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To whom it may concern Date: 3" of September, 2010

DECLARATION

I undersigned, do certify that this Audited financial statement 1s the true and
genuine one of Daewoo International Corporation.

* Attached : The audited financial statement of Daewoo International
Corporation

(English Language and Korean Language)
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Daewoo International Corporation COMPANIES HOUSE
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{Yongsan P O Box 266, 140-600)

Report of Independent Auditors

To the Shareholders and Board of Directors of
Daewoo International Corporation

We have audited the accompanying non-consolidated balance sheets of Daecwoo International Corporation
(the “Company”) as of December 31, 2005 and 2004, and the related non-consoldated statements of
income, appropriations of retained earmings and cash flows for the years then ended, expressed in Korean
won These financial statements are the responsibility of the Company’s management Our responsibility
15 to express an opinion on these financial statements based on our audits

We conducted our audits 1n accordance with auditing standards generally accepted in the Republic of
Korea Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of matenal misstatement An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation We believe that our audits provide a reasonable
basis for our opinion

in our opimion, the non-consohdated financial statements referred to above present fairly, in all matenal
respects, the financial position of Daewoo International Corporation as of December 31, 2005 and 2004,
and the results of its operations, the changes in 1ts retained earnings and 1ts cash flows for the years then
ended 1n conformity with accounting principles generally accepted 1n the Republic of Korea
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Without qualifying our opinion, we draw your attention to the following matters

As discussed 1n Note 14 to the non-consclidated financial statements, Dacwoo Corporation, Daewoo
Engineering & Construction Co, Ltd and the Company are jointly liable for Daewoo Corporation’s
outstanding liabtlities prior to its split-off, payable to certain financial institutions, including cverseas
banks, which did not participate tn the work-out agreement dated March 15, 2000 The Company has
been named as a defendant in a number of claims related to Daewoo Corporation’s split-off and continues
to negotiate with some creditors, which did not participate in the work-out agreement regarding Daewoo
Corporation’s outstanding habilities prior to the spht-off The Company therefore has established a
reserve for contingencies based upon the amounts and the probabilities of the potential contingencies

The results of the lawsuits and negotiations may differ from the amount of reserve for contingencies on
the non-consolidated interim financial statements

Accounting principles and auditing 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 1n countries and jurisdictions other than the Republic of Korea In addition, the procedures and
practices used 1n the Republic of Korea to audit such financial statements may differ from those generally
accepted and applhied 1n other countries  Accordingly, this report and the accompanying non-consolidated
financial statements are for use by those who are informed about Korean accounting principles or auditing
standards and their application 1n practice

The amounts expressed in U S dollars are provided solely for the convenience of the reader and have
been translated on the basis set forth in Note 3 to the non-consolidated financial statements

Samil DricervatiofoussCvpans

Seoul, Korea
February 3, 2006

N

This report 1s effective as of February 3, 2006, the audit report date Certain subsequent events or
circumstances, which may occur between the audit report date and the time of reading this report,
could have a matenal ympact on the accompanying non-consolidated financial statements and notes
thereto Accordingly, the readers of the audit report should understand that there 1s a possibility that
the above audit report may have to be revised to reflect the impact of such subsequent events or
circumstances, 1f any




Daewoo International Corporation
Non-Consolidated Balance Sheets
December 31, 2005 and 2004

(i mullions of Korean won, m thousands of U S. dollars (Note 3))

Assets

Current assets
Cash and cash equivalents, net (Notes 9 and 20)
Short-term financial instruments (Notes 4 and 20)
Short-term investment securities (Note 7)
Trade accounts receivable, net (Notes 5, 20 and 24)
Other accounts recervable, net (Notes 5, 20 and 24)
Accrued income (Note 5)
Advance payments, net (Notes 5, 20 and 24)
Prepand expenses, net (Note 5)
Short-term loans receivable, net (Notes 5, § and 20)
Currency forwards (Note 14)
Commeodity futures (Note 14)
Current deferred income tax assets (Note 22)
Inventories, net (Note 6)

Total current assets
Long-term financial 1nstruments (Note 4)
Long-term investment securities (Note 7)

Equity-method investments (Notes 7 and 13)
Long-term trade accounts recervable, net (Notes 5, 20,
21 and 24)
Long-term other accounts receivable, net
(Notes 5, 20, 21 and 24)

Guarantee deposits (Note 20)
Natural resources exploration investment (Note 13)
Non-current deferred income tax assets (Note 22)
Property, plant and equipment, net (Notes 9 and 26)
Intangible assets, net (Notes 10 and 26)

Total assets

2005 2004 2005 2004
W 151,728 W 159310 $ 149,780 $ 157,266
125,508 114,525 123,897 113,055
671 34 662 34
255,687 295,929 252,406 292,131
16,303 29,194 16,094 28,819
724 610 715 603
27,608 24,336 27,254 24,024
2,070 2,452 2,043 2,815
469 468 463 462
4,798 5,645 4,736 5,573
6,659 3,613 6,574 3,567
35,261 8,177 34,809 8,072
88,130 81,582 86,999 80,535
715,616 726,275 706,432 716,956
613 1,415 605 1,397
24,479 21,153 24,165 20,882
611,312 517,853 603,467 511,207
6,324 9,629 6,243 9,505
22,200 36,523 21,915 36,054
15,072 15,159 14,879 14,964
109,562 39,907 108,157 39,395
- 25,487 - 25,160
176,007 205,165 173,747 202,532
24,184 24,208 23,874 23,897
¥1,705,369  W1,622,774 § 1,683,484 § 1,601,949
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Daewoo International Corporation
Non-Consolidated Balance Sheets
December 31, 2005 and 2004

(in millions of Korean won, in thousands of U S. dollars ( Note 3}) 2005 2004 2005 2004

Laabilities and Shareholders' Equity
Current habilities

Trade accounts payable (Notes 20 and 24) W 298,162 W 309975 § 294,337 $ 305,997
Short-term borrowings (Notes 11, 13 and 20) 1,924 11,230 1,808 11,086
Other accounts payable (Notes 20 and 24) 52,392 72,574 51,720 71,643
Advances received (Note 24) 17,006 24,293 16,788 23,981
Withholdings (Note 20) 108,750 90,028 107,354 88,873
Accrued expenses (Note 20) 4,383 4,641 4,327 4,581
Income tax payables 54 - 53 -

Current portion of long-term debts, net

(Notes 11, 20 and 21) 32,958 79,474 32,535 78,454
Guarantee deposits received (Note 20) 60 45 59 44
Currency forwards (Note 14) 891 4,530 880 4,472
Commodity futures (Note 14) 3,975 2,933 3,924 2,895

Total current Liabilities 520,555 599,723 513,875 592,026
Long-term debts, net (Notes 12, 13, 20 and 21) 230,962 203,728 227,998 289,959
Long-term other accounts payable, net (Note 20) 12,493 20,591 12,333 20,327
Long-term accrued expense (Note 15) 10,247 135 10,115 133
Long-term guarantee deposits received 7,454 7,278 7,358 7,185
Non-current deferred income tax hiabihties (Note 22) 17,694 - 17,467 -
Accrued severance benefits, net (Notes 4 and 16) - - - -
Reserve for contingencies (Notes 14 and 20) 68,378 76,575 67,500 75,592
Total habilities 867,783 998,030 856,646 985,222
Commitments and contingencies (Note 14)
Shareholders' equity
Common stock (Notes 1 and 17) 474,944 474,944 468,848 468,849
Capital surplus (Note 17) 16 16 16 16
Retained earnings (Note 18) 335,795 129,382 331,486 127,722
Capital adjustments (Note 19) 26,831 20,402 26,486 20,140
Total shareholders’ equuty 837,586 624,744 826,837 616,727
Total habilities and shareholders' equity  W1,705,369 W1,622,774 $ 1,683,484 § 1,601,949
N,

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




Daewoo International Corporation
Non-Consolidated Statements of Income
Years Ended December 31, 2005 and 2004

(in nulfions of Korean won, in thousands of U S dollars (Note 3))

Sales (Notes 24, 26 and 27)
Cost of sales (Notes 24 and 27)
Gross profit
Selling and administrative expenses (Note 25)
Operating income
Non-operating income
Interest income
Dividend income
Rental income
Commuission income
Gain on foreign currency transactions
Gain on foreign curtency translation
Reversal of allowance for doubtful accounts
Gain on valuation currency forwards (Note 14)
Gain on valuation commodity futures (Note 14)
Gain on currency forwards transactions
Gain on commodity options transactions
Gain on commodity futures transaction
Gain on disposal of investment assets
Gain on valuation of equity-method nvestments (Note 7)
Gain on disposal of property, plant and equipment
Reversal of reserve for contingencies
Miscellaneous

2005 2004 2005 2004

W 5,144,532 W 5,017,210 § 5,078,511 $ 4,952,823
4,738,784 4,552,028 4,677,970 _ 4,493,611

405,748 465,182 400,541 459,212
344,281 369,154 339,863 364,417

61,467 96,028 60,678 94,795
23,180 20,826 22,883 20,559
2,569 279 2,536 275
2 2 2 2

26 34 26 34
86,874 68,623 85,759 67,742
19,431 72,865 19,181 71,930
25,359 1,942 25,034 1,917
4,798 5,645 4,736 5,573
6,646 3,613 6,560 3,567
21,935 27,723 21,654 27,367
- 50 - 49
35,567 - 35,111 -
41,315 8,195 40,785 8,090
87,979 71,095 86,850 70,183
1,128 38,550 1,114 38,055
4,433 314 4,376 310
802 951 791 939

362,044 320,707 357,398 316,592
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Daewoo International Corporation
Non-Consolidated Statements of Income
Years Ended December 31, 2005 and 2004

(in millions of Korearn won, in thousands of U S. dollars ( Note 3))

Non operating expenses
Interest expense
Loss on disposal of trade accounts receivable
Loss on valuation of equity-method investments (Note 7)
Loss on foreign currency transactions
Loss on foreign currency translation
Loss on valuation of currency forwards (Note 14)
Loss on valuation of commodity futures (Note 14)
Loss on commodity futures transactions
Loss on currency forwards transactions
Loss on commodity option transactions
Loss from redemption of borrowings
Loss on disposal of property, plant and equipment
Loss on disposal of intangible assets
Donations
Loss on impairment of investment securities (Note 7)
Factory transfer expense
Miscellaneous

Ordinary income
Extraordinary gan
Income before income tax
Income tax expense (Note 22)
Net income
Per share data (In Korean won, US$) (Note 23)
Ordinary income per share
Earnings per share
Diluted ordinary income per share
Diluted earrungs per share

2008 2004 2005 2004
W 26,894 W 35,339 26,549 34,885
28,451 17,970 28,086 17,739
10,891 13,107 10,751 12,939
94,175 82,669 92,966 81,608
8,881 60,338 8,767 59,564
891 4,530 879 4,472
3,975 2,933 3,924 2,895
32,819 15,744 32,398 15,542
19,579 17,555 19,328 17,330
- 1 - 1
2,554 502 2,521 496
3,960 420 3,909 415
2 - 1 -
42 52 41 51
978 - 965 -
420 6,237 415 6,157
1,368 2,056 1,353 2,030
235,880 259,453 232,853 256,124
187,631 157,282 185,223 155,263
- 2,131 - 2,104
187,631 159,413 185,223 157,367
15,329 45,360 15,132 44,778
W 172302 % 114,053 § 170,091 § 112,589
W 1,814 W 1,180 § 179 § 116
W 1,814 W 1202 % 179 $ 119
W 1,808 W 1,175 § 178 §$ 116
W 1,808 W 1,198 § 178 § 118

’\)
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The accompanying notes are an integral part of these non-consohdated financial statements
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Daewoo International Corporation

Non-Consolidated Statements of Appropriations of Retained Earnings

Years ended December 31, 2005 and 2004

(Dates of Appropriations. March 17, 2006 and March 18, 2005 for the years ended December 31,

2005 and 2004, respectively)

( midlions of Korean won, n thousands of U S. dollars (Note 3)) 2005 2004 2005 2004
Retained earnings before appropriations
Unappropriated retained earmings carried over from W 1173 W 958 § LIS7 $ 9,466
prior year
Changes from valuation of equity-method investments 84.277 762 83,195 752
(Note 7}
Net income 172,302 114,053 170,091 112,589
257,752 124,404 254,443 122,807
Appropnations of retained earmngs
Legal reserve 2,375 1,661 2,345 1,640
Reserve for financial structure improvement 17,230 11,405 17,009 11,259
Reserve for business expansion 213,000 60,000 210,267 59,230
Discounts on stocks 1ssued below par - 33,559 - 33,128
Cash dividends 23,747 16,606 23,442 16,393
256,352 123,231 253,063 121,650
Unappropriated retained earnings
carried forward to subsequent year W 1400 W 1,173 $§ 1,380 §$ 1,157

>

The accompanying notes are an integral part of these non-consolidated financial statements
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Daewoo International Corporation
Non-Consolidated Statements of Cash Flows
Years Ended December 31, 2005 and 2004

(m millions of Korean won, inthousands of U S doliars ( Note 3)) 2005 2004 2005 2004
Cash flows from operating activities
Net income W 172,302 W 114,053 $ 170,091 § 112,589
Adjustments to reconcile net income to net cash
provided by operating activities
Accrual of severance benefits 9,376 10,558 9,256 10,422
Depreciation 15,067 10,623 14,874 10,487
Amortization 2,295 2,503 2,266 2,471
Interest expense 15,105 16,968 14,912 16,750
Interest income (365) (675) (360) (666)
Compensation expenses associated with stock option 10,112 135 9,982 133
Loss on disposal of trade accounts receivable 28,451 17,970 28,086 17,739
Gain on foreign currency translation, net (10,548) (12,520) (10,413) (12,359)
Gain on valuation of currency forwards, net (3,907) {1,115) (3,857) (1,101)
Gaun on valuation of commodity futures, net (2,671) (680) (2,637) 671
Gan on commodity option transactions, net - (49) - (48)
Gain on currency forwards transactions, net (2,356) (10,168) (2,326) (10,038)
Loss{gain) on commodity futures transactions, net (2,748) 15,744 (2,713) 15,542
Gain on disposal of investment assets, net (41,315) (8,195) (40,785) (8,090}
Loss(gain) on disposal of property, plant and
equipment, net 2,832 (38,130} 2,795 (37,641)
Loss from redemption of borrowings 2,554 502 2,521 496
Loss on disposal of intangible assets 2 - 2 -
Loss on impairment of investment securities 978 - 965 -
Loss(gain) on valuation of equity-method
investments, net (77,088) (57,988) (76,099) (57,244)
Reversal of reserve for contingencies (4,433) (314) {4,376) (310
{58,659) (54,831) (57,907) (54,126)
7
8
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Daewoo International Corporation

Non-Consolidated Statements of Cash Flows

Years Ended December 31, 2005 and 2004

(n millions of Kovean won, in thousands of U S. dollars ( Note 3)) 2005 2004 2005 2004

Changes in operating assets and habilities

I

T W T W W T ¥ ™

Trade accounts receivable, net w7979 W 17,733 $ 7877 § 17,505
Other accounts receivable, net 11,774 2,303 11,622 2,274
Accrued income (114) (305) (112) (300)
Advance payments, net (3,142) 17,728 (3,103) 17,501
Prepaid expenses, net 782 1,981 772 1,955
Income tax payables 53 - 53 -
Inventories, net (6,548) 14,004 {6,464) 13,824
Long-term trade accounts receivable, net 3,193 21,623 3,152 21,346
Long-term other accounts receivable, net 14,456 (3,642) 14,270 (3,593)
Deferred income tax assets 8,031 45,360 7,928 44 777
Trade accounts payable (10,628) {1,836) (10,492) (1,812)
Deferred revenue - (17) - (17)
Advances received (7,287) (28,736) (7,193) (28,368)
Withholdings 20,363 40,433 20,103 39,914
Accrued expenses (234) (1,120) (231) (1,106)
Other accounts payable {20,050) 17,529 (19,793) 17,304
Payment of severance benefits (8,411) (10,847) (8,303) (10,708)
Guarantee deposits received 16 5) 16 (%)
Overseas operation translation debit (135) (474) (133) (468)
Reserve for contingencies - (6,538) - (6,454)
Dividend income 21,654 21,218 21,376 20,946
Other assets (162) (126) (161) (124)

31,590 146,266 31,184 144,388
Net cash provided by operating activities 145,233 205,488 143,368 202,852
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Daewoo International Corporation
Non-Consolidated Statements of Cash Flows
Years Ended December 31, 2005 and 2004

(in millions of Korean won, in thousands of U S dollars { Note 3)) 2005 2004 2005 2004
Cash flows from investing activities
Proceeds from short-term financial instruments W - W 65328 3 - § 64,490
Acquisition of short-term financial instruments (10,893) (141,762) (10,753) (139,943)
Collection of short-term loans receivable 2,014 1,232 1,988 1,216
Short-term loans receivable provided (2,011) (1,332) {1,985) (1,315
Disposal of short-term investment securifies 12 133 12 131
Decrease 1n currency forwards 27,580 29,631 27,226 29,251
Increase in currency forwards {24,110) (19,538) (23,801) (19,287)
Decrease in commodity futures 39,167 2,422 38,664 2,391
Increase 1n commodity futures (35,752) (46,960) (35,293) (46,358)
Decrease in commodity optiens - 50 - 49
Increase in commeodity options - (1) - §))
Proceeds from long-term financial instruments - 2 - 2
Acquisition from long-term financial instruments - (1,400) -- (1,382)
Acquisition of equity-method investments (6,061) (553) (5,983) - (546)
Disposal of nvestment securities 1,582 4,397 1,562 4,341
Acquisition of 1nvestment securities (141) (75) (139) (74)
Disposal of equity-method investments 69,123 9,793 68,236 9,667
Proceeds from guarantee deposits 1,832 17,638 1,808 17,412
Payments for guarantee deposits (1,768) (5,701) (1,745) (5,628)
Dnsposal of property, plant and equipment 18,503 123,739 18,266 122,151
Acquisition of property, plant and equipment (7,333) {50,223} (7,240) (49,578)
Acquisition of intangible assets (3,450) (1,055) (3,405) (1,042)
Disposal of natural resources exploration investment - 8,765 - 8,653
Acqusition of natural resources exploration investment (69,657) (36,394) {68,763) (35,927)
Net cash used in investing activities (1,363) (41,864) (1,345) (41,327)

10
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Daewoo International Corporation

Non-Consolidated Statements of Cash Flows

Years Ended December 31, 2005 and 2004

(n milhons of Korean won, m thousands of U S dollars (Note 3))

Cash flows from financing activities
Proceeds from short-term borrowings
Repayment of short-term borrowings
Decrease 1n long-term other accounts payable
Proceeds from long-term guarantee deposits received
Repayments of long-term guarantee deposits received
Proceeds from long-term debts
Repayment of long-term debts
Repayment of current portion of long-term debts
Receipt of government subsidies
Use of government subsidies
Discount on stock 1ssuance
Redemption of debt-to-equity swap habilities
Payment of dividends
Net cash used 1n financing activities
Net increase(decrease) 1n cash and cash equivalents
Cash and cash equivalents (Note 28)
Beginning of year
End of year

2005 2004 2005 2004
W 30313 W 61,009 $ 29924 % 60226
(39,619)  (57,876) (39,111)  (57,133)
(177) (2,029) (175) (2,003)
1,262 1,316 1,246 1,299
(1,086) (1,521) (1,072) (1,501)
2,406 2,165 2,375 2,137
(34,993)  (13,593) (34,544)  (13,419)
93,051)  (83,931) (91,857)  (82,854)
1,156 1,048 1,141 1,035
(240) (329) (237) (325)

- (24) - 24)

(520) (319) (513) (315)
(16,606) - (16,393) -
(151,155)  (94,084) (149216)  (92,877)
(7,285) 69,540 (7,193) 68,648
159,897 90,357 157,845 89,197

W 152,612 W 159,897 $ 150,652 8 157,845

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

11

S



YO YT W T v W

-~ —

—y

Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

1. The Company

Daewoo International Corporation (the “Company”) was incorporated on December 27, 2000, after
it was split-off from Daewoo Corporation It 1s engaged 1n various business activities, such as
export service, export agent service, intermediary trade, and manufacturing, distribution, and naturat
resource development The primary products sold by the Company include steel, metals, chemicals,
transportation equipment, machinery, ships, plants, electronics, textiles and special goods

On March 23, 2001, the Company listed its shares on the Korean Stock Exchange The par value of
the Company’s common stock outstanding as of December 31, 2005, amounted to W474,944
milhion

As of December 31, 2005, the Company’s major shareholder 1s Korea Asset Management
Corporation (KAMCO), which owns 35 5% of the total outstanding shares

2. Summary of Significant Accounting Policies

The sigmificant accounting policies followed by the Company 1n the preparation of its non-
consohidated financial statements are summarized below

Basis of Financial Statement Presentation

The Company maintains 1its accounting records in Korean won and prepares statutory financial
statements in the Korean language (Hangul) in conformity with accounting principles generally
accepted in the Republic of Korea Certain accounting principles apphed by the Company that
conferm with financial accounting standards and accounting principles 1n 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 from the Korean language non-consolidated financial statements

Certain information attached to the Korean language financial statements, but not required for a fair
presentation of the Company's financial position, results of operations, or cash flows, 15 not
presented 1n the accompanying non-consolidated financial statements

Accounting Estimates
The preparation of the financial statements requires management to make estimates and agsg\mptlons
that affect amounts reported therein Although these estimates are based on management’s;best
knowledge of current events and actions that the Company may undertake 1n the future, a},étﬁa]
results may differ from those estimates Y

12




Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004
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Application of the Statements of Korean Financial Accounting Standards

The Korean Accounting Standards Board has published a series of Statements of Korean Financial
Accounting Standards (“SKFAS”), which wiil gradually replace the existing financial accounting
standards established by the Korean Financial Supervisory Commussion As SKFAS Nos 10, 12
and 13 became applicable to the Company on January 1, 2004, the Company adopted these
Standards 1n 1ts financial statements for the year ended December 31, 2004

And as SKFAS Nos 15 through 17 became effective for the Company on January 1, 2005, the
Company adopted these Standards in 1ts financial statements for the year ended December 31, 2005

Cash and Cash Equivalents, and Short Term Financial Instruments

Cash and cash equivalents include cash on hand, cash 1n banks, and highly iquid temporary cash
investments with oniginal maturities of three months or less Investments which are readily
convertible into cash within four to 12 months of purchase are classified in the balance sheet as
short-term financial tnstruments The carrying amount of these investments approximates fair value

Revenue Recognition
Sales of merchandise and manufactured products are recognized when significant risks and rewards
of ownership of the goods are transferred to the buyer

Allowance for Doubtful Accounts

The Company provides an allowance for doubtful accounts based on the aggregate estimated
collectibility of individual accounts and historical experience The Company increases the
allowance for doubtful accounts when the written-off receivables are collected but 15 reversed at the
end of the period The Company also recognizes the difference between the present value of future
cash flows and book value of receivables as bad debt expenses when the receivables are restructured
by the Company through a work-out agreement, reorganization, and agreement between relevant
parties

Inventories

Inventories are stated at the lower of cost or market, with cost being determined using the first-n,
first-out method, except for materials-in-transit which are stated at actual cost determined using the
specific identification method If the net realizable value of inventory 1s less than 1ts cost, a contra
inventory account representing the valuation loss, 1s created to reduce the inventory to its net
realizable value The said valuation loss 15 recorded as cost of sales [If, however, the circumstances
which caused the valuation loss cease to exist, causing the market value to nise above the carrying
amount, the valuation loss 1s reversed limited to the original carrying amount before valuation The
said reversal 15 a deduction from cost of sales

13
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

Investments 1n Affihates and Other Investments

The Company accounts for equity and debt secunties under the provision of SKFAS No 8,
Investments in Securities This statement requires investments in equity and debt secunities to be
classified into three categories trading, available-for-sale and held-to-maturity

Secunties are imuially carried at cost, including incidental expenses, with cost being determined
using the moving average method Debt securities, which the Company has the intent and ability to
hold to matunty, are generally carried at cost, adjusted for the amortization of discounts or
premiums Premiums and discounts on debt securities are amortized over the term of the debt using
the effective interest rate method Trading and available-for-sale securities are carried at fair value,
except for non-marketable secunties classified as available-for-sale securities, which are carried at
cost Non-marketable debt securities are carried at a value using the present value of future cash
flows, discounted at a reasonable interest rate determined considering the credit ratings provided by
independent credit rating agencies

Unrealized valuation gains or losses on trading securities are charged to current operations, and
those resulting from available-for-sale secunities are recorded as a capital adjustment, the
accumulated amount of which shall be charged to current operations when the related securities are
sold, or when an impairment loss on the securities 1s recognized Impairment losses are recognized
in the income statement when the recoverable amounts are less than the acquisition cost of securities
or adjusted cost of debt securities for the amortization of discounts or premums

Investments 1n equity securities of companies, over which the Company exercises significant control
or influence, are recorded using the equity method of accounting Under the equity-method, the
Company records changes 1n its proportionate ownership 1n the book value of the investee in current
operations as capital adjustments or as adjustments to retained earmings, depending on the nature of
the underlying change in book value of the investee The Company discontinues the equity method
of accounting for investments in equity-method mvestees when the Company’s share in the
accumulated losses of the investees equals the costs of the investments, and until the subsequent
cumulative changes 1n 1ts proportionate net income of the investees equals its cumulative
proportionate net losses not recognized during the periods when the equity-method was suspended

Differences between the imitial purchase price and the Company’s imitial proportionate ownership in
the net book value of the tnvestee are amortized over 20 years using the straight-line method

Unrealized profit ansing from sales by the Company to 1ts consohdated subsidianes 1s fully
ehminated The Company’s proportionate unrealized profit anising from sales by the equity-method
investees to the Company or sales between equity-method investees is also ehminated to the extent
of the Company’s ownership \

Foreign currency financial statements of equity-method investees are translated into Korean won
using the foreign exchange rates in effect as of the balance sheet date for assets and liabilities, and
annual average exchange rates for income and expenses Any resulting translation gain or loss 1s
included 1n the capital adjustment account, a component of shareholders’ equity
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Daewoo International Corporation

Notes to Non-Consoclidated Financial Statements
December 31, 2005 and 2004

Property, Plant and Equipment

The cost of property, plant and equipment includes purchase costs or manufacturing costs, incidental
costs directly related to preparing the property, plant and equipment for use, and the discounted
estimated costs to remove, dismantle or restore property, plant and equipment at the end of the
estimated useful lives of the related assets, when these costs meet the conditions for the recognition
of habilities

Property, plant and equipment are stated at cost, net of accumulated depreciation Depreciation 1s
computed using the straight-line method and decliming balance method, over the esumated useful
lives of the assets, as described below

Depreciation method Estimated useful lives
Buildings and structures Straight-line method 15 - 54 years
Others Declhiming balance method 2 - 8 years

Routine maintenance and repairs are charged to current operations as incurred Betterments and
renewals, enhancing the value of the assets over their recently appraised value, are capitalized

The Company assesses the potential impairment of property, plant and equipment when there 15
evidence that events or changes in circumstances have made the recovery of an asset’s carrying
value unlikely The carrying value of the assets 1s reduced to the estimated realizable value, and an
impatrment loss 1s recorded as a reduction 1n the carrying value of the related asset and charged to
current operations However, the recovery of the impaired assets 15 recorded 1n current operations
up to the cost of the assets, net of accumulated depreciation before impairment, when the estimated
value of the assets exceeds the carrying value after impairment In case the Company receives
government subsidies, these are presented 1n the financial statements as a deduction of the related
assets and 1t 15 offset against depreciation expense during the estimated useful life of the asset

Leases

The Company accounts for lease transactions as either operating leases or capital leases, depending
on the terms of the underlying lease agreement Machinery and equipment, acquired under capital
lease agreements, are recorded at cost as property, plant and equipment, and depreciated using the
dechming-balance method over their estimated useful lives In addition, the aggregate lease
payments are recorded as obligations under capital leases, net of accrued interest Accrued interest
is amortized over the lease period using the effective interest rate method

Machinery and equipment acquired under operating lease agreements are not included 1n property,
plant and equipment Rather, the related lease rentals are charged to expense when incurred
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

Intangible Assets

Intangible assets, consisting of development costs, mimng rights and other intangible assets, are
stated at cost, net of accumulated amortizaton The amortization method and estimated useful lives
are as follows

Amortization method Estimated useful lives
Development costs Straight-line method 5 years
Goodwill Straight-line method 5 years
Mining rights Straight-line method 20 years
Other intangible assets Straight-hine method 5~20 years

Research and development costs are charged to current operations when incurred, and are included
1n operating expenses. Development costs directly relating to a new technology or a new product
whose esttmated future benefits are probable are capitalized as intangible assets Amortization of
development costs 1s computed using the straight-line method over five years from the
commencement of commercial production of related products or use of the related technology

The Company assesses the potential impairment of intangible assets when there 1s evidence that
events or changes 1n circumstances have made the recovery of an asset’s carrying value to be
unhkely The carrying value of the assets 1s reduced to the estimated realizable value, and an
impairment loss 1s recorded as a reduction 1n the carrying value of the related asset and charged to
current operations However, the recovery of the impaired assets would be recorded in current
operations up to the cost of the asset, net of accumulated amortization before impairment, when the
estimated value of the assets exceeds the carrying value after impairment

Discounts on Debentures
Discounts on debentures are amortized over the repayment period using the effective interest rate
method Amortization 1 included in interest expense

Accrued Severance Benefits

Employees and directors with at least one year of service are entitled to recerve a lump-sum
payment upon termination of their employment, based on their length of service and rate of pay at
the time of termination  Accrued severance benefits represent the amount which would be payable
assuming all eligible employees and directors were to terminate their employment as of the balance
sheet date

The Company has made deposits to the National Pension Fund in accordance with the National
Pension Funds Law The use of the deposit 1s restricted to the payment of severance benefits
Accordingly, accrued severance benefits 1n the accompanying balance sheet are presented net of this
deposit

Accrued severance benefits are funded through a group severance insurance plan and are presented

as a deduction from accrued severance benefits
/

~
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

Compensation Costs for Stock Options

Compensation costs for stock options granted to employees and executives are recognized on the
basis of intrinsic value  Under the intrinsic value basis method, compensation costs for stock option
plans are determined as the difference between compensation price of stock on closing date and
exercise price The difference 1s recognized as selling and general administrative expenses and long
term accrued expenses 1n proportion during contract period On the other hand, the vanance of
market value after contract period 1s recognized as expenses on accrual fiscal year or subtracted
from related expenses

Foreign Currency Translation

Monetary assets and habilities denominated n foreign currencies are translated into Korean won at
the exchange rates in effect at the balance sheet date (W 1013 US$1 as of December 31, 2005,

W 1,043 8 USS1 as of December 31, 2004), and the resulting translation gains and losses are
recognized in current operations ‘

Present Value Discount

Recervables and payables arising from long-term installment transactions, long-term cash loans or
borrowings and other similar transactions are stated at present value 1f the difference between the
nominal value and present value 1s material Such differences are presented as present value
discounts and are directly deducted from the nominal value of the related recetvables or payables
The present value discount account 1s amortized using the effective interest rate method and the
resulting amortization 1s recorded as interest expense or interest income

Restructuring of receivables and payables

When contract terms such as the principal amount, interest rate, and repayment terms are changed
unfavorably against the creditor due to the commencement of a reorganization plan, procedures of
composition, mutual agreements between debtors and creditors or other similar reasons, the related
receivables and payables are stated at present value 1f the difference between the nominal value and
present value 1s material The difference between the nominal value and present value 1s recognized
in current operations as bad debt expenses or gain from debts waived

Translation of Foreign Currency Financial Statements

Accounts of overseas business branches and offices are maintained in the currencies of the countries
in which they conduct their operations In translating the foreign currency financial statements of
these foreign business branches or offices into Korean won, income and expenses are translated at
the average exchange rate during the year and assets and habilities are translated at the rate
prevailing at the balance sheet date Resulting translation gains and losses are offset against each
other and the net amount is recorded as overseas business translation debuts (credits), presented as
capital adjustment 1n shareholders’ equity Overseas business translation debits (credits) are offset
against subsequent overseas business translation debits (credits) untl they are recognized as gains or
losses at the time when the foreign business branches or offices are liquidated

.

-
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

Debts to be Converted into Equity
Debts to be converted into equty, specifically into the Company’s common stock, are recorded as a
capital adjustment

Denvatives
Derivative financial instruments for trading or hedging purposes are valued at estimated market
price and resulting unrealized gains or losses are recognized 1n current operations

Income taxes

The Company recogmzes deferred income tax assets and liabilities, which represent temporary
differences between the financial reporting and tax bases of assets and habilites Deferred income
tax assets and liabilities are computed on such temporary differences, including available net
operating loss carryforwards and tax credits, by applying enacted statutory tax rates applicable to the
years when such differences are expected to reverse Deferred income tax assets are recognized
when 1t 15 almost certain that such deferred income tax assets wilt be realized The total income tax
provision includes the current income tax expense under applicable tax regulations and the change in
the balance of deferred income tax assets and hiabilities during the year

Deferred income tax assets and habilities are class:fied into current and non-current portions, and
are presented 1n their net amounts

Contingent liabilities and contingent assets

When there 15 a probability that an outflow of economic benefits will occur due to a present
obligation resulting from a past event, and which 1s reasonably estimable, a corresponding amount
of provision 1s recognized 1n the financial statements However, when such an outflow or an inflow
15 either dependent on a future event, 1s not certain to occur, or cannot be rehiably estimated, a
disclosure regarding the contingent hability 1n case of an outflow, or the contingent asset 1n case of
an 1nflow, 1s made 1n the notes to the financial statements
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Daewoo International Corporation
Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

3. United States Dollar Amounts

The Company operates primarily in Korean won and its accounting records are maintamed n
Korean won The U S dollar amounts, provided herein, represent supplementary information,
solely for the conventence of the reader All won amounts are expressed in U S dollars at the rate
of W1,013 USS$1, the exchange rate in effect on December 31, 2005 Such presentation 1s not in
accordance with accounting principles generally accepted 1n either the Republic of Korea or the
United States, and should not be construed as a representation that the won amounts shown could be
converted, realized, or settled in U § dollars at this or any other rate

The 2004 U S dollar amounts, which were previously expressed at ¥ 1,043 8 US§1, the rate 1n
effect on December 31, 2004, have been restated to reflect the exchange rate in effect on December
31, 2005

4. Restricted Financial Instruments

Restricted financial instruments as of December 31, 2005 and 2004, consist of the following

{in mitlions of Korean won)

Type Institutions 2005 2004

Short-term financial instruments

Time deposits and others Korea Exchange Bank and other W 2,387 W 2,390
Long-term financial instruments

Key money deposit for checking Woort Bank and other 16 16

accounts

Severance nsurance deposits Kyobo Life Insurance and others 598 1,400

Severance insurance deposits Kyobo Life Insurance and others 38,832 37,658

W 41,833 W 41,464

As of December 31, 2005, %2,387 million of time deposits is restrnicted from withdrawal 1n relation
to the busimess of Masan Department Store

Key money deposit for checking accounts 1n long-term financial instruments 1s restnicted for the

maintenance of checking accounts, and severance insurance deposits can only be used for benefit
payments to retirees (Note 16)
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Notes to Non-Consolidated Financial Statements

December 31, 2005 and 2004

5. Recewvables

The Company’s receivables, including trade accounts and notes receivable, as of December 31,

2005 and 2004, consist of following

(in millions of Korean won)

Trade accounts receivable

Other accounts receivable

Accrued income

Advance payments

Prepaid expense

Short-term loans receivables
Long-term trade accounts receivable
Long-term other accounts receivable

(in millions of Korean won)

Trade accounts receivable

Other accounts receivable

Accrued income

Advance payments

Prepaid expense

Short-term loans receivables
[ong-term trade accounts receivable
Long-term other accounts receivable

2005
Gross Allowance for Carrying

amount doubtful accounts value
W 302,185 W (46,498) W 255,687
58,274 (41,971) 16,303
724 - 724
31,672 (4,064) 27,608
3,932 (1,862) 2,070
469 - 469
9,048 (2,724) 6,324
30,761 (8,561) 22,200
W 437,065 W (105,680) W 331,385

2004
Gross Allowance for Carrying

amount doubtful accounts value
W 319,704 W (23,775 W 295,929
71,886 (42,692) 29,194
610 - 610
35,936 (11,600) 24,336
4,714 (1,862) 2,852
482 (14) 468
32,468 (22,839) 9,629
45,742 (9,219) 36,523
W 511,542 W (112,001 W 399,541
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Daewoo international Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

6. Inventories

Inventones as of December 31, 2005 and 2004, consist of the following

(in mullions of Korean won) 2005 2004
Merchandise W 72,981 W 61,469
Fimshed goods 3,214 3,310
Work-1n-process 6,260 7,718
Raw matenials 4,752 6,425
Supplies 288 198
Matenals-in-transit 1,328 3,153
88,823 82,273
Less Allowance for obsolescence (693) (691)
W 88,130 W 81,582
7. Investment Securities
Investment securities as of December 31, 2005 and 2004, consist of the following
(in millions of Korean won) 2005 2004
Short-term investment securities
Held-to-maturity W 671 W 34
Long-term investment securities
Held-to-maturity W 109 W 751
Available-for-sale capital investments 2,845 2,845
Available-for-sale marketable equity secunities 9,384 4,566
Available-for-sale non-marketable equity
securities 12,141 12,991
W 24,479 W 21,153
Equity-method investments
Equity securities W 611,312 W 517,853

Investments 1n held-to-maturity securities which will mature within one year, are classified as short-

term 1nvestment securities
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

Held-to-maturity securities
Held-to-matunty secunties as of December 31, 2005 and 2004, consist of the following

(in millions of Korean won) 2005 2004
Acquisition cost Carrymng value Carryng value
Pubhic bonds W 780 W 780 W 785

The maturities of held-to-maturity securities as of December 31, 2005, are as follows

(in millions of Korean won)

Maturity Carrymg value
Within | year W 671
1 year ~ 5 years 109
W 780

Available-for-sale securities
Available-for-sale securities as of December 31, 2005 and 2004, constst of the following

2005 2004
Before Carrying Carrying
(in millions of Korean won) valuation Dafferences value value
Nok-san Dyeing Association W 2,845 W - W 2,845 W 2,845
Stock Market Stabilization Fund - - - -
W 2,845 W - W 2,845 W 2,845
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Available-for-sale marketable equity securities (excluding equity-method investments)
Available-for-sale marketable equity securities as of December 31, 2005 and 2004, consist of the
following

2005 2004
(in millions of Korean
won) Percentage
of Market or
Numberof ownership Acquisition  netasset  Valuation Carrying Carrymg
Investee shares (%) cost value gam(lossi)3 value value
Keangnam Enterprises, Lid ; 2
- preferred stock 608,000 423 W 6627° W 8238 W 1611 W 3238 W 4,031
Shinsung Tongsang Co, Ltd
- commeon stock 8,005 006 40 31 )] 31 10
Tongyang Investment Bank
Co,Ltd
- common stock 111,450 010 - L1115 1,115 1,115 -
Husteel Co , Ltd
- common stock * - - - - - - 525

W 6667 W 9384 W 2717 W 9384 W 4,566

'The ownership ratio for Keangnam Enterprises, Ltd was calculated on the assumption that all the
prefered stocks owned will be converted into common stocks after the merger with Dae-a
Engineering & Construction Co , Ltd

2The dechine 1n fair value of the preferred stock of Keangnam Enterprises, Ltd 1n 2002 was deemed
permanent Thus, the difference between the acquisition cost of these investment securities and the
fair value 1s recorded as loss on impairment of investment securities for the year ended December 31,
2002, amounting to W31,373 million

*The effect of applying SKFAS No 16, Deferred Income Tax, 1s not reflected
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

Available-for-sale non-marketable equity securities (excluding equity-method mvestments)
Available-for-sale non-marketable equity securities as of December 31, 2005 and 2004, consist of

the following

(ir millions of Korean won)

Investee

Daewoo Logistics Co , Ltd

The Korea Economic Daily Co, Lid

Korea Delphi Automotive Systems
Corp

Hamil Daewoo Cement Mfg Co, Ltd

Shinpoong Dacwoo Pharma Co , Lid

Chemcross Com Ine

CJ Philippines Incorporation

VSC-Posco Steel Corp

Daewoo Motors Beneficiary
Certificate

Daewoo Moters Commercial Vehicle
Beneficiary Ceruficate

Daewoo Motors Co , Ltd

3Eye System Co , Ltd

Tongyang Orion Investment
Securities Co, Ltd

The Institute for Social Development
and Policy Research

Xian Xiyu Express Co, Ltd

Quingdao Puyoung Plastic Co , Ltd

Nara Investment Banking Corp

Nara Investment Banking Corp
(preferred shares)

Pomatics Co , Ltd

Daewco (Malaysia) Sdn Bhd

Daewoo Canada Ltd

NI Co,Ltd

Daewoo (Thailand) Co , Ltd

Daewoo El Salvador S A DeCV

2005 2004
Numberof  Percentageof Acquisihon Marketornet Carrying Carrymng

shares ownership (%) cost asset value value value
45,600 1993 w228 Wo1,353 W 228 W 95
178,881 096 1,952 975 975 1,952
1,835,520 770 9,178 19,365 9,178 9,178
300,000 1500 135 800 135 135
- 708 343 312 343 343
200,000 127 226 150 226 226
109,200 1000 349 1,014 349 349
- 1000 1 1,472 1 1
. - 705 705 705 705
- - 1 1 1 7
186,972 020 - - - -
38,400 16 00 800 - - -
2,000 167 20 - - -
- 328 35 - - -
380,000 100 00 48 - - -
4,000 100 00 17 - - -
- 50 00 3,099 - - -
24,500 4500 83 - - -
31,262 88 00 3,021 - - . -
w 20,241 W 26,147 W 12,141 W 12,991

5 S

4 )
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For the non-marketable investment securities of 3Eye System Co, Ltd and Pomatics Co, Ltd and
others, the Company recognized a loss on impairment of these investment securities in prior years
The Company recognized a loss on impairment of securities of the Korea Economic Daily Co, Ltd
for the year ended December 31, 2005 The Korea Economic Daily Co, Ltd and Tongyang Orion
Investment Secunties Co, Ltd reduced their capital stocks without any refund in the current year
The non-marketable investment securities of Tongyang Orion Investment Secunties Co , Ltd were
reclassified to marketable investment securities because Tongyang Orion Investment Securnties Co,
Ltd was merged with Tongyang Investment Bank Co, Ltd at merger ratio of 1 00743 1n the
current year In addition, the Company disposed of its non-marketable investment secunties 1n Xian
Xi1yu Express Co, Ltd and Qingdao Puyoung Plastic Co, Ltd 1n 2005

Investment secunties in Daewoo El Salvador S A De CV were reclassified from equity-method
investments to non-marketable investments due to 1ts planned liquidation as approved by its
shareholders 1in April 2005

Equity-method investments
Equity-method investments as of December 31, 2005 and 2004, consist of the following

2005 2004
(in millions of Korean won) Percentage of Market or
Number of ownership Acquisition net asset Carrying Carrying
Investee shares (%) cost value value value
Kyobo Life Insurance Co , Ltd 4,440,000 24 00 W124,188 W326,351  W326,351 W 303,061
Shanghai iaotong Dayu Express Co ,

Ld - 5000 4,160 7,177 7,177 7,074
Chengdu Chengyu Transportation Co,

L - 5000 3,826 7.16% 7,169 7.075
Myanmar Korea Timber Intemational

Ltd 270 4500 3,460 2,226 2,226 2,449
Koswida Agrochemical Co, Ltd - 3000 104 612 612 613
Shanghai Lansheng Daewoo

Corporation - 4900 4,828 6,164 6,164 6,106
Shanghar Waigaogiao Free Trade

Zone Lansheng Daewoo  Int'l

Trading Co , Ltd - 4% 00 299 231 231 -
Hanjung Power Pty , Ltd 16,455,224 4% 00 - 6,381 6,381 7211
Tianpn Jinwoo Transportation Co , Ltd - 5000 3,587 3,169 3,169 3,180
Vogue Century Co, Ltd 10,052,436 5000 1,220 1,355 1,355 1,291
Korea LNG Ltd 2,400 2000 - 2,360 2,360 1,787
Daewoo Intemational (Amenca) R

Corporation 555,000 100 00 - 20,149 20,149 18914
Daewoo Intemational (Deutschland) .

GmbH - 100 00 2,496 514 . .- 514 2,531
Daewoo International Japan Corporation 9,600 100 00 4,809 3,730 3,730 4,450
Daewoo Intemational Singapore Pte

Ltd 3,500,000 100 00 2,37 2,293 2,293 2,020
Myanmar Daewoo International Ltd 495 5500 3,556 3,492 3,492 955
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Notes to Non-Consolidated Financial Statements

December 31, 2005 and 2004

(in nullions of Korean won)

Investee

Daewoo Cement (Shandong) Co, Ltd

Geara Tannery Co, Ltd

Daewoo (China) Co, Lid

Myanmar Daewoo Ltd

Daewoo Textile Company

Suzhou Jmwoo Weaving, Pnnting &
Dyeing Co , Ltd

Daewoo Paper Manufactunng Co , Ltd

Daewoo Unitel Company

Dagwoo Textile (HK) Ltd

Daewoo (Dalian) Bag & Tent
Manufactuning Co, Ltd

Daewoo Itaha SR.L

PT Rismar Daewoo Apparel

Tianjin Dagwoo Paper Manufactunng
Co,Ltd

General Medicines Co , Ltd

Myanmar Daewoo Construction
Machinery Co, Ltd

Daytek Electronics Corporation'

Daewoo Apparel Vietnam Ltd

P T International Steel Indonesia

2005 2004
Percentage of Market or
Nuember of  ownership Acquisition net asset  Carrying  Carrying
shares (%) cost value value value
- 100 00 37,422 118,342 118,342 61,232
6,000 60 00 - 1,531 1,531 -
- 100 00 15,099 36,614 36,614 28,251
2,826 100 00 976 4,773 4,773 4,907
- 100 00 - 10,211 10,211 -
- %015 5,204 (5,175) - -
184,819,978 5992 9,666 29,253 29,253 16,535
- - - - - 31,199
780,000 100 00 - (4,282) - -
- 100 00 1,844 3,257 3,257 3,145
2,040,000 100 00 2,119 1,622 1,622 986
35,260 88 15 - 5,775 5,775 1,425
- 5094 674 593 593 189
1,650 3300 262 1,197 1,197 1,267
297 5500 465 (426) - -
1,000,000 100 00 519 (2,137) - -
- 100 00 2,911 2,171 2,171 -
- 5100 2,600 2,600 2,600 -
W 238,695 W 599,292 W 611312 W 517,853

'Excludes the preferred Stock of Daytek Electronics Corporation

The Company disposed of 1ts equity-method investment securities in Daewoo Unitel Company
during the year ended December 31, 2005 The securities of Kyobo Life Insurance Co, Ltd and
Daewoo Cement (Shandong) Co, Ltd are pledged as collaterals in relation to various borrowings
and guarantee obligations (Note 13)
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Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

Changes 1n the valuation of equity-method investments for the years ended December 31, 2005 and
2004, consist of the following

(in nutlions of Korean won}

Investee

Kyobo Life Insurance Co ,
Ld

Shangha Jiaotong Dayu
Express Co, Lud

Chengdu Chengyu
Transportation Co, Ltd

Myanmar Korea Timber
Internatonal Ltd

Kosvida Agrochemucal Co,
Ltd

Shanghai Lansheng Daeswoo
Corporation

Shanghay Wargaogiao Free Trade
Zone Lansheng Dacwoo Int’l
Trading Co, Ltd

Hanyung Power Pty , Ltd

Tianjm Jnwoo Transportation
Co,Ltd

Vogue Century Co, Lid

Kerea LNG Ltd

Daewvoo International
(Amenca} Corporation

Daewoo International
(Deutschland) GmbH.

Daewoo International Japan
Corporation

Dacwoo Intemational
Singapore Pte Ltd

Mpyanmar Dacwoo
International Ltd

Daewoo Cement (Shandong)
Co,Ltd

Gezira Tannery Corporation

Daewoo (China) Co, Ltd

Myanmar Pracwoo Lid

Dacwoo Textile Company

Suzhou Jmwoo Weaving,
Prntmg & Dyeing Co, Ltd

Dacwoo Paper Manufacturing
Co, Ltd.

Daewoo Unitel Company

Daewoo Textle (HK) Ltd

Daewoo (Dalian) Bag & Tent
Manufactunng Co , Ltd

Daewoo Italia S.R.L

PT Rismar Daewoo Apparel

2005
Gan(os)on
vauaton of Divdends/
Beginmng equity-method  Aoqustons capital Retamed Capital Ending
balance mestment (disposal) reduction earnmgs'  adjustments’ balance
W 303,061 W60,179 w - W (6,660 W (293) W (29,936) W 326,351
7,074 677 . (523) - €D 7,177
7,075 1,301 - (1,133) - (74) 7,169
2,449 (152) - . - 7D 2,226
613 21 - - - (22) 612
6,106 86 - - - (28) 6,164
. 454 . . . (223) 231
7,211 2,105 - (2,887 - (48) 6,381
3,180 26 - 12) . (25) 3,169
1,291 70 - - . ® 1,355
1,787 10,705 - (10,066) . (66) 2,360
18,914 1,448 - - . (213) 20,149
2,531 (1,694) - - - (323) 514
4,450 40 - - - (760) 3,730
2,020 337 - - - (64) 2,293
955 (304) - . 2,870 29 3,492
61,232 8,025 - - 48,853 232 118,342
. (828) - . 2,192 433) 1,531
28,251 738 - . 7,192 (167) 36,614
4,907 180 - - - (314) 4,773
- (3,509 - . 10,208 3,512 10,211
16,535  (1,014) ; ; 14,040 (308) 29,253
31,199 (31,199) . . //i .
3,145 122 - (202) - 192 3,257
986 1,060 - - - (424) 1,622
1,425 (1,867 - (171 6,520 (132) 5,775

27



—w e W W

—— e W W

_———— T W T — W T

- -

Daewoo International Corporation

Notes to Non-Consolidated Financial Statements

December 31, 2005 and 2004

2008
(i millions of Korean won) (v;‘;ln(tt:l): Drvadends/
Beginning eqpoiy-method  Anquistnns capital Retamed Capital Endmng
Investee balance avestment (disposak) reduction earnings' adjustments’ balance
Thanym Dazwoo Paper

Manufacturng Co , Ltd 189 405 - - - )] 593
General Medicines Co, Ltd 1,267 (172) - - - 102 1,197
Myanmar Daewoo

Constrnuchion Machinery Co,

Ltd. - - - - - - -
Daytek Electronics Corporation - (519 519 - - - -
Daewoo Apparel Vietnam

Lid - (832) 2,941 - - 62 2,171
P T International Steel Indonesia - - 2,600 - - - 2,600

W 517853 W 77,088 W (25,139) W (21,654) W 92,782 W (29618) W 611312
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements

December 31, 2005 and 2004

(in millions of Korean won}

Investee

Kyobo Life Insurance Co ,
Lid

Shangha Jiaotong Dayu
Express Co,, Lid

Chengdu Chengyu
Transportation Co , Ltd

Myanmar Korea Timber
Intemanonal Ltd

Kosvida Agrochemical Co,
Ltd

Shangha Lansheng Daewoo
Corporation

Shangha: Waigaogiao Free Trade

Zone Lansheng Daewoo Int’]
Tradng Co, Ltd

Hanyung Power Pty , Ltd

Tharyin Jiwoo Transportation
Co,Ltd

Vogue Century Co, Ltd

Korea LNG Lid

Daewoo Internatonal
(Amenica) Corporation

Dagwoo Internanonal
(Deutschland) GibH

Daewoo International Japan
Corporation

Dagwoo International
Singapore Pte Ltd

Myanmar Daewoo
Internanonal Ltd

Daewoo El Salvador S.A De
cv

Daewoo Cement (Shandong)
Co,Lud

Gezira Tannery Corporation

Daewoo (China) Co, Lid

Myanmar Daewoo Ltd

Daewoo Textile Company

Suzhou Jmwoo Weaving,
Printmg & Dyemg Co , Ltd

Dacwoo Paper Manufactunng
Co,Ltd

Daewoo Unitet Company

Daewoo Textile (HK) Ltd

Dacwoo (Daltan) Bag & Tent
Manufacturmg Co , Ltd

Daewoo Italia SRL

PT Rismar Dagwoo Apparcl

29

2004
Gan{los)on
vaheton of Dmvidends/
Beginnmg eqoty-method  Acpustions capital Retained Capital Ending
balance nvestment reduction earnungs’ adjustments' balance
W 251,222 W 39,048 W (5,550 W 34 W 18,307 W 303,061
7872 678 (458) - (1,018) 7,074
7,408 1,382 (703) - (1,012) 7,075
2679 {77 - - (153) 2,449
781 19 {(86) (101} 613
6839 169 (8) - (894) 6,106
- 185 (185) - - -
7,125 359 (2,746) - (1,059 7.211
3,548 104 249 - (448) 3,180
1,387 92 - - (188) 1,291
47 12,265 (10,560) - 35 1,787
21,806 (773) - - 2119 18914
2930 {228) - - am 2,531
43874 89 - - (513) 4,450
2173 197 - (350) 2,020
503 192 - (140) 955
82,240 (6,626) . - (14,382) 61232
26378 1275 (230) - G,172) 28251
4,794 924 - - (811) 4,907
2402 (2,195 - - 207y -
13371 3335 (564) - 393 16,535
31,199 - - - - 31,199
>
3969 (210) (104) - (510) 3,145
1,065 53 - - (132) 986
712 1,159 - -7 (446) 1,425



Daewoo International Corporation
Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

2004
(tn millions of Korean won) Gm;‘ Drvidends/
Beginning eqputy-method  Aapuatons capital Retamed Caprtal Endmg
Investee balance mvestment {digposak) reduction esrnmgs' adjustments’' balance
Thanjm Daewoo Paper
Manufacturmg Co, Ltd 122 (98) 553 - (405) 17 189
General Medicmes Co, Lid 262 38 - - 1,422 (455) 1,267
Myanmar Daewoo
Construction Machwmery Co,
Ld - - - - - - -
Dagwoo Heavy Industnes
Yanta: Co, Ltd 2,084 (2,900 - - - 816 -
Daewoo Pakistan Express Bus
Service Co, Ltd 3351 - (3351) - - - -
W 493,543 W 57,988 W (2,798) W (21,218) W 1,051 W (10,713) W 517,853

'The effect of applying SKFAS No 16, Deferred Income Tax, 1s not reflected
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

As of December 31, 2005 and 2004, the elimination of unrealized profit' resulting from inter-
company transactions under the equity method 1s as follows

(in puthons of Korean won)

Beginning Retained Net income Ending
Investee balance earnmngs’ (loss) balance
Myanmar Korea Timber

Intermnational Ltd W 3D w - W (42) W (7))
Kosvida Agrochemical Co, Ltd - - - -
Shanghat Lansheng Daewoo

Corporation (1) - (4) (5)
Shanghat Waigaogiao Free Trade

Zone Lansheng Daeswoo Int’l

Trading Co, Ltd - - - -
Daewco Intemational (America)

Corporation (1,617 - (644) (2,261)
Daewoo Intemational (Deutschland)

GmbH (196) - 196 -
Daewoo Intemational Japan

Corporation (516) - (148) (664)
Daewoo Intemational Singapore

Pte Ltd (2) - 2 -
Myanmar Daewoo International

Lid - 2,870 (261) 2,609
Daewoo Cement (Shandong) Co,

Ltd - 438,854 - 48,854
Geazira Tannery Co , Ltd . 2,792 (233) 2,559
Myanmar Daewoo Ltd (6) - )] (13)
Daewoo Textile company - 59,913 2,357 62,270
Suzhou Jinwoo Weaving, Printing

& Dyemng Co,Ltd - 1,947 (575) 1,372
Daewoo Paper Manufactunng Co,

Ltd (30) 14,040 (615) 13,395
Daewoo Textile (HK) Ltd - - (36) (36)
Daewoo (Dalian) Bag & Tent

Manufactunng Co , Ltd (13) - 37 (50)
Daewoo Italla S R.L (323) - 27) (350)
PT Rusmar Dagwoo Apparel (68} 6,519 (2,001) 4,450
Tranjin Daewoo Paper

Manufacturing Co , Ltd (11) - {799) (810)
General Medicines Co , Ltd {11) - 6 (5)

W (2,825 W 136,935 W (2,868) W 131,242

'Unrealized profit resulting from inter-company transactions under the equity-method affects )

income before income tax -

*In the prior years, the Company purchased certain receivables due from a subsidiary In/200’5, the
Company reflected the effects of this purchase, including reversal of doubtful accounts-allowance, 1n
accordance with SKFAS No 15, Equty Method
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Daewoo International Corporation
Notes to Non-Consolidated Financial Statements

December 31, 2005 and 2004

Details of the financial statements that reflect irrecoverable assets and unrecognized hiabilhities are as

follows
(in milions of Korean won)

Investee

Chengdu Chengyu Transportation Co,
Lid

Myanmar Korea Timber Intemational
Lid

Shangha Lansheng Daewoo Corporation

Shangha: Waigaogiao Free Trade
Zone Lansheng Daewoo Int’l
Trading Co , Ltd

Hanjung Power Pty , Ltd

Vogue Century Co, Ltd

Daewoo International (Deutschland)
GmbH

Myanmar Daewoo Intemational Ltd

Daewoo Cement (Shandong) Co, Ltd

Geara Tannery Co , Ltd

Daewoo (China) Co, Ltd

Myanmar Dacwoo Ltd

Daewoo Textile Company

Suzhou Jinwoo Weaving, Pnnting &
Dyeing Co, Ltd

Daewoo Paper Manufacturing Co , Ltd

Dagwoo (Dalian) Bag & Tent
Manufactunng Co, Ltd

Daewoo Italla SRL

PT Rismar Daewoo Apparel
General Medicines Co , Ltd

Beginming Increase Ending
balance (decrease) balance
w37 W - W (37)
759 (22) 737
(4) 4 -
(498) 498 -
(6,008) (74) (6,082)
(3) 1 2)
(29) (13) (42)
139 (6) 133
(38,230) 1,203 (37,027)
(9,446) (375) (9.821)
(8,490) 6,610 {1,880}
(517) 16 (501)
(49,705) 5,061 (44,644)
(3,555) 3,121 (434)
2,130 (250) 1,880
832 {1 831
(1,081) 228 (853)
(249) i9 (230)
(568) (52) (620)
W (114,560) W 15,968 W (98,592}
o
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

As the Company’s share in the accumulated losses of the investees exceeds the costs of the
investments, the unreflected losses of equity method nvestees from which the application of the
equity method of accounting was suspended are as follows

(in miilions of Korean won) 2005 2004
Shanghai Waigaogiao Free Trade

Zone Lansheng Daewoo Int’l Trading Co , Ltd W - W (222)
Geara Tannery Co, Ltd - (796)
Daewoo Textile Company - (53,531)
Suzhou Jinwoo Weaving, Pnnting & Dyemng Co, Ltd (5,175) (2,113)
Daewoo Textile (HK) Ltd (4,282} (4,366)
Myanmar Daewoo

Construction Machmery Co , Ltd (426) {428)
Daytek Electronics Corporation (2,137) -

W (12,020) W (61,456)
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Daewoo International Corporation
Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

For the years ended December 31, 2005 and 2004, the changes in gain(loss) on valuation of
investments in equity securnties recorded as capital adjustments are as follows

Beginning Increase Ending
(i millions of Korean won) balance (decrease) balance
Gain on valuation of investments in equity
securities recorded as capital adjustments’
Shanghai Jiaotong Dayu Express Co, Ltd W 1,352 W (51 W 1,301
Chengdu Chengyu Transportation Co, Ltd 1,618 (73) 1,545
Kosvida Agrochemical Co, Ltd 326 (22) 304
Shanghai Lansheng Daewoo Corporation 922 28) 894
Hanjung Power Pty , Ltd 8,163 (49) 8,114
Korea LNG Litd 146 (65) 81
Daewoo International (Deutschland) GmbH 488 (323) 165
Daewoo Cement (Shandong) Co, Ltd 29,636 232 29,868
Daewoo (China) Co , Ltd 5,054 (167) 4,887
Myanmar Daewoo Ltd 2,060 (314) 1,746
Daewoo Textle Company - 3,512 3,512
Daewoo Umitel Company 1,699 {1,699) -
Daewoo (Dalian) Bag & Tent Manufactunng Co , Ltd 1,837 192 2,029
PT Rismar Daewoo Apparel 913 (132) 781
Thranyin Daewoo Paper Manufacturing Co , Ltd 16 ) 15
Daewoo Apparel Vietnam Ltd, - 61 61
54,230 1,073 55,303
Loss on valuation of mmvestments in equity
securities recorded as capital adjustments'
Kyobo Life Insurance Co , Ltd 18,795 (29,936) (11,141)
Myanmar Korea Timber Intematignal Ltd (1,301) (72) (1,373)
Shangha1 Waigaogao Free Trade Zone Lansheng
Daewoo Int’] Trading Co, Ltd. - (229) (224)
Thanjin Jinwoo Transportation Co , Ltd. (762) (24) (786)
Vogue Century Co , Lid. (218) (6) (224)
Daewoo International (Amenca) Corporation (3,301 (213) (3,514)
Daewoo International Japan Corporation 39 (761) (722)
Daewoo Intemnational Singapore Pte , Lt (268) (63) {331)
Myanmar Daewoo International Ltd (2,526) (29) (2,555)
Geazira Tannery Corporation - {433) (433)
Daewoo Paper Manufacturing Co , Ltd. (6,642) (307 (6,949»
Daewoo Itaha SR.L 287 (424) {137}
General Medicines Co , Ltd (455) 102 L (353)
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Daewoo International Corporation
Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

Beginnung Increase Ending
(in mullions of Korean won) balance (decrease) balance
3,648 (32,390) {28,742)

W 57,878 W (31,317) W 26,561

'The effect of applying SKFAS No 16, Deferred Income Tax, 1s not reflected

For the following investees, the Company utihized their December 31, 2005 unaudhted financial
statements to compute their net asset values

(in millions of Korean won) Net assets
Fmanaal before Net assets after
Investee statements adjustment Adjustment adjustment
Daytek Electronics Corporation Unaudited W (2,137) W - W (2,137)
P T International Steel Indonesia " 2,600 - 2,600
W 463 W - W 463

Financial information of the Company’s equity-method investees as of and for the year ended
December 31, 2005, 1s summanzed below

(in millions of Korean won)

Investee Total Assets Total Liabthties Sales' Net [ncome(loss)
Kyobo Life Insurance Co, Ltd W 38,332,547 W 36,972,753 W11,727,667 W 250,744
Shangha Jiaotong Dayu Express Co, Ltd 15,606 1,252 6,836 1,367
Chengdu Chengyu Transportation Co , Ltd 16,736 2,325 8,504 2,652
Myanmar Korea Timber Intemational Ltd 11,441 7,973 10,785 (157)
Kosvida Agrochemical Co , Ltd 5,442 3,403 9,060 75
Shanghai Lansheng Daewoo Corporation 23,421 10,830 30,240 179
Shanghai Waigaogiao Free Trade

Zone Lansheng Daewoo Int’l Trading

Co,Ltd 15,732 15,260 250,729 (88)
Hamung Power Pty , Ltd 51,824 26,389 24,392 3,709
Thanpn Jinwoo Transportation Co , Ltd 10,918 51 3,865 54
Vogue Century Co, Ltd 4,382 505 1,957 197
Korea LNG Ld 11,853 51 54,899 53,524
Dagwoo Intemnational (Amenca)

Corporation 118,506 96,096 330,438 2,092
Daewoo Intemational (Deutschland)

GmbH 16,226 15,670 28,132 (1,877)
Daewoo Intemnational Japan Corporation 75,317 70,923 270,816 188
Daewoo Intemational Singapore Pte Ltd 13,643 11,349 421,945 335 »
Myanmar Daewoo Intemational Ltd 7,100 5,737 4,962 (76)
Daewoo Cement (Shandong) Co, Ltd 299,486 191,652 98,872 ) /8,/813
Gezra Tannery Co, Ltd 21,357 6,703 7,058 (985)
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Daewoo International Corporation
Notes to Non-Consolidated Financial Statements

December 31, 2005 and 2004

(tn mithions of Korean worn)

Investee

Daewoo (China) Co, Ltd

Myanmar Daewoo Ltd

Daewoo Textile Company

Suzhou Jinwoo Weaving, Pninting &
Dyeing Co, Ltd

Daewoo Paper Manufacturing Co , Ltd

Daewoo Textile (HK) Ltd

Daewoo (Dalian) Bag & Tent
Manufactunng Co , Ltd

Daewoo Itaha S R.L.

PT Rismar Daewoo Apparel

Tianjin Daewoo Paper Manufactunng Co ,
Ltd

General Medicines Co , Ltd

Myanmar Daewoo Construction
Machinery Co , Litd

Daytek Electronics Corporation

Daewoo Appare!l Vietnam Ltd

P T International Steel Indonesia®

Total Assets Total Liabilities Sales’ Net Income(loss)
39,342 847 418 1,922

5,183 51 4,653 172

67,577 74,991 35,641 (4,375)
14,292 20,563 12,092 (7,949)
115,320 76,418 114,414 165
4,442 8,688 16,689 3

4,906 2,430 7,411 160

19,379 16,554 26,204 B58
19,577 17,814 55,695 167

7,761 6,055 16,703 38

9,008 3,490 5,745 414

457 1,231 575 9

12,226 14,363 26,342 1,504

2,400 229 810 (832)

5,098 - - -

W 39,378,505 W 37682646 W13,614,949 W 313,002

! Sales amount for Kyobo Life Insurance Co, Ltd represents its operating mncome
? Total assets amount of P T International Steel Indonesia represents only its paid-up capital as it was only

incorporated in December 2005
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Daewoo International Corporation
Notes to Non-Consolidated Financial Statements

December 31, 2005 and 2004

8. Short-term Loans Receivable

The Company has short-term loans, which primarily consist of housing loans to employees

9. Property, Plant and Equipment

Changes 1n property, plant and equipment for the years ended December 31, 2005 and 2004, are as

follows

(in millions of Korean won)

Acquisition cost as of January 1,
2005

Acquisition duning the year

Transfer

Disposal

Acquisition cost as of December 31,
2005

Accumulated depreciation

Government subsidies

Balance as of December 31, 2005

Depreciation during the year

(in mitlions of Korean won)

Acquisition cost as of January |,
2004

Acquisition duning the year

Transfer

Disposal

Acquisition cost as of December 31,
2004

Accumulated depreciation

Government subsidies

Balance as of December 31, 2004

Depreciation duning the year

2005
Buildings & Machinery &
Land structures equipment Others Total
W 46,808 W 137,567 W 59,224 W 36,003 W 279,602
975 2,438 438 3,482 7,333
- 18 1,123 (1,141) -
{16,602) (7,780) (82) (1,106) (25,570)
31,181 132,243 60,703 37,238 261,365
- (9,105) (45,839) (30,325) (85,269)
- - (35) (34) 89
W 31,181 W 123,138 W 14,809 W 6,879 W 176,007
ki - W 3,048 W 7,101 W 4918 W 15,067
2004
Buildings & Machmnery &
Land structures equipment Others Total
W 121,720 W 97,171 W 57686 W 69,893 W 346,470
49 1,622 3,669 44,882 50,222
- 57,975 10,060 (68,218) (183)
(74,961) (19,201) (12,191) (10,554) (116,907)
46,808 137,567 59,224 36,003 279,602
- (9,158) (38,801) (26,435) (74,394)
- - €1} (12) (43)

W 46,808 W 128,409 W 20392 W 9,556 W 205,165

W - W 2,642 W 4000 W 3,981

W

10,623

As of December 31, 2005, certain portions of the Company’s property, plant and equipment are
insured aganst fire and other casualty losses up to approximately W 314,490 million
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

10.

As of December 31, the company’s land was valued by local government 1n Korea for property tax
assessment purposes at W45,578 million (2004 W 57,587 mullion)

Government Subsidies
Details of government subsidies for the year ended December 31, 2005, are as follows

(in millions of Koreanwon) ~ Jan. 1, 2005 Increase Decrease Deec. 31, 2005

Government subsidies W 587 W 1,156 W 859 W% 884

The Company received the above government subsidy from the Korea Institute of Industrial
Technology and other institutions for the purpose of doing manufacturing research and purchasing
new assets required in 1ts research and development The said government subsidies were either
offset against the related expenses or shown as a deduction from the related property, plant and
equipment or intangible assets These were offset against the cash and cash equivalents balance

Intangible Assets
Changes 1n intangible assets for the years ended December 31, 2005 and 2004, are as follows

2005

Industrial Develop-
property ment Mining

(in millions of Korean won) Goodwill rights costs rights Others Total
Acquisition cost as of January 1,

2005 - 1,533 2,725 31,457 1,225 36,940
Acquisition dunng the year 1,033 246 2,171 - - 3,450
Disposal/Transfer - - - (650) (1) (651)
Acquisition cost as of December

31,2005 1,033 1,779 4,896 30,807 1,224 39,739
Accumulated amortization (52) (1,369) (1,385) (10,738) 975) (14,519
Government subsidies - - (1,036) - - (1,036)
Balance as of December 31, 2005 981 410 2,475 20,069 249 24,184
Amortization during the year 52 248 34 1930 31 2,295

:)
l'/ ’
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Daewoo International Corporation
Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

2004

Industrial Develop-
property ment Mining

(in millions of Korean won) Goodwill rights costs rights Others Total
Acquisition cost as of January 1,

2004 - 1,397 1,806 34,896 1,044 39,143
Acquisition during the year - 136 919 - 183 1,238
Disposal/Transfer - - - (3,439) (2) (3,441)
Acquisition cost as of December

31, 2004 - 1,533 2,725 31,457 1,225 36,940
Accumulated amortization - (1,121) (1,342) (8,309) (944) (12,216)
Government subsidies - - {516) - - (516)
Balance as of December 31, 2004 - 412 867 22,648 281 24,208
Amortization during the year - 276 54 2,163 10 2,503
Amounts of expensed and capitalized research and development costs 1ncurred for the years ended
December 31, 2005 and 2004, are as follows

(in milhions of Korean won) 2005 2004
Expensed W 181 W 153
Capitalized 2,171 919
W 2,352 W 1,072
11. Short-Term Borrowings and Current Portion of Long-Term Debts
Short-term borrowings as of December 31, 2005 and 2004, mainly consist of the following
Annual Interest
(in millions of rates (%) as of
Korean won) Creditor Dec. 31, 2005 2005 2004
L/C Banker’s Usance Kyongnam Bank and others 27~55 W 1,924 W 11,230 )\\

v‘/’/
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Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004
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Current portion of long-term debts as of December 31, 2005 and 2004, conssts of the following

Annual interest

(in mullions of rates (%) as of
Korean won) Creditor Dec. 31, 2005 2005 2004

Work-out debts from 3Y Gov'tbond rate + 15

banks and others  ~/AMCO and others 6MLibor+045 W 36,109 W 63,115
Other foreign Korea National O1l

currency debts Corporation

and others 50 684 1,410

Long-term accrued Nara Investrnent Bank

expenses and others - 135 135
Corporate bonds 1* public-offered 90 - 24,285

Daewoo H K Recovery

Long-term other Company Ltd. and

accounts payable others . 4,159 }
41,087 88,945
Less Present value discount account (8,129) (9,398)
Less - Discounts on debentures (73)

W 32,958 W 79,474
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

12. Long-Term Debts

Long-term debts as of December 31, 2005 and 2004, consist of the following

(in millions of Korean won) Annual interest rates (%) 2005 2004

Won currency debts

Work-out debts from banks and others 3Y Gov'tbondrate +15 W 206,350 W 274,609

Other won currency debts - 2,887 2,887
209,237 277,496

Foreign currency debits

3MLibor+10
Work-out debts from banks and others 6M EURIBOR+0 45 91,798 104,935
Other foreign currency debts 50 3,495 2,905
95,293 107,840
304,530 385,336
Less Present value discount (73,568) (91,608)

W 230,962  W293,728

The aggregate annual maturities of long-term debts outstanding as of December 31, 2005, exclusive
of adjustments relating to discounts, are as follows

(tn milhons of Korean won)

Maturity Amounts'
January 1, 2007~ December 31, 2007 38,034
January 1, 2008~ December 31, 2008 77,007
January 1, 2009~ December 31, 2009 38,416
January 1, 2010~ December 31, 2010 38,586
After January 1, 2011 109,600
301,643

'Repayment terms of work-out debts amounting to W2,887 mullion, which is included in long-term
debts of Company, will be determined after the Company’s negotiation with the committee of
creditor banks This amount 1s not included 1n the table of annual maturities above
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Daewoo International Corporation

Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

13. Collateral and Surety Obligations

Collateral for Liabilities

As of December 31, 2005, shares of stock of Kyobo Life Insurance Co , Ltd with a carrying value
of W326,351 million are pledged as collateral to Korea Asset Management Corporation for the
Company’s short-term and long-term debts

In addition, the Company has pledged the mining rights of the 8th mine 1n Peru as collateral for the
debts used to finance the 8th mine exploitation in Peru and Vietnam 11-2 block 1n Vietnam to Korea
National O1l Corp

As of December 31, 2005, the Company has pledged its buildings and land with a carrying value of
W 88,091 mullion as collateral for certain domestic bank loans

Guaranty Obligations
The obligations of the Company as payment guarantor as of December 31, 2005, are as follows
Year of
Creditor Debtor Amounts expiration
(1n thousands)

Export-Import Bank of Korea Daewoo Cement (Shandong) Co, Ltd USS$ 57,179 2017
CALYON Daewoo Cement (Shandong) Co , Ltd EUR 41,431 2017
Export-Import Bank of Korea Hanjung Power Pty Ltd USS$ 13,750 2010
Export-Import Bank of Korea Hanjung Power Pty Lid US$ 2,893 2008
KAMCO Hainan Haiwoo Tin plate Industry Co ,1td ~ US$ 5,959 2010

All the principal debtors above are the Company’s related parties, except for Hainan Haiwoo Tin
Plate Industry Co , Ltd The equity investment of W 118,342 milhion of Daewoo (Shandong) Cement
Co, Ltd 1n China 15 pledged as cellateral for these guaranty obligations (Note 24)
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Daewoo International Corporation
Notes to Non-Consolidated Financial Statements
December 31, 2005 and 2004

14. Commitments and Contmgencies

Contingent Liabilities Carried Over from Daewoo Corporation Prior to the Spht-off

On July 22, 2000, Daewoo Corporation’s stockholders approved its sphit-off into three companues,
namely Daewoo Corporation, Daewoo Engineering and Construction Co, Ltd , (Daewoo E&C),
representing the construction division, and Daewoo International Corporation, representing the
international trading division  Certain creditors approved of the split-off, some did not Creditors
who approved of the spht-off entered into a work-out agreement on March 15, 2000, transferring
certain Daewoo Corporation’s liabilities to the Company and to Daewoo E&C, which resulted to the
Company’s being a primary debtor or surety for carried-over habilities  However, some of the
creditors who did not approve of the sphit-off filed lawsuits, which later consolidated 1nto a single
Jawsuit against the Company to cancel split-off In January and February 2005, through amicable
agreements, the said lawsuit was voluntarily withdrawn

With regard to the probable claims on the habilities from both agreeing and disagreeing creditors,
the Company projected W68,378 million as the amount of contingent habilittes on the basis of the
agreement proposal and all of the other information The Company reflected this amount on the
reserve for contingencies in the non-consolidated financial statements as follows

(in millions of Korean won)
Creditors Debt amount Reserve amount’

Domestic creditors  Domestic bondholders of

Daewoo Corp. and others W 5,778 Ww 187
Overseas creditors EXIM India and others 491,390 68,191
W 497,168 W 68,378

'The total amount of contingent habilities was allocated between the Company and Daewoo
Engineering & Construction, Co, Ltd proportionately

In May 2002, Industrial Development Bank of India (IDBI), a creditor of Daewoo Motors India Ltd
{DMIL), to which Daewoo Corporation provided a suretyship obligation, filed a lawsuit in the court
of Delhi/Mumbai against DMIL to exercise the nght to dispose of its assets and to settle the related
obligations Accordingly, the Company projected and reflected the amount in the contingent
habilities with regard to the probable loss from the obligations

In relation to guaranty obligation for Daewoo Cement (Shandong) Co , Ltd, the Company reversed
the reserve for contingencies amounting to W4,433 mulion since financial structure of Daewoo
Cement (Shandong) Co, Ltd was improved and the possibility of subrogation for Daewoo Cement
(Shandong) Co, Ltd 1s matenally decreased

In addition, Nara Investment Bank, Inc , which participated in the work-out agreement, disagreed to
the adjusted amount of the Company’s debt Nara Investment Bank, Inc filed a lawsuit against the
Company for the full return of its recervables e

»>
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Further, Daewoo Corporation’s unsettled tax habilities, prior to the sphit-off, should be carried over
to the newly established entity under the Korean Tax Law

Pending litigations
As of December 31, 2005, the Company has 15 pending lawsuits as a defendant with an aggregate
amount of claims of W 10,139 million, US$ 13,021 thousand and EUR 17,000 thousand and 10

pending lawsuits tn which 1t 1s involved as a plaintiff

The ultimate outcome of these lawsuits cannot presently be determimed However, management
does not expect that the resolution of these cases will have a matenal impact on the financial
position or results of operations of the Company

Covenant for Checking Accounts
The Company has entered into covenants that limit the overdraft with ChoHung Bank and others up

to W 13,503 million 1n relation to 1ts checking accounts There 1s no outstanding balance of overdraft
as of December 31, 2005 In addition, the L/C nego receivables and D/A nego recervables that the
Company obtained from overseas customers have been sold to financial institutions  The following
table presents the L/C Nego and D/A Nego whose payments are not yet due

( in thousands of foreign currencies)

Currency L/C Nego D/A Nego
AUD - 1,523
CAD - 12,882
EUR 1,954 32,799
JPY 522,614 5,339,385
US§ 175,322 191,536

Operating lease
The Company entered into an operating lease contract for photocopying machines with Daewoo

Minolta Corporation, and the lease payments for the current year amount to W63 mullion
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Covenants for Opening Letters of Credit
As of December 31, 2005, the Company has covenants with Korea First Bank and others regarding
the opening of letters of credit (L/C) and other trading transactions as follows

(in millions of Korean
won, in thousands of

US dollars)
Bank Credit ine amount Balance

Local L/C Woori Bank and others W 254,306 W 193,321
L/C at sight Woon Bank and others US$ 255,520 US$ 117,438
L/C usance Woori Bank and others USS 80,327 US$ 37,748
Aggregate credit line for  China Construction Bank and US$ 90,000 US$s 32,872

L/C others
Aggregate credit line SC Korea First Bank W 191,560 W 161,925
D/A Woori Bank and others USS 381,767 USE 287,924
P-BOND Export-Import Bank of Korea US$ 133,479 US$ 85,906

and others

Collaterals

The Company has pledged 29 blank promissory notes, as well as a note amounting to ¥ 1,071
million as collaterals in case of the non-fulfillment of contracts
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Derivatives

The Company has entered into currency forward contracts and commodity futures contracts with the
Korea Development Bank and other financial institutions to hedge against foreign exchange risks
and inventory price risks

Contracts
(in thousands of US$)

Currency Forwards

Commodity Futures

Institutions

The Korea Development
Bank

Woon Bank

Pusan Bank

Kookmin Bank

Chohung Bank

Citibank Korea Inc

SC Korea First Bank

Daegu Bank

Kyongnam Bank

China Construction Bank

Adm Investor Services

Triland Metals Limited

Standard Bank London
Limited

Man Financial Limited
Marex Financial Limited

Sempra Metals Limited

46

Credit line
amount

US$ 5,000

50,000
233,333
150,000
123,000

5,000

10,000
100,000

40,000

10,000

1,000
1,000
4,000
4,000
1,500
1,500

500

500
1,500
1,500
1,000
2,000

Type

Limited loss transaction

Limited contract amount
Limited contract amount
Limited contract amount
Limited contract amount
Limtted loss transaction

Limted loss transaction

Limuted contract amount
Limited contract amount
Limited contract amount

With mitial margin requirement
With flexible margin requirement
With inttial margin requirement
With flexible margin requirement
With imtial margin requirement
With flexible margin requirement
With mrtial margin requirement
With flexible margin requirement
With imtial margin requirement
With flexible margin requirement
With nitial margin requirement
With flexible margin requirement
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Currency Forwards

(in millions of Korean won)

Unsettled Valuation
Currency contractual amount gain(loss)
Buy Sell
AUD 131 1,424 33
CAD 209 17,588 9
EUR 30,543 15,343 (239)
JPY 5,224 9,346 118
US$ 82,458 209,089 3,986
118,565 252,790 W 3,907
Commodity Futures
(in nullions of Korean won) Unsettled Valuation
Currency contractual amount gan(loss)
Buy Sell
Aluminum 12,626 22,965 (1,736)
Cotton 4,865 4,175 241
Copper 54,538 41,098 4,138
Nikel 1,443 3,107 27
SN 769 4,717 1
74,241 76,062 W 2,671

For the year ended December 31, 20035, the Company recogmzed W4,798 million 1n gain on
valuation of currency forwards, %891 million 1n loss on valuation of currency forwards, W 6,646
million 1n gain on valuation of commodity futures and ¥3,975 million as loss on valuation of
commodity futures
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15. Stock Options

The Company has stock option plan, wherein employees or executives who have contributed or are
expected to contribute to the management and technological innovations of the Company are
entitled to be granted stock purchase options through the resolution of shareholders or the Board of
Directors During the year ended December 31, 2005, the Company provided stock purchase
options to executives in accordance with the resolution of the Board of Directors

The terms of stock options granted are
Quantity' 665,000
Date of Grant® October 29, 2004

Exercise price per share' 7,964

! The quantity and exercise price can be adjusted through the i1ssuance of new shares, stock
dividends, stock split-up or consolidation of stocks
2 The stock options have to be exercised within seven years from two years after the date of grant

In addition, for the exercise of the pre-mentioned stock purchase options, all the conditions
described below have to be met

A The service period of employees or executives 1s more than two years after the date of grant

B The average ratio of ordinary income to equity for two years after the date of grant 1s more than
16%
C The increase rate of stock price for two years after the date of grant 1s more than 40%

D Employees or directors accomplish their management objectives

Compensation costs recognized as selling and administrative expense for the year ended December
31, 2005 amounted to 10,112 mlhion (2004 135 million) Future compensation costs related to
the above stock option plans amountto 7,319 mullion
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16. Accrued Severance Benefits

Changes 1n accrued severance benefits for the years ended December 31, 2005 and 2004, consist of

the following
(in millions of Korean won)

Balance at the beginning of the year

Actual severance payments
Provision for severance benefits

Less Cumulative deposits to the National Pension Fund
Severance insurance fund

Balance at the end of the year

2005 2004
W 38,820 W 39,109

(8,411) (10,847)
9,376 10,558
39,785 38,820

(953) (1,162)

(38,832) (37,658)

W . W ;

17. Capital Stock and Capital Surplus

(in millions of Korean won)

Capital stock
Common stock
Capital surplus
Other capital surplus

Other capital surplus

49

2005

474,944

16

Other capital surplus mainly consists of gain on disposal of treasury stock

The Company 1s authorized to 1ssue 500 million shares of common stock at a par value of W5,000
per share As of December 31, 2005, total outstanding commeon stock 15 94,988,776 shares

As of December 31, 2005 and 2004, capital stock and capital surplus consist of following

2004

W 474,944
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18. Retained Earnings

Retained earnings as of December 31, 2005 and 2004, consist of

(in milthons of Korean won) 2005 2004
Legal reserve W 1,661 W -
Reserve for financial structure improvement 16,382 4,977
Reserve for business expansion 60,000

Retained earnings before appropriations 257,752 124,405

W 335,795 W 129,382

Legal Reserve

The Commercial Code of the Republic of Korea requires the Company to appropriate, as a legal
reserve, an amount equal to a minimum of 10% of cash dividends paid until such reserve equals
50% of 1its 1ssued capital stock The reserve 1s not available for the payment of cash dividends, but
may be transferred to capital stock or used to reduce accumulated deficit, 1f any, with the ratification
of the Company’s majority shareholders

Reserve for Improvement of Financial Structure

In accordance with the regulations regarding securities 1ssuance and disclosure (formerly the
provisions of the Financial Control Regulation for publicly hsted companies), the Company is
required to appropriate, as a reserve for improvement of financial structure, until 1ts equity equals
30% of total assets This reserve 1s not available for dividends, but may be transferred to capital
stock, or used to reduce accumutated deficit, if any, wath the ratification of the Company's majority
shareholders

Offsetting of Accumulated Deficit
The Company’s accumulated deficit as of December 31, 2002, was offset against the following
additional paid-in capital amounts as approved by the shareholders on March 13, 2003

(in millions of Korean won) Amount

Additional paid-in capital W 17,830

Other capital surplus 100
W 17,930
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Dividends

Dividends for the year ended December 31, 2005, are calculated as follows:

Calculation of dividend amount

{tn Korean won)
Number of shares

eligible
for dividend

Dividend ratio

Dividend amount

Dividend Payout Ratio

Dividend(A)
Net income(B)

Dhividend payout ratio{ A/B)

Dividend Yield Ratio

Dividend per share

Market price as of
December 31

Dividend yield ratio

Dividend per share

Market price as of
December 31

Dividend yield ratio

Shareholdings of over 1%
Shareholdings of under 1%
Total

Shareholdings of over 1%
Shareholdings of under 1%
Shareholdings of over 1%
Shareholdings of under 1%
Total

20605

W 23,747,194,000
172,301,572,254

2005

68,691,500 shares
26,297,276 shares

2004

71,411,867 shares
23,576,909 shares

94,988,776 shares

94,988,776 shares

5%

5%

W 17,172,875,000
6,574,319,000

3%

5%

W 10,711,780,050
5,864,227,250

W 23,747,194,000

W 16,606,007,300

2004

W 16,606,007,300
114,053,022,088

13 78% 14 56%
2005
Shareholdings of over 1% Shareholdings of under 1%
W 250 W 250
38,500 38,500
065% 065%
2004
Shareholdings of over 1% Shareholdings of under 1%
W 150 W 250
10,400 10,400
1.44% 2 40%
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19. Capital Adjustments

Capital adjustments as of December 31, 2005 and 2004, are as follows:

(tn mullions of Korean won) 2005 2004
Discount on stock 1ssuance W - W (33,560)
Gain(Loss) on valuation of investment securities (Note 7) 1,970 (2,283)
Gain on valuation of equity method investments (Note 7) 49,800 73,351
Loss on valuation of equity method investments (Note 7) (22,053) (15,472)
Overseas operations translation debit (4,056) (3,324)
Debt to be converted into equity 1,170 1,690
W 26,831 W 20,402

Discount on Stock Issuance

As of December 31, 2005, discount on stock 1ssuance, which 1s the balance afier being offset against
additional paid-in capital carried forward, was amortized and charged against retained earnings as
approved by the sharcholders on March 18, 2005

Debts to be converted into equity
The changes of the amount of debts to be converted into equity during the year ended December 31,

2005, are as follows

(in millions of Korean won) Amount
Beginning balance W 1,690
Increase -
Decrease (520)
Ending balance W 1,170
\“_
" )
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20. Assets and Liabilities Denominated in Foreign Currencies

As of December 31, 2005 and 2004, monetary assets and liabilities denominated n foreign
currenctes, excluding those disclosed elsewhere 1n the accompanying footnotes, are as follows

Assets

(in millions of Korean won, foreign Foreign currencies Korean won equivalent
currencies m thousands )

Cash and cash equivalents uUss$ 12,078 W 12,235

JPY 1,252 11

Short-term financial instruments Us$ 121,541 123,121

Trade accounts receivable AUD 261 194

CAD 4,180 3,642

EUR 20,553 24,666

JPY 1,072,907 9,227

Us$ 180,961 183,313

Other accounts recervable CNY 2,380 299

USS 10,358 10,492

Advance payments Us$ 21,807 22,090

Short-term loans receivable USS$ 356 361

Long-term trade accounts recetvable US$ 7,179 7,272

Long-term other accounts receivable US$ 27,276 27,630

Guarantee deposits US$ 1,265 1,282

W 425,835

o
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Liabilities
(in millions of Korean won, foreign Foreign currencies Korean won equivalent
currencies in thousands)
Trade accounts payable AUD 247 W 184
CAD 39 34
EUR 9,427 11,313
JPY 1,370,760 11,789
USss 231,539 234,549
Short-term borrowings Us$ 1,899 1,924
Other accounts payable EUR 4,510 5,412
JPY 27,657 238
USS 9,159 9,278
Withholdings US$ 66,767 67,635
Accrued expenses EUR 110 131
US$ 271 274
Current portion of long-term debts US$ 3,455 3,499
Guarantee deposits received US$ 20 20
Long-term debts US$ 41,762 42,305
EUR 33,435 40,127
Long-term other accounts payable Uss 12,091 12,248
Reserve for contingencies INR 784,977 17,631
PLZ 7,033 2,173
US$ 47,766 48,387

W 509,151

21. Present Value Discount

Present Value Discount of Payables
Valuation of habilties at present value based on the debt restructuring plan under the work-out
agreement 1s as follows

Current portion

Long-term of long-term
(in milhions of Korean won) debts debts Gross amounts
Nomunal gross amounts 304,530 41,087 345,617
Present value discounts (73,568) (8,129) (81,697)
Net amounts 230,962 32,958 263,920

The current portion of long-term accrued expenses and long-term other account receivables aé

included 1n the current portion of long-term debts .
.
N ,\_\,)\/
\“—5 ’s
v
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Present Value Discount of Receivables

The Company valued long-term accounts receivable and other receivables at present value, and
recogmized the difference from nominal gross amounts as present value premums (or discounts) in
2005 The detaited information 1s as follows

(in millions of Korean won) Daewoo Cement (Shandong) Co., Ltd.
Effective interest rate 6 09%
Nominal interest rate 6M Libor + 1%

Installment collection for 11 year,

Collection period with 4year grace peniod from 2003

Nominal value 25,063
Present value discounts (4,907
Present value 20,156

22. Income Taxes

Income tax expense for the years ended December 31, 2005 and 2004, consists of

(in mulhions of Korean won) 2005 2004
Current income tax expense 589 -
Credit for foreign tax paid 6,709

Deferred income taxes due to temporary differences 16,097 45,649
Deferred income tax expenses from the change in capital (8,066) (289)
Income tax expense 15,329 45,360

Deferred income expenses tax ansing from changes in capital dunng the years ended December 31,
2005 and 2004, are as follows

2005 2004
Temporary Income tax Temporary Income tax
{(in millions of Korean won) differences effect differences effect
Loss on valuation of investment secunties 2,717 (747) - -
Gain on valuation of equity-method
investments(retained eamings) (30,929) (8,506) (1,052) (289)
Gain on valuation of equity-method
investments(capital adjustments) 4,316 1,187 - -
(29,330) {8,066) {1,052) (289)
/
f//
e
A 4
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December 31, 2005 and 2004, are as follows

The reconciliation between income before mcome tax and taxable income for the years ended

(in mullions of Korean won) 2005 2004
Income before income tax 187,631 159,413
Add(deduct)
Accrued nterest (190) 135
Amortization of present value discount 4,448 2,456
Gain on valuation currency forwards (2,199 (4,928)
Loss on valuation of currency forwards (2,599 (25,735)
Allowance for bad debt (4,991) 14,418
Others (47,411) (39,955)
Taxable mncome 134,689 105,804
The changes 1n temporary differences and the related income tax effects for the year ended
December 31, 2005 are as follows
Deferred income tax asset
(in millions of Korean won) Beginning Increase Ending (liability)
balance (decrease) balance Current Non-current
Accrued severance benefit 22,143 775 22918 - 6,302
Retirement insurance premiums (22,143) (775) (22,918) - (6,302)
Accrued income (519) (187) (706) (194) -
Amortization of present value
discounts 29,880 (10,927 18,953 - 5,212
Depreciation expense 2,527 (2,254) 273 - 75
Allowance for bad debt 104,061 (7,437) 96,624 26,572 -
Debt-equity swap (investment
securities) 7,488 - 7,488 - 2,059
Other accounts payable 23,662 (5,107) 18,555 5,103 -
Others (44,685) (48,568) (93,253) (605) (25,040)
122,414 (74,480) 47,934 30,876 (17,694)
Tax credit carry forwards - - - 4,385
122,414 {74,480) 47,934 35,261 (17,694)
2
4
N
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The differed tax assets presented in gross amount for the years ended December 31, 2005, are as
follows

Expiration of temporary

Temporary differences Deferred
(in millions of Korean won) differences 2006 Alfter 2007 tax assets
Retirement allowance 22,918 - 22,918 6,302
Armotization of present value
discount 18,953 - 18,953 5212
Depreciation 273 - 273 75
Bad debt expenses 96,624 96,624 - 26,572
Debt to equity swap 7,488 - 7,488 2,059
Accrued expenses 18,555 18,555 - 5,103
Gain on valuation of equity-
method investments 4,316 - 4,316 1,187
Allowance for doubtful
inventories 693 693 - 191
Government subsidies 978 - 978 269
Tax credit carry forwards - - - 4,385
170,798 115,872 54,926 51,355

The Company recogmzed whole amounts above as deferred tax assets since 1t believes these will all
be realized n the future

Temporary differences not recogmzed as deferred tax assets for the year ended December 31, 2005,
are as follows

(in millions of Korear won) Amounts
Loss on impairment of investment securities 3,861
Loss on valuation of equity-method mvestments (non-operating 96.760

mncome) ’
Loss on valuation of equity-method investments (capital adjustment) 4,415
Reserve for contingencies 26,797
Others 1,000
132,573

Ve
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23.

Income tax rate

The statutory income tax rate applicable to the Company, including resident tax surcharges,
approximates 27 5% The effective income tax rates applicable to the Company differs from the
statutory income tax rate due to temporary differences in recognizing certain income and expenses
for financial reporting and mcome tax purposes The effective tax rate of the Company for the year
ended December 31, 2005, 15 8 2%

Earmings Per Share

Basic earnings per share

Basic earnings per share 1s computed by dividing net income by the weighted-average number of
common shares outstanding during the year Basic ordinary income per share is computed by
dividing ordinary income allocated to common stock, which is net income allocated to common
stock as adjusted by extraordinary gains or losses, net of related income taxes, by the weighted-
average number of common shares outstanding during the year

Basic earnings per share for the years ended December 31, 2005 and 2004, are calculated as follows

(in thousands of Korean won ,except for per share

amounts) 2005 2004
Net income as reported on the income statements 172, 301,572 114,053,022
Extraordinary gain, net - 2,131,371
Gain before extraordinary gaing/losses and income taxes 172, 301,572 111,921,651
Waeighted-average number of common shares outstanding 94,988,776 94,880,944
Basic ordinary income per share 1,814 1,180

(in thousands of Korean won

except for per share amounts) 2005 2004
Net income as reported on the income statemnents 172, 301,572 114,053,022
Weighted-average number of common shares outstanding 94,988,776 94,880,944
Basic earnings per share 1,814 1,202

The weighted average number of common shares outstanding for the year ended December 31, 2003,
1s calculated as follows

Number of shares = Number of days Weighted number of
1ssued outstanding shares
January 1, 2005~Dec 31, 2005 94,988,776 365 34,670,903,240

Weighted average number of commen shares outstanding
34,670,903,240 shares — 365 = 94,988,776 shares

v
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Diluted earmings per share 1s computed by dividing net income, which is adjusted by adding back
the after-tax amount of interest expense on any convertible debt and dividends on any convertible
preferred stock by the weighted-average number of common shares and dilutive securities
outstanding during the year Diluted ordinary income per share 1s computed by dividing diluted
ordinary income allocated to common stock, which 1s diluted net income allocated to common stock
as adjusted by extraordinary gains or losses, net of related income taxes, by the weighted-average
number of common shares and dilutive secunties outstanding during the year, assuming conversion
into common shares at the beginning of the year

Diluted earning per share for the years ended December 31, 2005 and 2004, are calculated as
follows

(in thousands of Korean won, except for per share amount) 2005 2004

Diluted net income 172,301,572 114,053,022
Adjusted weighted average diluted shares’ 95,310,844 95,218,944
Diluted earmings per share 1,808 1,198
Diluted ordinary income 172,301,572 111,921,651
Diluted ordinary income per share 1,808 1,175

'Details of dilutive potential share as of December 31, 2005, are as follows

Number of common

shares to be 1ssued Number of Weighted
by conversion or Conversion or days number of
exercise exercise period outstanding shares
Begmming of the year 338,000 2;5’055'1; " 165 123,370,000
Repayment (6,600) 23835] 31 ;0 276 (1,821,600)
200511~
Deposit in court (97,400) 2005.11 20 41 (3,093,400)
End of the year 234,000 117,555,000

Weighted average number of dilutive share outstanding
117,555,000 shares—365 = 322,068 shares

\
l>
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24. Related Party Transactions

Sigmificant transactions which occurred in the normal course of business with related companes for
years ended December 31, 2005 and 2004, and the related account balances outstanding as of
December 31, 2005 and 2004, are summanzed as follows

(in millions of Korean won) Sales Purchases Receivables Payables
Korea Asset Management Corporation - - 1,429 102,460
Dai\:f;o(Dallan) Bag & Tent Manufacturing Co , 2,590 3,772 186 330
Daewoo Cement (Shandong) Co, Ltd - 60,934 26,888 3,706
Daewoo Paper Manufacturing Co, Ltd 17,387 133 9,778 23
Shanghai Lansheng Daewoo Corporation 64,596 858 19,239 427
Shanghai Waigaoqiao Free Trade Zone Lansheng

Daewoo International Trading Co, Ltd 12,397 346 3,194 )
Squtodu Jinwoo Weaving Printing & Dyeing Co, 1,139 443 1,842 6
Thanjin Daewoo Paper MFG. Co, Ltd 921 - 29 1
Daewoo Canada Ltd 3,430 171 - -
Daewoo El Salvador SA DECV - - 2,625 159
Daewoo International (America) Corp 297,180 12,522 7,254 401
Daewoo International (Deutschland) Corp 22,470 2,236 6,162 6,082
Daewoo International (Japan) Corporation 242,610 2,083 2,649 426
Daewoo International Singapore Pte Ltd 112,735 7,155 990 1,331
Daewoo ItallaSR L 25,770 1,038 1,960 2
Daewoo Textile (H K ) Ltd 1,030 2,839 3,321 162
Daewoo Textile Company 3,865 34,947 11,882 3,182
Daytek Electronics Corporation 25,097 - 3,746 -
General Medicines Co, Ltd 2,818 - 2,175 5
Gezira Tannery Corporation Ltd 263 4,571 1,504 72
Hanyung Power Pty ,Ltd 34 - 34 6
Kosvida Agrochemical Co, Ltd 495 - 89 -
Myanmar Daewoo International Ltd 422 532 950 24
Myanmar Daewoo Ltd - 136 - -
Myanmar Korea Timber International Ltd 6,694 3,764 601 172
NI Co,Ltd - - - 4
P T Rismar Daewoo Apparel 19,183 23,798 2,569 949
Daewoo Apparel Vietnam Ltd - 443 40 <93
2005 Total 863,126 162,721 111,336 120,023
2004 Total 776,641 163,473 174,196 198,264

PR

) V) .
As of December 31, 2005, the Company has provided payment guarantees to affiliated companies
including Daewoo Cement (Shandong) Co, Ltd amounting to W 124,506 mullion, while
W 118,342 mithon of assets are pledged as collateral for such guarantees (Note 13)
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In addition, Daewoo Handels GmbH filed for bankruptcy in a court in Germany on May 31, 2001,
and 1ts iqmdation began on September 1, 2001 The creditors’ committee approved the liquidation
plan on January 29, 2002 With the remaining assets after the liquidation, Daewoo International
Deutschland Corporation was incorporated and started business on Apnl 16, 2002 On May 2, 2002,
the Company acquired all the ownership interests Daewoo International Deutschland Corporation
and made agreements for subordinated repayment for stockholders’ liabilities with Daewoo
International (Deutschland) GmbH

Daewoo Japan Corporation filed for court receivership on June 28, 2002, and obtamed an approval
from the court on QOctober 4, 2002 Durning the process of the court receivership, with the remaining
assets of Daewoo Japan Corporation, Daewoo International Japan Corporation was incorporated and
started business on November 1, 2002

Daewoo Singapore Pte , Ltd appointed a temporary liquidator and filed for liqudation 1n May 2003
The newly incorporated company, Daewoo International Singapore Pte , Ltd , was incorporated in
June 2003 and began operations on July 1, 2003

25. Value Added Information

Value added informanon for the year ended December 31, 2005 and 2004, consists of the following

2005 2004
(in millions of Manufacturing Selhing and

Korean won) cost administrative expenses Total Total
Personnel expenses W 19,124 W 48,835 W 67,959 W 72,711
Severance benefits 1,631 7,745 9,376 10,558
Welfare expenses 3,512 12,735 16,247 15,051
Rental charges 9 9,684 9,693 9,922
Depreciation 8,790 6,277 15,067 10,623
Amortization 1,995 300 2,295 2,503
Taxes and dues 207 1,671 1,878 5,572
W 35,268 W 87,247 W 122,515 W 126,940

\\;;,,
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26. Segment Information

Financial information of the business segments as of and for the years ended December 31, 2005

and 2004, are as follows

Industry Segments
The details of the information by industry segment tn 2005 and 2004, are as follows
Retail
Trading Manufacturing {Department store) Total
(in millions of
Korean won) 2005 2004 2005 2004 2005 2004 2005 2004
Sales W4,890,103 W4,763,324 W199,697 W210,883 WS54,732  W43,003 W5,144,532 W5,017,210
Operating income 49,638 83,510 9,963 12,311 1,866 207 61,467 96,028
Property, plant W 6,154 W 7,082 W 74,084 W100,566 W 95769 W 97,517 W176,007 205,165
and equipment
Intangible asscts 21,458 23,059 2,726 1,149 - - 24,184 24,208
W 27,612 W 30,141 W 76,810 WI101,715 W 95769 W 97,517 W200,191 W229,373
Depreciation W 2,406 W 2,192 W 9,104 W 5429 W 3557 W 3,002 W 15067 W 10,623
Amortization 2,230 2,476 65 23 - 4 2,295 2,503
W 4,636 W 4,668 W 9,169 W 5452 W 3557 W 3,006 W 17362 W 13,126
Geographical Segments
The information by geographical segment is as follows
Asia/Africa/ North South Europe
Oceania America America /Russia Domestic Total
(in millions of
Korean won)
Sales W 3,451,695 W 725,167 W 139836 W 516,784 W 311,050 W 5,144,532

27. Operating Results for the Final Interim Period

Significant operating results for the three-month periods ended December 31, 2005 and 2004, are as

follows
(in million of Korean won, except per share amount) 2005
Sales W 1,395,417
Cost of sales 1,283,012
Operating income 6,132
Net profit (loss) 34,843
Earnings (Loss) per share 367
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28. Supplemental Cash Flow Information

Sigmificant transactions not affecting cash flows for the years ended December 31, 2005 and 2004,
are as follows

(in millions of Korean won) 2005 2004

Reclassification of construction-in-progress to buildings and W 18 W57.976
structures

Reclassification of construction-in-progress to machinery 1,123 13,752

Reclassification of current portion of long-term debts 36,801 64,525

Reclassification of current portion of debentures - 24,285

Conversion of other accounts payable to common stock - 3,400

29. Termination of the Workout Agreement

On December 30, 2003, the creditor banks’ commuttee decided to terminate the workout agreement
they entered into with the Company on March 15, 2000, due to the improved operations and
financial performance of the Company Nevertheless, even though the Company was able to restore
its credit rating, the possibility that the creditor banks may simultaneously demand payment of
liabilities could still adversely affect 1ts operations Based on this, the commuttee restructured the
related debts, details of which are as follows

A Remaining liabtlities and terms and conditions of the habihties
The repayment of the remaining liabilities shall be repaid in installment over 11 years according
to the repayment schedule provided by the creditor banks’ committee The debts to Korea Export
Insurance Corporation and for certain other creditors shall follow the previous restructuring plans

B Effective interest rate
Debts in Korean won 3-year Bond Rate of Government + 1 5%
Debts 1n foreign currency 3M Libor +1 0%

30, Approval of Financial Statements

The December 31, 2005 audited financial statements will be approved by the Board of Directors on
February 24, 2006

31. Reclassification of prior year financial statement presentation

Certain accounts tn the financial statements as of and for the year ended December 31, 2004, have
been reclassified to conform to the December 31, 2005 financial statement presentation These
reclassifications have no effect on previously reported net income or shareholders’ equity

“\‘)" ’;
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Report on the Review of Internal Accounting Control System

To the President of Daewoo International Corporation

We have reviewed the management’s report on the operations of the internal accounting control system
(“IACS”) of Daewoo International Corporation (the “Company”) as of December 31, 2005 In
accordance with Article 2-2 of the Act on External Audit for Stock Companies (the “External Audit
Law™) of the Republic of Korea, the Company’s management 1s responsible for reporting on the design
and operations of its IACS (“IACS report”) Our responsibility is to review the management’s IACS
report and 1ssue a report based on our review

We conducted our review 1n accordance with Article 2-3 of the External Audit Law  Our review
included inquines of management and employees, inspection of related documents and checking of the
operations of the Company’s IACS We did not perform an audit of the Company’s IACS and
accordingly, we do not express an audit opinion

Based on our review, no material weakness in the design or operations of the Company’s IACS under
Article 2-2 of the External Audit Law as of December 31, 2005, has come to our attention

This report applies to the Company’s IACS in existence as of December 31, 2005 We did not review
the Company’s IACS after December 31, 2005 This report has been prepared for Korean regulatory
purposes pursuant to the External Audit Law, and may not be appropriate for other purposes or for other
users

As this report 1s based on Interim Guidelines on Auditors’ Review and Report on Management’s IACS
Report 1ssued by the Korean Audit Standards Commuttee on March 29, 2005, they apply only from that
date until the date the Final Standards for Management’s IACS Report, and the Final Standards for
Auditors’ Review and Report on Management’s IACS Report become effective. A review based on the
final standards may have different results and accordingly, the content of any updated report may be
different

Samil PricewaterhouseCoopers

February 3, 2006

N\
X

A}

This report s annexed in relation to the audit of the financial statements as, of and,for the year ended
December 31, 2005, and the review of internal accounting control system pursuant to Article 2-3 of the
Act on External Audit for Stock Companies of the Republic of Korea

Notice to Readers
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