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Operating Profit

Net Income

Total Assets

Total Liabilities

Shareholders’ Equity

23,652

1,165

1,394

19,602

11,571

8,031

21,915

1,205

1,687

17,509

9,399

8,110

25,443

1,254

1,500

21,086

12,447

8,639

23,574

1,296

1,814

18,835

10,110

8,725

(in billions of Korean Won) (in millions of US Dollars) 

* These figures are based on the exchange rates of ￦1,013.0 to US$ 1.00 as of December 31, 2006 and ￦929.6 per US$ at Dec. 31, 2005

2006 2005 2006 2005

Current Ratio

Debt Ratio

Return on Sales

Net Income to Shareholders’ Equity 
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4.9%

17.3%

120.7%

115.9%

5.5%

22.8%

98.8%

144.1%
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115.9%

5.5%

22.8%

2006 2005 2006 2005
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NON-CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

(9,762,851)

- 

(26,445,537)

(3,780,496,476)

(1,253,062,274)

8,395,173,296 

1,231,412,542 

211,361,489 

108,231 

9,838,055,558 

(8,130,311,635)

(683,250,000)

(29,073,457)

(239,640,795)

(200,000,000)

(1,185,211,537)

- 

(10,467,487,424)

(629,431,866)

(64,034,154)

1,376,801,634 

1,312,767,480 

(8,110,394)

(175,372,991)

(116,624,600)

(1,561,118,869)

(517,468,315)

6,163,391,132 

1,594,398,321 

191,675,891 

8,690,540 

7,958,155,884 

(6,356,803,345)

(515,637,228)

(66,501,639)

(232,475,885)

(265,000,000)

- 

(7,431,476)

(7,443,849,573)

514,306,311 

1,041,985,827 

334,815,807 

1,376,801,634 

(10,502,207)

- 

(28,448,297)

(4,066,799,135)

(1,347,958,556)

9,030,952,341 

1,324,669,258 

227,368,211 

116,427 

10,583,106,237 

(8,746,032,310)

(734,993,546)

(31,275,233)

(257,789,152)

(215,146,300)

(1,274,969,380)

- 

(11,260,205,921)

(677,099,684)

(68,883,556)

1,481,068,883 

1,412,185,327

(8,724,607)

(188,654,249)

(125,456,755)

(1,679,344,738)

(556,656,965)

6,630,153,972 

1,715,144,493 

206,191,793 

9,348,688 

8,560,838,946 

(6,838,213,581)

(554,687,209)

(71,537,906)

(250,081,632)

(285,068,847)

- 

(7,994,273)

(8,007,583,448)

553,255,498 

1,120,896,974 

360,171,909 

1,481,068,883 

Korean won (In thousands) Translation into U.S. dollars (Note 2)

2006 2005 2006 2005

Acquisition of intangible assets

Decrease in allowance for guarantees

Decrease in leasehold deposits received

Sub-total

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Cash inflows from financing activities :

Proceeds from short-term borrowings

Issuance of bonds

Proceeds from long-term borrowings

Exercise of stock options

Sub-total

Cash outflows for financing activities :

Repayment of short-term borrowings

Redemption of bonds

Repayment of long-term borrowings

Dividends payments

Redemption of ABS liabilities

Acquisition of treasury Stock

Retirement of preferred stock

Sub-total

Net cash provided by (used in) financing 

activities

NET INCREASE (DECREASE) IN CASH AND 

CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS

AT BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS

AT END OF THE YEAR (Note 22)

￦

￦

￦

￦

US$

US$

US$

US$
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

1. GENERAL

SK Corporation (the “Company”) was incorporated by the Korean government in 1962 as Korea Oil Corporation (“KOCO”), under the Korea Oil

Corporation Act of 1962 (the “Act”). Upon repeal of the Act in 1970, KOCO became a limited liability joint venture company owned by The

Korea Development Bank and Gulf Oil Corporation (“Gulf”). KOCO’s name was changed to Yukong Limited in 1982, following the disposition

by Gulf of its interest in KOCO to Sunkyoung Limited (currently SK Networks Co., Ltd.) in 1980 and the Company’s stock was listed on the Stock

Market of Korea Exchange (formerly “Korea Stock Exchange”) in 1984. In March 1998, the Company’s name was changed from Yukong Limited

to SK Corporation. 

The Company’s business is comprised principally of producing and marketing petroleum products, petrochemical products and lubricants

oils. The Company also conducts oil exploration and production activities, and the importation and distribution of bituminous coal.

As of December 31, 2006, the Company’s capital stock amounted to ￦653,452 million (including ￦10,042 million of preferred stock) and the

Company’s total issued shares of common stock are held by the following :

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The accompanying non-consolidated statutory financial statements of the Company have been prepared in accordance with accounting

principles generally accepted in the Republic of Korea (“Korean GAAP”). The accompanying non-consolidated financial statements will be

approved at the general shareholders’ meeting on March 9, 2007. Significant accounting policies followed in preparing the accompanying

financial statements are summarized as follows :

a. Basis of Presentation 
The accompanying non-consolidated statutory financial statements have been prepared in the Korean language (Hangul) in conformity with

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

financial statements are intended for use by those who are informed about Korean accounting principles and practices. The accompanying

financial statements have been condensed, restructured and translated into English with certain expanded descriptions from the Korean

language financial statements. Certain information included in the Korean language financial statements, but not required for a fair

presentation of the Company’s financial position, results of operations or cash flows, is not presented in the accompanying financial

statements.

The accompanying financial statements are stated in Korean won, the currency of the country in which the Company is incorporated and

operates. The translation of Korean won amounts into U.S. dollar amounts in the accompanying financial statements is included solely for the

convenience of readers outside of the Republic of Korea and has been made at the rate of ￦929.60 to US$1.00 at December 31, 2006, the

Base Rate announced by Seoul Money Brokerage Services, Ltd. Such translations should not be construed as representations that the Korean

won amounts could be converted into U.S. dollars at that or any other rate. 

b. Adoption of New Statements of Korea Accounting Standards
Statements of Korea Accounting Standards (“SKAS”) No. 18 ‘Interest in Joint Ventures’, No. 19 ‘Lease’, and No. 20 ‘Related Party Disclosures’,

which became effective from the fiscal year beginning after December 31, 2005, were adopted by the Company for the year ended December

15,667,752

7,803,260

6,452,920

19,190,741

79,567,349

128,682,022

12.19%

6.06%

5.01%

14.91%

61.83%

100.00%

SK C&C and related parties

Templeton Asset Management, Ltd.

CRMC

Treasury stock

Others

Total

Number of shares Percentage of ownership (%)
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31, 2006. The adoption of these standards did not have an effect on the financial position of the Company as of December 31, 2006 or ordinary

income and net income of the Company for the year then ended.

c. Cash Equivalents 
Cash equivalents are highly liquid investments and short-term financial instruments that are readily convertible without significant transaction

cost or risk of changes in interest rates with maturities of three months or less at the acquisition date.

d. Allowance for Doubtful Accounts
The Company provides an allowance for doubtful accounts to cover estimated losses on receivables, based on collection experience and

analysis of the collectibility of individual outstanding receivables.

e. Inventories
Inventories are stated at the lower of cost or net realizable value, with cost determined using the last-in first-out method (“LIFO”), except for

materials in-transit and supplies of which costs are determined using the specific identification method and the moving average method,

respectively. The Company maintains perpetual inventory systems that are used to value inventories, which are adjusted to physical inventory

count performed at the end of the year. When the net realizable value of inventories is less than the acquisition cost, the carrying amount is

reduced to the net realizable value. Such allowance for loss on valuation is reflected as a contra inventory account and valuation loss is

charged to cost of sales. 

f. Securities (excluding equity securities accounted for using the equity method of accounting)
Debt and equity securities, which consist solely of available-for-sale securities, are initially stated at their acquisition costs (acquisition cost is

fair value of considerations paid; if fair value of considerations paid is unavailable, market value of securities acquired), including incidental

cost incurred in connection with acquisition of the relevant securities, determined using the moving average method for equity securities or

the specific identification method for debt securities. 

Available-for-sale securities are recorded at fair value; however, available-for-sale equity securities, of which fair value cannot be reliably

measured, are recorded at cost. Unrealized gains or losses from available-for-sale securities are recorded as capital adjustments and when the

decline in fair value is not deemed recoverable, an impairment loss is recognized in the current operations. If the value of impaired securities

subsequently recovers and the recovery objectively relates to an event arising after the period when the impairment loss was recorded, such

recovery is credited in the current operations up to the previously recorded impairment losses.

Available-for-sale securities are presented as non-current assets. However, if an available-for-sale security matures or it is certain to dispose of

such security within one year from the balance sheet date, it is presented as a current asset.

g. Equity Securities Accounted for Using the Equity Method of Accounting
Investments in equity securities of companies, over which the Company controls or exercises significant influence, are reported using the

equity method of accounting in the non-consolidated financial statements. Such investments are initially carried at acquisition cost, including

incidental cost incurred in connection with acquisition of the related securities, determined using the weighted average method. Under the

equity method of accounting, the Company records changes in its proportionate equity of the book value of the investee as current

operations, capital adjustments or adjustments to retained earnings, depending on the nature and the underlying changes in the investee

(See Note 7).

The details of applying the equity method of accounting are as follows :

Goodwill or difference between the acquisition cost and the acquired proportionate interest in net asset value of the investee is amortized

over 20 years using the straight-line method. 

Unrealized gains and losses arising from inter-company transactions are eliminated and the effect of elimination is reflected in the investment

securities account.

An impairment loss is recognized in the current operations if there is objective evidence of impairment of the equity securities in affiliates and

its recoverable value is less than the corresponding book value. In case goodwill is not fully amortized, the goodwill balance will be written off.
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If the value of impaired securities subsequently recovers, such recovery is credited in the current operations up to the previously recorded

impairment losses. The book value of recovered security shall not exceed the balance that would have been recorded had the impairment loss

not been recognized. However, in no case the impaired goodwill can be recovered subsequently.

For overseas affiliates whose financial statements are prepared in foreign currency, assets and liabilities are translated at the exchange rate at

the balance sheet date, shareholders’ equity is translated at the historical exchange rate and items in the statement of income are translated at

the weighted average exchange rate for the reporting period. Net translation adjustments are recorded as a component of shareholders’

equity.

The Company has used the unaudited financial statements in applying the equity method of accounting for investees of which the audit or

review of the financial statements has not been completed.

h. Tangible Assets
Tangible assets are stated at cost, or at appraised values as determined by independent appraisers pursuant to the Korean Asset Revaluation

Law. Major renewals and betterments, which prolong the useful life or enhance the value of assets, are capitalized. Expenditures for

maintenance and repairs are charged to expense as incurred. Depreciation is computed using the straight-line method over the following

useful lives :

i. Intangible Assets
Intangible assets are recorded at cost, less amortization computed using the straight-line method over 3 to 20 years.

j. Impairment of Assets
When the recoverable amount is significantly less than the carrying value of investment, tangible or intangible assets due to obsolescence,

physical damage, decline in market value or other causes, except for the assets recorded at fair value in the balance sheets, the difference

between the recoverable amount and the carrying value is recorded in the current operations as impairment loss. 

k. Accounting for Foreign Currency Transactions and Translations
Transactions denominated in foreign currencies are recorded in Korean won translated at the exchange rate prevailing on the transaction

date. Monetary assets and liabilities denominated in foreign currencies are translated into Korean won at the Base Rates announced by Seoul

Money Brokerage Services, Ltd. at the balance sheet dates, which were ￦929.60 and ￦1,013.00 to US$1.00 at December 31, 2006 and 2005,

respectively, and gains or losses arising from foreign currency translation are charged or credited to current operations.

l. Accrued Severance Indemnities
In accordance with the Company’s policy, all employees with more than one year of service are entitled to receive severance indemnities,

based on length of service and rate of pay, upon termination of their employment. Accruals for severance indemnities are recorded to

approximate the amount required to be paid if all employees were to terminate at the balance sheet date. 

In accordance with the Korean National Pension Fund Law, the Company transferred a portion of its accrued severance indemnities to the

National Pension Fund through March 1999, which is deducted from accrued severance indemnities.

The Company has deposits with insurance companies to fund the portion of the employees’ severance indemnities which is in excess of the

Buildings

Structures

Tanks

Machinery and equipment

Long distance oil pipelines

Vehicles

Ship and vessels

Other tangible assets

30~50

20~40

25

15

25

5

13

5

Description Useful lives (years)
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tax deductible amount allowed under the Corporate Income Tax Law, in order to take advantage of the additional tax deductibility for such

funding. Such deposits with outside insurance companies, where the beneficiaries are the Company’s employees, are deducted from accrued

severance indemnities.

Actual payment of severance indemnities amounted to ￦65,772,724 thousand and ￦44,525,878 thousand for the years ended December 31,

2006 and 2005, respectively.

m. Discounts on Bonds 
Discounts on bonds are amortized to interest expense using the effective interest rate method over the redemption period of the bonds.

n. Accounting for Leases
A lease is classified as a finance lease if it transfers substantially all the risks and rewards incident to ownership. All other leases are classified as

operating leases.

Whether a lease is a finance lease or an operating lease depends on the substance of the transaction rather than the form. Situations that

would normally lead to a lease being classified as a finance lease include the following : i) the lease transfers ownership of the asset to the

lessee by the end of the lease term; ii) the lessee has the option to purchase the asset at a price which is expected to be sufficiently lower than

fair value at the date the option becomes exercisable that, at the inception of the lease, it is reasonably certain that the option will be

exercised; iii) the lease term is for the major part of the economic life of the asset, even if title is not transferred; iv) at the inception of the lease,

the present value of the minimum lease payments amounts to at least substantially all of the fair value of the leased asset; and v) the lease

assets are of a specialized nature such that only the lessee can use them without major modifications being made. 

For operating leases, the future minimum lease payments are expensed ratably over the lease term while contingent rentals are expensed as

incurred.

o. Revenue Recognition
Sales of finished goods are recognized at the time of delivery to customers and other revenues are recognized when earning process is

accomplished, the inflow of economic benefits is probable and these benefits can be measured reliably.

p. Derivative Instruments 
The Company records rights and obligations arising from derivative instruments as assets and liabilities, which are stated at fair value. The

gains and losses that result from the change in the fair value of derivative instruments are reported in current operations. 

q. Income Tax
Income tax expense is determined by adding or deducting the total income tax and surtaxes to be paid for the current period and the changes

in deferred income tax assets or liabilities. In addition, current tax and deferred tax is charged or credited directly to equity if the tax relates to

items that are credited or charged directly to equity in the same or different period.

Deferred taxes are recognized on differences between the carrying amounts of assets and liabilities in the financial statements and the

corresponding tax bases used in the computation of taxable profits. Deferred tax liabilities are generally recognized for all taxable temporary

differences with some exceptions and deferred tax assets are recognized to the extent that it is probable that taxable profit will be available

against which the deductible temporary difference can be utilized. The carrying amount of deferred tax assets is reviewed at each balance

sheet date and reduced to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the

assets to be recovered.

Deferred tax assets and liabilities are classified as current or non-current based on the classification of the related assets or liabilities for

financial reporting and classified according to the expected reversal date of the specific temporary difference if they are not related to an asset

or liability for financial reporting, including deferred tax assets related to carryforwards. Deferred tax assets and liabilities in the same current

or non-current classification are offset, if these relate to income tax levied by the same tax jurisdictions.
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3. RESTRICTED DEPOSITS

Details of restricted deposits as of December 31, 2006 and 2005 are as follows :

4. TRADE RECEIVABLES TRANSFERRED

Trade receivables transferred to financial institutions and other, which have not matured as of December 31, 2006 and 2005, are as follows :

5. INVENTORIES

a. The differences between the carrying amounts valued using the LIFO and the amounts valued using the weighted average method as of

December 31, 2006 and 2005 are as follows :

Pledged for exploration project

Guarantee deposits 

for checking accounts

Collateral

Trust for public benefit

Insurance for employee retirement

-

28,500

1,641,900

15,000,000

196,578,188

213,248,588 

14,565,927

31,500

1,641,900

-

196,668,396

212,907,723

￦

￦

￦

￦

Short-term financial instruments

Long-term financial instruments

〃

〃

Deposits for severance benefits

Total

2006 2005(in thousands of Korean won) Description

Notes receivable

Accounts receivable

- 

928,083,654

928,083,654

50,000,000

654,205,327

704,205,327

Transfer of trade receivables (See Note 26)

〃

Total

Type of Assets 2006 2005Type

409,308,276

149,156,082

69,849,438

42,483,231

162,118,845

639,177,785

1,472,093,657

613,022,190  

186,090,476

80,803,211

43,119,047

255,500,533

700,031,563

1,878,567,020

203,713,914

36,934,394

10,953,773

635,816

93,381,688

60,853,778

406,473,363

￦

￦

￦

￦

￦

￦

Petroleum

Petrochemicals

Lubricant oils

Other finished goods

Semi-finished goods

Raw materials

Total

2006

Carrying amount
Amount under the

weighted average method Difference(in thousands of Korean won)

(in thousands of Korean won)

￦

￦

￦

￦
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b. Details of liquidation of beginning balance under LIFO for the year ended December 31, 2006 are as follows : 

6.  AVAILABLE-FOR-SALE SECURITIES

Details of available-for-sale securities as of December 31, 2006 and 2005 are as follows :
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141,482   

75,034,155

75,175,637

141,482 

75,034,155

20,999

80,343,102

80,364,101

20,999

80,343,102

Available-for-sale securities:

Debt securities

Equity securities

Total

Current available-for-sale securities

Non-current available-for-sale securities

2006 2005(in thousands of Korean won)

(in thousands of Korean won)

(in thousands of Korean won)

233,542,458

95,681,029

21,329,758

44,245,941

133,836,058

407,325,481

935,960,725

386,575,921

128,197,011

26,412,590

44,434,205

220,674,032

507,643,432

1,313,937,191

153,033,463

32,515,982

5,082,832

188,264

86,837,974

100,317,951

377,976,466

￦

￦

￦

￦

￦

￦

Petroleum

Petrochemicals

Lubricant oils

Other finished goods

Semi-finished goods

Raw materials

Total

2005

Carrying amount
Amount under the

weighted average method Difference

24,243,336

36,513,633

6,476,927

4,125,795

71,359,691

47,775,052

54,444,549

7,831,321

4,751,249

114,802,171

23,531,716 

17,930,916

1,354,394

625,454

43,442,480

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

Petroleum

Petrochemicals

Lubricant oils

Other finished goods

Total

2006

Cost of sales under LIFO
Cost of sales under the

weighted average method Difference
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a. Debt securities
Debt securities as of December 31, 2006 and 2005 are as follows :

As government bonds are to be disposed of within a year, the Company classified them as current assets. The government bonds in available-

for-sale category were recorded at fair value calculated based on the market current yields at balance sheet dates. In addition, losses on the

disposal of government bonds in available-for-sale securities amounted to ￦173,824 thousand and ￦170,561 thousand for the years ended

December 31, 2006 and 2005, respectively.

Detailed maturity information of government bonds as of December 31, 2006 and 2005 is as follows :

25,385 20,999 (4,386)￦ ￦ ￦Government bonds 

2005

Acquisition cost
(beginning balance)

Fair value
(carrying amount) Valuation loss

-

156,605

156,605

-

141,482

141,482

-

(15,123)

(15,123)

￦

￦

￦

￦

￦

￦

Within 1 year

1 to 5 years

Total

2006

Acquisition cost
(beginning balance)

Fair value
(carrying amount) Valuation gain (loss)Maturity

-

9,505

15,880

25,385

-

8,159

12,840

20,999

-

(1,346)

(3,040)

(4,386)

￦

￦

￦

￦

￦

￦

Within 1 year

1 to 5 years

Over 5 years

Total

2005

Acquisition cost
(beginning balance)

Fair value
(carrying amount) Valuation gain (loss)Maturity

156,605 141,482 (15,123)￦ ￦ ￦Government bonds

2006

Acquisition cost
(beginning balance)

Fair value
(carrying amount) Valuation loss(in thousands of Korean won)

(in thousands of Korean won)

(in thousands of Korean won)

(in thousands of Korean won)
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b. Equity securities
Available-for-sale equity securities as of December 31, 2006 and 2005 are as follows :

(Note a) As allowed under Korean GAAP, investments in SK Australia (Togara), SK Australia (Wyong) were exempted from application of the equity method of

accounting in the accompanying financial statements as their total assets at the beginning of the fiscal year were less than￦7 billion and the changes in

the Company’s portions of shareholders’ equity of the investees are immaterial. Investment in OK Cashbag Service Co., Ltd. which was recorded at

acquisition cost through December 31, 2005, is accounted for using the equity method for the year ended December 31, 2006 as the investee’s total

assets as of December 31, 2005 exceeded￦7 billion.

(Note b) The carrying value of investments is stated at the acquisition cost as the fair value of such investments cannot be reliably estimated.

(Note c) The carrying values of investments were adjusted to the relevant net asset value of each investee during the current or prior period as the recovery of net

asset value of such investments was deemed unlikely. N
O

TES TO
 FIN
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CIAL STATEM

EN
TS

-

1,228,560

2,495,833

7,764,364

2,943,244

2,226,667

23,310,050

482,000

-

41,666

-

62,750

-

-

2.46

2.46

100.00

100.00

8.00

11.19

4.03

-

8.13

-

1.08

-

0.02

90.63

1.25

-

614,280

3,866,100

4,480,380

6,343,357

2,294,473

3,425,884

28,075,273

5,422,500

-

2,000,000

-

12,646,635

23,838,989

84,047,111

11,568

2,719,000

800,000

3,530,568

92,058,059

-

1,031,990

241,293

1,273,283

1,429,376 (Note a)

981,529 (Note a)

2,652,034 (Note b)

24,461,422 (Note b)

8,187,662 (Note b)

- (Note a)

1,641,918 (Note b)

-

366,544 (Note c)

18,951,933 (Note c)

58,672,418

19,963

3,598,421

812,910

4,431,294

64,376,996

-  

1,031,990

241,293

1,273,283

6,343,357

2,294,473

3,425,884

28,075,273

5,422,500

-

2,000,000

-

347,794

22,321,022

70,230,303

11,568

2,719,000

800,000

3,530,568

75,034,155

860,000

1,824,412

1,440,638

4,125,050

6,298,206

2,167,500

3,425,884

28,075,273

5,422,500

3,019,985

2,000,000

1,378,806

347,793

20,551,537

72,687,484

11,568

2,719,000

800,000

3,530,568

80,343,102

￦

￦

￦

￦

￦

￦

￦

￦

Investments in listed companies :

Inicis Co., Ltd.

Korea Environment Technology Co., Ltd.

eMagin

Sub-total

Investments in non-listed companies :

SK Australia (Togara)

SK Australia (Wyong)

Korea Ras Laffan LNG Limited

Transportadora de Gas del Peru (TGP)

Korea Lottery Service Co., Ltd.

OK Cashbag Service Co., Ltd.

Korea ePlatform Ltd.

Oil Chain Co., Ltd.

Nongshim Development

Hanju Co. and others

Sub-total

Others :

Engineering Financial Cooperative

MVP 3 Venture Partner

Machinery Insurance Cooperative

Sub-total

Total

2006 2005

Number 
of shares

Ownership
ratio (%)

Acquisition
cost

Fair value or
net asset value Book value Book valueInvestee

(in thousands of Korean won)
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c. Changes in unrealized gains (losses) on available-for-sale securities
Details of changes in unrealized gains (losses) on available-for-sale securities for the years ended December 31, 2006 and 2005 are as follows :

(3,179)

877,345

(1,758,460)

(881,115)

(884,294)

(15,123)   

(792,421)

(1,199,345)

(1,991,766)

(2,006,889)

4,386   

-

-

-

4,386   

-  

217,915

329,820

547,735

547,735

(13,916)  

302,839

(2,627,985)

(2,325,146)

(2,339,062)

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

Government bonds

Investments in marketable securities :

Korea Environment Technology Co., Ltd.

eMagin

Sub-total

Total

2006

Beginning
balance

Increase
(Decrease) Realization Tax effect

Ending
balance(in thousands of Korean won)

(in thousands of Korean won)

(12,577)

2,786,400

1,529,557

-

4,315,957

4,303,380

8,192

(2,786,400)

(319,426)

(2,425,462)

(5,531,288)

(5,523,096)

-

-

-

-

-

-

1,206

-

(332,786)

667,002

334,216

335,422

(3,179)

-

877,345

(1,758,460)

(881,115)

(884,294)

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

Government bonds

Investments in marketable securities :

Inicis Co., Ltd.

Korea Environment Technology Co., Ltd.

eMagin

Sub-total

Total

2005

Beginning
balance

Increase
(Decrease) Realization Tax effect

Ending
balance
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7. EQUITY SECURITIES ACCOUNTED FOR USING THE EQUITY METHOD

Details of equity securities accounted for using the equity method as of December 31, 2006 and 2005 are as follows :

(Note a) Provisional financial statements for the year ended December 31, 2006 were used for certain investees including SK Shipping Co., Ltd.

The Company has performed the following procedures to determine the reliability of the provisional financial statements and identified no significant

errors in the investees’ financial statements.

a. Obtained the financial statements identified by the Chief Executive Officer of the investees

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

either publicly announced or otherwise known to us, are reflected in the financial statements

c. Analyzed other potential adjustments, which could be made to the provisional financial statements.

(Note b) In applying the equity method of accounting for the investment in SK Networks Co., Ltd., the Company used the ownership percentage of 39.23%

considering the outstanding preferred stock of which voting right was restored while the ownership ratio of common stock is 40.59%. 

N
O

TES TO
 FIN

AN
CIAL STATEM

EN
TS

(in thousands of Korean won)

17,663,127

44,389,956

97,142,856

15,390,000

5,100,000

7,285,095

35,575,800

160,000

320,000,000

1,197,139

4,545,454

1,237,188

22,147,672

10

4,300,165

5,650,000

1,000

164

1,937

28,160

-

-

51

-

-

-

-

21.75

72.13

40.59

44.19

51.00

32.38

65.00

50.00

90.63

96.67

88.34

50.00

100.00

100.00

100.00

100.00

100.00

100.00

29.69

20.71

100.00

66.95

51.00

100.00

3.04

50.00

30.00

1,297,570,397

264,939,565

850,000,000

79,329,897

177,095,507

113,189,298

177,879,005

3,600,000

1,600,000,000

12,019,976

59,999,993

6,185,940

15,586,819

8,244,000

192,736,880

13,433,787

21,304,800

32,399,667

55,295,797

3,187,430

112,778,478

9,296,063

3,304,800

52,826,000

447,564

5,327,017

72,006,696

5,239,985,376

2,000,823,818

462,119,827

453,083,370

250,506,792

457,771,800

110,671,662

211,843,063

5,956,526

2,226,004,965

13,131,973

42,445,061

6,160,980

51,020,708

32,750,260

85,682,998

42,156,899

(1,997,125)

6,690,932

21,644,465

1,149,210

102,723,042

7,176,990

3,150,464

58,382,308

517,759

4,372,482

55,446,630

6,711,387,859

3,930,045,758

-

3,691,428,528

360,895,500

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

7,982,369,786

2,432,520,838

478,662,145

835,019,640

246,834,831

423,796,797

139,786,317

210,613,090

6,163,948

1,799,843,969

12,870,773

42,610,804

6,190,660

51,197,114

32,750,260

84,921,086

35,024,800

-

6,687,737

19,865,177

1,149,210

102,723,042

6,784,009

3,150,464

58,382,308

-

4,365,722

55,446,631

7,097,361,372

2,223,532,519

375,576,680

753,777,718

201,374,862

398,436,013

135,175,053

172,422,157

4,912,086

-

-

68,911,580

6,140,674

40,513,140

33,621,653

66,898,785

85,569,073

14,005,571

8,281,777

21,054,592

1,566,267

54,625,204

8,195,114

3,412,664

32,108,493

3,478,590

-

15,238,414

4,728,828,679

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

SK Telecom Co., Ltd. 

SK Shipping Co., Ltd. (Note a)

SK Networks Co., Ltd. (Notes a and b)

SKC Co., Ltd. (Note a)

SK E&S Co., Ltd. (Note a)

Daehan Oil Pipeline Co., Ltd. (Note a)

K- Power Co., Ltd. (Note a)

Encar Networks Ltd. (Note a)

SK Incheon Oil Co., Ltd. (Note a)

OK Cashbag service Co., Ltd.

SK Mobile Energy Co., Ltd.

SKCTA Co., Ltd. (Note a)

SK Australia Pty, Ltd. (Note a)

SK Insurance (Bermuda), Ltd. (Note a)

SK Energy Asia Pte., Ltd. (Note a)

SK Energy Europe Ltd. (Note a)

SK E&P Company (Note a)

SK Energy & Chemical, Inc. (Note a)

SKC, Inc. (Note a)

SK China Co., Ltd. (Note a)

SK do Brasil Ltda. (Note a)

Guangdong SK Advanced 

Polymer Co., Ltd. (Note a)

SK USA Inc. (Note a)

SK (China) Holding Co.(Note a)

SK International Trading Co., Ltd. (Note c)

Shanghai-GaoQiao 

SK solvent Co., Ltd. (Note a)

Peru LNG Co. LLC.(Note a)

Total 

2006 2005

Number 
of shares

Ownership
ratio (%)

Acquisition
cost

Net 
asset value

Market
value Book value Book valueInvestee
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(note c) Equity method is applied as the Company is deemed to exercise significant influence over the investee considering the Company’s indirect ownership

percentage of the investee.

Changes in equity securities accounted for using the equity method for the years ended December 31, 2006 and 2005 are as follows :

(Note a) Investments in OK Cashbag Service Co., Ltd. and Shanghai-GaoQiao SK Solvent Co., Ltd., which were recorded at acquisition cost through December 31, 2005,

is accounted for using the equity method for the year ended December 31, 2006 as the investee’s total assets as of December 31, 2005 exceeded￦7 billion.

2,223,532,519

375,576,680

753,777,718

201,374,862

398,436,013

135,175,053

172,422,157

4,912,086

-

-

68,911,580

6,140,674

40,513,140

33,621,653

66,898,785

85,569,073

14,005,571

8,281,777

21,054,592

1,566,267

54,625,204

8,195,114

3,412,664

32,108,493

3,478,590

-

15,238,414

4,728,828,679

-

-

-

-

-

-

-

-

1,600,000,000

12,019,975

-

-

-

-

-

-

-

-

-

-

53,483,383

-

-

19,304,000

-

5,327,017

47,216,754

1,737,351,129

330,689,815

103,411,089

190,791,420

46,872,640

44,933,953

6,691,068

38,190,933

1,269,877

9,051,183

812,629

(26,103,663)

49,986

11,472,940

5,306,358

24,095,786

8,406,923

(14,005,571)

(942,923)

552,069

(295,210)

-

(985,388)

19,298

5,327,963

(417,224)

(659,575)

(4,675,251)

779,861,125

(39,931,465)

(777,892)

(23,476,287)

-

2,831,484

(2,079,804)

-

(18,015)

197,764,269

(1,596)

-

-

-

-

-

-

-

-

127,092

-

-

-

-

-

-

-

-

134,437,786

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

77,198,112

11,549,757

(86,073,211)

2,434,829

(7,061,397)

-

-

-

(6,971,483)

43,525

(197,113)

-

(788,966)

(2,911,523)

(6,073,485)

(7,478,818)

-

(651,117)

(1,868,576)

(121,847)

(5,385,545)

(425,717)

(281,498)

1,641,852

(3,061,366)

(301,720)

(2,333,286)

(39,118,593)

(158,968,143)

(11,097,489)

-

(3,847,500)

(15,343,256)

-

-

-

-

-

-

-

-

(3,266,228)

-

(289,378)

-

-

-

-

-

-

-

-

-

-

-

(192,811,994)

-

-

-

-

-

-

-

-

-

(3,760)

-

-

-

-

-

(51,183,000)

-

-

-

-

-

-

-

-

-

-

-

(51,186,760)

2,432,520,838

478,662,145

835,019,640

246,834,831

423,796,797

139,786,317

210,613,090

6,163,948

1,799,843,969

12,870,773

42,610,804

6,190,660

51,197,114

32,750,260

84,921,086

35,024,800

-

6,687,737

19,865,177

1,149,210

102,723,042

6,784,009

3,150,464

58,382,308

-

4,365,722

55,446,631

7,097,361,372

SK Telecom Co., Ltd. 

SK Shipping Co., Ltd. 

SK Networks Co., Ltd. 

SKC Co., Ltd.

SK E&S Co., Ltd. 

Daehan Oil Pipeline 

Co., Ltd.

K-Power Co., Ltd.

Encar Networks Ltd.

SK Incheon Oil Co., Ltd.

OK Cashbag Service 

Co., Ltd. (Note a)

SK Mobile Energy Co., Ltd.

SKCTA Co., Ltd.

SK Australia Pty

SK Insurance (Bermuda)

SK Energy Asia Ltd.

SK Energy Europe

SK E&P Co.

SK Energy & Chemical

SKC, Inc.

SK China Co., Ltd.

SK do Brasil

Guangdong SK Advanced 

Polymer

SK USA Inc.

SK China Holding Co.

SK International Trading 

Co., Ltd.

Shanghai-GaoQiao 

SK Solvent Co., Ltd. (Note a)

Peru LNG Co., LLC.

Total 

For the year ended December 31, 2006

Valuation gain (loss)

January 
1, 2006

Acquisition
or transfer

Equity in
earnings

(losses)
Amortization
of goodwill

Retained
earnings

Capital
adjustments Dividends Disposition

December
31, 2006Investee

(in thousands of Korean won)

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦
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(Note b) Investment in Encar Networks Ltd., which was recorded at acquisition cost through December 31, 2004, is accounted for using the equity method for the

year ended December 31, 2005 as the investee’s total assets as of December 31, 2004 exceeded￦7 billion.

N
O

TES TO
 FIN

AN
CIAL STATEM

EN
TS

2,036,215,313

303,697,370

674,178,517

190,380,791

356,588,642

117,050,021

227,047,978

4,756,957

-

-

-

30,459,571

37,531,953

28,703,996

36,973,163

9,345,389

12,042,594

20,264,648

2,008,331

27,613,301

7,867,368

3,180,815

31,304,558

-

6,645,098

4,163,856,374

-

-

-

-

5,947,030

13,167,870

(52,000,000)

-

3,600,000

59,999,993

6,185,940

-

-

-

-

-

-

-

-

24,408,460

-

-

-

447,564

13,432,183

75,189,040

423,667,160

68,227,275

155,347,942

8,989,684

31,410,551

10,712,610

(2,625,821)

1,610,902

1,330,101

-

(45,266)

13,185,820

4,606,617

39,447,339

29,828,156

4,984,729

(3,443,580)

(1,336,972)

(374,691)

3,494,261

364,950

329,342

952,037

3,723,228

(4,488,611)

789,897,763

(39,931,465)

(777,892)

(23,476,287)

-

2,831,483

(2,079,803)

-

-

(18,015)

-

-

-

-

-

-

-

-

127,092

-

-

-

-

-

-

-

(63,324,887)

-

-

-

-

-

-

-

53,892

-

-

-

-

-

-

20,265,027

-

-

-

-

-

-

-

-

-

-

20,318,919

(14,488,281)

4,429,927

(52,272,454)

2,004,387

9,308,307

(3,675,645)

-

3,568

-

8,911,587

-

(3,132,251)

(368,834)

(1,252,550)

(990,773)

(324,547)

(317,237)

1,999,824

(67,373)

(890,818)

(37,204)

(97,493)

(148,102)

(692,202)

(350,256)

(52,448,420)

(181,930,208)

-

-

-

(7,650,000)

-

-

-

-

-

-

-

(8,148,083)

-

(506,500)

-

-

-

-

-

-

-

-

-

-

(198,234,791)

-

-

-

-

-

-

-

(6,425,319)

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

(6,425,319)

2,223,532,519

375,576,680

753,777,718

201,374,862

398,436,013

135,175,053

172,422,157

-

4,912,086

68,911,580

6,140,674

40,513,140

33,621,653

66,898,785

85,569,073

14,005,571

8,281,777

21,054,592

1,566,267

54,625,204

8,195,114

3,412,664

32,108,493

3,478,590

15,238,414

4,728,828,679

SK Telecom Co., Ltd. 

SK Shipping Co., Ltd. 

SK Networks Co., Ltd. 

SKC Co., Ltd. 

SK E&S Co., Ltd. 

Daehan Oil Pipeline 

Co., Ltd.

K-Power Co., Ltd.

Korea Mobile Payment 

Service

Encar Networks Ltd. (Note b)

SK Mobile Energy Co., Ltd.

SKCTA Co., Ltd.

SK Australia Pty

SK Insurance (Bermuda)

SK Energy Asia Ltd.

SK Energy Europe

SK E&P Co.

SK Energy & Chemical

SKC, Inc.

SK China Co., Ltd.

SK do Brasil

Guangdong SK Advanced 

Polymer

SK USA Inc.

SK China Holding Co.

SK International Trading 

Co., Ltd.

Peru LNG Co., LLC.

Total

For the year ended December 31, 2005

Valuation gain (loss)

January 
1, 2005

Acquisition
or transfer

Equity in
earnings

(losses)
Amortization
of goodwill

Retained
earnings

Capital
adjustments Dividends Disposition

December
31, 2005Investee

(in thousands of Korean won)

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦
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For the years ended December 31, 2006 and 2005, changes in goodwill or the difference between the acquisition cost and the net asset value

at the time of acquisition, which is amortized over 20 years, are as follows :

473,648,889

17,885,401

410,835,020

(36,809,285)

31,197,063

252,213

-

-

(1,906,380)

895,102,921

-

-

-

-

-

-

(620,042,586)

10,639

-

(620,031,947)

(39,931,465)

(777,892)

(23,476,287)

2,831,484

(2,079,804)

(18,015)

197,764,269

(1,596)

127,092

134,437,786

433,717,424

17,107,509

387,358,733

(33,977,801)

29,117,259

234,198

(422,278,317)

9,043

(1,779,288)

409,508,760

￦

￦

￦

￦

￦

￦

￦

￦

SK Telecom Co., Ltd.

SK Shipping Co., Ltd.

SK Networks Co., Ltd.

SK E&S Co., Ltd.

Daehan Oil Pipeline Co., Ltd.

Encar Networks Ltd.

SK Incheon Oil Co., Ltd.

OK Cashbag Service Co., Ltd.

SKC, Inc.

Total

For the year ended December 31, 2006

Beginning
balance Transfer Amortization

Ending
balanceInvestee

513,580,354

18,663,293

434,311,307

(39,640,768)

33,276,866

-

(2,033,472)

958,157,580

-

-

-

-

-

270,228

-

270,228

(39,931,465)

(777,892)

(23,476,287)

2,831,483

(2,079,803)

(18,015)

127,092

(63,324,887)

473,648,889

17,885,401

410,835,020

(36,809,285)

31,197,063

252,213

(1,906,380)

895,102,921

￦

￦

￦

￦

￦

￦

￦

￦

SK Telecom Co., Ltd.

SK Shipping Co., Ltd.

SK Networks Co., Ltd.

SK E&S Co., Ltd.

Daehan Oil Pipeline Co., Ltd.

Encar Networks Ltd.

SKC, Inc.

Total

For the year ended December 31, 2005

Beginning
balance Transfer Amortization

Ending
balanceInvestee

(in thousands of Korean won)

(in thousands of Korean won)
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Details of unrealized gains or losses arising from inter-company transactions, which were eliminated, as of December 31, 2005 and 2006 are as

follows :

N
O

TES TO
 FIN

AN
CIAL STATEM

EN
TS

4,727,593

370,305

21,287,525

3,914,453

2,885

1,215,019

13,267

1,330,808

1,633,678

12,570

-

-

-

-

-

-

-

34,508,103

8,830

566,397

8,870,523

3,781,739

-

39,187

26,776

1,339,886

7,639,724

463,308

5,699,997

291,317

1,621,288

6,761

6,351,299

101,868

(173,531)

36,635,369

(2,633,396)

(370,305)

(18,425,961)

(3,913,040)

(177)

(24,233)

(13,267)

(1,330,808)

(1,633,678)

(12,570)

(2,084)

(21,073)

-

-

-

-

7,787

(28,372,805)

2,103,027

566,397

11,732,087

3,783,152

2,708

1,229,973

26,776

1,339,886

7,639,724

463,308

5,697,913

270,244

1,621,288

6,761

6,351,299

101,868

(165,744)

42,770,667 

￦

￦

￦

￦

￦

￦

￦

￦

SK Telecom Co., Ltd.

SK Shipping Co., Ltd.

SK Networks Co., Ltd.

SKC Co., Ltd.

Daehan Oil Pipeline Co., Ltd.

K-Power Co., Ltd.

Encar Networks Ltd.

SK Energy Asia

SK Energy Europe Ltd.

Guangdong SK Advanced Polymer

SK Incheon Oil Co., Ltd.

OK Cashbag Service Co., Ltd.

SK International Trading

Shanghai-GaoQiao SK Solvent Co., Ltd.

SK E&P Co.

SK Energy & Chemical

SK Mobile Energy Co., Ltd.

Total

2005 Increase Decrease 2006(in thousands of Korean won)
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The condensed financial information of the investees as of and for the year ended December 31, 2006 is as follows :

The following table summarizes the modifications made on the financial statements of investees for consistent accounting principles and

estimates :

15,814,053,326

1,708,675,499

5,832,208,519

1,359,328,398

952,996,510

835,318,543

765,384,353

18,169,307

96,278,228

16,092,133

3,009,569,406

34,558,620

74,213,330

36,081,914

1,891,532,005

393,273,906

84,269,210

24,774,850

313,306,784

6,266,589

112,637,047

17,754,533

7,261,675

58,619,933

130,023,813

245,816,302

29,592,426

6,507,625,682

1,068,027,561

4,563,109,330

792,404,946

123,113,461

493,576,808

439,471,948

6,256,255

48,230,418

3,770,173

553,377,496

20,974,332

23,192,622

3,331,654

1,805,849,007

351,138,150

86,266,334

18,083,918

240,394,995

1,022,730

9,914,005

7,034,475

1,084,295

39,002

112,992,282

60,994,203

20,847,461

10,650,952,432

1,775,503,112

15,784,019,149

1,211,821,044

159,888,087

145,955,124

259,179,879

113,061,635

23,312,282

4,858,778

4,136,623,732

22,238,638

13,523,412

4,571,114

22,667,404,601

2,995,676,648

177,448,120

28,942,025

235,641,914

4,049,682

-

16,852,763

6,551,858

-

474,298,091

-

311,785

1,446,597,938

143,679,932

473,936,093

100,640,617

88,106,054

20,660,809

58,783,222

2,566,772

(29,736,969)

149,018

22,530,343

1,045,190

11,469,594

5,306,358

30,127,058

14,460,468

(14,739,717)

(770,407)

1,830,256

(1,477,836)

-

364,917

37,838

5,168,407

2,055,528

(15,599,743)

(1,305,628)

￦ ￦ ￦ ￦SK Telecom Co., Ltd.

SK Shipping Co., Ltd

SK Networks Co., Ltd

SKC Co., Ltd.

SK E&S Co., Ltd.

Daehan Oil Pipeline Co., Ltd

K-Power Co., Ltd.

Encar Networks Ltd.

SK Mobile Energy Co., Ltd.

SKCTA Co., Ltd.

SK Incheon Oil Co., Ltd.

OK Cashbag Service Co., Ltd.

SK Australia Pty

SK Insurance (Bermuda)

SK Energy Asia Ltd.

SK Energy Europe

SK E&P Co.

SK Energy & Chemical

SKC, Inc.

SK China Co., Ltd.

SK do Brasil

Guangdong SK Advanced Polymer

SK USA Inc.

SK China Holding Co.

SK International Trading

Peru LNG Co., LLC.

Shanghai-GaoQiao SK Solvent Co., Ltd.

Total assets Total liabilities Revenue Net income (loss)

9,306,428

1,269,099

829,883

11,405,410

(109,058)

(114,142)

67,709

(155,491)

9,197,370

1,154,957

897,592

11,249,919

Adjustment related to investment 

relationship within the group and others

〃

Reversal of reserve for option contracts

(See Note 26)

￦

￦

￦

￦

￦

￦

SK Telecom Co., Ltd.

SK Networks Co., Ltd.

SK E&S Co., Ltd.

Total

Net asset value
before adjustment Adjustment

Adjusted net
asset value(in millions of Korean won) Reason for adjustment

(in thousands of Korean won)
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The following table summarizes the equity variation which has not been recognized due to the related investment balance becoming nil,

which leads to suspension of applying equity method :

8. TANGIBLE ASSETS

Changes in book values of tangible assets for the years ended December 31, 2006 and 2005 are as follows :

(Note a) For the year ended December 31, 2005, the Company leased its head office building back after selling the building and related land to a third party. See

details in Note 26.

N
O

TES TO
 FIN

AN
CIAL STATEM

EN
TS

(7,774,925)

(553,804)

(8,328,729)

￦

￦

SK E&P Co.

SK International Trading Co., Ltd.

Total

Equity variation as of December 31, 2006(in thousands of Korean won)

1,528,319

341,772

389,245

239,595

2,112,411

16,260

19,233

353

92,771

581,455

5,321,414

-

-

-

-

-

-

-

-

-

702,171

702,171

(392,955)

(56,599)

(17,057)

(8,117)

(6,911)

(78)

(2,022)

-

(7,852)

(152,659)

(644,250)

7,314

21,843

32,068

19,271

454,335

238

2,773

5

74,956

(612,803)

-

-

(9,765)

(25,783)

(18,537)

(318,262)

(1,660)

(4,981)

(40)

(43,493)

-

(422,521)

-   

3,675

1,832

46

35

-

-

-

-

-

5,588

-

-

-

-

-

-

-

-

-

(17,283)

(17,283)

1,142,678

300,926

380,305

232,258

2,241,608

14,760

15,003

318

116,382

500,881

4,945,119

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

Land

Buildings 

Structures

Tanks

Machinery and equipment

Long distance oil pipelines

Vehicles

Ships and vessels

Other

Construction in-progress

Total

For the year ended December 31, 2006

January
1, 2006 Acquisition Disposal Transfer Depreciation

Recovery of
impairment

loss Other
December

31, 2006(in millions of Korean won)

(in millions of Korean won)

1,628,912

547,695

407,752

248,953

2,353,906

17,551

22,645

353

118,580

270,240

5,616,587

-

-

-

-

-

-

-

-

-

597,688

597,688

(129,152)

(212,917)

(1,197)

(190)

(4,057)

-

(1,412)

-

(2,919)

(81,992)

(433,836)

28,559

20,815

8,593

9,039

84,775

360

3,841

41

30,023

(186,046)

-

-

(13,821)

(25,903)

(18,207)

(322,213)

(1,651)

(5,841)

(41)

(52,913)

-

(440,590)

-

-

-

-

-

-

-

-

-

(18,435)

(18,435)

1,528,319

341,772

389,245

239,595

2,112,411

16,260

19,233

353

92,771

581,455

5,321,414

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

Land

Buildings 

Structures

Tanks

Machinery

Long distance oil pipelines

Vehicles

Ships and vessels

Other

Construction in-progress

Total

For the year ended December 31, 2005

January 
1, 2005 Acquisition Disposal (Note a) Transfer Depreciation Other

December 
31, 2005
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The book value and standard value of land declared by the government for the purposes of taxes and land policies as of December 31, 2006

and 2005 are as follows :

Financing costs, including interest, incurred on debt that could have been avoided if construction of tangible assets had not been undertaken

are capitalized as cost of related tangible assets. Such financing costs for the years ended December 31, 2006 and 2005 amounted to

￦9,476,400 thousand and ￦5,192,865 thousand, respectively.

9. INTANGIBLE ASSETS 

Details of changes in intangible assets for the years ended December 31, 2006 and 2005 are as follows :

10. RESEARCH AND DEVELOPMENT COSTS

For the years ended December 31, 2006 and 2005, details of research and ordinary development costs, which are classified as selling and

administrative expenses, are as follows :

14,586,120   

795,827,152

332,264,340

1,142,677,612

12,516,467

801,192,450

714,609,737

1,528,318,654

15,482,494   

748,860,377

442,709,374

1,207,052,245

12,467,849

753,706,127

737,719,039

1,503,893,015

￦

￦

￦

￦

￦

￦

￦

￦

Main office

Complex - Plant

Storage and other

Total

Book value Standard price

2006 2005 2006 2005(in thousands of Korean won)

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

Development costs

Other

Total

For the year ended December 31, 2006

January
1, 2006 Acquisition Disposal Impairment Amortization

December
31, 2006(in thousands of Korean won)

(in thousands of Korean won)

48,412,356

13,504,209

61,916,565

7,678,753

2,084,098

9,762,851

-

-

-

(3,949,305)

-

(3,949,305)

(2,535,777)

(1,243,211)

(3,778,988)

49,606,027

14,345,096

63,951,123

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

Development costs

Other

Total

For the year ended December 31, 2005

January 
1, 2005 Acquisition Disposal Impairment Amortization

December 
31, 2005

61,967,865

14,503,896

76,471,761

8,000,394

110,000

8,110,394

-

-

-

(2,708,454)

-

(2,708,454)

(18,847,449)

(1,109,687)

(19,957,136)

48,412,356

13,504,209

61,916,565

70,753,614 56,230,014￦ ￦Research and ordinary development costs

2006 2005(in thousands of Korean won)
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11. BONDS PAYABLE AND LONG-TERM BORROWINGS 

Details of bonds payable and long-term borrowings as of December 31, 2006 and 2005, and the related repayment schedule are as follows :

a. Bonds denominated in Korean won

b. Bonds denominated in foreign currency 

c. Long-term borrowings denominated in Korean Won

N
O

TES TO
 FIN

AN
CIAL STATEM

EN
TS

4.00~6.00 4,400,000,000

(66,600,658)

4,333,399,342

(780,000,000)

1,498,184

3,554,897,526

3,860,000,000

(67,331,210)

3,792,668,790

(430,000,000)

2,948,220

3,365,617,010

￦

￦

￦

￦

Domestic general bonds

Less : discount on bonds

Net 

Less : current portion

Plus : current portion of discount on bond

Long-term portion

Interest rate (%) 2006 2005Bonds type

May 23, 2006

May 31, 2001

May 23, 2011

May 31, 2006

5.875

7.50

300,000

-

300,000

278,880,000

(3,846,675)

275,033,325

-

-

275,033,325

-

250,000

250,000

253,250,000

(359,876)

252,890,124

(253,250,000)

359,876

- 

US$

US$

￦

￦

US$

US$

￦

￦

Fixed rate bonds 

(Listed on the Singapore 

Stock Exchange)

(Listed on the Luxembourg 

Stock Exchange)

Total

Korean won equivalent

Less : discount on bond 

Net

Less : current portion

Plus : current portion  

of discount on bond

Long-term portion

Issue date Maturity date Interest rate(%) 2006 2005

2.25~5.00

3.00~5.50

6.07

14,708,620

159,007,450

-

173,716,070

(4,976,810)

168,739,260

12,401,700

110,030,450

597,700

123,029,850

(1,938,780)

121,091,070

￦

￦

￦

￦

Korea Resources Corporation

Korea Development Bank and others

Korea Development Bank

Total 

Less : current portion

Long-term portion

Interest rate (%) 2006 2005Lender

(in thousands of Korean won and in US dollar)

(in thousands of Korean won and in US dollar)

(in thousands of Korean won and in US dollar)



112 SK Corporation

d. Long-term borrowings denominated in foreign currency 

e. Repayment schedule as of December 31, 2006

12. ASSET BACKED SECURITIES (ABS) LIABILITIES

In 2003, the Company placed in trusts trade receivables expected to be generated from November 25, 2003 to January 7, 2007 from 28

agencies of oil and liquefied petroleum gas (LPG), and three customers of chemical business and direct sales. In accordance with the plan of

asset securitization, the Company transferred beneficiary certificates, which are issued by the trusts, to special purpose companies.

As of December 31, 2006, details of asset securitization are as follows :

ABS liabilities listed above have been fully repaid during the year ended December 31, 2006.

3.55~5.62

2.77~5.50

2.18~6.00

5,895

181,637

302,413

489,945

455,452,825

(59,343,283)

396,109,542

6,592

182,156

160,384

349,102

353,640,146

(27,134,677)

326,505,469 

US$

US$

￦

￦

US$

US$

￦

￦

Korea Resources Corporation

Korea National Oil Corporation

The Export-Import Bank of Korea

Total 

Korean won equivalent

Less : current portion

Long-term portion

Interest rate (%) 2006 2005Lender

64,320,093

41,859,461

127,642,308

129,693,058

96,710,905

168,943,070

629,168,895

780,000,000

460,000,000

650,000,000

1,010,000,000

870,000,000

630,000,000

4,400,000,000

- 

-

-

-

278,880,000

-

278,880,000

844,320,093

501,859,461

777,642,308

1,139,693,058

1,245,590,905

798,943,070

5,308,048,895

￦

￦

￦

￦

￦

￦

￦

￦

￦ ￦

2007

2008

2009

2010

2011

Thereafter

Total

Long-term
borrowings

Bonds
denominated in

Korean won 

Bonds
denominated in
foreign currency Total

Year ending 
December 31,

Trade receivables from selling agencies

Citibank Korea Inc.

November 25, 2003 ~ November 25, 2006

540,000 million

Trade receivables from chemical business 

and direct sales customers

Standard Chartered Korea First Bank Limited

January 7, 2004 ~ January 7, 2007

100,000 million

Trust property

Trustee bank

Trust period

Proceeds 

Enclean 1st Asset 
Securitization Specialty Co.

Enclean 2nd Asset
Securitization Specialty Co.

(in thousands of Korean won and in US dollar)

(in thousands of Korean won and in US dollar)
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13. ASSETS AND LIABILITIES DENOMINATED IN FOREIGN CURRENCIES

The details of monetary assets and liabilities denominated in foreign currencies as of December 31, 2006 and 2005 are as follows :

14. CAPITAL STOCK

Details of capital stock of the Company as of December 31, 2006 and 2005 are as follows :

N
O

TES TO
 FIN

AN
CIAL STATEM

EN
TS

US$

US$

EUR

￥

US$

EUR

AU$

US$

EUR

￥

AU$

US$

EUR

￥

SG$

US$

US$

US$

US$

US$

EUR

￥

SG$

￦

￦

￦

￦

US$

US$

EUR

￥

US$

EUR

AU$

US$

EUR

￥

AU$

US$

EUR

￥

SG$

US$

US$

US$

US$

US$

EUR

￥

SG$

￦

￦

￦

￦

Assets :

Cash and cash equivalents

Trade receivables

〃

〃

Long-term receivables 

〃

〃

Total

Liabilities :

Trade payables

〃

〃

〃

Short-term borrowings

Current portion of long-term liabilities

Bonds payabe in foreign currency

Long-term borrowings in foreign currency

Total

2006 2005

Foreign
currencies

Korean won
equivalent

Foreign
currencies

Korean won
equivalent

242,780

1,178,576

1,114  

2,123,890

137,704

6

24,018

1,559,060

1,120 

2,123,890

24,018

1,728,678

428

1,201,516

-

1,227,078

63,837

300,000

426,108

3,745,701

428

1,201,516

-

225,688,288

1,095,604,250

1,361,575

16,605,209

128,009,638

7,333

17,640,741

1,484,917,034

1,606,979,069

523,119

9,393,813

-

1,140,691,709

59,343,283

278,880,000

396,109,542

3,491,920,535

73,879

1,018,186

4  

758,812

45,610

-

24,468

1,137,675

4   

758,812

24,468

1,309,266

-

338,618

94

970,221

276,786

-   

322,315

2,878,588

-   

338,618

94

74,839,427

1,031,422,418

4,801

6,526,087

46,202,930

-

18,201,745

1,177,197,408

1,326,286,458

-

2,912,250

57,263

982,833,873

280,384,218

-

326,505,469

2,918,979,531

400,000,000

5

128,682,022

1,758,346

643,410,110

10,041,730

400,000,000

5

128,675,122

1,758,346

643,375,610

10,041,730

￦

￦

￦

￦

￦

￦

Authorized (shares)

Par value 

Issued and outstanding common stock (shares)

Issued and outstanding preferred stock (shares)

Common stock 

Preferred stock

2006 2005(in thousands of Korean won)

(all currencies are expressed in thousands)
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Changes in common stock and additional paid-in capital for the years ended December 31, 2006 and 2005 are as follows :

The Company retired 250,000 shares (total par value : ￦1,250 million) of preferred stock against its retained earnings through December 31,

2005 as allowed under the Company’s articles of incorporation. As a result, the total par value of outstanding preferred stock does not agree to

the capital balance of preferred stock.

15. ASSET REVALUATION 

In accordance with the Korean Asset Revaluation Act, the Company revalued certain of its tangible assets on January 1, 1991 and July 1, 1998.

In accordance with Korean financial accounting standards valid at that time, the unamortized balance of the deferred foreign currency

translation losses, amounting to ￦181,917 million, was offset against the asset revaluation surplus recorded from the 1998 revaluation of

￦1,927,630 million. The revaluation gains of ￦2,450,455 million are recorded as a revaluation surplus as of December 31, 2006 and 2005,

which includes the net asset revaluation surplus mentioned above and the 1991 revaluation surplus amounting to ￦704,742 million.

16. RESTRICTED RETAINED EARNINGS

Details of the Company’s restricted retained earnings as of December 31, 2006 and 2005 are as follows :

a. Legal Reserve
The Korean Commercial Code requires the Company to appropriate as a legal reserve at least 10% of cash dividends for each accounting

period until the reserve equals 50% of outstanding capital stock. The legal reserve may not be utilized for cash dividends, but may only be

used to offset a future deficit, if any, or may be transferred to capital stock.

b. Reserve for Improvement of Financial Structure 
The Financial Control Regulation for listed companies in Korea requires to appropriate at least 10% of net income (net of accumulated deficit),

and an amount equal to net gains (net of related income taxes, if any) on the disposal of property and equipment as a reserve for

improvement of financial structure until the ratio of shareholders’ equity to total assets reaches 30%. The reserve for improvement of financial

structure may not be utilized for cash dividends, but may only be used to offset a future deficit, if any, or may be transferred to capital stock.

For the years ended December 31, 2006 and 2005, the Company did not appropriate retained earnings to the reserve for improvement of

financial structure because the ratio of shareholders’ equity to total assets was above 30%. 

17. TREASURY STOCK

As allowed by the Korean Securities Exchange Act, the Company acquired treasury stock for the purpose of stabilization of stock price. The

total number of shares of treasury stocks are 19,190,741 shares, amounting to 1,202,203 million and 943,400 shares, amounting to ￦16,991

million as of December 31, 2006 and 2005, and such treasury stock is recorded as capital adjustments. As of December 31, 2006, no concrete

plan for the treasury stock was established. In addition, the Company acquireded additional 3,752,659 shares of treasury stock, amounting to

269,172 milion during January 2007.

128,120,322

554,800

128,675,122

6,900

128,682,022

640,601,610

2,774,000

643,375,610

34,500

643,410,110

1,313,043,202 

9,918,309

1,322,961,511

123,500

1,323,085,011￦ ￦

As of January 1, 2005

Exercise of stock options

As of January 1, 2006

Exercise of stock options

As of December 31, 2006

Number of shares issued Common stock Additional paid-in capital(in thousands of Korean won except for share data) 
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18. STOCK OPTIONS

Details of stock options to purchase the Company’s common shares granted as of December 31, 2006 are as follows :

a. Granted stock options

b. Changes in the number of stock options for the year ended December 31, 2006 are as follows :

c. Computation of stock option compensation
Stock option compensation cost is computed at the fair value of stock options estimated on the grant date using the Black-Scholes option

pricing model under the following assumptions : 

(Note) Fair value of stock at grant date was calculated by deducting present value of four-year expected dividends from market value of stock at grant date.

There is no compensation cost recognized for the year ended December 31, 2006 and to be recognized after December 31, 2006. 

For the year ended December 31, 2006, the balance of stock options forfeited after the vesting period, totaling ￦218,270 thousand, was

transferred to other capital surplus.

N
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April 4, 2001

795,000 common shares

745,000 common shares

April 5, 2004 ~ April 4, 2006

13,500 per share

3 years

March 8, 2002

599,000 common shares

561,700 common shares

March 9, 2005 ~ March 8, 2007

15,700 per share

3 years

￦ ￦

￦

￦

￦

￦

Grant date 

Number of shares granted

Number of shares exercised 

Exercise period

Exercise price

Vesting period

Granted in 2001 Granted in 2002

50,000

-

-

(50,000)

-

44,200

-

(6,900)

-

37,300

94,200

-

(6,900)

(50,000)

37,300

January 1, 2006

Granted

Exercised

Forfeited or expired

December 31, 2006

Granted in 2001 Granted in 2002 Total 

9,630

7.060%

4 years

63%

12%

0%

4,365

13,660

6.550%

4 years

67%

12%

0%

7,213

Fair value of stock at grant date (Note)

Risk free interest rate

Expected life of option

Expected stock price volatility

Expected dividend ratio

Expected forfeiture rate

Fair value at stock option at grant date

Granted in 2001 Granted in 2002
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19. INCOME TAX

a. Details of income tax expense
Income tax expenses for the years ended December 31, 2006 and 2005 consist of the following :

(Note) Changes in deferred income tax assets (liabilities) related to temporary differences for the years ended December 31, 2006 and 2005 are as follows :

￦

￦

￦

￦

296,446,162

129,457,639

425,903,801

321,594,969

202,011,465

523,606,434

Currently payable

Deferred (Note)

Income tax expense

2006 2005(in thousands of Korean won) 

￦

￦

￦

￦

(345,515,724)

(208,985,601)

136,530,123

758,746

(7,831,230)

129,457,639

(208,985,601)

(1,953,589)

207,032,012

(13,734,935)

8,714,388

202,011,465

Ending balance of net deferred income tax assets (liabilities)

Beginning balance of net deferred income tax assets (liabilities) 

Changes

Adjustment made to the beginning deferred income 

tax liabilities based on tax return filed

Tax effect of temporary differences related to equity

Changes in tax effect of cumulative temporary difference

2006 2005(in thousands of Korean won) 
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b. Reconciling items between accounting income and taxable income
Reconciling items between accounting income and taxable income for the years ended December 31, 2006 and 2005 are as follows :

N
O

TES TO
 FIN

AN
CIAL STATEM

EN
TS

￦

￦

￦

￦

￦

￦

￦

￦

40,000,000   

197,241,618

1,381,602

723,360

1,062,884

5,141,229

-

-

8,801,636

1,832,260

561,860

-

(4,519,515)

105,176,130

357,403,064

(9,640,391)

(6,377,592)

(1,125,402)

(3,101,788)

(3,543,097)

(32,410,147)

(5,588,915)

(602)

(963,084,892)

(7,708,985)

-

(5,298,461)

-

-

(9,532,853)

(1,047,413,125)

(690,010,061)

40,000,000

198,234,791

3,543,096

7,743,842

-

-

-

-

-

-

-

2,878,352

-

45,196,349

297,596,430

-

-

-

-

-

-

-

-

(746,891,796)

(1,293,004)

-

-

(5,468,335)

(597,607,599)

(86,035,227)

(1,437,295,961)

(1,139,699,531)

-

-

-

-

-

-

-

-

-

-

-

-

-

46,397,851

46,397,851

-

-

-

-

-

-

-

-

-

-

-

-

-

-

20,010,638

20,010,638

66,408,489

-

-

-

-

-

-

20,318,919

23,298,316

-

-

-

-

-

179,356,263

222,973,498

-

-

-

-

-

-

-

-

-

-

(1,252,065)

-

-

-

(51,299,604)

(52,551,669)

170,421,829

Additions :

Reserve for research and human 

resources development

Equity securities accounted for using 

the equity method

Allowance for doubtful accounts

Accrued severance indemnities

Loss on impairment of 

available-for-sale securities

Deemed distribution of foreign retained earnings

Change in retained earnings due to 

the application of the equity method

Additional income tax

Advertisement expense

Other bad debts

Loss on valuation of inventories

Customs duty refund

Depreciation

Other

Sub total

Deductions :

Advertisement expense

Other bad debts

Loss on valuation of inventories

Depreciation

Allowance for doubtful accounts

Donation

Loss on impairment of tangible assets

Amortization

Equity securities accounted for using

the equity method

Gains (losses) on foreign currency translation

Refund of income tax 

Deemed distribution of foreign retained earnings

Discount on sales

Reversal of allowance for guarantees

Other

Sub total

Net

Temporary differences Permanent differences

2006 2005 2006 2005(in thousands of Korean won)
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c. Changes in cumulative temporary differences and deferred income tax assets (liabilities)
Changes in cumulative temporary differences for the years ended December 31, 2006 and 2005, and deferred income tax assets (liabilities) as

of December 31, 2006 and 2005 are as follows :

￦

￦

￦ ￦ ￦

￦

59,018,794

26,030,188

12,004,350

2,161,495

279,940

99,494,767

27,361,061

66,692,052

32,410,147

24,795,815

10,962,676

(17,330,786)

(190,000,000)

(3,828,083)

8,027,843

(1,218,930,372)

7,743,842

65,848,219

(51,025,188)

(1,264,633,835)

(245,061,050)

8,714,388

(236,346,662)

(208,985,601)

8,801,636

1,832,260

561,860

1,381,602

103,709,232

116,286,590

-

-

1,062,884

-

-

-

(7,708,985)

-

(963,084,892)

723,360

5,141,229

(8,065,955)

(971,932,359)

9,640,391

6,377,592

1,125,402

3,543,097

-

20,686,482

7,621,303

32,410,147

-

602

-

(40,000,000)

-

5,588,915

(197,241,618)

-

5,298,461

-

(186,322,190)

58,180,039

21,484,856

11,440,808

-

103,989,172

195,094,875

53,651,091

59,070,749

-

25,858,699

10,962,074

(17,330,786)

(150,000,000)

(11,537,068)

2,438,928

(1,984,773,646)

8,467,202

65,690,987

(59,091,143)

(2,050,244,004)

(400,049,973)

883,158

(399,166,815)

(345,515,724)

Current :

Advertisement expense

Other bad debts

Loss on valuation of inventories

Allowance for doubtful accounts

Other

Cumulative temporary differences

Deferred income tax assets - current (Note b)

Non-current :

Depreciation

Donation

Loss on impairment of 

available-for-sale securities

Amortization

Research and development expenses

Reserve for research and human 

resources development

Gains on foreign currency translation

Loss on impairment of tangible assets

Equity securities accounted for using 

the equity method

Accrued severance indemnities

Deemed distribution of foreign retained 

earnings

Other

Cumulative temporary differences

Deferred income tax liabilities(Notes b and c)

Deferred income tax assets related to 

capital adjustments (Notes b and c)

Deferred income tax liabilities - non-current

Deferred income tax liabilities - net

For the year ended December 31, 2006

January 1, 2006 Increase (Note a) Decrease (Note a) December 31, 2006(in thousands of Korean won)
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(Note a) Temporary differences as of January 1, 2006 and 2005 were the same as those as of December 31, 2005 and 2004. The temporary differences as of

December 31, 2005 and 2004 were partially adjusted during the preparation of the final 2006 and 2005 tax return and such adjustments were reflected in

the changes in temporary differences for the years ended December 31, 2006 and 2005.

(Note b) Statutory tax rate of 27.5% is applied as tax rate when measuring deferred income tax assets and liabilities.

(Note c) In case that the realization of certain temporary differences related to equity securities accounted for using the equity method was uncertain, the

Company did not reflect such tax effects.

N
O

TES TO
 FIN

AN
CIAL STATEM

EN
TS

(in thousands of Korean won)

￦

￦

￦ ￦ ￦

￦

69,314,962

62,072,828

61,633,129

19,568,561

212,589,480

58,462,107

597,607,599

77,810,450

70,759,993

-

(5,984,808)

(220,000,000)

(736,479,157)

(15,582,871)

12,175,353

(219,693,441)

(60,415,696)

-

(60,415,696)

(1,953,589)

433,923

-

5,804,274

19,182,837

25,421,034

-

12,860,012

3,236,310

30,477,146

-

(10,000,000)

(482,451,216)

-

36,579,338

(409,298,410)

67,587,390

36,042,640

8,418,609

26,467,108

138,515,747

597,607,599

23,978,410

8,148,083

22,733,304

-

(40,000,000)

-

1,747,915

21,426,673

635,641,984

2,161,495

26,030,188

59,018,794

12,284,290

99,494,767

27,361,061

-

66,692,052

65,848,220

7,743,842

(5,984,808)

(190,000,000)

(1,218,930,373)

(17,330,786)

27,328,018

(1,264,633,835)

(245,061,050)

8,714,388

(236,346,662)

(208,985,601)

Current :

Allowance for doubtful accounts

Other bad debts

Advertisement expense

Other

Cumulative temporary differences

Deferred income tax assets - current (Note b)

Non-current :

Allowance for guarantees

Depreciation

Deemed distribution of foreign retained

earnings

Accrued severance indemnities

Gains on foreign currency translation

Reserve for research and human 

resources development

Equity securities accounted for using 

the equity method

Research and development expenses

Other

Cumulative temporary differences

Deferred income tax liabilities(Notes b and c)

Deferred income tax assets related to 

capital adjustments (Notes b and c)

Deferred income tax liabilities - non-current

Deferred income tax liabilities - net

For the year ended December 31, 2005

January 1, 2005 Increase (Note a) Decrease (Note a) December 31, 2005
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d. Effective tax rate
The effective tax rates for the years ended December 31, 2006 and 2005 are as follows :

e. Intra-period allocation of income tax expense and tax effect of temporary differences related to equity
Income tax expense for the years ended December 31, 2006 and 2005 are wholly related to ordinary income. In addition, tax effect of

temporary differences related to equity is as follows :

20. ORDINARY INCOME AND NET INCOME PER SHARE 

The Company’s ordinary income and net income per share for the years ended December 31, 2006 and 2005 are as follows :

The weighted average number of common shares outstanding for the years ended December 31, 2006 and 2005 is calculated as follows :

(Note) The treasury stock was acquired on several different dates during the year ended December 31, 2006 and the weighted number of shares was calculated

considering each transaction date.

￦ ￦425,903,801

1,819,928,240

23.40%

523,606,434

2,210,102,435

23.69%

Income tax (a)

Income before income tax (b)

Effective tax rate (a/b)

2006 2005(in thousands of Korean won)

￦ ￦7,831,230 8,714,388

Tax effect of temporary differences related to 

retained earnings and capital adjustments

2006 2005(in thousands of Korean won) 

￦

￦

￦

￦

1,394,024,439

(3,428,775)

1,390,595,664

119,057,369 shares

11,680

1,686,496,001

(3,340,857)

1,683,155,144

127,452,377 shares

13,206

Ordinary income and net income

Less: dividends on preferred stock

Ordinary income and net income allocated to 

common stock

Weighted average number of outstanding shares of

common stock

Ordinary income and net income per share (in Korean won)

2006 2005

2006

(in thousands of Korean won, except for per share data)

(in thousands of Korean won, except for per share data)

128,675,122

(943,400)

(18,247,341)

6,900

365/365

365/365

(Note)

10/365

128,675,122

(943,400)

(8,674,542)

189

119,057,369

Beginning of the year

Treasury stock

Purchase of treasury stock

Exercise of stock option 

Total

Number 
of shares

Weighted 
number of days

Weighted 
number of shares
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Diluted ordinary income and net income per share for the years ended December 31, 2006 and 2005 are as follows :

(Note) Diluted weighted average number of common shares outstanding for the years ended December 31, 2006 and 2005 is calculated as follows :

N
O

TES TO
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AN
CIAL STATEM

EN
TS

￦

￦

￦

￦

1,390,595,664

-

1,390,595,664

119,128,818 shares

11,673

1,683,155,144

240,034

1,683,395,178

127,725,899 shares

13,180

Ordinary income and net income allocated to 

common stock

Stock option compensation expenses and other

Diluted ordinary income and net income allocated 

to common stock

Diluted weighted average number of common 

shares outstanding (Note)

Diluted ordinary income and net income per 

share (in Korean won)

2006 2005(in thousands of Korean won, except for per share data)

2005

(in thousands of Korean won, except for per share data)

128,120,322

(943,400)

41,400

253,000

91,600

52,500

49,000

45,700

21,600

365/365

365/365

249/365

212/365

188/365

153/365

125/365

100/365

30/365

128,120,322

(943,400)

28,243

146,948

47,180

22,007

16,781

12,521

1,775

127,452,377

Beginning of the year

Treasury stock

Exercise of stock option (1st)

Exercise of stock option (2nd)

Exercise of stock option (3rd)

Exercise of stock option (4th)

Exercise of stock option (5th)

Exercise of stock option (6th)

Exercise of stock option (7th)

Total

Number of
shares

Weighted 
number of days

Weighted 
number of shares

￦ ￦119,057,369

71,449

119,128,818

127,452,377

273,522

127,725,899

Basic weighted average number of 

common shares outstanding

Effect of stock options

2006 2005
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21. DIVIDEND DISCLOSURE

Details of dividends, which were declared for the years ended December 31, 2006 and 2005, are as follows :

(Note) As of December 31, 2006 and 2005, 18,950,216 shares (excluding 240,525 shares purchased after ex-dividend date) and 943,400 shares, respectively, of

treasury stock were excluded.

Dividend payout ratios for the years ended December 31, 2006 and 2005 are as follows :

Dividend yield ratios for the years ended December 31, 2006 and 2005 are as follows :

5,000

5,000

5,000

5,000

1,900 (38%)

1,950 (39%)

1,850 (37%)

1,900 (38%)

109,731,806 shares

1,758,346 shares

127,731,722 shares

1,758,346 shares

208,490,431

3,428,775

236,303,686

3,340,857

￦

￦

￦

￦

￦

￦

2006

2005

Common stock

Preferred stock

Common stock

Preferred stock

Face value 
per share

(in Korean won)

Dividend per share
(Dividend ratio)
(in Korean won)

Number of shares
outstanding (Note) Dividends(in thousands of Korean won except for per share data)

￦ ￦211,919,206

1,394,024,439

15.2%

239,644,543

1,686,496,001

14.2% 

Dividends

Net income

Dividend payout ratio

2006 2005(in thousands of Korean won)

￦ ￦ ￦ ￦1,900

73,000

2.6%

1,950

43,350

4.5%

1,850

52,100

3.6%

1,900

44,400

4.3%

Dividend per share

Stock price at the year-end

2006 2005

Common stock Preferred stock Common stock Preferred stock(in Korean won)
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22. STATEMENTS OF CASH FLOWS

Cash flows from operating activities in the statements of cash flows were presented using the indirect method. Significant transactions not

involving the inflow or outflow of cash for the years ended December 31, 2006 and 2005 are as follows :

N
O

TES TO
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AN
CIAL STATEM

EN
TS

￦ ￦64,320,093

-

775,698,394

304,000,000

612,802,934

(39,066,665)

-

29,625,249

200,000,000

737,641,904

-

186,045,660

(52,448,420)

20,318,919

Transfer of long-term borrowings to current portion

Transfer of asset backed securities (ABS) liabilities 

to current portion

Transfer of long-term bonds payable to current portion

Transfer of long-term guarantee deposits to equity

method investments

Transfer of construction in-progress to land, 

buildings and other

Decrease in equity securities accounted for using the

equity method due to changes in capital adjustments

Increase in equity securities accounted for using the

equity method due to changes in retained earnings

2006 2005Description

(in thousands of Korean won)
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23. SIGNIFICANT TRANSACTIONS WITH RELATED PARTIES

Significant transactions and account balances with related parties as of and for the years ended December 31, 2006 and 2005 are as follows :

a. Transactions

￦

￦

￦

￦

￦

￦

￦

￦

4,583,774

31,291

237,772

38,957

1,853

1,447

249

1,602

2,159

1,439

2,185

175,894

11,018

400,026

-

998

4,487,135

184,812

27,561

-

146,220

-

-

-

19

442

-

11

-

32,402

3,642

-

6

197

-

112,301

-

894

159,790

558,017

121,130

13,371

-

4,970

35,093

-

48

6,476

72

428,856

1,103

12,958

816

-

10,552,631

1,533

8,441

2,522

2,699,748

68

47,217

53,483

-

414

-

-

-

373,312

-

496

1,849

97,378

590

713

12,074

-

4,467,304

24,539

207,271

45,752

476

986

140

55,263

806

417

3,324

138,713

8,396

129,044

-

-

4,886,013

120,594

20,575

-

103,167

1,688

-

-

49

-

24

-

2

55,508

-

-

19

146

1

128,363

-

212

147,713

515,700

114,130

8,378

-

3,000

34,816

-

42

4,405

-

193,079

3,203

75

-

5,327

9,434,787

781

7,755

2,503

1,854,015

-

13,101

24,408

-

18

-

-

-

333,843

-

55

1,655

88,323

801

912

18,810

-

SK Networks Co., Ltd. (Note a)

SK Shipping Co., Ltd. (Note a)

SKC Co., Ltd. (Note a)

SK Telecom Co., Ltd. (Note a)

SK E&S Co., Ltd. (Note a)

SK Securities Co., Ltd. (Note a)

Daehan Oil Pipeline Co., Ltd. (Note a)

K-Power Co., Ltd. (Note a)

Encar Networks Ltd. (Note a)

OK Cashbag service Co., Ltd. (Note a)

SK CTA Co., Ltd. (Note a)

SK Incheon Oil Co., Ltd. (Note a)

Guangdong SK Advanced Polymer Co., Ltd. (Note a)

SK International Trading Co., Ltd. (Note a)

SK China Company Ltd. (Note a)

Shanghai-GaoQiao SK Solvent Co., Ltd. (Note b)

SK Energy Asia Pte., Ltd. (Note a)

SK E&P Company (Note a)

SK Energy & Chemical, Inc. (Note a)

SK USA, Inc. (Note a)

SK Energy Europe Ltd. (Note a)

SK Australia Pty., Ltd. (Note a)

Peru LNG Company LLC (Note b)

SK do Brasil, Ltda. (Note a)

SK Telesys Co., Ltd. (Note a)

SK Mobile Energy Co., Ltd. (Note a)

Kumi City Gas Co., Ltd. (Note a)

Pohang City Gas Co., Ltd. (Note a)

Pusan City Gas Co., Ltd. (Note a)

SK Gas Co., Ltd. (Note a)

Iksan Energy Co., Ltd. (Note a)

Chongju City Gas Co., Ltd. (Note a)

Choongnam City Gas Co., Ltd. (Note a)

SK C&C Co., Ltd. (Note c)

MRO Korea Co., Ltd. (Note a)

Samhwa Oil Co., Ltd. (Note c)

SK Networks Australia Pty., Ltd. (Note a)

SK Shipping Singapore Pte., Ltd. (Note a)

2006 2005

Sales to Purchase from Sales to Purchase from(in millions of Korean won)
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(Note a) These companies are subsidiaries.

(Note b) These companies are affiliates accounted for using the equity method.

(Note c) These companies are affiliates accounted for using the equity method by consolidated subsidiaries.

(Note d) These companies are combined subsidiaries.
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￦

￦

￦

￦

￦

￦

￦

￦

3,937

2

50

1,570

1

16

1

15

86

11

974

33,763

51

270,770

27,586

18

-

354

202

10,825,713

-

-

114

421

-

1

-

-

11

-

252,626

3,217

-

-

-

-

-

13,968

10

15,465,537

358

10

154

2,811

3

10

4

-

73

-

733

242,095

93

15

30,932

8

1

85

-

10,676,177

-

-

194

272

2

21

-

-

-

-

251,860

1,555

-

-

-

-

-

11,094

-

13,076,633 

SK Shipping Europe Ltd. (Note a)

Global Credit & Information Co., Ltd. (Note a)

SK Telink Co., Ltd. (Note a)

SK Communications Co., Ltd. (Note a)

PAXNet, Inc. (Note a)

TU Media Corporation (Note c)

Aircross, Inc. (Note c)

YTN Media Inc. (Note a)

Pantech Co., Ltd. (Note c)

Empas Corporation (Note c)

SK Engineering & Construction Co., Ltd. (Note d)

SK Chemical Co., Ltd. (Note d)

SK NJC Co., Ltd. (Note d)

SK Petrochemical Co., Ltd. (Note d)

Huvis Co,. Ltd. (Note d)

Infosec Co., Inc. (Note d)

TELSK Co.,Ltd. (Note d)

Walkerhill (Note d)

Springvale SK Kores Pty., Ltd. (Note c)

Total

2006 2005

Sales to Purchase from Sales to Purchase from(in millions of Korean won)
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b. Related account balances

￦

￦

￦

￦

￦

￦

￦

￦

758,340

2,125

12,728

13,287

143

63

10

167

1

2,835

3,245

188,947

6,522

95,352

99

283,452

83,506

14,412

-

74,911

16,929

117

-

-

1

21,521

3,421

-

-

-

-

18

-

9,793

-

22

18

1

1

5

-

21,295

8,039

7,255

4,119

342

22

3,964

600

-

633

84

248,562

-

5,078

-

1,024,807

-

2,459

620

267,334

-

110

-

-

-

81,806

-

3

1

-

5

21,814

45

148

2

1

1,428

-

-

-

4

713,887

1,269

25,247

12,936

292

308

5

320

2

67

236

318,608

7,189

47,322

-

459,964

56,538

12,317

-

55,588

16,686

-

1

1

-

754

-

-

1

3

-

184

-

12,311

-

84

15

1

-

7

-

31,143

7,886

4,925

2,932

-

-

3,676

-

-

888

-

7,114

213

13

-

841,325

-

-

149

95,416

-

19

-

-

-

33,057

-

3

1

-

-

19,450

40

269

-

-

37,286

-

-

-

-

SK Networks Co., Ltd. (Note a)

SK Shipping Co., Ltd. (Note a)

SKC Co., Ltd. (Note a)

SK Telecom Co., Ltd. (Note a)

SK E&S Co., Ltd. (Note a)

SK Securities Co., Ltd. (Note a)

Daehan Oil Pipeline Co., Ltd. (Note a)

K-Power Co., Ltd. (Note a)

Encar Networks Ltd. (Note a)

OK Cashbag service Co., Ltd. (Note a)

SK CTA Co., Ltd. (Note a)

SK Incheon Oil Co., Ltd. (Note a)

Guangdong SK Advanced Polymer Co., Ltd. (Note a)

SK International Trading Co., Ltd. (Note a)

Shanghai-GaoQiao SK Solvent Co., Ltd. (Note b)

SK Energy Asia Pte., Ltd. (Note a)

SK E&P Company (Note a)

SK Energy & Chemical, Inc. (Note a)

SK USA, Inc. (Note a)

SK Energy Europe Ltd. (Note a)

SK Australia Pty., Ltd. (Note a)

SK Mobile Energy Co., Ltd. (Note a) 

SKC Media (Note a)

SK Telesys Co., Ltd. (Note a)

Pohang City Gas Co., Ltd. (Note a) 

SK Gas Co., Ltd. (Note a)

Iksan City Gas Co., Ltd. (Note a)

Daehan City Gas Co., Ltd. (Note a)

Pusan City Gas Co., Ltd. (Note a)

Choongnam City Gas Co., Ltd. (Note a)

Chongju City Gas Co., Ltd. (Note a)

SK C&C Co., Ltd. (Note c)

MRO Korea Co., Ltd. (Note a)

Samhwa Oil Co., Ltd. (Note c)

SK Networks Deutschland Gmbh (Note a)

SK Telink Co., Ltd. (Note a)

SK Communications Co., Ltd. (Note a)

TU Media Corporation (Note c)

Aircross, Inc. (Note c)

Pantech Co., Ltd. (Note c)

Empas Corporation (Note c)

2006 2005

Receivables 
and others

Payables 
and others

Receivables 
and others

Payables 
and others(in millions of Korean won)
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(Note a) These companies are subsidiaries.

(Note b) These companies are affiliates accounted for using the equity method.

(Note c) These companies are affiliates accounted for using the equity method by consolidated subsidiaries.

(Note d) These companies are combined subsidiaries.

c. Related parties without transactions and account balances as of and for the year ended December 31, 2006
a) Consolidated subsidiaries 

SK China Holding Co., Ltd., Ningbo SK Baoying Asphalt Storage Co., Ltd., SK Insurance (Bermuda) Ltd., SKC Media, 

SKC New Material (Suzhou) Co., Ltd., SKC Inc., SKC Europe Gmbh, Kangwon City Gas Co., Ltd., Kumi City Gas Co., Ltd., 

Daehan City Gas Engineering Co., Ltd., Chonnam City Gas Co., Ltd., SKN (China) Holding Co., Ltd., Uland Co., Ltd., 

Shenyang SK Networks Energy Co., Ltd., SK Telecom USA Holdings, Inc., Zhangjiagang SKOK Metal Products Co., Ltd.,

SK Telecom International, Inc., Kiwi Steel N.Z. Ltd., SLD Telecom Pte., Ltd., Stellar Shipping Co., Ltd., 

Dalian Jinggu Energy & Chemical Co., Ltd., Centurion IT Investment Association, Seoul Records Inc., IHQ, Inc.,

IMM Cinema Fund, SK-KTB Music Investment Fund, 1st Music Investment Fund of SK-PVC, 

2nd Music Investment Fund of SK-PVC, and SK Telecom China Co., Ltd.

b) Affiliates accounted for using the equity method by consolidated subsidiaries

INDESEN (Fujian) Magnetic, Co., Ltd., SI Digitech, TSF Co., Ltd., SKC ACME Speciality Film Co., Ltd., Skytel, Co., Ltd.,

SKC-Sejin Opto. Electronics (Suzhou) Co., Ltd., Intervest Co., Ltd., Chungeorahm Film, Elite Strategic Ltd., BVI, 

STIC Ventures Co., Ltd., Michigan Global Music Investment Fund, ISU Entertainment No.3, Korea IT fund, i Film Co., Ltd., 

JYP ENTERTAINMENT Co., Ltd., SK Mobile Corporation, CDMA Mobile Phone Center, and Helio, Inc. (Formerly SK-EarthLink).

c) Combined subsidiaries

Pentaport Development Co., Ltd., SKEC(Thai), Ltd., Betek Corporation, PJ Ohio, LLC., SK CYTEC Co., Ltd., APERON, IN2GEN Co., Ltd., 

SBS GOLF CHANNEL, INC., P.T SK Keris Indonesia, SK Eurochem Sp. Zo., InnoAce Co., Ltd., and Skyzone Entertainment, Inc. 
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Seoul Records Inc. (Note a)

PAXNet, Inc. (Note a)

Global Credit & Information Co., Ltd. (Note a)

SK Engineering & Construction Co., Ltd. (Note d)

SK Chemical Co., Ltd. (Note d)

SK NJC Co., Ltd. (Note d)

SK Petrochemical Co., Ltd. (Note d)

Huvis Co,. Ltd. (Note d)

Infosec Co., Inc. (Note d)

Walkerhill (Note d)

Total

￦

￦

￦

￦

￦

￦

￦

￦

-

-

-

59

57,919

14

45,798

5,880

2

816

1,702,480

-

-

-

13,429

77

-

-

-

-

5,786

1,719,872

1

-

8

51

50,264

7

17

5,809

1

1,275

1,799,576

-

1

-

102

149

-

-

-

-

2,218

1,088,275

2006 2005

Receivables 
and others

Payables 
and others

Receivables 
and others

Payables 
and others(in millions of Korean won)
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d. Guarantees provided for related parties as of December 31, 2006 are as follows :

(Note) Amount of guarantee provided to SK Shipping Co., Ltd. by the Company represents SK Shipping performance guarantee of ￦946,978 million less the

estimated value of ships owned by SK Shipping Co., Ltd. In addition, the maximum guarantee provided to SK Energy Asia Ltd. as of December 31, 2006 is

￦83,664 million, while the above amount of ￦18,712 million represents actual outstanding borrowings of SK Energy Asia Ltd. as of December 31, 2006.

As of December 31, 2006, SK Networks has pledged assets totaling ￦894,200 million including gas stations as collateral to the Company for

the Company’s trade receivables from SK Networks.

e. Compensation for the key management
Compensation made to the key management for year ended December 31, 2006 are as follows :

The above table shows compensation to the members of Board of Directors who have significant authority and responsibility for the planning,

operating and controlling the Company’s business activities.

￦

￦

43,836

158,140

18,712

23,777

11,250

4,166

259,881

Contract performance

〃

Payment

〃

Contract performance

Payment

SK Shipping Co., Ltd.

SK do Brasil Ltda.

SK Energy Asia Pte., Ltd.

Peru LNG Company

Celtic Oil

Shanghai GaoQiao-SK Solvent

Total

Amount (Note) RemarkReceiver

￦

￦

9,687,397

5,071,615

14,759,012

Salaries

Severance indemnities

Total

Year ended December 31, 2006(in thousands of Korean won)

(In millions of Korean won)
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24. INSURANCE COVERAGE

Insurance coverage carried by the Company as of December 31, 2006 is summarized as follows :

In addition, the Company carries coastal transportation cargo insurance with Hyundai Marine & Fire Insurance Co., Ltd. for the cost of materials

in-transit and freight. 

25. ASSETS PLEDGED AS COLLATERAL 

The following assets are pledged as collateral to secure the Company’s borrowings and other liabilities as of December 31, 2006 :

26. COMMITMENTS AND CONTINGENCIES

a. In 2002, the Ministry of National Defense, Republic of Korea, filed an antitrust lawsuit (aggregate amount of claims : ￦165.9 billion, lost in

the first trial and currently pending in the second trial) whereby five major Korean oil companies, including the Company, were joined as

defendants in connection with supplying petroleum products to the Korean military. In addition, the Company filed a lawsuit against the

Korea National Oil Corporation for cancelling and taking back the petroleum import tax refunds (totaling ￦18.8 billion) previously provided
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US$

￦

US$

US$

￦

US$

Property and inventories

Business interruption 

Legal liability

All-risk buoy hull 

Board of directors

7,154,858

5,109,122,000

200,000

30,000

30,000,000

5,139,122,000

7,384,858

Samsung Fire & Marine 

Insurance Co., Ltd. and others

〃

Hyundai Marine & Fire 

Insurance Co., Ltd. and others

Meritz Fire Insurance Co., Ltd. 

and others

Hyundai Marine & Fire 

Insurance Co., Ltd. and others

Non-marine package insurance

〃

General liability insurance

Marine package insurance

Board compensation insurance

Total

Insured Insured coverage Insurance companyInsurance policy

￦

￦

￦

US$

￦

￦

￦

￦

US$

100,000

177,879

60,000

443,391

11,533

8,000

12,800

370,212

443,391

Standard Chartered Korea

First Bank

Korea Development Bank

Korea Development Bank

〃

Korea Resources

Corporation

〃

〃

Collateral borrowings

Collateral borrowing

Facilities borrowings

〃

Collateral borrowings of

foreign mineral fund

〃

〃

Equity securities accounted for using the 

equity method (Stocks of SK Telecom Co., Ltd.)

Equity securities accounted for using 

equity method (Stocks of K-Power Co., Ltd.)

Land and buildings (Ulsan Complex)

〃

Land and buildings 

(Inchon Seaport Logistics Center)

Land and buildings (Masan Logistics Center)

Land and buildings (Busan Logistics Center)

Total

Maximum 
pledged amounts Provided to DetailAssets pledged

(in thousands of Korean won and thousands of U.S. dollars) 

(in millions of Korean won and thousands of U.S. dollars)
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to the Company; the Company also filed a lawsuit against the Fair Trade Commission demanding an invalidation of a surcharge levy of ￦3.8

billion, which was ruled partly in favor of the Company and the Fair Trade Commission appealed to the Supreme Court in the Republic of

Korea. The ultimate outcome of these matters cannot be presently determined.

The Company accounted for fines for oil and petrochemical product price rigging, which was decided by the Fair Trade Commission, as

accounts payables - other as of December 31, 2006.

b. As of December 31, 2006, the Company issued 158 blank promissory notes and 7 promissory notes totaling ￦105,423 million to financial

institutions as collateral for certain of its borrowings.

c. Trade receivables transferred to financial institutions, which have not matured as of December 31, 2006, amounted to ￦928,084 million.

d. The Company entered into an option agreement (“Option Agreement”) with SK E&S Co., Ltd. (“SK E&S”) on October 10, 2005 with regard to

purchase of common shares in SK Gas Co., Ltd. (“SK Gas”) held by SK E&S. According to the Option Agreement, the Company has call option

that the Company or a party designated by the Company can purchase the 3,928,537 shares (45.53% of total issued common stock) of

common stock in SK Gas at ￦95 billion (￦24,182 per share) during the period from June 30, 2007 to June 30, 2008. In addition, SK E&S has

put option to sell the common stock of SK Gas to the Company at the same condition of the Company’s call option.

e. As of December 31, 2006, the Company has provided guarantees of payment amounting to ￦36,371 million to Yemen LNG Company for

the purpose of exploration and production.

f. Petroleum Product Forward Contract 

As of December 31, 2006, the Company has petroleum product forward contracts in order to avoid or reduce the risk of changes in petroleum

product prices. Details of the outstanding contracts are as follows :

For the year ended December 31, 2006, gains and losses from petroleum product forward contracts are ￦86,118,127 thousand and

￦99,028,027 thousand, respectively.

J. Aron and others

J. Aron and others

BNP Paribas

BNP Paribas and others

Barclays Capital and others

BNP Paribas and others

Barclays Capital and others

BNP Paribas and others

Morgan Stanley and others

January, 2007

February, 2007

January, 2007

January, 2007

January, 2007

~March, 2007

January, 2007

January, 2007

January, 2007

~March, 2007

January, 2007

Buy

Sell

Buy

Sell

Buy

Sell

Buy

Sell

Sell

1,500,000

1,500,000

195,000

416,000

1,950,000

357,500

1,200,000

1,800,000

640,000

9,558,500

(703,242)

709,285

9,296

67,628

(1,039,758)

68,093

(1,259,608)

3,635,898

1,299,767

￦ 2,787,359

Dubai

〃

FO180

〃

F380

〃

Gas Oil

〃

Kero

CounterpartyMaturity Buy/Sell
Quantity 

(BBL)
Valuation
gain (loss)Position

(in thousands of Korean won)
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g. The Company has swap contracts to purchase oil products at variable price in order to avoid risk derived from supplying aircraft fuel at fixed

price. As of December 31, 2006, the outstanding swap contracts are as follows :

There were no gains or losses recognized during the year ended December 31, 2006 due to hedge ineffectiveness of the above swap

contracts.

h. As of December 31, 2006, the Company has two interest rate swap contracts for the purpose of hedging the risk of changes in interest rate

and details of the outstanding contracts are as follows :

i. During the year ended December 31, 2005, the Company sold its head office building to Merrill Lynch L.P. Holdings, Inc. and Shinhan Bank

consortium, and leased the building back from Giant SPC LLC (“Giant SPC”), the current owner of the building. According to the lease

agreement, Giant SPC plans to sell its building before the expiration of the lease term and the Company was granted the right of first refusal

at the time of sale of the building by Giant SPC. Based on the lease agreement, the future lease payments of the operating lease as of

December 31, 2006 are as follows :

j. For the year ended December 31, 2006, the Company sold beneficiary rights of disposal of trust property, which includes the Company’s 174

gas stations and charge stations, to an SPC, which was established in accordance with the Laws of Asset Backed Securitization, at ￦470

billion and recognized gain of disposal totaling ￦2.8 billion. Hana Bank, which acquired the trust property, entered into a Put/Call Option

contract with SK Incheon Oil Co., Ltd., a subsidiary of the Company, which plans to buy the trust property back in five years for￦630 billion.

January, 2007 

~November, 2008

January, 2007 

~February, 2007

January, 2007 

~February, 2007

I. Brent

Kero

Kero/I.Brent

Maturity

3,450,000

75,000

125,000

3,650,000

Quantity 
(BBL)

(13,609,344)   

(185,920)

(87,382)

(13,882,646)

Gain (loss) on 
valuation of derivative

instruments

13,609,344   

185,920

87,382

13,882,646

Gain (loss) on 
valuation of firm

commitment

Morgan Stanley 

and others

J. Aron and others

Morgan Stanley

CounterpartyPosition

December 28, 2009

February 24, 2010

￦ (312,515)

20,841

￦ (319,292)

20,841

Shinhan Bank￦ 50,000,000

〃

Maturity  date
Derivative instrument

assets (liabilities)
Gain (loss) 

on valuation Counterparty
Long-term 
borrowings

￦

￦

￦

￦

￦

￦

33,225,000

33,225,000

33,225,000

32,769,863

132,444,863

2007

2008

2009

2010

Total

AmountYear ending December 31,

(In thousands of Korean won) 

(In thousands of Korean won) 

(In thousands of Korean won) 
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27. SEGMENT INFORMATION

As of and for the years ended December 31, 2006 and 2005, the Company’s segment information is as follows :

In addition, sales by location for the years ended December 31, 2006 and 2005 are as follows :

(Note) The export sales including the revenue from the exploration and production investment were made principally to Japan, China and Southeast Asia region.

28. EXPLORATION AND PRODUCTION INVESTMENTS

The Company is producing and exploring crude oil and gas at 24 mining areas in 14 countries, such as North Zaafarana mining area jointly

with Egypt Pico, Peru Block 8 mining areas and Camisea mining area jointly with Argentina Pluspetrol, Cote d’Ivoire CI-11 mining area jointly

with Devon Energy, Vietnam 15-1 mining area jointly with Petro Vietnam, Libya NC 174 mining area jointly with Italian ENI and Indonesia

Bangko mining area jointly with Petro China. In addition, the Company formed a consortium with other companies and is exploring Peru 56

mining area and Brasil BMC-8 mining area jointly with Argentina Pluspetrol and U.S.A. Devon Energy.

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

16,643,396

6,518,249

23,161,645

327,966

3,315,407

294,078

5,480,952

1,914,465

7,395,417

449,627

1,298,632

88,638

335,945

-

335,945

215,118

6,357

36

896,558

237,125

1,133,683

178,635

208,072

17,934

294,652

170,479

465,131

(5,973)

180,602

25,614

Sales :

Sales to outsiders

Sales to internal divisions

Total

Operating income

Tangible and intangible assets

Depreciation and amortization

As of and for the year ended December 31, 2006

Petroleum Petrochemicals Exploration Lubricant Other(in millions of Korean won) 

(in millions of Korean won) 

(in millions of Korean won) 

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

15,742,639

5,145,544

20,888,183

458,566

3,841,016

321,371

4,825,177

1,291,761

6,116,938

427,674

1,208,630

94,485

335,382

73,836

409,218

209,627

9,598

16

1,011,384

385,465

1,396,849

109,035

324,086

44,675

Sales :

Sales to outsiders

Sales to internal divisions

Total

Operating income

Tangible and intangible assets

Depreciation and amortization

As of and for the year ended December 31, 2005

Petroleum Petrochemicals Exploration Other

12,197,314

11,454,189

23,651,503

11,525,098

10,389,484

21,914,582

Domestic

Export (Note)

Total

2006 2005

￦

￦

￦

￦
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29. SELLING AND ADMINISTRATIVE EXPENSES

Selling and administrative expenses for the years ended December 31, 2006 and 2005 are as follows :

30. VALUE ADDED INFORMATION

Details of valued added information included in cost of goods, selling and administration expenses, and other for the years ended December

31, 2006 and 2005 are as follows :

178,078,966  

29,723,262

29,638,651

14,221,820

17,245,261

6,283,984

22,953,383

9,277,958

40,983,661

15,055,676

39,625,511

9,706,095

4,901,737

160,871,514

70,753,614

41,193,700

42,151,582

10,399,142

82,901,155

62,399,371

3,778,988

305,511,955

11,296,181

1,208,953,167

187,689,570

22,484,858

27,171,154

13,557,841

14,677,679

6,138,395

19,462,495

10,111,599

6,679,497

11,584,075

45,861,456

10,063,243

5,264,847

152,377,687

56,230,014

50,179,499

40,242,677

8,265,320

74,004,594

60,161,229

19,957,136

266,983,608

11,020,874

1,120,169,347

Salaries

Provision for severance indemnities

Employee benefits

Travel

Communications

Water, light and heat

Taxes and dues

Supplies

Rent

Storage of consignment oil

Depreciation

Repairs

Insurance

Advertising

Research and development

Administration and securities

Education and research

Quality control

Outsourcing

Commissions

Amortization 

Transportation

Other

Total

2006 2005(in thousands of Korean won)

￦

￦

￦

￦

449,092,636

69,106,041

72,401,909

422,521,389

28,102,760

44,926,740

456,332,780

63,835,680

72,493,171

440,590,355

24,433,839

9,080,303

Salaries

Provision for severance indemnities

Employee benefits

Depreciation

Taxes and dues

Rent

2006 2005(in thousands of Korean won)

￦ ￦
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31. OPERATING RESULTS OF FINAL INTERIM PERIOD 

The Company’s key financial information (unaudited) for the three months ended December 31, 2006 and 2005, which was not separately

disclosed, is as follows :

32. UNCERTAINTIES RELATING TO SK NETWORKS

SK Networks, an investee of the Company, entered into an agreement with Hana Bank and other creditors to implement a corporate

restructuring plan (the Plan) on October 27, 2003 in accordance with the Corporate Restructuring Promotion Law and is currently

implementing the Plan, which is currently expected to be completed by December 31, 2007 (the “Completion Date”). The Completion Date

may be extended or shortened depending on the accomplishment of SK Networks. In connection with the Plan, the Company made a capital

injection by purchasing ￦850 billion of common stock of SK Networks according to a resolution of its board of directors dated October 26,

2003 and made a written confirmation that the Company intends to continue its business relationship with SK Networks related to the

domestic operations for petroleum products. However, the status of SK Networks in the future depends on the cooperation of SK Network’s

various stakeholders and related parties in relation to the Plan, and the effective implementation of the Plan. The ultimate effects of such

uncertainties surrounding SK Networks may differ from the management’s current assessment reflected on the Company’s financial

statements as of and for the year ended December 31, 2006.

￦ ￦6,110,459,648

190,044,944

161,335,081

1,402

1,402

6,214,099,725

595,222,013

477,858,756

3,735

3,735

Sales

Ordinary income (before tax)

Net Income 

Basic earning per share (In Korean won)

Diluted earning per share (In Korean won)

4th Quarter of

2006 2005(in thousands of Korean won, except for per share data)
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INDEPENDENT ACCOUNTANT’S REVIEW REPORT

ON INTERNAL ACCOUNTING CONTROL SYSTEM (“IACS”)

English Translation of a Report Originally Issued in Korean

To the Representative Director of 

SK Corporation

We have reviewed the accompanying Report on the Management’s Assessment of IACS (the “Management’s Report”) of SK Corporation (the

“Company”) as of December 31, 2006. The Management’s Report, and the design and operation of IACS are the responsibility of the Company’s

management. Our responsibility is to review the Management’s Report and issue a review report based on our procedures. The Company’s

management stated in the accompanying Management’s Report that “based on our assessment of the IACS as of December 31, 2006, the

Company’s IACS has been appropriately designed and is operating effectively as of December 31, 2006, in all material respects, in accordance

with the IACS Framework established by the Korea Listed Companies Association.”

We conducted our review in accordance with the IACS Review Standards established by the Korean Institute of Certified Public Accountants.

Those standards require that we plan and perform a review, objective of which is to obtain a lower level of assurance than an audit, of the

Management’s Report in all material respects. A review includes obtaining an understanding of a company’s IACS and making inquiries

regarding the Management’s Report and, when deemed necessary, performing a limited inspection of underlying documents and other

limited procedures. 

A company’s IACS represents internal accounting policies and a system to manage and operate such policies to provide reasonable assurance

regarding the reliability of financial statements prepared, in accordance with accounting principles generally accepted in the Republic of

Korea, for the purpose of preparing and disclosing reliable accounting information. Because of its inherent limitations, IACS may not prevent or

detect a material misstatement of the financial statements. Also, projections of any evaluation of effectiveness of IACS to future periods are

subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies

or procedures may deteriorate.

Based on our review, nothing has come to our attention that causes us to believe that the Management’s Report referred to above is not fairly

stated, in all material respects, in accordance with the IACS Framework established by the Korea Listed Companies Association.

Our review is based on the Company’s IACS as of December 31, 2006, and we did not review its IACS subsequent to December 31, 2006. This

report has been prepared pursuant to the Acts on External Audit for Stock Companies in the Republic of Korea and may not be appropriate for

other purposes or for other users.

February 21, 2007
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REPORT ON THE ASSESSMENT OF 

INTERNAL ACCOUNTING CONTROL SYSTEM (“IACS”)

To the Board of Directors and Audit Committee of 

SK Corporation

I, as the Internal Accounting Control Officer (“IACO”) of SK Corporation, assessed the status of the design and operation of the Company’s IACS

for the year ended December 31, 2006.

The Company’s management including IACO is responsible for designing and operating IACS. I, as the IACO, assessed whether the IACS has

been appropriately designed and is effectively operating to prevent and detect any error or fraud which may cause any misstatement of the

financial statements, for the purpose of preparing and disclosing reliable financial statements.

I, as the IACO, applied the IACS Framework established by the Korea Listed Companies Association for the assessment of design and operation

of the IACS.

Bases on the assessment of the IACS, the Company’s IACS has been appropriately designed and is operating effectively as of December 31,

2006, in all material respects, in accordance with the IACS Framework.

February 12, 2007

Chi-Woo Han

Internal Accounting Control Officer



Stock Information

SK CorporationSK Corporation KOSPIKOSPI

4/19 High      74,5004/19 High      74,500 5/3 High      74,0005/3 High      74,000

5/11 High 1,464.70P5/11 High 1,464.70P

1/2 Open      52,0001/2 Open      52,000

JanuaryJanuary FebruaryFebruary MarchMarch AprilApril MayMay JuneJune JulyJuly AugustAugust SeptemberSeptember OctoberOctober NovemberNovember DecemberDecember
-15%-15%

-10%-10%

-5%-5%

0%0%

5%5%

10%10%

15%15%

20%20%

25%25%

30%30%

35%35%

40%40%

45%45%

8/9 High      70,0008/9 High      70,000

11/20 High      72,00011/20 High      72,000

12/28 Close      73,00012/28 Close      73,000

12/28 Close 1,434.46P12/28 Close 1,434.46P6/13 Low      56,1006/13 Low      56,100

6/14 Low 1,192.09P6/14 Low 1,192.09P

￦ ￦
￦

￦

￦

￦

￦

SK Incheon OilSK Incheon Oil SK TelecomSK Telecom SKCSKC SK E&SSK E&S SK NetworksSK Networks

SK ShippingSK Shipping

K PowerK Power

DOPCODOPCO

SK GasSK Gas

Daehan CitygasDaehan Citygas

Pusan CitygasPusan Citygas

>>Dividend

>> Investment Structure

>>Stock Price Trend in 2006

Net income (millions of Korean Won)

Earnings per share (Korean Won)

Total amount of dividend (millions of Korean Won)

Payout ratio (%)

* Total issued share (common stock): 128,695,064 shares (as of Mar. 2007)        ** The transaction fee is not included in the total purchase amount.

2006
1,394,024

11,680
211,919

15.2

2005
1,686,496

13,206
239,645

14.2

2004
1,640,738

12,950
232,449

14.2

>>Purchase of Treasury Stock

Number of shares purchased (shares) 

Total amount (billions of Korean Won)

Treasury stock ratio
Purpose  

* at the end of 2006

2006.02.01~2006.04.21
9 million common shares

538.3
7.7%

2006.10.31~2007.01.23
13 million common shares

913.1
17.7%

To enhance shareholder’s value
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>>Crude Oil Refinery and Products



2006 Annual Report 139

Ethylene

Polyethylene

Propylene

Polyethylene

Butadiene

MTBE

Butene-1

Benzene

Cyclohexane

Toluene

Xylene

Paraxylene

Orthoxylene

Solvents

Polyethylene
Unit

Polyethylene
Unit

Butadiene
Extraction Unit

MTBE/Butene-1
Unit

Cyclohexane
Unit

Paraxylene
Unit

Solvents
Unit

Aromatics
Extraction Unit

Ethylene
Unit

Naphtha
Craching Unit

Unifining
Unit

Reforming
Unit

Refinery

Naphtha
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Business Network

KOREA

Headquarter Office

99, Seorin-dong, Jongno-gu, Seoul, Korea
Tel : 82-2-2121-5114  
TLX : Oilkor K23654
Fax : 82-2-2121-7001      

Ulsan Complex

110, Gosa-dong, Nam-gu, Ulsan, Korea
Tel : 82-52-270-2114
Fax : 82-52-270-2002   

SK Technology Institute

140-1, Woncheon-dong, Yuseong-gu,
Daejeon, Korea
Tel : 82-42-866-7301
Fax : 82-42-866-7302 

NEW JERSEY

SK Energy & Chemical, Inc.

Custom Manufacturing Service 

22-10 State Rt 208, 
Fair Lawn, NJ 07410, USA
Tel : 1-201-796-4288
Fax : 1-201-796-2278
e-mail : sschang@skcorp.com
website : www.skcms.com

SK Energy & Chemical, Inc.

Bio-pharmaceutical Business 

140A New Dutch Lane, 
Fairfield, NJ 07004, USA
Tel : 1-973-227-3939
Fax : 1-973-227-4488
e-mail : sschang@skcorp.com
website : www.skbp.com

SK USA Inc.

400 Kelby Street 17th Floor, 
Fort Lee, NJ 07024, USA
Tel : 1-201-613-8000
Fax : 1-201-613-8040
e-mail : skusa@skcorp.com

HOUSTON

SK E&P Company

1300 Post Oak Blvd., Suite 910
Houston, TX 77056, USA
Tel : 1-713-341-5822
Fax : 1-713-871-1580
e-mail : dongschoi@skcorp.com

LONDON

SK Energy Europe Limited

3rd Floor 11-12 Hanover Street,
London W1S 1YQ, United Kingdom
Tel : 44-20-7495-0956
Fax : 44-20-7495-1052
e-mail : ek@skcorp.com

DUBAI

SK Corporation Middle East Office

Level 10, Dubai World Trade Centre
P.O.Box 9389, Dubai, UAE
Tel : 971-4-331-3457
Fax : 971-4-331-3316
e-mail : kbpark@skcorp.com

KUWAIT

SK Corporation Kuwait Office

Office #2829, Arraya Centre, 
Al Shuhada St., Sharq P.O Box 29927,
Safat 13160, Kuwait
Tel : 965-299-7823
Fax : 965-299-7822
e-mail : jycha@skcorp.com

TOKYO

SK Corporation Tokyo Branch

Yamatoseimei Bldg. 8F 1-1-7,
Uchisaiwaicho, Chiyoda-ku,
Tokyo 100-0011, Japan
Tel : 81-3-3591-0343,3041
Fax : 81-3-3591-3073
e-mail : hblee@skcorp.com

PERU

SK Corporation Sucursal Peruana

Av. Victor Andres Belaunde 147 Via
Principal 155, Office 1402, Edificio
"Real Tres" San Isidro, Lima 27, Peru
Tel : 51-1 421-3787
Fax : 51-1 421-3783
e-mail : sijonglim@skcorp.com

SYDNEY

SK Australia Pty. Ltd.

Level 31, 2 Park Street, Sydney,
NSW 2000, Australia
Tel : 61-2-9261-0862
Fax : 61-2-9261-1331
e-mail : hlee@skcorp.com

SINGAPORE

SK Energy Asia

#4 Shentonway, #11-02 
SGX Centre Two 068807, Singapore 
Tel : 65-6220-1266
Fax : 65-6221-1225
e-mail : jinhur@skcorp.com

KAZAKHSTAN

Representative Office of 

SK Corporation in Kazakhstan 

Nurly Tau Block-2A, 5 Al-Farabi Ave.
Almaty, Republic of Kazakhstan
Tel : 7-3272-777034
Fax : 7-3272-777036
e-mail : ingoo@skcorp.com

RUSSIA

SK Corporation Moscow

Representative Office

Tverskaya 9/17 Building 7, 
Office #204 Moscow, Russia
Tel: 7-495-940-6581
Fax: 7-495-940-6521
Email: leeyh@skcorp.com

INDONESIA

SK Corporation Jakarta

Representative Office

Jakarta Stock Exchange Bldg.(BEJ)
Tower #1, 26th Floor, JL, Jend,
Sudirman Kav. 52-53,
Jakarta 12190, Indonesia
Tel: 62-21-51-400-100
Fax: 62-21-51-400-200
Email: leekil@skcorp.com

BEIJING

SK Corporation Beijing

Representative Office 7th Floor,
Tower B, Gateway Plaza #18
Xiaguangli, Northroad East thirdring,
Chaoyang District, Beijing 100027, China
Tel : 86-10-5920-5500
Fax : 86-10-5920-5699
e-mail : Beijing@skcorp.com

SK(China) Holding Company Limited

7th Floor, Tower B, Gateway Plaza
#18 Xiaguangli, Northroad East third
ring, Chaoyang District, 
Beijing 100027, China
Tel : 86-10-5920-5500
Fax : 86-10-5920-5699

SK Lubricants(China) Co., Ltd.

Unit 413, Office Tower 2, Henderson
Center, #18 Jianguomen Nei Avenue,
Dongcheng District, Beijing 100005,
China
Tel : 86-10-6518-5818(ext. 601)
Fax : 86-10-6518-5817
e-mail : sgjeon@skcorp.com

SK(Beijing) Road Science &

Technology Co., Ltd.

Room C-401, No. 18 Xihuan South
Road, Beijing Economy Technology
Development Area, Beijing 100176,
China
Tel : 86-10-5157-0222(ext. 801)
Fax : 86-10-5157-0221
e-mail : kibyung@skcorp.com

Aikang Hospital

No. 11, Shuiduizi Beili, Chaoyang
District, Beijing 100026, China 
Tel : 86-10-8596-3388

SHANGHAI

SK Corporation Shanghai

Representative Office

Room 3311-3312, Maxdo Center,
No. 8, Xingyi Road, Shanghai 200336,
China
Tel : 86-21-6270-6016
Fax : 86-21-6270-9920, 6278-9582
e-mail : yshong@skcorp.com

SK International

Trading(Shanghai) Co., Ltd.

Room 3311-3312, Maxdo Center, No. 8,
Xingyi Road Shanghai 200336, China
Tel : 86-21-5208-0909
Fax : 86-21-5108-0706
e-mail : jhlee@skcorp.com

SK Bio-Pharm Tech(Shanghai) Co., Ltd.

Building3 No.34 Lane122 ChunXiao
Road. Zhangjiang High-Tech Park,
Shanghai 201203, China
Tel : 86-21-5080-4990
Fax : 86-21-5080-3483
e-mail : lkh@skcorp.com

Shanghai Gaoqiao-SK Solvents Co., Ltd

2908 Pu Dong Da Dao, 
Shanghai 200129, China 
Tel : 86-21-5034-0702
Fax : 86-21-5034-2547

GUANGDONG

Guangdong SK Advanced Polymer

Co., Ltd.

Guangdong Zhaoqing 
High Technology Industry
Development Zone 526238, China
Tel : 86-758-362-5003
Fax : 86-758-362-5026
e-mail : Guangzhou@skcorp.com

SK Corporation Guangzhou Office

Room 3902, CITIC Plaza, No 233,
Tianhe Bei Road, Guangzhou,
Guangdong Province 510613, China
Tel : 86-20-3891-2093
Fax : 86-20-3891-2319
e-mail : hoon99@skcorp.com
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Sales

Operating Profit

Net Income

Total Assets

Total Liabilities

Shareholders’ Equity

23,652

1,165

1,394

19,602

11,571

8,031

21,915

1,205

1,687

17,509

9,399

8,110

25,443

1,254

1,500

21,086

12,447

8,639

23,574

1,296

1,814

18,835

10,110

8,725

(in billions of Korean Won) (in millions of US Dollars) 

* These figures are based on the exchange rates of ￦1,013.0 to US$ 1.00 as of December 31, 2006 and ￦929.6 per US$ at Dec. 31, 2005

2006 2005 2006 2005

Current Ratio

Debt Ratio

Return on Sales

Net Income to Shareholders’ Equity 

98.8%

144.1%

4.9%

17.3%

120.7%

115.9%

5.5%

22.8%

98.8%

144.1%

4.9%

17.3%

120.7%

115.9%

5.5%

22.8%

2006 2005 2006 2005

Facts and financial figures
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CONTACT INFORMATION
INVESTOR RELATIONS DEPARTMENT
SK Corporation 99, Seorin-dong, Jongno-gu, Seoul 110-110, Korea
Tel : 02-2121-5451~9      Fax : 02-2121-5698      website : www.skcorp.com
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