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Vision
AMoREPACiFiC has been a leader of the Korean cosmetics industry since its establishment in 1945, 

meeting its customers’ constantly changing demands with a host of innovative beauty and health 

products and services. We have been facing and overcoming new challenges, and continuously 

adding efforts to understand and satisfy our customers. With such passion, we are committed to 

strengthening our leadership in the domestic market, while simultaneously developing into a global 

enterprise, sharing the essence of Asian beauty with the rest of the world and helping our customers 

lead lives of abundance and beauty. 

AMoREPACiFiC 
The Asian Beauty Creator 
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FinAnCiAl HigHligHTs

The name AMoREPACiFiC used throughout this annual report is a combined term for all companies 

under PACiFiC Corporation including AMoREPACiFiC Corporation. 

Corporate goodwill worth KRW 588.6 billion accrued from AMoREPACiFiC’s 2006 decision to 

restructure itself as a holding company. This sum will be depreciated at a fixed amount of KRW 29.4 

billion annually over a period of 20 years. After excluding this from the company’s consolidated sales, 

general, and administrative (sg&A) expenses in 2007, operating income is estimated to have increased 

by 9% to Us$ 267 million, and net profit by 14% to Us$ 218 million.

Unit : %

Debt To Equity Ratio ROA ROE

200720062005

43.5 29.2 28.6 307.6 291.7 315.9 11.4 9.2 7.0 16.0 12.3 9.1

Current Ratio

200720062005200720062005200720062005

Unit : U.s. dollars in Million 

Operating Income Net IncomeNet Sales

1,334 1,646 1,752 162 192 187216 245 236

200720062005200720062005 200720062005
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The cosmetics business, backed by strong brand power and experience in locating top-flight sales 

channels, continued its advance, despite increasingly intense competition from global players. our 

mega brands such as sulwhasoo, Hera, laneige, and ioPE enjoyed solid growth and retained customer 

loyalty by providing differentiated products and services. We also strengthened our market leadership 

in both the prestige and mass markets by responding to such market changes with flexibilty. in the 

personal care business, Mise en scene and Happy Bath both positioned themselves as market-leading 

brands, while the green tea business gained ground through the reinforcement of its premium lines 

and an overhaul of its distribution network.   

The overseas business is demonstrating rapid growth, especially in China, establishing itself as a key 

growth engine of AMoREPACiFiC. in China, which is becoming the company’s second domestic 

market, we established a foundation for profitable growth by strengthening our brand assets and 

expanding our distribution channels. We also accelerated the establishment of our brand power in the 

United states and France. 

To achieve continuous growth, AMoREPACiFiC actively conducted a wide array of innovations. We 

made constant channel innovations and strengthened our sales and service competencies, with 

the aim of bolstering the company’s relationship with its customers and business partners, amid a 

changing market environment. We also boosted our investments in marketing and R&D, reflecting 

our strategy of developing innovative products to meet our customers’ needs while augmenting 

our brand value. 

in 2008, uncertainties in the business environment will continue, and customers and markets will 

rapidly change. However, one thing is clear: the global demand for beauty and health products is rising 

faster than ever. With this, we will continue to utilize new opportunities and challenges in the coming 

age to develop into a global company, sharing the essence of Asian beauty with the rest of the world 

as the  “Asian Beauty Creator.” 

To this end, we will take heed of our customers’ voices. We will put innovation into action to further 

boost the company’s competencies and values. We will strengthen our global business foundations 

even further to accomplish solid overseas expansion and positive earnings growth. Finally, we will 

faithfully fulfill our role as a corporate citizen and gain respect from customers and society.

i ask for your continued encouragement and support of AMoREPACiFiC, as we spread our wings to 

become a true global company.

Thank you.

MEssAgE FRoM THE CEo

Kyung-Bae Suh, President and CEo

Dear shareholders, 

on behalf of AMoREPACiFiC, i would like to thank all of you for your continuous support and interest. 

2007 was a meaningful year in that we strengthened the foundation for long-term growth. We 

enhanced the company’s competitiveness, and reinforced the foundations for globalization amid 

various changes in the global business environment. As a result, total sales and operating income 

amounted to 1,644 billion won and 221 billion won, respectively, at the end of 2007.
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COSmETICS BuSINESS

PERSONAl CARE AND 
gREEN TEA BuSINESSES

sulwhasoo has strengthened its leading position in the oriental herbal cosmetics 

market, thanks to the release of new products, such as su Essence, and the continuous 

growth of existing products, such as Jaeumsaeng Cream and Yunjo Essence. Hera 

recorded a solid performance, mainly in the premium makeup category with its Rouge 

Holic and the Precious base makeup. 

laneige released a specialized premium makeup line and expanded its 

distribution channel into department stores, thereby strengthening its status as one of 

the global brands that represents AMoREPACiFiC. At the same time, ioPE continued its 

unrivaled popularity in the functional cosmetics market with the introduction of the 

Whitegen RXC line complementing the already-established super Vital line. 

in addition, the inner beauty brand, V=B, fortified its position as one of our 

new growth engines by creating a new oriental herbal beauty food market through the 

roll-out of the Yeginseng red ginseng line.

AMoREPACiFiC’s business area is steadily expanding from the manufacturing 

business to include the retail business. Accordingly, we are continuously innovating 

distribution networks and retail sales competency to strenghthen relationships with 

customers and to build a seamless collaborative structure with business partners. 

Despite continuing challenges from competitors, we also achieved solid 

growth in the door-to-door and department store channels. We attribute this success 

to the differentiated product quality, and brand power of sulwhasoo and Hera, and the 

individualized counseling services offered by our highly-trained beauty counselors. 

The HUE Place, on top of its counseling services and the strong performance 

of laneige, ioPE, and Mamonde, has reinforced its leadership in the multi-brand shop 

channel. Along with the innisfree Herb station, which increased its number of stores in 

the main commercial districts, the HUE Place has been playing a pivotal role in enabling 

AMoREPACiFiC to regain its market leadership in the mass channels. 

Both Mise en scene and Happy Bath have been leading brands in the hair care and 

body care markets respectively. AMoREPACiFiC has also concentrated on exceding the 

customers’ needs by launching such high value-added products with strengthened 

aesthetic perspectives as Happy Bath Blue spa Essential Body Cleanser.

With regard to our green tea business, we overhauled our distribution 

network and released new high-quality products, such as the sulloc Pyramid tea bag, to 

bring the rich tastes and flavors of tea leaves to our customers. such efforts will establish 

a foundation that will enable us to take great strides forward again, despite the difficult 

market environment. 

in the current distribution environment, large distributors are becoming 

powerful and competition with global brands is increasing. We carried out a sales 

stimulation and enhancement program to strengthen the collaboration with these 

retailers and acquire advanced sales and service capabilities. 

AMOREPACIFIC has long been the front-runner in the Korean beauty and health industry, backed by its 

strong brand power and firm channel leadership.

DoMEsTiC BUsinEss
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We are expanding our customer base in the Chinese market with laneige and 

Mamonde. laneige, which features products such as the Water sleeping Pack and 

Future Age Eye serum, is quickly becoming a leading premium brand in Asia with 

high-quality offerings that meet the needs of Asian women. We have focused on 

enhancing Mamonde’s brand recognition by increasing our presence at specialty 

and department store counters and boosting promotional activities. Based on 

such achievements, AMoREPACiFiC posted a financial surplus merely five years 

after fully launching its business in China in 2002, thus establishing a foundation 

for profitable growth.

last year, our lolita lempicka fragrance celebrated its 10th anniversary 

in France, which holds a premier place in the world’s fragrance market. Having 

enjoyed immense popularity since its launch, AMoREPACiFiC is also bolstering its 

brand assets by re-launching it in north America and seeking out sales space in 

duty-free shops.

in the United states market, AMoREPACiFiC is strengthening its 

presence as a luxury brand that delivers the authentic beauty of Asia. The 

AMoREPACiFiC brand is establishing a foundation for growth by offering high-

quality products and exceptional services at the AMoREPACiFiC Beauty gallery 

& spa, a flagship store located in new York City’s soho district, as well as upscale 

department stores, such as Bergdorf goodman and neiman Marcus.

in addition, laneige made its debut in the Russian market, which has 

a high growth potential, following AMoREPACiFiC brand’s advance into Japan in 

2006. We will establish a long-term growth foundation by strategically expanding 

its business to include new regions. 

International business is AMOREPACIFIC’s core growth engine. Centering on China, France, and the United 

States, we are spreading the reach of our global operations by establishing world-class brands imbued with 

the essence of Asian beauty. 

inTERnATionAl BUsinEss



AMOREPACIFIC has achieved solid growth by listening to customer’s voices, offering products and services 

that satisfy their needs, and continuously enhancing innovation capabilities. 

gRoWTH THRoUgH innoVATion
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mARKETINg

laneige’s High Perm Curling Mascara received the Etoile Award – the top prize in the cosmetics category – at 

the observeur du Design innovation design awards ceremony sponsored by the Agence pour la Promotion 

de la Création industrielle (Agency for the Promotion of industrial Designs) of France. This product, with its 

discus-shaped rubber brush, is designed to enable Asian women to make their eyelashes look beautiful.

AMoREPACiFiC’s success begins with a sincere interest in and dedication to 

its customers. 

growth through innovation begins with listening to our customers’ 

voices and seeking ways to improve customer values. AMoREPACiFiC 

makes close observations of its customers’ skin care needs and their usage 

environments, patterns, and habits. We then use those results to develop our 

products, allowing us to immediately respond to changes in consumer trends 

and the overall market. 

in 2007, we introduced the Direct Consumer Contact Program by 

turning our customer observation methods into systematic processes. This 

enabled us to strengthen our foundations for consumer-centered innovation 

based on a total understanding of our customers’ experiences and needs– 

from the time they purchase a product until they use it.

Moreover, AMoREPACiFiC is improving its brands’ value with design 

management that realizes and respects customer values, such as a product’

s functionality, emotional appeal, and visual appearance. We established 

design networks in Korea and abroad to meet the desires of our customers 

with creative ideas.
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ingredients that are effective in skin whitening, wrinkle reduction, and anti-aging, 

ranging from basic research on the skin to application technologies in the field of 

beauty and health.

in August, the Ministry of science and Technology awarded 

AMoREPACiFiC with a new Excellent Technology (nET) designation from for the 

production technology involved in nictoflorin, our wrinkle reduction ingredient. in 

December, we received an Advanced Technology award from the Ministry of Health 

and Welfare for the use of nano lipid Carrier technology in our skin care products.

The R&D Center also plays a significant role in developing products 

for the rapidly growing oriental herbal beauty and health market. This includes 

researching natural materials with the potential to be used as oriental herbal 

medicines (such as red ginseng, green tea, and bamboo) and verifying both their 

safety and their effectiveness.  

AMoREPACiFiC is growing into a competitive company in the global market 

through continuous change and innovation.

We are reinforcing our global operations model to maximize synergy 

between headquarters and our global business. We acquired integrated global 

management perspectives by introducing a standardized global business process 

and system. We also strengthened cooperation among global operations, and 

improved our decision-making process to enhance our market adaptability and 

organizational flexibility.

We are enhancing our global network to identify promising ideas 

and innovative technologies. To do so, we are shifting from a domestically-

centered marketing and sales strategy to a globalized one by constructing 

global marketing and sales platforms and developing globally-integrated R&D 

processes. integrated global supply chain management has bolstered our 

cost competitiveness and customer management capabilities. in addition, 

we are implementing a global corporate culture and augmenting our human 

resources exchanges to ensure that these changes will be permanently built 

into our overall operations. 

   
glOBAl mANAgEmENT  

in today’s rapidly changing market environment, AMoREPACiFiC is strengthening 

its channel competitiveness to more flexibly and effectively respond to the needs 

of our customers and business partners. 

The AMoREPACiFiC counselors who actively work in our door-to-

door sales channel are experts, providing high quality products and counseling 

services. AMoREPACiFiC supports the growth and success of approximately 

32,000 AMoREPACiFiC counselers through professional training as well as a 

systematic compensation process. 

To build a win-win relationship with the counselors, we are supporting 

the efforts of counselors to increase their income by sharing the best practices 

of excellent performers, ameliorating our service education programs, and 

developing a service quality measurement model, the service Quality index (sQi).

in the mass channel, we achieved high growth by improving 

productivity at each store based on channel visibility. The Hue Place increased 

the number of ViP members through CRM activities and systematically shared 

best practice sales methods, thereby further strengthening retail sales power. The 

innisfree Herb station strengthened its position in the brand shop channel by 

aggressively opening shops and rapidly releasing trend-setting products. 

in addition, we introduced a program to strengthen our sales and 

service capabilities. As a result, we were able to offer differentiated values, tailored 

to the needs of each customer and business partner. This program will contribute 

to an improvement in the productivity and efficiency of each channel, including 

large supermarkets, the Hue Place, and the innisfree Herb station.

SAlES CHANNElS 

AMoREPACiFiC is improving its brand value by developing reliable, high-quality 

products and investing in state-of-the-art research and development activities. 

Comprised of four separate research sectors (cosmetics and personal 

care, skin research, pharmaceuticals, and food), the AMoREPACiFiC R&D center 

is enhancing our global competitivess and research capabilities through joint 

research with relevant research organizations and universities at home and 

abroad. AMoREPACiFiC is focusing on developing new materials and functional 

RESEARCH & DEVElOPmENT 
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SOCIAl CONTRIBuTION 
ACTIVITIES 

AMoREPACiFiC contributed to the economic self-sufficiency and advancement into 

the workforce of women by adopting the door-to-door sales system in the 1960s. in 

1973, we launched our social contribution activities by establishing the AMoREPACiFiC 

scholarship & Cultural Foundation. Based on the slogan, “Beautiful People, Better 

Tomorrow,” we are engaging in a wide range of social contribution activities that 

target women and children. By putting the spirit of sharing into action, we are 

creating a world of happiness where everyone can live beautiful and healthy lives. 

We also support the Pink Ribbon Campaign, which strives to increase 

the level of awareness of breast cancer and inform people about the necessity 

and importance of regular preventive checkups. The Pink Ribbon Marathon, a 

regular part of this campaign, has been held in five cities since 2001, with all 

entry fees being donated to the Korea Breast Cancer Foundation for use in breast 

cancer prevention activities. 

in addition, AMoREPACiFiC uses the Beautiful Foundation to assist 

low-income, single-parent families help themselves by operating independent 

businesses. We assist with the operations of such “Hope stores” by sponsoring 

small business start-up loans and offering continuous encouragement and 

support to these budding entrepreneurs. store owners donate one percent of 

their profits to the foundation’s fund so that this sharing creates a positive cycle. 

since 2005, we have assisted female foreign workers and wives 

who are having difficulties adapting to Korean society and culture. The female 

development fund that we have seconded to the Ministry of gender Equality 

& Family has been used to educate these women in such areas as the Korean 

language, family law, and child rearing. it also provides them with counseling 

programs and medical assistance.

We support our employees’ participation in sharing activities through a 

matching gift program. in addition, our employees, counselors, and prosumers are 

visiting welfare facilities across the nation to carry out volunteer activies. in these 

cases, the company is more than happy to assist with necessary equipment and 

other expenses. AMoREPACiFiC will continue to actively implement a win-win 

management process that enables the company to grow together with society 

through such social contribution activities.

CoRPoRATE soCiAl REsPonsiBiliTY
Sustainability has emerged as a new management paradigm, helping companies to improve their long-

term values and competitiveness. AMOREPACIFIC is seeking to take a step closer to its customers as a 

sound company that realizes long-term growth based on harmony with society.
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ENVIRONmENTAl 
mANAgEmENT 

in December, AMoREPACiFiC was honored with the Ministry of the Environment Award at the 2007 Korea 

Corporate social Responsibility Awards ceremony. This award is for companies that consider the needs 

of the environment from a long-term perspective and strive to grow together with their customers and 

society at large.

AMoREPACiFiC understands that all business activities affect both the customers 

and the environment. As a result, we are committed to minimizing the 

environmental impact of our operations. 

For example, we operate a “Three-leaf Clover Eco-label” program, 

which consists of an environmentally friendly certification mark, and an Eco-

Design program, which takes environmental conditions into account beginning 

from the product planning stage. our Happy Bath body cleanser line, which 

uses only environmentally friendly materials and containers, was launched 

with the Eco-label in December 2007. We plan to increase the number of such 

products in the future.

Meanwhile, we are establishing a program to manage harmful 

substances by developing green Purchasing guidelines in concert with our 

business partners. The goal of this plan is to learn how to best meet the demands 

of packaging material-related environmental regulations that are being put into 

place around the world. in addition, we are changing our processes into those 

that will help us investigate our energy usage volume and greenhouse gas 

emissions so we can reduce both of them. 

AMoREPACiFiC became the first Korean cosmetics company to join the United 

nations global Compact (UngC) in november 2007. This global initiative for 

sustainability management is comprised of ten guiding principles in the area of 

human rights, labor, the environment, and anti-corruption.

We will continue to emphasize our role as a responsible corporate 

citizen by adhering to these principles in all our areas of operations – including 

corporate strategies, business culture, and operational systems. in addition, using 

the UngC’s precepts as a starting point, we have made a commitment to bring 

our sustainability management level up to global standards and proactively cope 

with potential management risks.  

uN glOBAl COmPACT 
mEmBERSHIP
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Total Care for the Skin 
AMoREPACiFiC provides customers with total skin care 

by applying innovative technologies to such plants as 

bamboo, green tea, and ginseng, spreading the beauty of 

its products throughout department stores in Korea, the 

United states, and Japan. The AMoRE spa, which operates 

in seoul and new York, enables customers to experience 

AMoREPACiFiC products and the finest in spa treatment 

services for themselves.

www.amorepacific.com

The Esthetics of Elaborate Herbal Cosmetics 
sulwhasoo is based on traditional herbal medicines that 

follow the rhythm and flow of nature and place primary 

importance on achieving a balance between the body 

and the soul. its high-quality products, made with carefully 

selected oriental herbal elements, including Yunjo Essence 

and Jaeumsaeng Cream, are now dominant in Korea and 

growing in popularity elsewhere. 

www.sulwhasoo.com

Customers choose products and brands that they feel best express their own personalities, characteristics, 

and values. AMOREPACIFIC has concentrated on building a broad variety of brands that meet the needs 

of our customers. Although these products range in their various market niches from prestige to mass 

market, they are all suggestive of fresh and differentiated functions, sensibilities, and lifestyles. Already 

enjoying an unparalleled degree of awareness and name recognition in Korea, these brands are now 

building our reputation in the wider world as well. 

AMoREPACiFiC BRAnDs



20amorePACiFiC 20 21 2007 Annual Report/

A Premium Brand for Young Asian Women 
laneige brings out the true beauty of Asian women and 

is rapidly becoming a widely-known global brand. now 

known throughout Asia (including China), this brand 

includes the Water science skin-care line and snow Crystal 

makeup—both of which can help customers make their 

skin as light and translucent as the purest snowflake.

www.laneige.com

Creating Sensual Beauty  
Hera is designed to maximize the beauty of women in an 

elegant and refined manner. The brand’s cutting-edge skin-

care and sophisticated makeup products are particularly 

appreciated by people in search of beauty that is alluring 

yet dignified. 

www.hera.co.kr

Visible Promises 
ioPE is a cosmeceutical brand that offers customized 

solutions for every skin problem, meeting the needs of 

those customers who desire products that are based on the 

latest advances in cosmetology. some examples include 

Retinol TX and super Vital lines, both of which help the skin 

regain its youthful vitality.  

www.iope.co.kr

The Vitality of Flowers in Bloom 
Mamonde provides ideal solutions for complete natural 

beauty, bringing moisture and softness to the skin with a 

wide variety of products containing flower extracts. Having 

first created such steady sellers as Total solution serum and 

Floral Moisture Powder Pact, this ultimate brand for smart 

feminine beauty is now expanding its client bases in both 

Korea and China. 

www.mamonde.co.kr
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A Simple Vessel of Nature 
innisfree is a natural and environmentally friendly brand 

that helps to deliver clean and clear skin with its mixture of 

natural herbal ingredients and delicate sensibilities. Creating 

an image of small herb gardens tucked away in busy 

downtown areas, the innisfree Herb station is designed for 

customers who want products that stimulate both the body 

and the mind.     

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

For Sweet Imaginations 
Etude specializes in bringing out a constant stream of 

appealing products to each new generation – succeeding 

mainly because of exceptional value, sensuous designs, 

and a wide variety of dazzling colors. its brand shop, ETUDE 

House, offers the joy of shopping in a lovely and romantic 

environment to those very special young women who 

dream of beauty and focus on makeup that can add to their 

sense of individuality.

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

A modern Romantic Fragrance
lolita lempicka is another of our global brands that has 

continued attracting attention and remaining popular 

since its launch because of its romantic fragrance and 

artistic container design. The first perfume (lolita lempicka) 

hints at purity, mystery, and sensual temptation, while the 

second one (l de lolita lempicka) offers a full spectrum of 

alluring scents reminiscent of the seven seas and glistening 

sunshine.  

www.lolitalempicka.com

green Tea from the Snow-Covered mt. Halla 
sulloc has become the representative green tea brand in 

Korea, winning praise from consumers for its use of fresh, 

pure blends that have been grown at the company’s own 

plantations. it includes a broad spectrum of products, 

ranging from premium offerings such as “il-lo-hyang” (which 

uses only the highest-grade leaves) to more basic products 

such as teabags and powdered tea. in addition, the o’sulloc 

teahouse offers green tea aficionados a soothing space for 

rest and relaxation.                            

       www.sulloc.co.kr
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market Outlook for 2008

We expect the cosmetics market in 2008 to continue to expand at a growth rate of 5.9%; the real growth rate may slow 

down as the overall consumption trend is not expected to be strong. We expect the premium market to maintain its strong 

presence in the market, but its growth to decelerate; the door-to-door channel is nearing saturation, and expansion of 

department stores is limited. Hence, the competition in the premium channel will intensify since many local players are 

focusing on the prestige cosmetics market. Meanwhile, we expect the mass cosmetics market to lead market growth as a 

result of aggressive opening of counters and enhancement of same store sales. The mass cosmetics market which has gone 

through years of consolidation, is now back on track with sustainable growth mainly due to the channel’s stabilization. 

As in 2007, we expect many local companies to further focus on overseas expansion in 2008 for additional 

growth momentum. Furthermore, companies will continue to strive to secure new initiatives in the domestic market by 

enhancing their CRM and developing niche markets. 

AmOREPACIFIC’s Outlook for 2008

AMoREPACiFiC targets 10% YoY growth in its top line, with operating profit growth of 5% YoY on the back of its strong 

brand equity and distribution network in the domestic cosmetics segment. in 2008 AMoREPACiFiC will expand 

investment for sustainable growth and new growth opportunities in both domestic and overseas markets. 

in the cosmetics business, the company will continue to secure customer loyalty and sustainable growth by introducing 

strengthened brand portfolio and customer-oriented services. Along with the same store sales growth of strong 

premium brands, the new oriental herbal brand, Hannule, targeting the mass segment, will bring additional growth 

momentum this year. in the personal care business, AMoREPACiFiC will strengthen its market position and brand power 

by introducing segmented, highly functional products. At the same time, the company will rebuild the sulloc brand to 

normalize the green tea business. 

AMoREPACiFiC is expecting the overseas business to reach a milestone in 2008: the Chinese operations will 

continue maintaining profitable growth through store expansion and introduction of new brands and products. The 

French operation will enhance profitability by restructuring the current business to focus on core operations. 

Overview of market Trends in 2007

Despite the uncertainty of the Korean economic situation, we estimate that the cosmetics market has grown by 6.2% in 

2007 YoY. The prestige cosmetics market, with its solid growth, was met with intensified competition. The mass cosmetics 

market, which has been under channel restructuring for years, has been stabilizing with outstanding market growth. 

Companies with competitive brand equity have continued to strengthen their position in the market.

outside Korea, the Asian market led by China has enjoyed impressive growth mainly driven by the increasing 

income level and market penetration of global players. Cosmetics companies based in Korea also have accelerated their 

penetration into these emerging markets, and enhanced brand awareness in Asia. The growing Asian market has been a 

strong growth momentum for Korean companies to expand their customer base outside Korea.

AmOREPACIFIC’s Performance in 2007

AMoREPACiFiC continued its strong growth in the domestic market, securing its leading position in the prestige channels 

and exhibiting a strong performance in the mass cosmetics channel. Cosmetics sales amounted to KRW 1,187 billion, up 

by 9.3% YoY in the domestic market, while recording KRW 141 billion, up by 24.8% YoY in the overseas market.

The company was able to increase per counselor sales and enhance its business structure for a secure and 

stable level of growth in the door-to-door channel. The department store channel saw continued strong performance 

as AMoREPACiFiC focused on reinforcing the men's and the makeup categories. sales growth and profitability was 

greatly enhanced in the specialty channel with the stabilization of 960 HUE Place stores. Revamping of the distribution 

structure in the discount store channel has been completed for better brand control and enhanced market visibility. As a 

result, AMoREPACiFiC ironed out the disparities among the various channels, and set a stronger foundation for channel 

stabilization in 2007.

The personal care business maintained strong sales and profits, while its functional products assisted in the 

main categories' market share gains. Performance enhancement was not visible in the green tea business as it was met 

with a worsened market environment in 2007. AMoREPACiFiC will continue to add efforts to normalize the green tea 

business by diversifying its product range and focusing on the premium market segment. 

Management’s Discussion & Analysis

in 2007, AMoREPACiFiC finalized its restructuring process into a holding company, 

and focused on strengthening its core operations. AMoREPACiFiC fortified its leading 

position in the domestic market with balanced growth across all channels, while 

steadily expanding overseas with the Chinese business turning profits. AMoREPACiFiC 

will continue to enhance its brands' awareness and global competency with the 

company's solid leadership in the domestic market.
	 	 	 	 	 Korean won in Billions

	 	 	 	 2007 2006 (pro forma) 2005

	 	 Domestic	 1,623 1,490 1,334

   Cosmetics 1,187 1,086 967

   Personal care & green tea 249 258 240

   others 187 146 127

	 	 Overseas	 141 113 81

	 	 Consolidating Adjustment (120) (72) (64)

	 	 Total 1,644 1,530 1,351
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Korean won in thousands

2007 2006 (pro forma)

Sales 1,644,119,573 1,530,065,403 

Cost of sales 486,429,165 473,370,212 

Gross profit  1,157,690,408 1,056,695,191 

selling and administrative expenses 936,536,449 828,762,232 

Operating income 221,153,959 227,932,959 

other income (expenses):

interest income, net 27,130,276 23,327,878 

Rental income 274,457 760,842 

gain (loss) on foreign currency transactions, net 587,486 (521,223)

gain (loss) on foreign currency translation, net 17,781 (1,916,848)

Equity in earnings (losses) of equity method investments, net (6,013,097) 5,854,481 

gain on disposal of available-for-sale securities 7,408,417 

gain (loss) on disposal of investments, net 574,705 (2,669,024)

gain (loss) on disposal of property, plant and equipment, net (1,283,436) 86,968 

Reversal of allowance for doubtful accounts 344,306 640,543 

Donations (2,676,929) (3,951,251)

Commissions revenue 2,780,189 - 

others, net 7,278,056 2,997,701 

36,422,211 24,610,067 

income before income taxes 257,576,170 252,543,026 

Provision for income taxes 81,974,978 70,061,944 

Net income 175,601,192 182,481,082 

Controlling company interest in earnings 55,034,566 178,545,410 

Minority interest in earnings 120,566,626 3,935,672 

Basic earnings per share (Korean won and U.s. dollars in units) 7,234 33,678 

Consolidated statements of income *
Years ended December 31, 2007 and 2006

independent Auditors’ Report

The Board of Directors and stockholders 

PACiFiC Corporation

We have audited the accompanying consolidated balance sheet of PACiFiC Corporation (the “Company”) and its 

subsidiaries as of December 31, 2007, and the related consolidated statement of income, changes in equity and 

cash flows for the year then ended. These consolidated financial statements are the responsibility of the Company’s 

management. our responsibility is to express an opinion on these consolidated financial statements based on our audit. 

The consolidated financial statements of the Company as of and for the year ended December 31, 2006, presented 

for comparative purpose, were audited by PwC samil whose report dated March 12, 2007, expressed an unqualified 

opinion on those statements. We did not audit the financial statements of eight subsidiaries including AMoREPACiFiC 

Corporation, whose financial statements reflect total assets representing approximately 51.2% as of December 31, 

2007, and total sales representing approximately 91.8% for the year ended December 31, 2007, of the related 2007 

consolidated financial statement amounts. Those subsidiaries’ financial 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 those subsidiaries, is 

based solely on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the Republic of 

Korea. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 

consolidated financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence 

supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 

principles used and significant estimates made by management, as well as evaluating the overall financial statement 

presentation. We believe that our audit and the reports of the other auditors provide a reasonable basis for our opinion. 

in our opinion, based on our audit and the reports of the other auditors, the consolidated financial 

statements referred to above present fairly, in all material respects, the consolidated financial position of the Company 

and its subsidiaries as of December 31, 2007, and the consolidated results of their operations, changes in equity and cash 

flows for the year then ended in conformity with accounting principles generally accepted in the Republic of Korea. 

We have also reviewed the translation of the 2007 consolidated financial statements mentioned above 

into United states dollar amounts on the basis described in note 2 to the accompanying the consolidated financial 

statements. in our opinion, such statements have been properly translated on such basis.

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

accompanying consolidated financial statements are not intended to present the financial position, results of operations, 

changes in equity and cash flows in accordance with accounting principles and practices generally accepted in countries 

other than the Republic of Korea. in addition, the procedures and practices utilized in the Republic of Korea to audit such 

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

this report and the accompanying consolidated financial statements are for use by those who are knowledgeable about 

Korean accounting principles and auditing standards and their application in practice. 

Taeyoung Bldg., 10-2, Yeoido-dong, Youngdeungpo-gu, seoul, 150-777, Korea 

(Yeoido P. o. Box 428) 

February 28, 2008

This audit report is effective as of February 28, 2008, the auditors’ report date. Accordingly, certain material subsequent events 

or circumstances may have occurred during the period from the auditors’ report date to the time this audit report is used. such 

events and circumstances could significantly affect the accompanying consolidated financial statements and may result in 

modifications to this report.

To ease comparison with the previous year, the consolidated financial statement above has been prepared as follows:

1 The figures for 2007 are the consolidated statement for PACiFiC Corp. (from January to December 2007)

2  The figures for 2006 are a pro forma statement, which includes PACiFiC Corp.’s performance (from January to 

December) and AMoREPACiFiC Corp.’s performance (from June to December 2006).

*  Corporate goodwill worth KRW 588.6 billion accrued from AMoREPACiFiC’s 2006 decision to restructure itself as a holding company. 

This sum will be depreciated at a fixed amount of KRW 29.4 billion annually over a period of 20 years. After excluding this from the 

company’s consolidated sales, general, and administrative (sg&A) expenses in 2007, operating income is estimated to have increased 

by 10% to KRW 250.4 billion, and net profit by 15% to KRW 205.0 billion.
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Korean won in thousands U.s. dollars in thousands (note 2)

2007 2006 2007 2006

ASSETS

Current assets:

Cash and cash equivalents 170,914,265 176,196,816 182,173 189,540 

short-term financial instruments 384,986,037 363,583,002 410,345 391,118 

Available-for-sale securities (note 6) - 104,926 - 113 

Trade accounts and notes receivable, net of allowance for

        doubtful accounts of ￦2,753,234 thousands in 2007  

        (￦3,071,220 thousands in 2006) (notes 21 and 22) 150,806,831 149,810,044 160,741 161,156 

other accounts receivable, net of allowance for doubtful

        accounts of ￦253,758 thousands in 2007  

        (￦231,308 thousands in 2006) 5,973,386 6,334,141 6,367 6,814 

short-term loans receivable - 233,924 - 252 

inventories (notes 4 and 9)             155,011,360 123,710,788 165,222 133,080 

Accrued income 6,067,570 4,729,308 6,467 5,087 

Advance payments 9,287,956 8,222,245 9,900 8,845 

Prepaid expenses                 20,577,558 15,405,436 21,933 16,572 

other current assets 4,820,007 4,986,942 5,137 5,365 

        Total current assets     908,444,970 853,317,572 968,285 917,942 

Non-current assets:

long-term financial instruments (note 3) 23,500 21,500 25 23 

Equity method investments (note 5) 31,673,515 37,114,075 33,760 39,925 

Available-for-sale securities (note 6) 8,373,793 26,092,953 8,925 28,069 

long-term loans receivable 17,512,332 14,207,499 18,666 15,283 

investment in land (note 7) 51,641,137 - 55,043 - 

Property, plant and equipment, net (notes 7, 9 and 12) 1,004,799,565 938,166,580 1,070,987 1,009,215 

intangible assets, net (note 8) 494,895,805 507,898,393 527,495 546,362 

long-term advance payments (note 12) 11,200,000 11,200,000 11,938 12,048 

long-term prepaid expenses 1,858,279 - 1,981 - 

long-term guarantee deposits       41,501,486 40,910,081 44,235 44,008 

other non-current assets 112,140 472,982 119 509 

        Total non-current assets 1,663,591,552 1,576,084,063 1,773,174 1,695,442 

Total assets 2,572,036,522 2,429,401,635 2,741,459 2,613,384 

Consolidated Balance sheets
December 31, 2007 and 2006

Korean won in thousands U.s. dollars in thousands (note 2)

2007 2006 2007 2006

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Trade accounts and notes payable (notes 21 and 22) 46,594,266 48,418,353 49,663 52,085 

short-term borrowings (notes 10 and 21) 19,300,548 22,029,574 20,572 23,698 

other accounts payable 105,256,916 91,712,079 112,190 98,657 

Withholdings 25,147,386 26,838,618 26,804 28,871 

Advances received (note 7) 25,898,802 26,830,991 27,605 28,863 

Accrued expenses 3,338,610 571,178 3,559 614 

income taxes payable 58,568,304 57,843,306 62,426 62,224 

Dividends payable 183,205 174,341 195 188 

Deferred income tax liabilities (note 17) 2,568,420 5,790,308 2,738 6,229 

other current liabilities 749,940 2,364,882 799 2,544 

        Total current liabilities 287,606,397 282,573,630 306,551 303,973 

Non-current liabilities:

long-term advances received (note 12) 83,971,267 83,971,267 89,503 90,331 

long-term other accounts payable 21,615,640 20,524,680 23,039 22,079 

severance and retirement benefits, net (note 11) 31,797,010 30,825,785 33,892 33,160 

Provision for sales returns 16,581,252 18,832,996 17,673 20,259 

Deferred income tax liabilities (note 17) 113,852,618 98,137,586 121,352 105,570 

guarantee deposits received 2,751,367 9,969,443 2,933 10,724 

other non-current liabilities         14,492,691 4,629,627 15,447 4,980 

        Total non-current liabilities 285,061,845 266,891,384 303,839 287,103 

        Total liabilities 572,668,242 549,465,014 610,390 591,076 

Commitments and contingencies (note 12)

Stockholders' equity:

Capital stock (note 13):

        Common stock 39,895,490 39,895,490 42,523 42,917 

        Preferred stock 4,555,485 4,555,485 4,856 4,900 

Capital surplus (note 14) 849,678,751 851,169,194 905,648 915,630 

Capital adjustments (note 15) (133,329,625) (642,283,313) (142,112) (690,924)

Accumulated other comprehensive income (note 19) 7,135,310 9,931,693 7,605 10,684 

Retained earnings (note 16) 493,665,616 956,890,068 526,184 1,029,357 

Minority interest in consolidated subsidiaries 737,767,253 659,778,004 786,365 709,744 

        Total stockholders' equity 1,999,368,280 1,879,936,621 2,131,069 2,022,308 

Total liabilities and stockholders' equity 2,572,036,522 2,429,401,635 2,741,459 2,613,384 
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Korean won in thousands U.s. dollars in thousands (note 2)

2007 2006 2007 2006

Sales (Notes 21, 22, 26 and 27) 1,644,119,573 779,326,398 1,752,419 838,346 

Cost of sales (notes 21 and 22) 486,429,165 259,069,227 518,471 278,689 

Gross profit  1,157,690,408 520,257,171 1,233,948 559,657 

selling and administrative expenses 936,536,449 374,396,730 998,227 402,751 

Operating income 221,153,959 145,860,441 235,721 156,906 

other income (expenses)

interest income, net 27,130,276 18,261,979 28,917 19,645 

Rental income 274,457 402,938 293 433 

gain (loss) on foreign currency transactions, net 587,486 (380,590) 626 (410)

gain (loss) on foreign currency translation, net 17,781 (485,598) 19 (522)

        Equity in earnings (losses) of 

equity method investments, net (note 5) (6,013,097) 9,017,847 (6,409) 9,701 

gain on disposal of available-for-sale securities 7,408,417 - 7,896 - 

gain (loss) on disposal of investments, net 574,705 (2,758,166) 613 (2,967)

gain (loss) on disposal of property, plant and equipment, net (1,283,436) 50,022 (1,368) 54 

Reversal of allowance for doubtful accounts 344,306 9,251 367 10 

Donations (note 23) (2,676,929) (1,881,546) (2,853) (2,024)

loss on inventories obsolescence (69,820) (135,792) (74) (146)

Commissions revenue 2,780,189 - 2,963 - 

others, net 7,347,876 4,317,240 7,832 4,644 

36,422,211 26,417,585 38,822 28,418 

income before income taxes 257,576,170 172,278,026 274,543 185,324 

Provision for income taxes (note 17) 81,974,978 45,349,113 87,375 48,783 

Net income 175,601,192 126,928,913 187,168  136,541 

Controlling company interest in earnings 55,034,566 123,026,111 58,660  132,343 

Minority interest in earnings 120,566,626 3,902,802 128,508  4,198 

Basic earnings per share (Korean won and 

U.s. dollars in units):(note 18) 7,234 23,138 8 25 

Consolidated statements of income
December 31, 2007 and 2006 

Capital stock Capital surplus
Capital  

adjustments

Accumulated 
other 

comprehensive 
income

Retained 
earnings

Minority 
Interest Total

As of January 1, 2006 55,569,550 404,422,212 (327,813,320) 5,493,756 859,944,575 25,200,363 1,022,817,136 

split-off (34,508,160) (100,323,428) (313,436,952) (3,438,759) - - (451,707,299)

issuance of capital stock 23,389,585 547,954,569 - - - - 571,344,154 

Changes in consolidated subsidiaries - - - - - 630,674,839 630,674,839 

net income - - - - 123,026,111 3,902,802 126,928,913 

Dividends - - - - (28,858,100) - (28,858,100)

others - (884,159) (1,033,041) 7,876,696 2,777,482 - 8,736,978 

As of December 31, 2006 44,450,975 851,169,194 (642,283,313) 9,931,693 956,890,068 659,778,004 1,879,936,621 

As of Januanry 1, 2007 44,450,975 851,169,194 (642,283,313) 9,931,693 956,890,068 659,778,004 1,879,936,621 

loss resulting from capital

  reduction - - 507,841,095 - (507,841,095) - - 

Disposal of treasury stock - (239,652) 1,112,593 - - - 872,941 

Disposal of available-for-sale securities - - - (7,142,799) - - (7,142,799)

Changes in consolidated subsidiaries - - - - - (25,302,922) (25,302,922)

net income - - - - 55,034,566 120,566,626 175,601,192 

Dividends - - - - (10,417,923) (21,802,770) (32,220,693)

others - (1,250,791) - 4,346,416 - 4,528,315 7,623,940 

As of December 31, 2007 44,450,975 849,678,751 (133,329,625) 7,135,310 493,665,616 737,767,253 1,999,368,280 

U.s. dollars equivalents (note 2)   Us$ 47,379 Us$ 905,648 Us$ (142,112) Us$ 7,605 Us$ 526,184 Us$ 786,365 Us$ 2,131,069 

Korean won and U.s. dollars in thousands

Consolidated statements of Changes in Equity
December 31, 2007 and 2006 



3434 35/

Korean won in thousands U.s. dollars in thousands (note 2)

2007 2006 2007 2006

Cash flows from operating activities:

net income                        175,601,192 126,928,913 187,168 136,541 

Adjustments to reconcile net income to net cash

provided by operating activities:

Provision for severance and retirement benefits 27,526,589 12,894,447 29,340 13,871 

Bad debt expense 107,130 153,785 114 165 

Depreciation 70,193,925 31,646,951 74,818 34,044 

Amortization of intangible assets 38,600,094 3,409,293 41,143 3,667 

loss (gain) on foreign currency translation, net (17,781) 639,074 (19) 687 

Equity in losses (earnings) of equity-method investments, net 6,013,097 (9,017,847) 6,409 (9,701)

gain on disposal of available-for-sale securities (7,408,417) - (7,896) - 

loss (gain) on disposal of investments, net (574,705) 2,758,166 (613) 2,967 

loss (gain) on disposal of property, plant and equipment, net 1,283,436 (50,022) 1,368 (54)

Reversal of allowance for doubtful accounts (344,306) (9,251) (367) (10)

loss on inventories obsolescence 69,820 135,792 74 146 

Reversal of negative goodwill (544,815) (473,806) (581) (510)

others, net - (411,309) - (442)

Changes in operating assets and liabilities:  

Trade accounts and notes receivable (746,270) (38,820,601) (795) (41,761)

other accounts receivable 356,305 (2,761,275) 380 (2,970)

Accrued income (1,338,262) (918,563) (1,426) (988)

Advance payments (1,065,712) (8,071,315) (1,136) (8,683)

Prepaid expenses (5,172,122) 1,081,752 (5,513) 1,164 

inventories (31,370,392) (12,288,177) (33,437) (13,219)

Trade accounts and notes payable (1,815,196) 6,536,408 (1,935) 7,031 

other accounts payable 13,544,837 (3,241,310) 14,437 (3,487)

Accrued expenses 2,767,431 205,938 2,950 222 

Withholdings (1,691,232) (15,716,813) (1,803) (16,907)

Advances received (932,189) 3,811,267 (993) 4,100 

long-term guarantee deposits (7,218,076) (132,425) (7,694) (142)

income taxes payable 724,998 644,669 773 694 

Payment of severance and retirement benefits (22,677,363) (12,644,352) (24,171) (13,602)

Deposits for severance benefits (4,556,343) 4,267,139 (4,856) 4,590 

Deferred income taxes 41,785,616 (10,356,164) 44,538 (11,140)

Provision for sales returns (2,251,744) 1,071,385 (2,400) 1,153 

others, net (971,517) 14,316,656 (1,036) 15,401 

Total adjustments 112,276,836 (31,340,508) 119,673 (33,714)

Net cash provided by operating activities 287,878,028 95,588,405 306,841 102,827 

Consolidated statements of Cash Flows
December 31, 2007 and 2006 

Korean won in thousands U.s. dollars in thousands (note 2)

2007 2006 2007 2006

Cash flows from investing activities:

Receipt of dividends 1,418,448 - 1,512 - 

Decrease (increase) in short-term financial instruments, net (40,049,998) 30,649,148 (42,688) 32,970 

increase in long-term financial instruments, net (2,000) (37,477) (2) (40)

Decrease in short-term loans, net 233,924 63,435 249 68 

Acquisition of equity-method investments (6,420,236) (9,479,500) (6,843) (10,197)

Proceeds from disposal of available-for-sale securities      19,705,402 646,411 21,003 696 

Acquisition of available-for-sale securities (1,100,493) (2,322,980) (1,173) (2,499)

increase in long-term loans, net (3,747,153) (1,011,165) (3,994) (1,088)

Decrease (increase) in long-term guarantee deposits, net (591,405) 2,572,500 (630) 2,767 

Proceeds from disposal of property, plant and equipment               26,545,048 511,821 28,294 551 

Proceeds from disposal of intangible assets               - 199,228 - 214 

Acquisition of property, plant and equipment         (211,444,059) (73,988,049) (225,372) (79,591)

Acquisition of intangible assets (10,559,395) (4,765,301) (11,255) (5,126)

others, net (252,166) 776,472 (269) 835 

        Net cash used in investing activities (226,264,083) (56,185,457) (241,168) (60,440)

Cash flows from financing activities:

Decrease in short-term borrowings, net (2,729,027) (1,110,087) (2,909) (1,194)

Proceeds from disposal of treasury stock 899,307 - 959 - 

Proceeds from issuance of common stock 605,664 - 646 - 

Payment of dividends (43,059,375) (29,551,620) (45,896) (31,790)

others, net (1,882,820) (237,988) (2,007) (256)

        Net cash used in financing activities (46,166,251) (30,899,695) (49,207) (33,240)

net increase (decrease) in cash and cash equivalents from

change of subsidiaries in consolidated financial statements (20,730,245) 57,041,998 (22,096) 61,362 

net increase (decrease) in cash and cash equivalents (5,282,551) 65,545,251 (5,630) 70,509 

Cash and cash equivalents at the beginning of the year (note 29) 176,196,816 110,651,565 187,803 119,031 

Cash and cash equivalents at the end of the year (Note 29)  170,914,265 176,196,816 182,173 189,540 
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1. Organization and business

The organization and business of PACiFiC Corporation (the “Controlling Company) and  consolidated subsidiaries 

(collectively the “Company”) which consist of 6 domestic and 5 foreign subsidiaries, and 13 affiliated companies using the 

equity method of accounting are described below.

a. The Controlling Company

The Controlling Company was incorporated on september 5, 1945 under the laws of the Republic of Korea to engage 

in manufacturing, marketing and trading cosmetics, personal care goods and others. However, on January 1, 2007, the 

Controlling Company’s business was changed to the holding company to provide management, administrative and financing 

services to its subsidiaries and affiliated companies. Major procedures of changing to the holding company are as follows:

 • July 31, 2005: Merged with PACiFiCglAs, inc. 

 • December 10, 2005: Merged with Jangwon Co., ltd. 

 • June 1, 2006: split-off  AMoREPACiFiC Corporation

 • December 15, 2006: Acquired additional common and preferred shares of AMoRE-PACiFiC Corporation

 • January 1, 2007: Met the requirements of Fair Trading Act as a holding company

 • April 1, 2007: split-off PACiFiCglAs inc. and Jangwon Co., ltd. 

Further, the Controlling Company listed its common and preferred shares on the Korea Exchange in 1973 and the 

Controlling Company’s capital stock amounted to ₩44,451 million as of December 31, 2007.

b. Consolidated subsidiaries

Consolidated subsidiaries as of December 31, 2007 are as follows :

notes to Consolidated Finnancial statements
December 31, 2007 and 2006 

Korean won in millions

   Number of  Ownership

Company Major business Tota equity  shares (%) Location

AMoREPACiFiC Corporation Manufacturing and marketing   34,508 2,220,689 35.40 Korea

 of cosmetics

PACiFiCPHARMA Corporation Manufacturing and marketing  11,645 1,260,513 59.33 Korea

 of medicine

AMos Professional Corp. Marketing of hair care products 3,500 700,000 100.00 Korea

Etude Corporation Manufacturing and marketing  4,650 748,420 80.48 Korea

  of cosmetics

PACiFiCglAs inc. Manufacturing and marketing  5,000 1,000,000 100.00 Korea

 of glass

Jangwon Co., ltd.  Manufacturing and marketing  5,000 1,000,000 100.00 Korea

 of green tea

AMoREPACiFiC Europe s.A.s. Manufacturing and marketing  86,647 50,000,000 100.00 France

 of cosmetics

AMoREPACiFiC Cosmetics  Manufacturing and marketing  12,744 10,500,000 100.00 China

(shanghai) Co., ltd. of cosmetics

AMoREPACiFiC Trading Marketing of cosmetics 9,456 10,000,000 100.00 China

Co., ltd.

AMoREPACiFiC Cosmetics Manufacturing and marketing  2,218 2,500,000 100.00 China

(shenyang) Co., ltd. of cosmetics  

AMoREPACiFiC Cosmetics  Marketing of cosmetics 23,389 20,400,000 100.00 U.s.A.

(UsA) inc.

  198,757

c. Investment in affiliated companies using the equity method of accounting

investment in affiliated companies using the equity method of accounting as of December 31, 2007 are as follows :

d. Changes in consolidated subsidiaries

subsidiaries included in consolidated subsidiaries for the first time for the year ended December 31, 2007 are as follows:

Korean won in millions

   Total Number of  Ownership 

Company Major business equity shares (%) Location

Pacific Metals Co., ltd. Manufacturing and marketing  

  of magnet 15,000 991,392 33.05 Korea

BBDo Korea inc. Advertising agency 3,000 180,000 30.00 Korea

PACiFiC Japan Co., ltd. * Manufacturing and marketing  

  of cosmetics 354 76,200,000 100.00 Japan

AMoREPACiFiC Japan Co., ltd. * Marketing of cosmetics 10,183 500,000,000 100.00 Japan

AMoREPACiFiC Taiwan Co., ltd. * Marketing of cosmetics 6,722 24,669,067 100.00 Taiwan

Taiwan AMoRE Co., ltd. * Marketing of cosmetics 263 10,000,000 50.00 Taiwan

laneige singapore Pte., ltd. * Marketing of cosmetics 3,145 4,942,500 100.00 singapore

lAnEigE Malaysia sDn. BHD. * Marketing of cosmetics 749 2,830,000 100.00 Malaysia

AMoREPACiFiC RUs Co., ltd. * Marketing of cosmetics 1,882 53,500,000 100.00 Russia

AMoREPACiFiC Hong Kong Co., limited. Marketing of cosmetics 14 26,786 50.00    Hong Kong

PT. laneige indonesia Pacific Marketing of cosmetics 630 210,000 30.00 indonesia

AMoREPACiFiC(Thailand) liMiTED Marketing of cosmetics 500 6,000,000 30.00 Taiwan

Anhui Pacific Tea Co., ltd. * Manufacturing and marketing  

  of green tea 1,131 1,000,000 80.00 China

   43,573

Company Description 

PACiFiCglAs, inc. Established by split-off on April 1, 2007

Jangwon Co., ltd. Established by split-off on April 1, 2007

AMoREPACiFiC Cosmetics (shenyang) Co., ltd. Total assets exceed ₩7,000 million

* These companies are excluded from the consolidated subsidiaries since their total 

 assets (less than ₩7,000 million) are considered immaterial.

2. Summary of significant accounting policies

Basis of consolidated financial statement preparation 

The Company maintains its official accounting records in Korean won and prepares statutory consolidated financial 

statements in the Korean language in conformity with accounting principles generally accepted in the Republic of 

Korea (“Korean gAAP”). 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. The accompanying consolidated financial statements have 

been condensed, restructured and translated into English (with certain expanded descriptions) from the Korean language 

consolidated financial statements.

Certain supplementary information attached to the Korean language consolidated financial statements, but 

not required for a fair presentation of the Company’s financial position, results of operations, changes in equity and cash 

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

The accompanying consolidated financial statements are expressed in Korean won and, solely for the convenience of 

the reader, have been translated into United states dollars at the rate of ￦938.2 and ￦929.6 to Us$1, the exchange rate 

on December 31, 2007 and 2006, respectively. such translation should not be construed as a representation that the 

Korean won amounts can actually be converted into United states dollars at the exchange rate used for purpose of such 

translation.

Adoption of new Statements of Korea Accounting Standards 

The Korean Accounting standards Board has issued new statements of Korean Accounting standards (“sKAs”) to revise 

the existing Korea accounting standards with the intention to meet international practices and disclosure rules. The 

following new and amendment sKAs have become effective for accounting periods beginning on or after January 

1, 2007, except for ‘sKAs 25 Consolidated Financial statements’ effective for accounting periods ending on or after 31 

December 2007:

 • sKAs 11 Discontinuing operations

 • sKAs 21 Preparation and Presentation of Financial statements

 • sKAs 22 share-based Payments

 • sKAs 23 Earnings per share

 • sKAs 25 Consolidated Financial statements

The Company adopted these new standards in its consolidated financial statements for the year ended December 

31, 2007. Adoption of these new standards did not have any material effect on the Company’s consolidated financial 

statements.

Principles of consolidation

The investment accounts of the Company and the corresponding capital accounts of the subsidiaries have been 

eliminated in consolidation. Differences between the investment accounts and the corresponding capital accounts are 

presented as goodwill or negative goodwill. goodwill is amortized over twenty years using the straight-line method 

commencing at the beginning of the year of acquisition. negative goodwill arising from identifiable tangible assets is 

amortized over the useful life of those assets. The remaining portion of negative goodwill pertaining to unidentifiable 

assets is immediately credited to current income as a gain. The Company classifies its share of consolidated subsidiaries’ 

capital surplus and retained earnings which occurred after acquiring or gaining control of the subsidiaries into 

consolidated capital surplus and consolidated retained earnings, respectively. in addition, differences between the 

change of the Company’s equity amount in the consolidated subsidiary, caused by the issuance of additional stock 

or stock dividends by the subsidiary, and acquisition cost of the subsidiary are recorded as increase or decrease of 

consolidated capital surplus.

All significant inter-company transactions and account balances among consolidated companies are eliminated 

from the accompanying consolidated financial statements. Unrealized income included in inventories and property, plant 

and equipment arising from transactions between consolidated companies is eliminated based on the average gross profit 

rates of the selling company. Related accounts receivable and accounts payable are also eliminated. Unrealized income 

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

Unrealized income arising from sales by subsidiaries to the controlling company or between subsidiaries 

is fully eliminated and charged to the equity of the controlling company and minority interests in proportion to the 

percentage of ownership. 

Accounts of foreign subsidiaries are maintained in the currencies of the countries in which they conduct 

operations. in translating their foreign currency financial statements into Korean won, income and expenses are translated 

at the average exchange rate for the year, and assets and liabilities at the exchange rate prevailing on the balance 

sheet date. However, stockholders’ equity is translated using historical foreign exchange rates. overseas translation 

gains or losses are offset, and the net amount is recorded as either an overseas operations translation adjustment debit 

or credit, presented as an addition to or deduction from stockholders' equity (“Accumulated other comprehensive 

income”). Minority interest in consolidated subsidiaries is presented as a separate component of stockholders’ equity 

in the consolidated balance sheets. losses in excess of minority interests are treated as a reduction to stockholders’ 

equity. if there is a subsequent recovery from the losses in excess of minority interests, a reversal of the previous charge 

to stockholders’ equity is made up to the extent of the original amount charged to stockholders’ equity. The Company 

consolidates the financial statements using the Company’s financial statements reporting period at December 31 which 

coincides with the consolidated subsidiaries. 

Cash equivalents

Highly liquid deposits and marketable securities with original maturities of three months or less, and which have no 

significant risk of loss in value by interest rate fluctuations, are considered as cash equivalents.

Financial instruments

Financial instruments, such as time deposits and restricted bank deposits, which are traded by financial institutions and 

are held for short-term cash management purposes or which will mature within one year, are accounted for as short-

term financial instruments. Financial instruments other than cash equivalents and short-term financial instruments are 

recorded as long-term financial instruments.

Allowance for doubtful accounts

The Company provides an allowance for doubtful accounts in consideration of the estimated losses that may arise from 

non-collection of its receivables. The estimate of losses, if any, is based on a review of the aging and current status of the 

outstanding receivables. 

Inventories 

inventories are stated at the lower of cost or net realizable value, with cost being determined using the moving-average 

method for merchandise, raw materials and supplies, the weighted-average method for finished goods, semi-finished goods 

and work-in-process and the specific identification method for materials in-transit. Perpetual inventory system is used to 

record inventories, in which inventories are adjusted to physical inventory counts that are performed at the end of the year. 

When a decline in the value of an inventory indicates that its cost exceeds net realizable value, a valuation loss 

will be recognized to write the inventory down to its net realizable value. The loss on valuation is recognized in cost of sales.

Investments in securities

investments in securities within the scope of sKAs 8 investments in securities are classified as either trading, held-to-maturity 

and available-for-sale securities, as appropriate, and are initially measured at cost, including incidental expenses, with cost 

being determined using the moving average method. The Company determines the classification of its investments after 

initial recognition, and, where allowed and appropriate, re-evaluates this designation at each financial year end. 

securities that are acquired and held principally for the purpose of selling them in the near term are classified 

as trading securities. Debt securities which carry fixed or determinable payments and fixed maturity are classified as held-

to-maturity if the Company has the positive intention and ability to hold to maturity. securities that are not classified as 

either trading or held-to-maturity are classified as available-for-sale securities. 

After initial measurement, available-for-sale securities are measured at fair value with unrealized gains 

or losses being recognized directly in equity in as other comprehensive income. likewise, trading securities are also 

measured at fair value after initial measurement, but with unrealized gains or losses reported as part of net income. Held-

to-maturity securities are measured at amortized cost after initial measurement. The cost is computed as the amount 

initially recognized minus principal repayments, plus or minus the cumulative amortization using the effective interest 

method of any difference between the initially recognized amount and the maturity amount. 

The fair value of trading and available-for-sale securities that are traded actively in the open market 

(marketable securities) is measured at the closing price of those securities at the balance sheet date, except for non-

marketable equity securities which are measured at cost subsequent to initial measurement if their fair values cannot 
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be reliably estimated. non-marketable debt securities are carried at a value using the present value of future cash 

flows discounted using an appropriate interest rate which reflects the issuer’s credit rating announced by a public 

independent credit rating agency. if the application of such measurement method is not feasible, estimates of fair values 

may be made using a reasonable valuation model or quoted market prices of similar debt securities issued by entities 

conducting business in similar industries. Trading securities are classified as current assets. Available-for-sale and held-to-

maturity securities are classified as long-term investments, except that securities maturing within one year or are certain 

to be disposed of within one year from the balance sheet date are classified as short-term investments. The Company 

recognizes an impairment loss on its investments in securities if there is objective evidence that the securities are 

impaired. The impairment loss is charged to statement of income.

Equity method investments

investments in entities over which the Company has control or significant influence are accounted for using the 

equity method. Under the equity method of accounting, the Company’s initial investment in an investee is recorded 

at acquisition cost. subsequently, the carrying amount of the investment is adjusted to reflect the Company’s share of 

income or loss of the investee in the statement of income and share of changes in equity that have been recognized 

directly in the equity of the investee in the related equity account of the Company on the balance sheet. if the Company’

s share of losses of the investee equal or exceed its interest in the investee, it discontinues recognizing its share of further 

losses. However, if the Company has other long-term interests in the investee, it continues recognizing its share of further 

losses to the extent of the carrying amount of such long-term interests. 

At the date of acquisition, the excess of the cost of the investment over the Company’s share of the net fair 

value of the investee’s identifiable assets and liabilities is accounted for as goodwill which is amortized over its useful 

life of 20 years using the straight-line method. Conversely, negative goodwill represents the excess of the Company’

s share in the net fair value of the investee’s identifiable assets and liabilities over the cost of the investment. negative 

goodwill is recorded to the extent of the fair value of acquired non-monetary assets and recognized as income using 

the straight-line method over the remaining weighted-average useful life of those acquired non-monetary assets. 

The amount of negative goodwill in excess of the fair value of acquired non-monetary assets is recognized as income 

immediately. The Company’s share in the investee’s unrealized profits and losses resulting from transactions between 

the Company and its investee are eliminated.

in translating the financial statements of foreign investees into Korean won, assets and liabilities are 

translated at the exchange rate on the balance sheet date and income and expenses are translated at the weighted-

average exchange rate for the period. All resulting exchange differences are recognized as foreign currency translation 

adjustments in other comprehensive income within equity.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation, except for certain assets in existence as 

of January 1, 1998 which were revalued in accordance with the Korean Assets Revaluation law and are stated at revalued 

amount less accumulated depreciation. The revaluation is no longer allowed effective from January 1, 2001.

Maintenance and repairs are expensed in the year in which they are incurred. Expenditures which enhance 

the value or extend the useful life of the related assets are capitalized. Depreciation of property, plant and equipment is 

provided using the following depreciation method over the estimated useful life of the assets as follows:

  Years Depreciation method

Buildings 1 ~ 60 straight-line method

structures 1 ~ 40 "

Machinery 1 ~ 30 Declining-balance method

Vehicles 4 ~ 8 "

Tools 3 ~ 15 "

Furniture and fixtures 2 ~ 15 "

Trees 26 ~ 35 "

others 10 straight-line method

Intangible assets

intangible assets are stated at cost, net of accumulated amortization. intangible assets are amortized using the straight-

line method over the following lives of the assets. 

 Years

intellectual property rights 5 ~ 10

Development costs 10

software 5

goodwill 5 ~ 20

others 5 ~ 50

negative goodwill 29

Foreign currency translation

Transactions involving foreign currencies are recorded at the exchange rates prevailing at the time the transactions 

are made. Assets and liabilities denominated in foreign currencies are translated into Korean won at the appropriate 

exchange rates on the balance sheet date. The resulting unrealized foreign currency translation gains or losses are 

credited or charged to current operations.

Severance and retirement benefits

in accordance with the Korean law on guarantee of Employee’s severance and Retirement Benefits and the Company’

s regulations, employees terminating their employment with at least one year of service are entitled to severance and 

retirement benefits, based on the rates of pay in effect at the time of termination, years of service and certain other 

factors. The provision for the years ended December 31, 2007 and 2006 is sufficient to state the liability at the estimated 

obligation arising from services performed to and at rates of pay in effect as of December 31, 2007 and 2006. Funding of 

this liability is not required by Korean law. 

The lesser of 10% of annual payroll expense or 35% of the accumulated severance and retirement benefits 

provision is deductible for corporate income tax reporting purposes unless benefits are actually paid or the non tax-

deducted portion is deposited with financial institutions. Accordingly, the Company has deposited a portion of 

its severance and retirement benefits obligation with an insurance company. since the Company’s employees are 

individually nominated as the vested beneficiaries of the deposit in respect of what is due to them as of December 31, 

2007 and 2006, such deposit has been offset against the Company’s liability for severance and retirement benefits as of 

such dates. in accordance with the Korean national Pension law prior to revision, the Company had prepaid a portion of 

its severance and retirement benefits obligation to the Korean national Pension Corporation (“KnPC”) at the rate of 3% 

of payroll expense up through March 31, 1999. such prepayments have been offset against the Company’s liability for 

severance and retirement benefits. in accordance with a revision in the Korean national Pension law, additions to these 

prepayments are no longer required effective from April 1, 1999.

Revenue recognition

Revenue from the sale of goods is recognized upon when significant risk and rewards of ownership of goods have 

passed to the buyer. Revenue from services is recognized by reference to the stage of completion. Revenue received from 

transactions where the Company acts as an agent without assuming the risks and rewards of ownership of the goods are 

recognized on a net basis.

Provision for sales returns

The Company estimates the expected returns of goods sold based on the Company’s historical experience and provide 

provision for sales returns based on certain percentage of the gross margin of sales returns. 
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Income taxes

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be 

recovered or paid to the tax authorities. Deferred income taxes are provided using the liability method for the tax effect 

of temporary differences between the tax bases of assets and liabilities and their reported amounts in the financial 

statements. Deferred income tax assets and liabilities are measured using the enacted tax rates and laws that will be in 

effect when the differences are expected to reverse, and are classified as current or non-current, respectively, based on 

the classification of the related asset or liability in the balance sheet. in addition, current tax and deferred tax are charged 

or credited directly to equity if the tax relates to items that are credited or charged directly to equity.

Earnings per share

Basic earnings per share are computed by dividing net income (controlling company interest in earnings) by the 

weighted average number of common shares outstanding during the year. 

use of estimates

The preparation of consolidated financial statements in accordance with Korean gAAP requires management to make 

estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 

and liabilities at the date of the consolidated financial statements, and the reported amounts of revenues and expenses 

during the reporting period. Actual results could differ from those estimates.

3. Restricted deposits

The long-term financial instruments as of December 31, 2007 and 2006 are restricted deposits placed with banks as 

guarantee deposits for the maintenance of checking accounts. 

4. Inventories

inventories as of December 31, 2007 and 2006 consist of the following :

The details of changes in carrying amount of equity method investments for the year ended December 31, 2007 are 

as follows : 

5. Equity method investments 

investments in equity securities accounted for using the equity method as of December 31, 2007 are as follows :
Korean won in millions

 Ownership Acquisition Book  Proportionate

 (%) cost value net value

Pacific Metals Co., ltd. 33.0 5,233 17,040 17,040

BBDo Korea inc. 30.0 949 4,449 4,449

PACiFiC Japan Co., ltd. 100.0 354 1,115 1,115

AMoREPACiFiC Japan Co., ltd. 100.0 10,183 1,904 2,090

AMoREPACiFiC Taiwan Co., ltd. 100.0 6,722 1,796 1,796

Taiwan AMoRE Co., ltd. 50.0 131 1,243 1,243

lAnEigE singapore Pte., ltd. 100.0 3,145 313 313

lAnEigE Malaysia sDn. BHD. 100.0 749 370 371

AMoREPACiFiC RUs Co., ltd. 100.0 1,882 1,240 1,240

AMoREPACiFiC Hong Kong Co., limited. 30.0 1,220 1,383 1,720

PT. laneige indonesia Pacific 30.0 228 57 56

AMoREPACiFiC(Thailand) liMiTED 30.0 150 76 75

Anhui Pacific Tea Co., ltd. 80.0 904 687 927

  31,850 31,673 32,435

Korean won in millions

    Equity in

    earnings Changes Changes in

 Jan. 1,   (losses) of in capital consolidated Dec. 31,

 2007 Acquisition Dividends investees adjustments subsidiaries 2007

Pacific Metals Co., ltd. 16,072 - - 968 - - 17,040

BBDo Korea inc. 4,362 - (900) 987 - - 4,449

AMoREPACiFiC Cosmetics   

(shenyang) Co., ltd. * 6,332 - - 50 1,354 (7,736) -

PACiFiC Japan Co., ltd. 1,059 - - 69 (13) - 1,115

AMoREPACiFiC Japan Co., ltd. 3,135 2,399 - (5,263) 1,633 - 1,904

AMoREPACiFiC Taiwan

Co., ltd. 1,453 1,421 - (720) (358) - 1,796

Taiwan AMoRE Co., ltd. 1,351 - (278) (217) 387 - 1,243

laneige singapore Pte., ltd. 350 612 - (960) 311 - 313

lAnEigE Malaysia sDn. BHD. 351 398 - (406) 28 - 370

AMoREPACiFiC RUs Co., ltd. 292 1,590 - (397) (245) - 1,240

AMoREPACiFiC Hong Kong 

Co., limited.    1,341 - (180) 179 43 - 1,383

PT. laneige indonesia Pacific 81 - - (24) - - 57

AMoREPACiFiC (Thailand)   

liMiTED 98 - - (47) 25 - 76

Anhui Pacific Tea Co., ltd. 837 - (60) (232) 142 - 687

 37,114 6,420 (1,418) (6,013) 3,306 (7,736) 31,673

      

* AMoREPACiFiC Cosmetics (shenyang) Co., ltd has been included in consolidated subsidiaries in 2007 since its total assets 

 exceeded ₩7,000 million.

     Korean won in millions

 2007 2006

Merchandise 23,914 16,047

Finished goods 62,480 52,199

semi-finished goods and work-in-process 15,210 13,316

Raw materials  45,385 36,509 

supplies 1,551 904

Materials in-transit 6,471 4,736

 155,011 123,711
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The details of changes in equity in earnings (losses) of investees for the year ended December 31, 2007 are as follows : 
Korean won in millions

   Elimination 

 Proportionate Amortization of unrealized  

 earnings (reversal) gains (losses) Total

Pacific Metals Co., ltd. 894 74 - 968

BBDo Korea inc. 987 - - 987

AMoREPACiFiC Cosmetics (shenyang) Co., ltd. 50 - - 50

PACiFiC Japan Co., ltd. 69 - - 69

AMoREPACiFiC Japan Co., ltd. (5,079) - (184) (5,263)

AMoREPACiFiC Taiwan Co., ltd. (720) - - (720)

Taiwan AMoRE Co., ltd. (217) - - (217)

laneige singapore Pte., ltd. (960) - - (960)

lAnEigE Malaysia sDn. BHD. (406) - - (406)

AMoREPACiFiC RUs Co., ltd. (397) - - (397)

AMoREPACiFiC Hong Kong Co., limited. 674 (129) (366) 179

PT. laneige indonesia Pacific (24) - - (24)

AMoREPACiFiC (Thailand) liMiTED (47) - - (47)

Anhui Pacific Tea Co., ltd. (307) 75 - (232)

 (5,483) 20 (550) (6,013)

The summary of financial position of the investees as of December 31, 2007, and the results of their operations for the 

related-periods, is presented as follows :
Korean won in millions

 Total Total  Net income Proportionate

 assets liabilities Sales (loss) earnings

Pacific Metals Co., ltd. 1 57,757 6,192 50,405 3,259 894

BBDo Korea inc. 1 49,826 34,998 20,269 3,330 987

PACiFiC Japan Co., ltd. 2 1,797 681 10,196 (13) 69

AMoREPACiFiC Japan Co., ltd. 2 2,646 556 1,388 (3,505) (5,079)

AMoREPACiFiC Taiwan Co., ltd. 2 3,118 1,322 3,438 (1,093) (720)

Taiwan AMoRE Co., ltd. 2 2,989 502 7,841 694 (217) 

laneige singapore Pte., ltd. 2 786 473 1,310 (671) (960)

lAnEigE Malaysia sDn. BHD. 2 693 322 244 (29) (406)

AMoREPACiFiC RUs Co., ltd. 2 1,265 26 10 (639) (397)

AMoREPACiFiC Hong Kong Co., limited. 2 9,002 3,267 24,726 2,232 67 

PT. laneige indonesia Pacific 2 514 326 308 (179) (24) 

AMoREPACiFiC (Thailand) liMiTED 2 698 446 1,548 (128) (47)

Anhui Pacific Tea Co., ltd. 2 1,073 (85) 241 (349) (307)

 132,164 49,026 121,924 2,909 (5,533)

1 Audited financial statements for the year ended December 31, 2007 were used for the investees.
2  As reliable financial statements for the year ended December 31, 2007 were not available for the investees, such investments were 

presented based on the unaudited financial statements as of December 31, 2007.

in connection with the above unaudited financial statements, the Company has performed the following procedures to 

determine the reliability of such financial statements.

a. obtained the financial statements signed by the Chief Executive officer and statutory auditors of the investees.

b.  Read the financial statements to understand whether important transactions or events that may have material 

accounting implications, either publicly announced or otherwise known to the Company, are reflected in the financial 

statements.

6. Available-for-sale securities

Available-for-sale securities as of December 31, 2007 and 2006 are as follows :
Korean won in millions

 2007  2007 2006

 Equity interest Acquisition Carrying  Carrying

 held (%) cost value value

Marketable securities: 

        Crystal genomics Co., ltd. 1.95 2,183 1,477 1,558

Non-marketable securities:

        The Korea Economics Daily Co., ltd. 0.08 75 81 81

       Kgi securities (Korea) Co., ltd. 2.18 3,451 3,324 3,324

       gl Pharm Tech Co., ltd. 12.27 176 191 191

       Welskin Co., ltd. 8.33 100 48 48

       newCore Co., ltd. - 1 3 3

       others - 600 602 46

investment in partnerships  1 234 227

government and municipal bonds  2,397 2,414 2,884

Treasury stock fund  - - 17,836

  8,984 8,374 26,198

7. Property, plant and equipment

Details of property, plant and equipment as of December 31, 2007 are as follows : 

Korean won in millions

  Accumulated  

 Costs depreciation Net book value

land 504,806 - 504,806

Buildings 264,943 (67,458) 197,485

structures 25,090 (9,869) 15,221

Machinery 134,506 (89,715) 44,791

Vehicles 2,657 (2,012) 645

Tools 90,247 (67,857) 22,390

Furniture and fixtures 258,049 (178,164) 79,885

Trees 4,607 (280) 4,327

Construction in-progress 133,275 - 133,275

Machinery in-transit 798 - 798

other 2,280 (1,103) 1,177

 1,421,258 (416,458) 1,004,800

The value of the Company’s land, as determined by the government of the Republic of Korea for tax administration purposes, was 

₩531,807 million and ₩485,363 million as of December 31, 2007 and 2006, respectively. 
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Changes in the net book value of property, plant and equipment for the year ended December 31, 2007 are as follows : 
Korean won in millions

  Changes in      

 Jan. 1, consolidated     Dec. 31, 

 2007 subsidiaries Additions Disposals Transfers Depreciation 2007

land 504,761 - 74,846 (23,160) (51,641) - 504,806

Buildings 181,475 - 5,769 (1,705) 20,324 (8,378) 197,485

structures 15,079 199 1,815 (105) (106) (1,661) 15,221

Machinery  48,605 - 3,585 (299) 11,913 (19,013) 44,791

Vehicles 669 119 327 (21) 68 (517) 645

Tools 18,547 - 8,447 (401) 6,307 (10,510) 22,390

Furniture    

and fixture 66,776 101 41,749 (729) 1,629 (29,641) 79,885

Trees 4,838 (323) - (124) 223 (287) 4,327

Construction in-  

progress 95,205 - 72,394 - (34,324) - 133,275

Machinery in-   

transit 858 - 2,511 - (2,571) - 798

other 1,354 3,473 1 - (3,463) (187) 1,177

Total 938,167 3,568 211,444 (26,544) (51,641) (70,194) 1,004,800

in 2003, the Company sold its land located in Yongin for ₩24,954 million which has been recorded as advanced received in current 

liabilities. on July 25, 2006, the Company entered into an agreement with Yangbaek Development Co., ltd. to sell its land located in osan 

and received the total contract amount of ₩83,971 million which has been recorded as long-term advances received in non-current 

liabilities. The land located in osan is pledged with and trusted by Korea Real Estate investment Trust Co., ltd. for the loan of Yangbaek 

Development Co., ltd. 

However, The Company has not obtained the official approval of the above two land transactions from the City 

government as of December 31, 2007. Therefore, the Company recorded the book value of the land amounting to ₩51,641 million as an 

investment in land in non-current assets.

8. Intangible assets

Changes in the net book value of intangible assets for the year ended December 31, 2007 are as follows :
Korean won in millions

  Changes in  

 Jan. 1, consolidated  Reversal   Dec. 31,

 2007 subsidiaries Additions (Amortization)  Other 2007

intellectual 

        property 

        rights 3,457 - 297 (915) - 2,839

Development  

costs 7,570 401 2,419 (3,375) - 7,015

software 12,398 1,291 5,408 (4,436) - 14,661

goodwill 582,166 11 1,540 (29,423) 11,690 565,984

others 708 1,101 895 (451) - 2,253

negative  

goodwill (98,401) - - 544 - (97,857)

 507,898 2,804 10,558 38,056 11,690 494,895

9. Insurance

insurance coverage under major insurance policies carried by the Company as of December 31, 2007 is as follows :
Korean won in millions

    Coverage amount

insured assets  Policy 2007 2006

inventories and property  Fire insurance 837,012 784,682

in addition, the Company maintains fidelity insurance for directors and employees, and casualty insurance for vehicles and industrial 

accidents.

10. Short-term borrowings

short-term borrowings denominated in foreign currencies as of December 31, 2007 and 2006 are as follows :
Korean won in millions and Euro in thousands

Financial institution  Annual interest rate 2007 2006

societe generale Banque and others  5.78 % 19,300 22,030

   (EUR 13,973) (EUR 20,793)

11. Severance and retirement benefits

Changes in net carrying amount of severance and retirement benefits for the years ended December 31, 2007 and 2006 

are as follows : 
Korean won in millions

 2007 2006

As of January 1, 105,495 103,432

Provision during the year 27,527 12,894

Payment during the year (22,677) (12,644)

succession of retirement benefits from affiliated companies  402 -

Changes in consolidated subsidiaries - 1,813

 110,747 105,495

less:

        Deposits for severance and retirement benefits (77,547) (72,991)

        Prepayments to the Korean national Pension Corp. (1,403) (1,678)

As of December 31, 31,797 30,826

12. Commitments and contingencies

As of December 31, 2007, the Company maintains various lines of credits such as bank overdraft amounting to ₩4,700 

million, l/C opening totalling Us$8,000 thousand and factoring of receivables to the extent of ₩35,000 million with 

Woori Bank. The Company is contingently liable for ₩2,573 million of trade accounts and notes receivable factored (with 

recourse) as of December 31, 2007. in october 2003, the Company entered into a land purchase agreement with the 

government of the osan City, gyeonggi Province. in accordance with the agreement, the Company paid ₩11,200 million 

to the osan City, which was recorded as long-term advance payments in non-current assets.

As December 31, 2007, the Company is provided with guarantees by seoul guarantee insurance amounting 

to ₩7,680 million for fidelity bond, escrow deposits and contract implementations.

on February 20, 2004, the Company entered into a technical tie-up agreement with schwarz Pharma Ag 

(germany) to provide technology on the PCT/KR01/01407 patent. The Company has received EUR 4,450 thousand and 

Us$2,000 thousand for the technology transfer and is entitled to receive a lumpsum royalty in the maximum of EUR 

107,500 thousand and running royalty depending on the sales of the product.
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13. Capital stock

There is no change in capital stock of the Company for the year ended December 31, 2007. Details of capital stock of the 

Company as of December 31, 2007 and 2006 are as follows:

Description 2007 2006

number of shares authorized 36,000,000 36,000,000

Par value per share 5,000 5,000

number of common stocks issued 7,979,089 7,979,089

number of preferred stocks issued 911,097 911,097 

Details of preferred stocks of the Company as of December 31, 2007 are as follows:

 Dividend payout ratio Number of shares Description

Preferred stock 1 Common stock dividend+1% 644,377 non-participating and

   non-cumulative

Preferred stock 2 Minimum 3% 266,720 Participating and

   cumulative

  911,097

14. Capital surplus

Details of capital surplus of the Company as of December 31, 2007 and 2006 are as follows :
Korean won in millions

 2007 2006

Paid-in capital in excess of par value 673,096  673,096

Asset revaluation surplus 170,804 170,804

others 5,778 7,269

 849,678 851,169

Paid-in capital in excess of par value

Paid-in capital in excess of par value may not be utilized for cash dividend, but may used to offset a future deficit, if any, or 

may be transferred to capital stock.

Asset revaluation surplus

The Company revalued certain of its property, plant and equipment in accordance with the Korean Asset Revaluation 

Act on January 1, 1998, resulting in a revaluation surplus of ₩170,804 million, net of related income tax effect of ₩5,286 

million. The asset revaluation surplus may not be utilized for cash dividend, but may used to offset a future deficit, if any, 

or may be transferred to capital stock.

15. Capital adjustments

Details of capital adjustments of the Company as of December 31, 2007 and 2006 are as follows :
Korean won in millions

 2007 2006

Treasury stock  133,330 134,442

loss resulting from capital reduction  - 507,841

 133,330  642,283

 

Treasury stock

The Company purchased its common and preferred stocks when merging with PACiFiCglAs inc. and Jangwon Co., ltd. 

in 2005. The Company also purchased its common and preferred stocks to stabilize its stock price through the specified 

money trust and treasury stock fund. 

Changes in treasury stock for the years ended December 31, 2007 and 2006 are as follows :
Korean won in millions

 2007   2006

 number of shares Amount number of shares Amount

As of January 1, 580,952 134,442 1,522,160 434,343

Acquisition - - 4,042 692

split-off * - - (945,250) (299,628)

Disposal (12,461) (901) - -

others - (211) - (965)

As of December 31, 568,491 133,330 580,952 134,442

* Treasury stock was transferred to AMoREPACiFiC Corporation at the time of the split-off dated June 1, 2006.

loss resulting from capital reduction

on June 1, 2006, the Company recorded a loss resulting from capital reduction amounting to ₩507,841 million at the 

time of the spin-off of AMoREPACiFiC Corporation. The loss resulting from capital reduction was offset against retained 

earnings at the stockholders’ meeting on  February 27, 2007.

16. Retained earnings

Retained earnings of the Company as of December 31, 2007 and 2006 are as follows :
Korean won in millions

 2007 2006

Appropriated:  

        legal reserve 28,615 28,615

        Business rationalization reserve 25,560 25,560

        Financial structure improvement reserve 9,966 9,966

        Technology development reserve 71,651 75,183

others 290,159 688,000

 425,951 827,324

Unappropriated 67,714 129,566

 493,665 956,890

legal reserve

in accordance with the Korean Commercial Code, an amount equal to at least 10% of cash dividends is required to be 

appropriated as a legal reserve until the reserve equals 50% of paid-in capital. The legal reserve may not be utilized for 

cash dividends but may only be used to offset a deficit, if any, or be transferred to capital.
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Business rationalization reserve 

Prior to December 2004, in accordance with the Korean Tax incentives limitation law (“Till”), the amounts of tax credits 

or exemptions taken under this law were appropriated as a reserve for business rationalization. such reserve could not be 

utilized for cash dividends but could be used to offset an accumulated deficit, if any, or be transferred to paid-in capital. 

Effective from December 2004, such reserve is no longer required by the revised Till.

Financial structure improvement reserve 

The Korean Financial Control Regulation for listed companies requires that an amount equal to at least 10% of net income, 

plus a 50% of net gain, if any, on extraordinary disposal of property, plant and equipment (after related income taxes), be 

appropriated as reserve for improvement of financial position until the ratio of stockholders’ equity to total assets equals 

30%. Effective from December 2007, such reserve is no longer required by the revised Till. 

 

Technology development reserve

Under the Till, the reserve for technology development is provided to obtain tax benefit in the year the appropriations 

are proposed. This reserve may be reversed after the lapse of specified periods prescribed in the Till. This reserve may be 

utilized for cash dividends only after reverting it to retained earnings.

17. Income taxes

Reconciliations of income before income taxes for financial reporting purposes and taxable income for corporate income 

tax reporting purposes for the years ended December 31, 2007 and 2006 are summarized as follows : 
Korean won in millions

 2007 2006

income before income taxes per statements of income Additions: 257,576 172,278

        Temporary differences 243,888 65,684

        non-temporary differences 23,451 19,036

Deductions: 

        Temporary differences (288,884) (56,477)

        non-temporary differences (70,051) (31,146)

Taxable income for corporate income tax reporting purposes 165,980 169,375

Current income taxes 54,888 53,468

significant changes in cumulative temporary differences for the year ended December 31, 2007 are as follows :

Korean won in millions

  Changes in                       Deferred income tax

 Jan. 1, consolidated After Net increase/ Dec. 31,                        assets (liabilities)

 2007 subsidiaries adjustments (Decrease) 2007 Current Non-current

Allowance for doubtful  

        accounts 1,870 761 2,631 (1,051) 1,580 434 -

Provision for sales return 15,503 1,923 17,426 (845) 16,581 - 4,560

severance and retirement   

        benefits 571 (571) - 842 842 - 231

Available-for-sale  

        securities (1,388) (5,079) (6,467) 9,852 3,385 - 931

Equity method

        investments (197,649) 10,709 (186,940) 43,147 (143,793) - (62,136)

Treasury stock (108,153) 798 (107,355) - (107,355) - (29,523)

others (58,132) (42,155) (100,287) (65,644) (165,931) (3,002) (27,916)

 (347,378) (33,614) (380,992) (13,699) (394,691) (2,568) (113,853)

Provision for income taxes for the years ended December 31, 2007 and 2006 are summarized as follows :
Korean won in millions

 2007 2006

Current income taxes 54,888 53,468

Changes in deferred income taxes arising from  

temporary differences 12,493 (5,539)

Current and deferred income tax recognized  

directly to equity * (1,953) (2,881)

Changes in deferred income tax by  

the split-off 15,648 -

Additional income taxes for prior period 912 301

others (13) -

 81,975 45,349

* income tax is directly recognized to gain or loss on available-for-sale securities and equity method 

 investments in accordance with Korean gAAP.

The effective income tax rates for years ended December 31, 2007 and 2006 are as follows :
Korean won in millions

 2007 2006

Provision for income taxes 81,975 45,349

income before income taxes 257,576 172,278

Effective income tax rate 31.83% 26.32%

18. Earnings per share

The Company’s per share amounts for the years ended December 31, 2007 and 2006 are computed as follows :
Korean won in millions

 2007 2006

net income  

(Controlling company interest in earnings)  55,035 123,026

Preferred stock dividends (1,328) (1,149)

net income attributable to common stock   53,707 121,877

Weighted-average number of shares of common stock outstanding 7,424,387  5,267,408

Basic earnings per share (Korean won in units) 7,234 23,138

As there are no diluted securities outstanding as of December 31, 2007, diluted earnings per share are not presented.
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20. Dividends

Details of dividends declared of the controlling company for the years ended December 31, 2007 and 2006 are as follows:

   2007

 Common stock Preferred stock 1 Preferred stock 2

Par value 5,000 5,000 5,000

Dividend payout ratio 29% 30% 29%

Dividend per share 1,450 1,500 1,450

shares entitled to dividends 7,427,596 627,388 266,720

Dividends (Korean won in millions) 10,770 941 387

   2006

 Common stock Preferred stock 1 Preferred stock 2

Par value 5,000 5,000 5,000

Dividend payout ratio 25% 26% 25%

Dividend per share 1,250 1,300 1,250

shares entitled to dividends 7,415,135 627,388 266,720 

Dividends (Korean won in millions) 9,269 816 333

The dividend payout ratio for the years ended December 31, 2007 and 2006 is as follows :
Korean won in millions

  2007 2006

Dividends (A)  12,098 10,418

net income (B)  55,052 118,985

Dividend payout ratio (A/B)  21.98% 8.76%

The dividend yield ratio for years ended December 31, 2007 and 2006 is as follows:

   2007

 Common stock Preferred stock 1 Preferred stock 2 

Dividend per share (A) 1,450 1,500 1,450

Market value per share at balance sheet date (B) 155,500 68,100 103,000

Dividend yield ratio (A/B) 0.93% 2.20% 1.41%

   

   2006

 Common stock Preferred stock 1 Preferred stock 2 

Dividend per share (A) 1,250 1,300 1,250

Market value per share at balance sheet date (B) 170,000 73,100 102,500

Dividend yield ratio (A/B) 0.74% 1.78% 1.22%

19. Comprehensive income 

The Company’s comprehensive income for the years ended December 31, 2007 and 2006 are as follows :
Korean won in millions

 2007 2006

net income 175,601 126,929

other comprehensive income:

        Capital adjustment arising from equity method investments - credit 1,318 (1,932)

        Capital adjustment arising from equitymethod investments - debit 164 1,520

overseas translation gains 1,823 2,698

 gain (loss) on valuation of available-for-sale securities (6,102) 2,151

 (2,797) 4,437

Comprehensive income 172,804 131,366

21. Intercompany transactions

significant inter-company transactions which have been eliminated during consolidation for the years ended December 

31, 2007 and 2006 are as follows : 
Korean won in millions

     2007

selling Purchasing     

company company sales Purchases Receivables Payables

PACiFiC AMoREPACiFiC  

Corporation Corporation 7,234 90 489 61

 PACiFiCPHARMA  

 Corporation 1,124 - 379 296

 AMos Professional

 Corp. 283 - 24 133

AMoREPACiFiC PACiFiC Corporation 90 7,234 61 489

Corporation PACiFiCPHARMA  

 Corporation 1,391 20,721 3,798 1,352

 AMos Professional

 Corp. 5,490 - 791 67

 Etude Corporation 13,105 1,234 1,357 188

 PACiFiCglAs inc. 121 14,575 15 2,646

 Foreign subsidiaries 14,360 12,799 3,929 2,074

  43,198 56,653 10,843 7,306

     2006

selling Purchasing     

company company sales Purchases Receivables Payables

PACiFiC AMoREPACiFiC  

Corporation Corporation - - 2,327 -

 PACiFiCPHARMA  

 Corporation 1,269 9,673 343 296

 AMos Professional

 Corp. 2,525 - 24 164

 Etude Corporation 8,707 496 29 -

 Foreign subsidiaries 3,196 1,280 - -

AMoREPACiFiC PACiFiCPHARMA  

Corporation Corporation - - 303 1,707

 AMos Professional

 Corp. - - 892 45

 Etude Corporation - - 5,818 91

 Foreign subsidiaries - - 7,821 -

  15,697 11,449 17,557 2,303

AMoREPACiFiC Corporation provided a guarantee to AMoREPACiFiC Europe s.A.s. amounting to 40,663 million and 33,979 million for its 

short-term borrowings as of December 31, 2007 and 2006, respectively.
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22. Related party disclosures

significant transactions and outstanding balances as of and for the years ended December 31, 2007 and 2006 with related 

parties are as follows : 
Korean won in millions

     2007

Company Relationship sales Purchases Receivables Payables

BBDo Korea inc. Affiliate - 10,018 - 1,840

Taeshin inpack Corporation other - 49,901 - 5,500

   59,919 - 7,340

     2006

Company Relationship sales Purchases Receivables Payables

BBDo Korea inc. Affiliate 458 2,804 1 198

 Taeshin inpack Corporation other - 17,293 - -

  458 20,097 1 198

23. Contributions to society

The contribution to society made by the Company for the years ended December 31, 2007, and 2006 are as follows :
Korean won in millions

 2007 2006

Facilities for rehabilitants 748 269

others 1,929 1,612 

 2,677 1,881

The Company provided loans to employees for rent or housing as well as subsidies for the employees’ children’s education expenses.

  
24. Environmental policy

in relation to the activities of manufacturing skin care and other products, the Company has focused on the management 

system to evaluate, manage and improve environmental conditions. As a result, the Company received the iso 14001 

certificate. The expenditures for environmental improvement of the Company amounted to ₩2,668 million and ₩709 

million for the years ended December 31, 2007 and 2006, respectively.

25. Training and recruiting expenses

The expenses of the Company for training and recruiting employees amounted to ₩8,492 million and ₩2,099 million for 

the years ended December 31, 2007 and 2006, respectively.

26. Segment information

The Company has two reportable operating segments – cosmetics and others. The segments are internally classified with 

regard to the attributes of the major products. The following table provides information for each operating segment as of 

and for the years ended December 31, 2007 and 2006 :
Korean won in millions

    2007

    Consolidating

 Cosmetics others adjustment  Total

sales 1,577,526 186,818 (120,225) 1,644,120

internal sales (75,634) (44,591) 120,225 -

net sales 1,501,893 142,227 - 1,644,120

operating income 238,476 12,325 (29,647) 221,154

Total assets 1,465,398 1,592,767 (486,128) 2,572,037

     

    2006

    Consolidating

 Cosmetics others adjustment Total

sales 588,988 217,485 (27,147) 779,326

internal sales (16,203) (10,944) 27,147 -

net sales 572,785 206,541 - 779,326

operating income 111,161 28,958 5,741 145,860

Total assets 2,668,578 84,673 (323,849) 2,429,402

27. geographical segment information

The Company’s sales by geographic segment for the years ended December 31, 2007 and 2006 are as follows :

    Korean won in millions 

    2007

  Domestic   Consolidating

 Domestic Export overseas adjustment Total

sales 1,580,581 42,642 141,122 (120,225) 1,644,120

internal sales  (60,183) (60,042) 120,225 -

net sales  1,563,041 81,079 - 1,644,120

operating income  264,781 (13,980) (29,647) 221,154

Total assets  2,914,524 162,533 (505,020) 2,572,037

  

     2006

  Domestic   Consolidating

 Domestic Export overseas adjustment Total

sales 757,860 20,190 28,423 (27,147) 779,326

internal sales  (25,867) (1,280) 27,147 -

net sales  752,183 27,143 - 779,326

operating income  143,799 (3,680) 5,741 145,860

Total assets  2,619,208 134,043 (323,849) 2,429,402
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28. Split-off

in accordance with the resolution at the stockholders’ meeting dated February 27, 2007, the Controlling Company split 

off its green tea and glass container businesses to establish Jangwon Co., ltd.  and PACiFiCglAs inc. on April 1, 2007. 

The key financial effects resulting from the split-off as of April 1, 2007 are as follows :
Korean won in millions

  After split-off

 Before PACiFiC Jangwon PACiFiCglAs

 split-off Corporation Co., ltd. inc.

Assets 1,393,553 1,390,456 61,690 56,277

liabilities 165,372 145,467 5,864 14,431

stockholder’s equity 1,228,181 1,244,989 55,826 41,846

Capital stock 44,451 44,451 5,000 5,000

29. Supplementary cash flow information 

significant transactions not involving cash flows for the years ended December 31, 2007 and 2006 are as follows :
 Korean won in millions

 2007 2006

Reclassification of construction in-progress to property, plant and equipment 34,324 1,792

Appropriation of losses on valuation of available-for-sale securities - 2,698

Transfer from land to investment in land 51,641 -


