousands of Korean won

(78,401,838)

(68,049,650)

2002

2001

-

-

Tax Credits Carried-over
from Previous year

(23,285,346)

(20,210,746)

Income Tax EffectsAccumulated
Temporary Differences

(23,285,346)

(20,210,746)

Deferred Income Tax Assets
(Liabilities)



• 6 6

The changes in temporary differences for the years ended December 31, 2002 and 2001 are as follows:

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

the result of tax reconciliation, tax credits and other items, the effective tax rate of the Company is 30.7% and 34.5% for the years

ended December 31, 2002 and 2001, respectively.

Thousands of Korean won

Depreciation expense

Reserve for technical development 

Allowance for doubtful account

Accrued income

Reserve for loss

Accrued severance benefits

Investment securities

Foreign currency transaction adjustment debit

Others

2002

2001

346,763

(14,800,000)

976,376

(217,871)

(3,100,000)

461,776

(17,052,157)

-

16,065,394

(17,319,719)

(6,767,733)

Increase

748,942 

(68,578,228)

6,123,769

(374,137)

(2,200,000)

20,484,767

(34,912,612)

545,607

10,112,242

(68,049,650)

(39,640,168)

Beginning Balance

424,561

(16,884,114)

2,856,005

(343,592)

-

919,658

539,257

333,505

5,187,189

(6,967,531)

21,641,749

Decrease

671,144

(66,494,114)

4,244,140

(248,416)

(5,300,000)

20,026,885

(52,504,026)

212,102

20,990,477

(78,401,838)

(68,049,650)

Ending Balance

17 | INCOME TAX EXPENSES Continued ;

The differences between income before income tax expenses and taxable income for tax purpose are as follows:

Thousands of Korean won

Reserve for technical development

Allowance for doubtful accounts

Accrued income

Accrued severance benefits

Others

Temporary

Differences added to income :

16,884,114

976,376

343,592

461,776

10,878,205

Entertainment expenses in excess of tax limit

Additional payment of income tax

Others

Permanent

5,184,247

321,579

12,411,825

47,461,714 Refund of income tax

Others

Permanent

1,217,809

1,563,199

42,677,259

Differences deducted from income :Differences deducted from income :
Thousands of Korean won

Deprecation expense in excess of tax limit

Reserve for technical development

Allowance for doubtful accounts

Accrued income

Reserve for loss

Accrued severance benefits

Investment securities

Foreign currency translation adjustment debit

Temporary

77,798

14,800,000

2,856,005

217,871

3,100,000

919,658

17,591,414

333,505
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There are no outstanding convertible bonds or other dilutive securities as of December 31, 2002 and 2001. Accordingly, basic

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

18 | EARNINGS PER SHARE

Basic ordinary income per share and basic earnings per share for the years ended December 31, 2002 and 2001 are calculated

as follows :

Korean won

(1) Weighted average number of Shares of outstanding common stock (*)

(2) Ordinary income

(3) Preferred stock dividends

(4) Income tax effects 

(5) Ordinary income of common stock ((2)-(3)-(4))

(6) Basic ordinary income per share ((5)/(1))

(7) Net income of common stock

(8) Basic earnings per share ((7)/(1))

8,280,695 shares

179,362,180,909

2,550,240,000

63,823,210,774

112,988,730,135

13,645

112,988,730,135

13,645

2001

8,220,681 shares

203,694,722,351

3,230,304,000

64,463,972,189

136,000,446,162

16,544

136,000,446,162

16,544

2002

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

Continued ;

19 | DIVIDENDS

The dividend, dividend yield ratio and dividend payout ratio of AMOREPACIFIC Corporations for the years ended December 31,

2002 and 2001 are calculated as follows(Korean Won): 

8,300,700 shares

1,450 (29%)

12,036,015,000

1,700,160 shares

1,900 (38%)

3,230,304,000

8,218,300 shares

1,850 (37%)

15,203,855,000

Shares issued

Dividend per share (ratio)

Dividend amount

Common shares Common shares Preferred shares

1,700,160 shares

1,500 (30%)

2,550,240,000

Preferred shares

2002 2001Dividend : 

1,450

132,000

1.10 %

1,900

48,750

3.90%

1,850

103,000

1.80%

Dividend per share

Market value at the end of the year

Dividend yield ratio

Common shares Common shares Preferred shares

1,500

47,500

3.16 %

Preferred shares

Dividend yield ratio :

18,434,159,000

134,928,730,550

13.66%

Dividend

Net income

Dividend payout ratio

14,586,255,000

117,087,506,170

12.46 %

2002
Dividend payout ratio

2002 2001

2001



• 6 8

22 | TRAINING AND RECRUITING EXPENSES

The expenses of AMOREPACIFIC Corporation for training and recruiting employees are as follows:

Thousands of Korean won

87,930

92,035

2002

2001

5,064,095

4,442,411

Total

4,976,165

4,350,376

Training expenseRecruiting expense

23 | SEGMENT INFORMATION

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

Thousands of Korean won

Sales

Inter-segment Sales

Sales, net

Operating income

Total assets

190,962,749

(56,961,988)

134,000,761

28,766,253

232,057,238

Others

1,185,388,438

(40,749,445)

1,144,638,993

177,957,933

1,047,618,719

Manufacturing and 
marketing of cosmetics

(97,711,433)

97,711,433

-

(530,920)

(194,296,099)

Consolidating Adjustment

1,278,639,754

-

1,278,639,754

206,193,266

1,085,379,858

Total

21 | ENVIRONMENTAL POLICY

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

the management system to evaluate, manage and improve the environmental conditions. For this purpose, the AMOREPACIFIC

Corporation acquired the certificate of ISO 14001.

The expenditures for environmental improvement of the AMOREPACIFIC Corporation amounted to 1.602 billion won and 1.344

billion won for the years ended December 31, 2002 and 2001, respectively.

20 | CONTRIBUTIONS TO SOCIETY

The contributions to society of AMOREPACIFIC Corporation for the years ended December 31, 2002 and 2001 are as follows:

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

employees’ offspring. 

Thousands of Korean won

Facilities for rehabilitants

Contribution to school

Others

Total

1,053,511

176,200

1,468,965

2,698,676

2001

563,189

420,000

1,670,430

2,653,619

2002
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Thousands of Korean won

Transfer of long-term financial instruments to short-term financial instruments

Transfer to property, plant and equipment

Dividend declared

Transfer of long-term debts to current maturities

Conversion of convertible bond

3,719,503

5,857,638

14,586,255

13,249,742

5,211,897

2001

280,000

2,385,248

18,434,159

6,151,057

-

2002

24 | GEOGRAPHICAL SEGMENT INFORMATION

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

Thousands of Korean won

Sales

Inter-segment Sales

Sales, net

Operating income

Total assets

63,254,352

(7,221,764)

56,032,588

(1,439,925)

71,241,534

56,726,613

Others

1,256,370,222

(90,489,669)

1,222,607,166

208,164,111

1,208,434,423

Export

Korea

Domestic

(97,711,433)

97,711,433

-

(530,920)

(194,296,099)

Consolidating
Adjustment

1,278,639,754

-

1,278,639,754

206,193,266

1,085,379,858

Total

25 | SUPPLEMENTAL CASH FLOW INFORMATION

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.

Significant transactions not involving the inflow or outflow of cash and cash equivalents are as follows:

26 | UNITED STATES DOLLAR AMOUNTS

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

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

expressed in U.S. Dollars at the rate of W—1,200.4:US$1, the rate in effect on December 31, 2002. This presentation is not in accor-

dance with accounting principles generally accepted in the Republic of Korea and should not be construed as a representation

that the Won amounts shown could be converted, realized or settled in U.S. Dollars at this rate.

The 2001 U.S Dollar amounts, which were previously expressed at W—1,326.1:US$1, the rate prevailing on December 31, 2001,

have been restated to reflect the exchange rate in effect on December 31, 2002.
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