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Report of Independent Accountants 
 
 
To the Board of Directors and Shareholders of 
LG Chem, Ltd. 

 
We have reviewed the accompanying non-consolidated balance sheet of LG Chem, Ltd. (the “Company”) 
as of March 31, 2006, and the related non-consolidated statements of income and cash flows for the three-
month periods ended March 31, 2006 and 2005, expressed in Korean won.  These interim financial 
statements are the responsibility of the Company’s management.  Our responsibility is to issue a report on 
these financial statements based on our reviews.   

We conducted our reviews in accordance with the quarterly and semi-annual review standards established 
by the Securities and Futures Commission of the Republic of Korea.  These standards require that we plan 
and perform our review to obtain moderate assurance as to whether the financial statements are free of 
material misstatement.  A review is limited primarily to inquiries of company personnel and analytical 
procedures applied to financial data and thus provides less assurance than an audit.  We have not 
performed an audit and, accordingly, we do not express an audit opinion. 

Based on our reviews, nothing has come to our attention that causes us to believe that the accompanying 
non-consolidated financial statements are not presented fairly, in all material respects, in accordance with 
financial accounting standards generally accepted in the Republic of Korea. 

We have audited the non-consolidated balance sheet of LG Chem, Ltd. as of December 31, 2005 and the 
related non-consolidated statements of income, appropriations of retained earnings and cash flows for the 
year then ended, in accordance with auditing standards generally accepted in the Republic of  Korea.  We 
expressed an unqualified opinion on those non-consolidated financial statements in our audit report dated 
February 3, 2006.  These non-consolidated financial statements are not included in this review report.  The 
non-consolidated balance sheet as of December 31, 2005, presented herein for comparative purposes, is 
consistent, in all material respects, with the above audited balance sheet as of December 31, 2005. 
 

 

 

 

 

 
 

 

 

 

 

 

 

Samil PricewaterhouseCoopers is the Korean member firm of PricewaterhouseCoopers. PricewaterhouseCoopers refers to the network of member firms of PricewaterhouseCoopers International 
Limited, each of which is a separate and independent legal entity.
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As discussed in Note 17 to the non-consolidated financial statements, the Company merged with LG 
Daesan Petrochemical Ltd. on January 1, 2006. 

Accounting principles and review standards and their application in practice vary among countries.  The 
accompanying non-consolidated financial statements are not intended to present the financial position, 
results of operations and cash flows in conformity with accounting principles and practices generally 
accepted in countries and jurisdictions other than the Republic of Korea.  In addition, the procedures and 
practices used in the Republic of Korea to review such financial statements may differ from those 
generally accepted and applied in other countries.  Accordingly, this report and the accompanying 
financial statements are for use by those who are informed about Korean accounting principles or review 
standards and their application in practice.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Seoul, Korea 
April 21, 2006 
 
 
 
 
 
 
 
 

This report is effective as of April 21, 2006, the review report date. Certain subsequent events or 
circumstances, which may occur between the review report date and the time of reading this report, 
could have a material impact on the accompanying non-consolidated financial statements and notes 
thereto.  Accordingly, the readers of the review report should understand that there is a possibility that 
the above review report may have to be revised to reflect the impact of such subsequent events or 
circumstances, if any. 
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LG Chem, Ltd. 
Non-Consolidated Balance Sheets
March 31, 2006 and December 31, 2005 
(Unaudited)

(in millions of Korean won)

Assets
Current assets (Note 17)

Cash and cash equivalents ￦ 133,687 ￦ 189,445
Trade accounts and 
  notes receivable, net (Notes 4, 13 and 15) 690,309 499,382
Other accounts receivable, net (Note 4) 115,623 100,059
Accrued income, net 1,460 55
Advance payments 3,389 3,062
Prepaid expenses 23,727 15,142
Inventories, net (Note 5) 892,772 608,850
Deferred income tax assets 5,636 11,545                  
Other current assets 10,172 8,756

Total current assets 1,876,775             1,436,296             

Long-term financial instruments (Note 3) 59 51
Investment securities 1,939 1,939
Equity-method investments (Notes 6 and 17) 823,553 1,476,532

 Long-term trade accounts  
  and notes receivable, net (Note 4) 698 775
Long-term other accounts receivable, net (Note 4) 1,501 1,491
Long-term guarantee deposits 69,059 67,611
Long-term prepaid expenses 20,315 20,470
Other investments 32,571 30,557
Property, plant and equipment, net (Notes 2, 7, 16 and 17) 3,081,877 2,456,822
Intangible assets, net (Notes 8, 16 and 17) (241,368) 100,855

Total assets ￦ 5,666,979             ￦ 5,593,399             

20052006
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LG Chem, Ltd. 
Non-Consolidated Balance Sheets
March 31, 2006 and December 31, 2005 
(Unaudited)

(in millions of Korean won)

Liabilities and Shareholders' Equity
Current liabilities (Note 17)

Short-term borrowings ￦ 100,224 ￦ 100,224
Current maturities of long-term debts, net (Note 9) 649,855 740,604
Trade accounts and notes payable (Note 15) 676,293 596,580
Other accounts payable 387,445 372,834
Withholdings 47,881 39,400
Accrued expenses 56,400 30,452
Income tax payable 68,750 63,609
Dividends payable 91,085 57
Other current liabilities 4,681 3,150

Total current liabilities 2,082,614             1,946,910             

Long-term debts, net (Notes 2 and 10) 943,309 988,805
Accrued severance benefits, net (Note 11) 104,692 80,410
Deferred income tax liabilities (Note 17) 104,733 111,020
Derivative instrument transaction credit (Note 13) 26,910 23,814
Other long-term liabilities 9,218 3,915

Total liabilities 3,271,476             3,154,874             

Commitments and contingencies (Note 13)

Shareholders' equity (Note 1)
Common stock 322,126 322,126
Preferred stock 43,306 43,306

365,432                365,432                

Capital surplus 
Paid-in capital in excess of par value 532,002 532,002
Gain on disposal of treasury stock 841 841
Asset revaluation surplus 206,769 206,769

739,612 739,612

Retained earnings 
Legal reserve 49,438 40,335
Other reserves 1,221,519 921,393
Unappropriated retained earnings 68,162                400,261                

1,339,119 1,361,989

Capital adjustments
Gain on valuation of equity-method investments 23,816                36,109                  
Loss on valuation of equity-method investments (49,347) (41,043)
Treasury stock (23,129) (23,129)
Loss on valuation of derivative instruments (Note 13) -                          (445)

(48,660) (28,508)

Total shareholders' equity 2,395,503             2,438,525             
Total liabilities and shareholders' equity ￦ 5,666,979             ￦ 5,593,399             

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

See Report of Independent Accountants

2006 2005
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LG Chem, Ltd.
Non-Consolidated Statements of Income 
Three-Month Periods Ended March 31, 2006 and 2005
(Unaudited)

(in millions of Korean won, except per share amounts)

Sales (Notes 15 and 16) ￦ 2,129,080           ￦ 1,868,882             
Cost of sales (Note 15) 1,822,972           1,516,757             

Gross profit 306,108                352,125                
Selling and administrative expenses 240,555              210,710                

Operating income 65,553                  141,415                

Non-operating income
Interest income 2,552                  2,964                    
Foreign exchange gains 17,814                12,419                  
Gain on foreign currency translation 17,488                12,445                  
Gain on valuation of equity method investments, net  37,281                51,453                  
Gain on disposal of property, plant and equipment 513                     317                       
Reversal of negative goodwill (Notes 2 and 17) 9,826                  -                           
Reversal of bad debt allowance 470                     -                           
Reversal of compensation expenses associated 
   with stock options (Note 12) 652                     -                           
Others 3,010                  2,847                    

89,606                  82,445                  

Non-operating expenses
Interest expenses 22,697                23,617                  
Foreign exchange losses 8,173                  5,438                    
Loss on foreign currency translation 1,850                  5,408                    
Loss on disposal of trade accounts receivable 7,837                  1,546                    
Loss on disposal of property, plant and equipment 470                     3,152                    
Loss on valuation of equity method investments, net 8,104                  14,440                  
Impairment loss on investment securities -                          1,882                    
Impairment loss on property, plant and equipment -                          1,671                    
Loss on valuation of derivative instruments (Note 13) 3,710                  4,291                    
Donations 2,107                  1,232                    
Others 1,601                  5,226                    

56,549                  67,903                  

Income before income tax 98,610                  155,957                
Income tax expense 30,453                  37,708                  

Net income ￦ 68,157                  ￦ 118,249                

Per share data (in won) (Note 14)
Earnings per share ￦ 939                       ￦ 1,618

Ordinary income per share ￦ 939                       ￦ 1,618

The accompanying notes are an integral part of these non-consolidated financial statements.
See Report of Independent Accountants

2006 2005
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LG Chem, Ltd.
Non-Consolidated Statements of Cash Flows 
Three-Month Periods Ended March 31, 2006 and 2005
(Unaudited)

(in millions of Korean won)

Cash flows from operating activities
Net income ￦ 68,157 ￦ 118,249

Depreciation and amortization 132,771 92,276
Provision for severance benefits 17,806 14,733
Gain on foreign currency translation, net (15,766) (7,898)
Loss on disposal of trade accounts receivable 7,837 1,546
Loss on inventory valuation 3,678 4,482
Impairment loss on investment securities -                          1,882
(Gain) loss on disposal of property, plant and equipment, net (43) 2,835
Impairment loss on property, plant and equipment -                          1,671

(29,177) (37,013)
Loss on valuation of derivative instruments 3,710 4,291
Reversal of negative goodwill (9,826) -                           
Reversal of bad debt allowance (470) -                           
Reversal of compensation expenses associated 
  with stock options (652) -                           
Others, net 2,084 6,922

111,952 85,727
Changes in operating assets and liabilities 

Increase in trade accounts and notes receivable (47,673) (42,588)
Increase in inventories (107,761) (16,267)
Decrease in other accounts receivable 15,151 9,678
Increase in accrued income (1,158) (1,401)
Increase in advance payments (327) (8,422)
Increase in prepaid expenses (8,349) (1,948)
Decrease (increase) in deferred income tax assets 5,954 (19,244)
Increase in other current assets (1,824) (2,676)
Decrease in long-term trade accounts 
  and notes receivable 101 105
Decrease in trade accounts and notes payable (279) (114,524)
Decrease in other accounts payable (4,741) (48,228)
Increase in accrued expenses 21,477 35,944
(Decrease) increase in income tax payable (1,905) 10,011
Increase (decrease) in other current liabilities 4,933 (9,085)
Accrued severance benefits transferred from affiliated companies 320 147
(Decrease) increase in deferred income tax liabilities (3,644) 13,051
Payment of severance benefits (11,306) (11,471)

6,520 6,662

  (134,511) (200,256)

Net cash provided by operating activities 45,598 3,720

Others, net

Adjustments to reconcile net income to net cash
  provided by operating activities

Gain on valuation of equity method investments, net

2006 2005
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LG Chem, Ltd.
Non-Consolidated Statements of Cash Flows
Three-Month Periods Ended March 31, 2006 and 2005
(Unaudited)

(in millions of Korean won)

Cash flows from investing activities
Disposal of property, plant and equipment ￦ 1,114 ￦ 1,149
Disposal (acquisition) of long-term guarantee deposits, net 1,908                  (904)
Acquisition of other investment (26) (1,139)
Acquisition of property, plant and equipment (104,716) (79,251)
Acquisition of investment securities -                          (8,415)
Acquisition of equity-method investments (11,160) (10,515)
Acquisition of intangible assets, net (4,577) (6,020)
Others, net 600 2,063

Net cash used in investing activities (116,857) (103,032)

Cash flows from financing activities
Repayment of short-term borrowings, net (25,717) (50,000)
Repayment of current maturities of long-term debts (206,650) (26,402)
Issuance of debentures 67,858 127,835
Proceeds from long-term debts -                          39,936
Disposal of treasury stock -                          616
Others, net (1,497) (4)

Net cash (used in) provided by financing activities (166,006) 91,981

Cash flows from merger 181,507 -                            

Net decrease in cash and cash equivalents (55,758) (7,331)

Cash and cash equivalents 
Beginning of the period 189,445 413,717
End of the period ￦ 133,687 ￦ 406,386

2006 2005

See Report of Independent Accountants
The accompanying notes are an integral part of these non-consolidated financial statements.
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