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With our confidence, 
passion and progress,
we will maximize our
values and enhance core
competencies.
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SK E&C has one of the best-balanced portfolios in the Korean construction industry,
covering civil engineering, apartment complexes, office buildings, petrochemical

plants, industrial plants and ubiquitous communications networks. The company boasts
an extensive track record and a reputation for providing the highest value in the industry.
These various strengths were leveraged to achieve yet another noteworthy performance in
2007. 

SK E&C owns Korea’s most advanced underground storage technologies and is
accelerating the commercialization of new LNG storage methods. The company’s
expertise in petrochemical plants is also highly rated in the international market, resulting
in large-scale turnkey (engineering, procurement and construction) projects in Kuwait,
Singapore and Thailand that include the front-end engineering and design (FEED)
package. New growth engines for the company include mixed-use development projects,
which are gaining much attention these days in new urban communities and free
economic zones, and the so-called “ubiquitous cities,” where residential, medical,
business, and governmental information systems share data, and computers are to be
built into the houses, streets and office buildings. 

SK E&C was established in 1977 and has acquired technology in numerous fields over the
past three decades. In the process of development, the company has contributed
significantly to making Korea a construction powerhouse worldwide. SK E&C employees
believe in confidence, passion and steady progress, and these shared values are the
foundation upon which they work tirelessly on behalf of customers, shareholders and
business partners.



Operating result
Sales

Civil Engineering
Architecture & Housing
Petrochemical Plants 
Industrial Plants/U-Business
Forestry property/Others

Gross income
Operating income
Pre-tax Net Income
Net income

Financial position
Total assets
Total liabilities
Shareholders’ equity

Data per Share (KRW)

Earnings per share
Book value per share

Ratio
Gross Margin
Growth Rate of Sales
Debt-to-equity

Others
Number of shares issued
Number of employees1)

2006

3,073.0 
533.4 

1,281.7 
812.4 
414.1

31.4 
411.4 
149.6 
150.8 
104.5 

1,954.6 
1,440.1 

514.5 

4,931 
24,786 

13.4%
19.5%

279.9%

20,294,937 
2,601

2005

2,570.7 
387.1 

1,209.3 
534.5 
395.4

44.4 
374.3 
168.4 
153.1 
109.5 

1,543.7 
1,146.8 

396.9 

5,208 
19,464 

14.6%
17.9%

288.9%

20,294,937 
2,160

(KRW in billions)

FINANCIAL HIGHLIGHTS

1) Part-time employees, contract workers and executives were excluded.

*The data in this annual report include forward-looking performance results for 2008. These statements are based on rational conjecture and subject to
change, depending on internal and external conditions.
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2007

4,135.9 
612.2 

1,189.7 
1,743.8

525.1
65.1 

539.5 
211.4 
161.0 
111.2 

2,312.1 
1,668.4 

643.7 

5,202
31,069 

13.0%
34.6%

259.2%

20,294,937 
2,944



Sales grows   34.6%
ROE 19.2%

Order backlogs KRW11.28 trillion

2005

4,135.9

3,073.0
2,570.7

2006 2007

>>Sales (KRW in billions)

2005

211.4

149.6
168.4

2006 2007

>>Operating income (KRW in billions)

2005

6,773.5

4,411.74,570.8

2006 2007

>>New orders (KRW in billions)

2005

11,282.6

8,645.8

7,307.2

2006 2007

>>Order backlogs (KRW in billions)

Total 

KRW 4.14 trillion

Industrial Plants/
U-Business 12.7%

Civil Engineering
14.8%

Architecture &
Housing 28.8%

Petrochemical
Plants 42.2%
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Forestry Property/
Others 1.5%

>>Sales breakdown in 2007



Mixed-use development
projects are forming a
“blue ocean” in the
construction industry.

SK Engineering & Construction is rapidly emerging as a leader in large-
scale mixed-use development projects and was named lead company for
Pentaport at Baebang in Asan, Unjeong Commercial Area in Paju,
Yongsan Station area in Seoul, and Pan-gyo Commercial Area. 
SK E&C has the know-how to analyze diverse data that are critical for
project success such as local economic conditions, geographical location,
education access, and social class of residents, and then devise strategies
accordingly. In the future, the company will lead consortia in new project
bids and remain at the forefront of the market.

BUSINESS HIGHLIGHTS

The Unjeong Commercial Area project in Paju

Contract results of Mixed-use development 

KRW 2.24 trillion



Unbok, Inchoen Resort ComplexPan-gyo Mixed-use Complex

“Mixed-use development” refers to large-scale projects that combine residential, commercial, office,
cultural, educational and leisure facilities on a single site. They serve as sophisticated, self-contained
mini-cities within a larger urban context.

Korea’s first mixed-use development projects appeared in 2005 and were co-financed by the private
and public sectors.  More recently, privately-funded mixed-use projects that include architectural
services have been started in Korea’s so-called “new towns” (farmland converted into suburban
tracts), free economic zones and old downtown areas. Such projects continue to grow in scale and
will number around fifteen with a total of about KRW 30 trillion nationwide from 2008. Sales will
begin to be realized in 2009, creating a new growth driver for the Korean construction industry.

SK E&C began advanced sale of units at Asan Pentaport, a project co-financed by the government, in
October 2007, and all units were quickly sold, helping to stimulate the sluggish real estate market
outside the Korean capital. After its completion in 2010, Pentaport will be a landmark in Asan New
Town. The Pentaport complex is connected to a high-speed rail station and includes four high-rise
buildings. It will be the most luxurious real estate in all of Korea’s Central Region.

SK E&C is the operator for the Unjeong Commercial Area project in Paju and will establish a project
company with Korea National Housing Corp. This mixed-use development is scheduled for
completion in 2014 at a cost of more than KRW 2.6 trillion. It involves the construction of commercial
facilities, cultural facilities, offices, 1,602 residential-commercial apartment units and a hotel on a
102,111㎡ site.

>>Major Mixed-use Projects                                                                             (KRW in billions)

Project

Baebang, Asan

Unbok, Inchoen Resort Complex

Dohwa, Incheon

Pan-gyo Mixed-use Complex

Yongsan Station Area

Unjeong, Paju

Contracted Amt.

251.4

431.8

450.0

254.2

431.8

418.3

Award Date

July. 2005

Apr. 2006

Sept. 2006

Sept. 2007

Nov. 2007

Nov. 2007



Earth-rejuvenating
technology is creating 
a new paradigm 
for environmental plants.

On the positive side, global economic growth and rapid industrialization have
improved the quality of many people’s lives. Yet, the process has been 
accompanied by environmental pollution that is now reaching crisis 
proportions. The very survival of humanity is at risk. Thus, environmental 
issues can no longer be ignored. Indeed, technology for cleaning up and 
protecting the environment has begun to be seen as a viable business 
opportunity. SK Engineering and Construction is applying its experience and 
technology built up over many years to develop an integrated system for 
processing domestic waste, from automated collection to recycling and incineration.

BUSINESS HIGHLIGHTS

Contract results of Environmental Plants

KRW 218.7 Billion

Waste-to-energy Facilities on Landfill waste plastic to energy, Greater Seoul, test project



Incinerators of Mokdong, Seoul
Automated Waste Collection Systems 

in Songdo Int’l City Sec. 4

Effective environmental management is an essential factor for ensuring the survival and sustainability
of both companies and people. SK E&C entered this business segment in 1993 by building an
incinerator in Seoul’s Mokdong District. Since then, the company has been providing environmental
plants that are clean, safe and efficient.

Incinerators continue to be upgraded to address increasingly serious environmental problems. SK
Engineering & Construction provides environment-friendly incinerator plants that eliminate airborne
pollutants and provide heat, hot water and electricity for homes in the vicinity. In addition, SK E&C is
developing original technologies for applying plasma to minimize the problems of airborne emissions
and ash that plague waste incinerators.

The automated waste collection system works like a vacuum cleaner. Residents of multiunit homes
throw their waste into a waste inlet. From there it is sucked through an underground network of
pipes to a reception facility in the terminal station. No more garbage trucks have to run through the
neighborhood, and the overall environment is much more sanitary. The system is currently being
installed in Korea’s “new towns” and residential development zones. In the future, the company
expects to supply the system to redevelopment areas privately invested development projects. In
February 2007, SEK Engineering & Construction received an order to supply an automated waste
collection system to Songdo International City Section 4. The company will provide a sanitary solution
to the waste collection problem and lay the foundation for expanding its involvement in this growing
business segment. 

Korean government policy now requires minimal landfill use maximum waste recycling. SK
Engineering & Construction won a government contract in October 2007 to build a test facility for
recycling waste plastic from landfills in the Greater Soul Area. This project will put the company on
the cutting edge of resource reuse and waste-to-energy facilities. If the test project succeeds, the
Ministry of Environment will curb the use of landfills and incinerators. In their place will be installed
mechanical biological treatment and refuse-derived fuel facilities in the cities of Wonju, Busan,
Gongju, Pohang, Daejeon, Gwangyang and Yeongju. Currently, Korea processes 80 tons of waste
plastic a day, but that figure will be increased to 1,200 tons per day by 2012. SK E&C is at the
forefront of the waste plastic-to-energy market, which is forecasted to be worth some KRW 500
billion a year by 2009. This business will reduce the environmental load of solid waste and supply
clean energy, offering a new paradigm in waste management.

>>Major Projects                                                                                                (KRW in billions)

Project

Incinerators of Mokdong, Seoul
Incinerators of Sangmu, Gwangju
Incinerators of Euijeongbu
Incinerators of Gangnam, Seoul
Automated Waste Collection Systems 
in Songdo Int’l City Sec. 4
Waste-to-energy Facilities on Landfill waste plastic 
to energy, Greater Seoul, test project

Cost

28.9
47.8
33.5
73.7
13.9

20.9

Completion

Feb. 1996
Sept. 2000
Nov. 2001
Dec. 2001

Under construction (Jun. 2008)

Under construction (Sept. 2011)



From FEED to EPC, SK E&C
is emerging as the global
leader in energy-related
construction.

The expanding global engineering and construction market is providing Korea
with an opportunity to be a top builder of petrochemical plants. During the past
30 years, SK Engineering & Construction has acquired the global marketing
network, project management knowledge, engineering technology and IT
system to build large-scale petrochemical plants and gas processing plants
around the world.

BUSINESS HIGHLIGHTS

Contract results of FEED & EPC

KRW 1.57 trillion

KOC FMP in Kuwait 



MDU ProjectNEP in Ulsan 

SK E&C is capable of carrying out converted engineering, procurement and construction (EPC)
projects, which include the front-end engineering and design (FEED) phase as well as detail
engineering, commissioning and startup. Such a comprehensive approach allows the company to
save clients’ time and money and minimize risks associated with construction work and operation.
Thus value for the client is raised.

About 80% of the cost of a petrochemical plant is determined during the FEED phase. Core
technologies for lowering total lifecycle cost are applied up front-before construction is begun. This is
where the basic data for detail engineering are obtained, affecting the efficiency of the plant facilities
and the cost of plant operation. Ultimately, what takes place during FEED has a direct effect on the
plant’s economy, safety and environmental friendliness. SK E&C conducts FEED studies by using
proprietary process management and plant design systems to offer the optimal solution after
considering the client’s budget as well as time, ROI and operating cost requirements.

Specialized upstream gas and oil technologies enabled SK Engineering & Construction to win a gas
train project from Kuwait National Petroleum Co. in 2007. This project entails the construction of a
plant inside the Mina Al-Ahmadi Refinery that processes natural gas and condensate into ethane,
propane, butane, KNG and fuel gas. SK E&C will directly perform all phases of the project, from FEED
to EPC. It will provide the company with an opportunity to demonstrate its FEED capabilities as well
as to establish a solid foothold in the natural gas plant market.

Also in 2007, SK Engineering & Construction, in close cooperation with the Thai client Rayong
Refinery Public Co., completed the FEED phase of a facility upgrade project. The company is now
performing the back-end EPC phase.

>>Major Projects                                                                                                (KRW in billions)

Project

FEED Package for RRC Upgrade

4th Gas Train

Jurong Aromatics Complex

Cost

97.7

646.9

826.2

Period

Nov. 2006 - Dec. 2008

Jan. 2008 - Feb. 2011

Feb. 2008 - Jun. 2011



Environment-friendly
technology and extensive
know-how offer a
blueprint for next-
generation high-speed rail
National economic development and accelerated population concentration
in major cities caused logistics costs to soar in Korea. SK Engineering &
Construction has helped to solve the problem by joining the Seoul-Busan
High-speed Rail Construction Project in June 1992. This is the largest
single project ever undertaken in Korea, and to date SK E&C has
completed seven sections, totaling 66 kilometers, the second highest total
in the project.

BUSINESS HIGHLIGHTS

Contract results of high-speed rail

KRW 510.1 billion

The Seoul-Busan High-speed Rail 



Seoul-Busan High-speed Rail 9-1Seoul-Busan High-speed Rail 8-2

The Seoul-Busan High-speed Rail Line is 412km long, including 189km of tunnels, 112km of bridges,
and 11km of regular railway bed. The high percentage of bridges and tunnels necessitate
sophisticated civil engineering technology to complete the job. Preparation was thorough, to include
ecosystem impact assessments, precision geological surveys, 3D designs and pre-project simulations,
in order to ensure that trains can travel safely and quietly at 300 km/hr. Advanced equipment and
construction methods are being employed to ensure flawless work, followed by painstaking
inspections. In the first construction phase, a 282km stretch of track was opened in April 2004, and
now the remaining 130km is being built in the second phase.

SK E&C began work on Section 5-1 of the Seoul-Busan High-speed Rail Line in 1993 and has now
completed seven sections, amounting to 66 kilometers. This is the second highest total by any project
participant. In 2002, the Korea High Speed Rail Construction Authority (KHRC) named SK E&C an
“outstanding contractor,” testimony to its technological expertise.

SK E&C is building Section 13-3 through the first alternative proposal bid awarded in the Seoul-Busan
High-speed Rail Construction Project. This 13.28km section includes Wonhyo Tunnel (8.44km), which
is currently under construction. The environmental impact of the tunnel has become a hotly debated
issue among the Korean public, and concern was voiced that digging the tunnel would deplete the
swamps above it. Automated instruments were brought in to monitor for any adverse effects. In
addition, SK E&C is blasting with sophisticated electronic detonators to control vibration and
minimize damage to the bedrock.  

Section 14-3, the last hurdle in the Seoul-Busan High-speed Rail Line, consists of a 6.09km tunnel
leading to downtown Busan, and the entire section passes through the city center. Extra care is being
taken to minimize noise and vibration and achieve the proper depth. After the tunnel-boring machine
has made a pass, the cavity is expanded with controlled blasting.

SK E&C has acquired proven technology by participating in the Seoul-Busan High-speed Rail Line
project. The company expects to use its experience and know-how to participate in the upcoming
construction of a 230.9km branch line originating in Osong and passing through Iksan and Gwangju
before reaching Mokpo. This Honam High-speed Rail project will cost an estimated KRW 10.54
trillion. Moreover, twenty-seven other existing rail lines totaling 1,470km in length will be upgraded
between 2009 and 2014 to allow trains to run at an average of 200 km/hr. SK E&C will also take
part in this work as part of an ongoing effort to lead the railway construction sector.

>>Major Projects                                                                                                (KRW in billions)

Section

Seoul-Busan High-speed Rail 5-3

Seoul-Busan High-speed Rail 9-1

Seoul-Busan High-speed Rail 8-2

Seoul-Busan High-speed Rail 14-2

Seoul-Busan High-speed Rail 13-4

Seoul-Busan High-speed Rail 13-3

Seoul-Busan High-speed Rail 14-3

Cost

123.7

70.7 

106.5

33.5 

46.6

64.5

64.6

Period

May 1993 - Dec. 2000

Dec. 1996 - Oct. 2001

Jul. 1998 - Dec. 2002

Nov. 2002 - Mar. 2009

Nov. 2003 - Feb. 2008

Dec. 2003 - May 2009

Nov. 2004 - Jul. 2009
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SK E&C
In 2008, we will remain committed to
helping all stakeholders to grow and
enjoy a better life.

To Our Shareholders, Business Partners and Clients:

We concluded the last year of our 2nd To-be Model in 2007 and
achieved a record annual performance: over KRW 6.72 trillion in new
orders, more than KRW 4.13 trillion in sales and KRW 211.4 billion in
operating profit. Each business division secured significant new growth
engines by diversifying the portfolio and globalizing operations. 

While carrying out current projects, our Civil Engineering Business
Division has been busily preparing to expand involvement in privately-
funded infrastructure (PFI) projects, moving from the domestic market to
overseas markets. 

The Architecture Business Division managed to pre-sell all units in the
Asan Pentaport project and to win new orders for major mixed-use
development projects at Unjeong (Paju), Dohwa (Incheon and the Seoul
Station area. The ground has been laid for the SK E&C to play a leading
role in this sector as well.

The Petrochemical Plant Business Division, meanwhile, proceeded with
the final stages of a facilities modernization project for Kuwait Oil Co.
(KOC) and Reformer and Aromatics Complex II for Aromatics (Thailand)
Public Co. (ATC). The Division was also awarded the Jurong Aromatic
Project, which is the largest order from Singapore ever for a Korean
company, and its first-ever gas processing plant contract. 

The Industrial Plant Business Division received a blast furnace
construction contract from Hyundai Steel and Korea’s first “ubiquitous
city” project, which is being built inside the new Songdo International
City at Incheon. This advanced communication system promises to be
an important growth engine for the future.

Major accomplishments were made during the 2nd To-be Model. Each
division made meaningful progress in terms of growth, development
and financial soundness while establishing a system for promoting key
organizational changes. The field innovation group activities at
construction sites helped to spread the wave of change and lay the
groundwork for SK Engineering & Construction to reach the next level
of sophistication. 

Sohn Kwan-ho
Vice Chairman & CEO
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The 3rd To-be Model starts in 2008 amid financial instability from rising
interest rates and a tight money market. In addition, the Korean
government has tightened regulations to curb real estate speculation,
causing housing construction market to slump. As a result, home
builders are competing fiercely with one another. Given these various
adverse conditions, construction companies will have difficulty in
sustaining the rate of growth and development that they enjoyed in
2007. 

Despite the tough business environment, we at SK Engineering &
Construction have set an even more aggressive business plan for 2008.
Our goals simply must be reached for us to carry out our 3-year 3rd To-be
Model successfully and to reach our Challenge 2015 target over the
longer term. 

Our first order of business is to cut costs in order to improve our revenue
structure and raise our order taking competitiveness. These measures
are needed to overcome the domestic and overseas challenges and
enhance our ability to execute the 3rd To-be Model. We will also focus
on expanding our global business and securing the necessary global
operation competencies to support this expansion. Moreover, our risk
management system will be upgraded to prepare us better for dealing
with future problems.

In addition, we will acquire the capabilities to provide total solutions.
This will be raising our own value as well as clients’ value and enable us
to become a top-tier company.  

As I mentioned, we expect 2008 to be one of the most difficult and
challenging times we have ever faced. However, all of our people are
ready to do whatever it takes to overcome the hardship and any
possible crisis.  We will remain committed to helping all stakeholders to
grow and enjoy a better future. 

We thank you for your trust and support and look forward to working
with you in the future for the benefit of all.

SK E&C
We made meaningful progress in

terms of growth, development and
financial soundness in 2007.

Yoo Woong-suk
President & CEO
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March┃A31 Block in Cheongna
Korea National Housing Corp. awarded SK Engineering & Construction
with the contract to build 865 apartment units with a total of 162,280㎡
in floor space on a 58,130㎡ site in the Cheongna area of Incheon.
Cheongna includes three economic free zones-Songdo, Yeongdong and
Incheon. The area is located close to the Incheon International Airport as
well as to Seoul, and is currently being developed as an international hub
for the finance, tourism and leisure industries.

April┃Engineering Center in India
SK E&C India Private Ltd. was opened in Delhi as part of a companywide
drive to globalize human resources. The subsidiary will share the
engineering workload, enabling SK E&C to expand the scope of its
projects and improve the competitiveness of global operations over the
mid- and long term.

June┃Office Complex in Pan-gyo Venture Valley 
SK E&C won the contract to build seven 10-story office buildings, each
with three basements, in Lot C-2 of Pan-gyo Techno Valley, part of the
residential development area of Pan-gyo New Town. The contracted
amount is KRW 91.8 billion, and the project will take 22 months to
complete.

July┃Section 4 of Eunseong-Chungju Expressway  
SK E&C (90%) and Towoo Construction (10%) jointly won a KRW 54
billion contract to build a 6.6km section of 4-lane expressway near the
city of Cheongju, in North Chungcheong Province. The project will
include bridges and tunnels and will take around 70 moths to complete.

August┃Redevelopment in Gajaeul New Town
SK Engineering & Construction was designated a joint contractor, along
with GS Engineering & Construction and Hyundai Development, for
redeveloping Section 4 in Gajaeul New Town, in Seoul. The contracted
amount is KRW 273 billion, and the project includes the construction of
63 buildings of multi-unit housing for a total of 4,045 units.

September┃Mix-use Development in Pan-gyo 
This project, jointly funded by the public and private sectors, is to develop
the central business district and commercial-residential buildings in Pan-
gyo New Town. The client is Korea Land Corp., which has formed a
consortium that includes SK E&C and Lotte Construction. More than
KRW 5.67 trillion will be invested to build commercial-residential
apartments, a hotel, office space, retail space and cultural facilities.
Ground will be broken in July 2008 and construction will be completed in
April 2012. 

October┃US$ 900M Plant in Singapore 
SK E&C has been awarded an engineering, procurement and
construction (EPC) contract for large-scale aromatics complex inside the
Jurong Petrochemical Complex in Singapore. When completed in 2011,
the complex will be capable of producing four million tons of paraxylene,
benzene, orthoxylene and other petrochemical products per year.

November┃US$ 700M Gas Plant in Kuwait
Kuwait National Petroleum Co. awarded SK Engineering & Construction
an exclusive contract to build a US$700 million gas processing facility at
the Mina Al-Ahmadi Refinery, on the Persian Gulf coast. SK E&C will
perform the front-end engineering and design, detailed design,
procurement and construction work.

Mixed-use Development at Unjeong
This KRW 2.6 trillion project was awarded to the NH-SK Consortium. SK
Engineering & Construction is the lead company among the twenty
participants, which include Lotte Construction and Hanwha E&C. A
department store and discount store will be among the structures to be
built on a site of 1.05 million square meters.

Yongsan Station Area Development Project
International business, commercial, cultural and residential facilities are to
be built on a 3,192,679㎡ site in downtown Seoul at a total cost of KRW
28 trillion. SK E&C will be part of a consortium that will include Samsung
E&C and the National Pension Service. Construction work begins in 2010
on what will become a world-class mixed-use complex that incorporates
the three major areas of finance, information technology and tourism.

December┃Blast Furnaces for Hyundai Steel 
This project involves the construction of two 4.08 million-ton blast
furnaces at the Hyundai Steel Dangjin Works. Coke is burned in a hot air
blast, heating up the furnace to reduce and melt iron ore into pig iron
and slag. Facilities include the blast furnace, automated conveyor, Venturi
Scrubber and Cowper stove. Construction will take 36 months and cost
KRW 135.9 billion.

Songdo U-City PF Project
The SK Telecom Consortium was awarded the contract to build the PR
experiential showroom and transportation transfer facility for Songdo U-
City. The ubiquitous communication network will be installed by SK
Telecom and SK C&C, while SK E&C will be involved in the construction
aspects of this, the world’s first-ever “ubiquitous community.” This
project which has the unique concept, the first Wave City where future
technologies are materialized, will be projected with a total value of
KRW130 billion.

February. 2008┃Additional Order from Gunjang Energy 
SK E&C, which installed and is now commissioning two coal boilers (200
tons/hr) for Gunjang Energy, was awarded another order for a steam
generation plant (250 tons/hr, 94㎏/㎠) in 2007. The new facility will
meet growing demand for steam within the Gunsan Industrial Complex.
The turnkey project will be paid in a W104 billion lump sum and will
require 28 months to complete. 

2007 AT A GLANCE
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Civil Engineering

Architecture & Housing
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Industrial Plants
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Forestry Property/Others
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The Civil Engineering Business Division has continued to lead the domestic
market since receiving the largest number of turnkey projects from the
Korean government in 2005. In 2007, the Division expanded its
involvement in privately-funded infrastructure (PFI) sector, winning the
most projects that include architectural consulting services. Efforts have
also been made to attract outstanding personnel to increase participation
in wholly private sector development projects, which can generate new
demand.

The product has been diversified to include environmental projects in
2007. Feasibility studies are under way one expansion into the energy
sector as well. The Division is leveraging superior technology and business
models to go after engineering, procurement and construction (EPC) and
build-operate-transfer (BOT) projects overseas. Thus the groundwork has
been laid for becoming a major global player. At the same time, value
chain expansion intra-Group cooperation are being pursued in order to
grow as a total solutions provider that satisfies all client needs and brings
added value.

Two built-transfer-lease (BTL) contracts in the environmental sector were
received in 2007, diversifying the portfolio beyond the usual road and
railway projects. At the same time, the possibility has been raised for
entering untapped areas such as alternative energy.

In addition, the Division is expanding involvement in PFI projects and
pursuing privately-led development projects, offering opportunities to
transform civil engineering into a demand generating business. 

A Presidential Commendation was received for work on the Cheongwon-
Sangju Expressway. Numerous other citations have been received as well
from the Minister of Constriction & Transportation, Minister of
Environment and local government organizations, testimony to
outstanding project execution for full client satisfaction.

Expanding involvement in PFI, entering the environmental sector

Major areas for the Civil Engineering Business Division include turnkey projects,

Korean government projects awarded to the lowest bidder, PFI projects, and

overseas BOT and EPC projects. Sales have been averaging 18% annual growth.

With such a solid portfolio, SK E&C is preparing to emerge as a top-tier player in

the domestic civil engineering market.

2005

612.2

533.4

387.1

2006 2007

Business Overview
Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property/Others

Research & Development

•Civil Engineering Sales (KRW in billions)

Civil 
Engineering



SK
 E

&
C

 2
00

7 
A

nn
ua

l R
ep

or
t 

19

14.8%up
Sales from government projects totaled KRW 489.6 billion in 2007.
These included the Ulsan crude oil stockpile expansion project, new
road connecting the Incheon Grand Bridge, and Section 14-3 of the
Seoul-Busan High-speed Rail Line. Sales from private sector
projects amounted to KRW 122.6 billion, including work on roads
connecting Yong-in and Seoul as well as Busan and Geoje Island,
and cleanup of the Incheon Logistics Center.

Gochang-Jangseong expressway 2

Head of Civil Engineering Division

Choi Young-tae
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Sales totaled KRW 612.2 billion in 2007. This figure includes KRW 489.6
billion in government contracts, including the Ulsan crude oil stockpile
expansion, new road connecting the Incheon Grand Bridge, and Section
14-3 of the Seoul-Busan High-speed Rail Line. Private sector projects,
including the Yong-in-Seoul road, Busan-Geoje Island road and Incheon
Logistics Center cleanup, brought another KRW 122.6 billion in sales. 

New orders for the year amounted to KRW 610 billion. These included
KRW 188.9 billion in turnkey projects, KRW 271.2 billion in BTL and other
PFI projects, and KRW 149.9 billion in government projects awarded to the
lowest bidder along with other project types. 

The Division has demonstrated excellent competitiveness by winning the
highest turnkey project total in the Korean industry and KRW300 billion in
PFI projects. Another KRW 138 billion in projects were awarded on the
basis of the lowest bid. Thus, the new orders represented a well-balanced
mix of project types. To bolster prospects for long-term growth, the
Division developed new tunnel and underground space utilization
concepts, while new production capabilities were strengthened by
promoting soil remediation projects. Projects for overseas expansion were
standardized as part of an ongoing diversification effort.

2008 Plans

The projected 2008 sales total is KRW 730 billion, while new orders are
expected to reach KRW 1.16 trillion. The sales target will be achieved by
thoroughly managing processes. The plan for new orders breaks down as
KRW 980 billion in the domestic market, including KRW 380 billion in
turnkey projects, KRW 350 billion in PFI projects and KRW 250 billion in
general government contracts and other categories. Overseas orders for
the year have been set at KRW 180 billion.

The Division has been aggressively promoting overseas projects since
2005. This effort will be further in 2008 by pursuing projects related to the
technology-based global strategy of underground construction. Two
overseas build-own & operate-transfer (BOT) projects (including one in
Laos) are scheduled for 2009, helping to sustain the growth trend. In
addition, project management competencies are being upgraded to secure
cost competitiveness and generate a steady profit.

Cheongwon-sangju expressway
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Business Overview
Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property/Others

Research & Development

2006

1,160.0

610.0

884.0

2007 2008(E)

•New orders (KRW in billions)

2006

2,930.6

2,500.62,502.8

2007 2008(E)

•Order backlogs (KRW in billions)

KRW1.16Trillion
The Civil Engineering Business Division will continue to win a balanced
mix of new orders in 2008, strengthen new production capabilities, 
and pursue action plans for entering new kinds of projects overseas. 
New orders for the year are expected to reach KRW 1.16 trillion.

•••• Current  Projects ••••

Privately-funded Infrastructure
Masan Port development (Phase 1-1) (Apr. 2005-Mar. 2010)
Yongin-Seoul Expressway Section 6 (May 2006-Apr. 2009)
Busan-Geoje Island road construction (Dec. 2004-Nov. 2010)

Industrial & Residential Site
Golf & villa facilities for Alpensia Resort Section A (Gangwon Province) 
(Jan. 2006-Apr. 2012)
Unjeong, Paju residential zone site preparation Section 1 (Jun. 2005-Aug. 2008)
Site preparation for Baebang, Asan residential zone development Section 3 
(Feb. 2006-Jul. 2009)

Roads & Bridges
Incheon Grand Bridge connecting road Section 4 (Dec. 2005-Aug. 2009)
Chungju City National Road alternate route (Yongdu-Geumga) 
(Jun. 2002-Dec. 2010)

Railways & Subways
Seoul-Busan High-speed Rail Line Section 14-3 (Nov. 2003-Jun. 2009)
Central Line (Deoksu-Wonju) double track Section 3 (Mar. 2001-Dec. 2008)
Seoul Subway Line No. 7 extension in Incheon Section 706 (Jul. 2005-Sept. 2010)

Environmental & Other
Incheon Logistics Center cleanup (Oct. 2005-Dec. 2008)
Lower reaches of Han River water supply system Section 1 (Jun. 2005-Jul. 2008)
Ulsan crude oil stockpile expansion project (Oct. 2005-Dec. 2008)
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The Architecture & Housing Business Division recently entered mixed-use
development projects at Dohwa (Incheon), Baebang (Asan), Unjeong
(Paju) and the Yongsan Station Area (Seoul). It is also involved in the
establishment of the Ubiquitous City Experiential Showroom at Songdo.
Such projects spur local economic development and generate new value.
The Division continues to aquire advanced technology and develops
product from the clients’ point of view to lead its business segment. 

The Architecture & Housing Business Division delivers optimal quality and
cutting-edge designs in an ongoing commitment to building spaces that
satisfy. This effort has achieved tangible results across the board, from
design to client services. In 2007, for example, the Division won Korea’s
Good Design Award in the Architectural Design category, the Housing
Services Grand Prize, Korean Service Satisfaction Grand Prize, and
Customer Satisfaction Managmenet Grand Prize. During the year, the
Division’s involvement in urban renewal expanded significantly. 

In Seoul, redevelopment or reconstruction contracts were received in
Samseon Block 1, Gajaeul New Town Block 4, and Jong-am Block 6, while
in Busan reconstruction projects were received in Busan’s Yongho Block 3
and Yangjeong Block 1. Thus, the Divison has created economic value in
local communities and helped to stimulate commercial activity.

Building townhouses, which offer the convenience of an apartment and
the comfort of a single-unit home, is now seen as a way to boost Korea’s
sluggish housing market. SK E&C is in step with this trend, offering its
premium Apelbaum townhouse brand in the Greater Seoul Area at
Yongin-Dongbaek, Pangyo and Giheung. Advance sales of Apelbaum
townhouses are also underway at well-situated locations in Seoul’s
Nonhyeon and Samseong Districts. Thus, SK Engineering & Construction is
well aware of changing consumer needs and remains a step ahead of the
competition in catering to those needs in order to lead the Premium
housing market in Korea.

Engaging in large-scale mixed-use development, realizing environmental friendliness and ubiquitous connectivity.

The Architecture & Housing Business Division applies the latest construction methods and state-of-

the-art systems to provide clients with pleasant and flexible spaces for living and working.

Moreover, the Division is committed to offering homeowners new kinds of value. 

The motto “Convergence for a Better Life” is practiced by building in environmental friendliness

and adopting the ubiquitous connectivity concept.

2005

1,189.7

1,281.7
1,209.3

2006 2007

•Architecture & Housing Sales (KRW in billions)

Architecture &
Housing 

Business Overview
Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property/Others

Research & Development
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7.2%down
The Architecture & Housing Business Division is building the Ilsan
Production Center and M-City for Munhwa Broadcasting Co.
(MBC); SK Leaders View apartments in Yeongdeungpo, Seoul;
and aprtments in Eunpyeong New Town Block 1 (Section C).
These projects represent a combined value of KRW 420.9 billion.
The Divisions’s total sales were just under KRW 1.19 trillion,
including KRW 768.8 billion in housing units sold as well as sales
in advance of construction. 

Head of Architecture & Housing Division

Song Young-gun

Oryukdo SK View in Busan
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24 2007 Performance 

Sales for 2007 neared KRW 1.19 trillion. The building construction side
totaled KRW 420.9 billion from such construction projects as the MBC
Production Center and M-City in Ilsan (KRW 137.9 billion), Yeongdeungpo
SK Leaders View apartments (KRW 60.4 billion. The housing and advanced
sales segment totaled KRW 768.8 billion, including the Oryukdo SK View
in Busan (KRW 151 billion), and Gwonseon SK View in Suwon (KRW 82.8
billion), and Sosa SK View in Pyeongtaek (KRW 50.1 billion). 

New orders exceeded KRW 2.27 trillion in 2007, led by large-scale projects
with planning and architectural services, “new town” development and
large regional development. Contracts of note include the mixed-use
development at Unjeong, Paju (KRW 418.3 billion); the Songdo U-City
experiential showroom (KRW 431.8 billion) Pan-gyo commercial zone
mixed-use development (KRW 239 billion) and Yongsan Station Area
mixed-use development (KRW 431.8 billion). 

SK E&C has diversified the business portfolio and begun earning
development income to respond effectively to the rapidly changing market
and secure a solid revenue base. The Architecture & Housing Division also
engaged in highly competitive marketing to win orders in the current
business areas. These include the urban renewal projects such as Gajaeul
redevelopment (KRW 273 billion); Yongho Section 3 redevelopment (KRW
194 billion); Yangjeong Section 1 (KRW 148.8 billion) and Samseon

reconstruction (KRW 92.1 billion); as well as such projects on commission
as Pangyo Venture Valley (KRW 91.8 billion) and Pangyo Apelbaum (KRW
38.4 billion). To construct apartments on company-owned land, the
Division has secured sites zoned for multiunit dwellings in the Cheongna
area of Incheon and the new Multifunctional Administrative City in South
Chungcheong Province.

2008 Plans

Targets for 2008 include KRW 1.35 trillion in sales and more than KRW
4.29 in new orders. The portion of sales from Oryukdo SK View, Ilsan M-
City and other current large-scale projects will drop, but the massive
mixed-use projects that were secured recently will go on the books,
allowing the Division to reach its sales goal. 

Aggressive marketing for redevelopment and reconstruction projects, the
increased scale of high-end housing projects, and new orders for major
mixed-use development projects with architectural services will be secured
in collaboration with local government agencies and other private sector
players. This will elevate the public stature SK E&C. Internally, meanwhile,
the Architecture & Housing Business Division will also raise the
competitiveness of its housing products, develop business models as a
total solutions provider, and secure the competencies to break into
overseas markets.

Hyoja SK View in Pohang
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Business Overview
Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property/Others

Research & Development

2006

4,286.4

2,265.6

1,884.5

2007 2008(E)

•New orders (KRW in billions)

2006

7,963.8

5,027.4

3,952.3

2007 2008(E)

•Order backlogs (KRW in billions)

KRW4.29Trillion
Growth will be achieved through ongoing marketing activities for building and
housing construction projects, the expanded scale of high-end housing projects,
and new orders for massive mixed-use development projects with architectural
services. At the same time, the Division will boost product competitiveness,
develop business models as a total solutions provider and secure the competencies
to break into overseas markets. This combined effort is expected to result in new
orders totaling more than KRW 4.29 trillion in 2008.

•••• Current  Projects ••••

Apartment Complexes
Eunpyeong New Town Block 1, Section C (Apr. 2005-Apr. 2008)
Oryukdo SK View in Busan (Aug. 2004-Aug. 2008)
Geumjeongsan SK View in Jangjeon-dong, Seoul (Jun. 2007-Feb. 2010)

Commercial-residential Buildings
Namsan SK Leader’s View (May 2006-Mar. 2009)
Suseong SK Leaders View in Daegu (Apr. 2007-Sept. 2010)

Deluxe “Villas” (Town Houses)
Dongbaek Apelbaum in Yong-in (Jun. 2006-Dec. 2008)
Samseong-dong Apelbaum in Seoul (Nov. 2005-Feb. 2008)

Commercial/Office Buildings 
S-Trenue, Yeoeuido, Seoul (Aug. 2006-Aug. 2009)
KINTEX commercial facilities, Site C-1, Ilsan (Nov. 2007-Jun. 2010)
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The Petrochemical Plant Business Division was awarded the Jurong
Aromatic Project in Singapore and the Rayong Refinery Public Co. Project
in Thailand. As a result, the Division’s business model was upgraded to
encompass all project phases, from basic design to construction work. In
addition, the contract for the Fourth Gas Train Project was won in Kuwait,
laying the groundwork for entry into the gas processing plant sector, which
is important for the world’s leading construction firms. 

The SK Group’s “separate yet together” spirit was in evidence for the
Jurong Aromatics Project. This was a fine example of using competencies
from various SK affiliates (equity investment, EPC and off-take) to raise
value for the client. The project will pave the way for SK Engineering &
Construction to provide total solutions, a strategic direction for emerging
as one of the world’s top-tier EPC contractors.

SK E&C has received much attention in the global market for
petrochemical plant construction. The company’s extensive track record
has provided the technology necessary to achieve a new record for
overseas orders in 2007. In the future, the scale of projects will continue to
expand, which will be accompanied by increased risk. However,
improvements in contract conditions covering cost reimbursement will
ensure careful risk management. The Division will continue to implement
its Capacity Improvement Project as well to strengthen EPC capabilities. A

diverse order portfolio will help to ensure stable and continuous growth,
while the Division advances into LNG floating production storage &
offloading (FPSO) systems as part of the mid-/long-term portfolio
advancement strategy.

Diversifying the portfolio, from petrochemical plants to LNG plants, and outperforming the original target

The Petrochemical Plant Business Division boasts a track record that encompasses all stages of the

industry, from crude oil refining to downstream petrochemical production and LNG storage.

In 2007, EPC projects were received that include FEED services in Kuwait, Singapore and Thailand,

testimony to the company’s advanced design technology and project planning expertise.

2005

1,743.8

812.4

534.5

2006 2007

•Petrochemical Plants Sales (KRW in billions)

Petrochemical
Plants 

Business Overview
Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property/Others

Research & Development
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114.6%UP
The Petrochemical Plant Business Division achieved KRW 951 billion
in sales from overseas activities that include the facilities
modernization project for Kuwait Oil Co. (KOC), aromatics project for
Kuwait Paraxylene Production Company (KPPC), Reformer and
Aromatics Complex II for Aromatics (Thailand) Public Co. (ATC) and
3rd LBO Project in Indonesia. In Korea the construction of a new fluid
catalytic cracker (FCC) also proceeded on schedule helping to boost
annual sales by 114.6% year on year.

Head of Petrochemical Plants Division

Kim Myung-jong

NO. 6 MDU Project
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28 2007 Performance 

Sales surpassed KRW 1.74 trillion in 2007. This figure breaks down as
KRW 951 billion from overseas and KRW 792.8 billion domestically. Major
contributions to the sales total were the FMP project (KRW 444.5 billion),
KPPC aromatics project (KRW 202.3 billion) in Kuwait , ATC #2 project in
Thailand (KRW 134.3 billion), 3rd LBO project in Indonesia (KRW 121.4
billion) and the new FCC project in Korea (KRW 547.7 billion).   

The Division won more than KRW 2.86 trillion worth of new orders in
2007. New contracts in Korea totaled KRW 459.1 billion and included an
NRC revamp (KRW 27.6 billion) and HPPO project (KRW 24.1 billion) in
Korea. Overseas orders, which surpassed KRW 2.4 trillion, included the
Jurong aromatics project in Singapore (KRW 826.2 billion), 4th gas train
project in Kuwait (KRW 646.9 billion) and RRC upgrade in Thailand (KRW
94.4 billion).

Major new orders and improved risk management have enabled the
Division to maintain a relatively high profit margin. Despite rapid sales
growth, thorough safety management has kept the accident rate down to
a mere 0.02%.

Thus, the Division has maintained qualitative as well as quantitative
growth to maintain top-tier status in Korea. Now, the goal is to become a
top-tier global player. To this end, EPC contract performance capabilities

are being enhanced through the in-house Capacity Improvement Project,
which consists of seven major tasks. At the same time, the Division has
established a portfolio diversification strategy.

2008 Plans

Targets for 2008 include more than KRW 1.6 trillion in sales and over KRW
3.29 trillion in new orders. The sales goal can be reached when revenue
from the ongoing KPPC aromatics project in Kuwait and FCC project in
Korea is supplemented by revenue streams from new projects such as the
4th gas train in Kuwait and Jurong aromatics complex in Singapore.

At the same time, the Division continues to diversify its overseas markets,
to include the Middle East, Eastern Europe, the Americas and Asia. This
effort should enable new orders to surpass KRW 2 trillion overseas while
additional new orders are won in Korea. 

Priorities in 2008 are to improve pre-project marketing activities,
strengthen risk management, expand competencies within the Division,
and improve the abilities to conduct FEED serves as well as operation and
management competencies. To this end, the Petrochemical Plant Business
Division will be reorganized, and organizational operation will be
enhanced. The ability to carry out core tasks will be improved as well.

KOC FMP in Kuwait
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Business Overview
Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property/Others

Research & Development

2006

3,289.5

2,860.6

1,212.6

2007 2008(E)

•New orders (KRW in billions)

2006

4,785.0

3,096.8

1,980.0

2007 2008(E)

•Order backlogs (KRW in billions)

KRW3.29Trillion
The Petrochemical Plant Business Division will diversify overseas markets in
2008, to include the Middle East, Eastern Europe, Americas and Asia, in a bid
to achieve more than KRW 2 trillion worth of new orders outside Korea.
Meanwhile new orders will also be won inside Korea so that the total for the
year should surpass KRW 3.29 trillion.

•••• Current  Projects ••••

Domestic Projects
New FCC construction (May 2005-Jun. 2008)
HPPO project (Aug. 2005-Mar. 2008)
BDO project (Oct. 2005-Mar. 2008)

Overseas Projects
Facility modernization in Kuwait (Nov. 2005-Mar. 2008)
Aromatics complex for KPPC (Feb. 2006-Jul. 2008)
Gathering center-24 (Mar. 2007-Aug. 2010)
4th gas train (Dec. 2007-Feb. 2011)
Jurong aromatics complex (Feb. 2008-Jun. 2011)
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The Industrial Plant Business Division won orders for Units 1 and 2 at the
Singori nuclear power complex in June 2003, followed by orders for Units
3 and 4. Building four nuclear reactors at the same time provided an
opportunity to acquire extensive technology in the field. The Division is also
taking part in a community energy services (CES) project led by SK E&S and
is cultivating the ability to execute turnkey EPC power generation projects
and emerge as a major player in the field. 

The Division won the contract to build two blast furnaces for an integrated
steel mill at Dangjin, Korea. This project will serve as a bridge to overseas
markets. At the same time, the Division is diversifying into environmental
projects with orders for a high-tech automated waste collection system and
plastic waste-to-energy facilities.

The Industrial Plant Business Division continues to cultivate capabilities to
perform EPC projects, providing SK E&C with a new growth driver that will
go into high gear from 2008. The Division will take its current mainstay
products offshore and participate in more domestic power generation
projects to lay the groundwork for overseas expansion. 

Advancing into new technology areas and securing a platform into overseas markets

The Industrial Plant Business Division has extensive experience in technology for building logistics

systems, environmental plants and industrial plants. As the result, the Division can now customize

projects to meet specific needs. The Division builds incinerator plants that greatly reduce the amount

of airborne pollutants that are released into the atmosphere. Other facilities available from SK E&C

include water purification plants and wastewater treatment plants for conservation of water

resources and fine chemical plants for the pharmaceutical, synthetic fiber and chemical industries.

Sales activities are now being expanded globally.

2005

120.7

95.5

61.4

2006 2007

•Industrial Plants Sales (KRW in billions)

Industrial 
Plants 

Business Overview
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26.4%UP
In 2007, sales totaled KRW 120.7 billion, with KRW 60.5 billion
from the power generation area and KRW 60.2 billion from
environmental and industrial projects. The Division also continued
to cultivate its EPC contractor capabilities, joined a CES project led
by SK E&S, and moved into new environmental project areas.
Thus the groundwork has been laid for new growth in 2008.

Head of Industrial Plants Division

Kwon Hong-ki 

Yeongheung heat power plants
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32 2007 Performance

Sales in 2007 were KRW 120.7 billion. Power generation projects contributed
KRW 60.5 billion of this figure, mainly from the construction of Yeongheung
thermal Units 3 and 4 (KRW 33.2 billion) and Singori nuclear Units 1 and 2 (KRW
25.2 billion). On the environmental and industrial side, the Division earned KRW
60.2 billion in sales, including an integrated logistics center for the Greater Seoul
Area (KRW 23.6 billion) and a coal boiler ordered by BASF (KRW 8.2 billion). 

The Division received new orders totaling KRW 511.3 billion. Power generation
projects represented KRW 314.6 billion of this total, including thermal co-
generation plants serving Pyeongtaek and Godeok (KRW 125 billion), the main
facilities for Units 3 and 4 at the Singori nuclear power complex (KRW 109.2
billion), and the community energy services project for the Hakha area in Daejeon
(KRW 60 billion). Industrial and environmental projects contributed KRW 196.7
billion to total sales, including blast furnaces at Hyundai Steel (KRW 123.5 billion)
and a coal boiler for BASF (KRW 49.8 billion). 

SK E&C was awarded the project to build the main facilities used in Units 3 & 4 at
the Singori nuclear power complex. This comes after the company won the order
for Units 1 and 2 in 2003, meaning that the synergy effect can be maximized.
Orders were also received for two projects being co-organized with SK E&S, a gas
supplier affiliate of the SK Group. These projects are the thermal co-generation
power plant for Pyeongtaek and Godeok and the community energy services
project for the Hakha area in Daejeon. Therefore, the Division has established a

springboard for becoming a major player in power plant construction. Other orders
included blast furnaces for Hyundai Steel and an automated waste collection
system-areas that can become new growth drivers for the future.

2008 Plans

The Industrial Plant Division aims to achieve KRW 320 billion in sales and KRW
665 billion in new orders during 2008. Projects won in 2007 will proceed on
schedule to meet the sales target. Meeting the new order target will establish a
solid foundation for growth as well.

In the power generation area, projects organized with SK E&S will begin and
capabilities will be cultivated for performing additional projects together in the
future. Other projects ordered domestically will also go forward.

The blast furnace construction for Hyundai Steel will begin in earnest as the
Division works to win similar projects outside Korea. In addition, preparations will
be made to break into new areas. These include pharmaceutical plants and other
specialty chemical plants that are being moved to biotech industrial clusters in
Korea as well as   renewable energy facilities such as bio-ethanol plants. 

In the environmental area, the Division will proceed with the automated waste
collection system and waste-to-energy facility projects that were secured in 2007.
Efforts will also be made to win new orders in the established areas of incinerators,
wastewater treatment plants and deNOx/deSOx systems.

Sangam Community Energy System
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Business Overview
Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property/Others

Research & Development

2006

665.0

511.3

75.8

2007 2008(E)

•New orders (KRW in billions)

2006

869.8

524.8

134.2

2007 2008(E)

•Order backlogs (KRW in billions)

KRW665Billion
In 2008 the Division will bolster its competitiveness in environmental and
power generation projects to raise sales 165% year on year to KRW 320
billion. New orders are expected to rise 30% to KRW 665 billion, establishing
a firm foundation for growth. Project execution competencies will also be
reinforced to ensure everything proceeds smoothly.

•••• Current  Projects ••••

Power Generation
Singori nuclear power Units 1 and 2 (Aug. 2003-Dec. 2011)
Main facilities for Singori nuclear power Units 3 and 4 (Apr. 2007-Sept. 2014)
CES project for Hakha area of Daejeon (Sept. 2007-Dec. 2010)

Industrial/Environmental 
Coal boiler for BASF (May 2007-Jul. 2009)
Automated waste collection system for Block 4 of Songdo International City 
(Apr. 2007-Jun. 2008)



SK Engineering & Construction has installed wired and wireless networks,
establishing mobile phone base stations and broadband information networks
nationwide. The U-Business Division has the most extensive track record and
know-how in Korea as well as top-tier project management capabilities. Over
the past decade, SK E&C established Korea’s first satellite radio monitoring
center and has provided intelligent transport systems, acquiring the know-how
and competitiveness to provide clients with optimal total solutions.  

SK E&C has leveraged its strengths as a construction company to create the
unique Ubiquitous Product Package (UPP), which is being applied to the U-City
project. The company has developed Korea’s first wireless home network system
that uses the Zigbee standard, providing home network services to lead the
market for ubiquitous connectivity.

In 2006, SK Engineering & Construction was commissioned to perform
ubiquitous strategy planning for the new Multifunctional Administrative City in
South Chungcheong Province. The company has also completed two highly
successful test bed projects for U-Songdo and U-Sejong City. The framework has
been built for taking an early lead in the U-City market, which promises great
growth potential. SK E&C has also found solutions for managing ubiquitous
communication access on roads and bridges as well as in public areas.
Commercialization of these solutions will lead to new business opportunities in
the future.

The development and application of the UPP enabled SK Engineering &
Construction to perform project financing for the mixed-use development of the
Unjeong area in Paju as well as site preparation for the Songdo U-City
experiential showroom and the public transportation transfer center.

In the future U-Business Division will continue to promote the home network
business and further develop the UPP as part of the U-City project. Additional
orders for construction-related U-business projects will solidify SK E&C’s
leadership in this segment and help to drive the future growth of the company.

Realizing the U-City, advancing as the global leader in ubiquitous networks.

In 1995, SK Engineering & Construction became the only domestic company to work on building

the advanced mobile phone service network. Today, SK E&C offers clients total solutions for

telecommunications systems, from engineering and procurement to construction, installation,

operation and management. In addition, the company has established an early lead in the

budding market for ubiquitous networks, which include home networks as well as the U-City

concept.

2005

404.4

318.6
334.0

2006 2007

•U-Business Sales (KRW in billions)

Ubiquitous
Business 
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26.9%UP
Orders from SK Telecom increased in 2007 as the company worked
to increase its share of the 3G mobile communications services
market. Sales from the installation of base stations amounted to
KRW 300.9 billion, far higher than the year before. Moreover, a
project for SK Networks garnered KRW 101.1 billion in sales,
raising the total to KRW 404.4 billion. 
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Head of U-Business Division

Ham Stefan-yoon

The Songdo U-City experiential showroom 
and the public transportation transfer center. 
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36 2007 Performance

The U-Business organization was restructured and expanded in 2007 to
strengthen its operations base. Improved marketing competitiveness
attracted more orders from outside the SK Group, while the company
advanced into new markets. Sales totaled KRW 404.4 billion in 2007. SK
Telecom, which enjoyed an advantageous position in the 3G mobile
communications market, increased its orders for base station installation,
boosting sales from this segment sharply to KRW 300.9 billion. Sales from
a project contracted from SK Networks came to KRW 101.1 billion, about
the same as in 2006. 

New orders in 2007 were KRW 469.8 billion. This included the installation
of 3G mobile communications bases stations and repeaters for SK Telecom
(KRW 367.7 billion), and the installation of an optical pipeline for SK
Networks (KRW 102.1 billion). In addition to the quantitative growth, the
company completed the ubiquitous strategy planning project, ordered in
2006, for the new Multifunctional Administrative City as well as the test
bed projects for U-Songdo and U-Sejong City. The company’s development
and application of the ubiquitous product package earned it the right to
perform project financing for the mixed-use development in the Unjeong
areas of Paju as well as the site preparation for the Songdo U-City
experiential showroom and transportation transfer center. In addition to
paving the way for the U-business, SK E&C has firmly established itself as
the provider of total solutions for ubiquitous networks.

2008 Plans

U-Business Division sales are expected to reach KRW 375 billion in 2008.
Revenue of KRW 354 billion will be earned from the ongoing installation of
wired and wireless communications infrastructure. An additional KRW 21
billion will come from a build-transfer-lease (BTL) contract from the
Ministry of National Defense as well as from the initial orders for home
networks and the U-City project. In 2008, new orders totaling KRW 381
billion are expected for installing broadband and wireless networks. 

Improved marketing and technology competitiveness from the ongoing
effort to expand the U-business should translate into new orders for
integrated wired/wireless hardware for Korean National Railroad and the
Ministry of National Defense. The Division will continue to promote the U-
business (U-City and home networks in particular) in connection with the
UPP as a future growth area. Efforts will also be made to take the U-
business to overseas markets. 

S-DMB installation 
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Business Overview
Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property/Others

Research & Development

2006

381.3
469.8

340.2

2007 2008(E)

•New orders (KRW in billions)

2006

123.4
117.1

51.7

2007 2008(E)

•Order backlogs (KRW in billions)

KRW381.3Billion
The U-business will continue to earn steady revenue in 2008 from the
installation of wired and wireless networks. A BTL order from the Ministry of
National Defense as well as initial orders for and the launching of home
networks and the U-City project should result in total sales of KRW 375
billion and new orders worth KRW 381.3 billion. 

•••• Current  Projects ••••

Communications
Optical pipeline installation (Jan. 2007-Mar. 2008)
RF repeater installation (Jan. 2007-Mar. 2008)
Base station installation (Jan. 2007-May 2008)

Ubiquitous Networks
Site preparation for U-City experiential showroom and transportation transfer
center (Jan. 2008-Jun. 2009)



SK
 E

&
C

 2
00

7 
A

nn
ua

l R
ep

or
t 

38

The Forestry Property Division manages a total of 4,600 hectares of forestland
covering five locations nationwide, which have been linked and managed as a
single network. A reforestation effort that spans more than three decades has
resulted in 130㎥ of timber per hectare (as opposed to 79㎥ on government
forestland). Moreover, the Division is staffed by personnel who are experienced
and knowledgeable in forestry technology. These specialists research and
develop new ways to utilize the forestry assets such as establishing forestland
recreation and training areas or extracting natural substances from trees. They
have obtained patents for methods used to build wooden homes and extract
betulin from trees grown on company land. 

The Division engages in integrated forest management projects to gain added
value from the traditional forestry business and increase the profitability of the
overall operation. The Division’s landscaping unit helped develop Ulsan Grand
Park as well as Songdo New Town Park, which was completed in 2007. It also
has participated in the development of extensive greenbelt areas. Landscaping
projects continue to grow larger in Korea, and SK E&C is the nation’s most
qualified organization for carrying out these projects.

SK E&C has been replanting trees for more than thirty years and has received
public acclaim for its contributions to society. The company won the First Korea
Green Award, sponsored by the Office of Forestry, for the results that have been

achieved from the ongoing reforestation program. In addition, the online Forest
Resource Management System has been developed and implemented to provide
a platform for higher operational efficiency. Sap from trees cultivated by the
Forestry Property Division has also been used to produce a new beverage that
will be put on the market in 2008. Thus the Division is showing leadership in
developing new functions and possibilities for the forestry business.

On the landscaping side, the Division completed public greenbelts in Songdo
Blocks 2 and 4 and received the Ecosystem Restoration Gold Prize at the 7th
annual Ecosystem and Landscape Greening Awards, organized by the Ministry of
Environment. The Ulsan Grand Park landscaping project also was given the top
prize in the Leisure Facilities category at the Civil Engineering Technology and
Construction Awards, sponsored by the Maeil Business Newspaper.    

The SUPEX Center and Mt. Indong Training Area are scheduled for completion
inside the Chungju Forest Area in 2008. In the future, the Division assets will
also be utilized for public recreation, and the Division will expand into the
renewable energy business. Ongoing research in the landscaping business will
focus on new business opportunities related to environmental restoration. These
various initiatives are further diversifying the revenue structure and advancing the
Division as an environment-friendly, multifaceted forestry business that
incorporates the latest technologies.

Promoting value-added, multifaceted forest management, acquiring technology for preserving the environment 
in the 21st century

Environment-friendly  “eco-management” goes beyond planting trees to the promotion of

coexistence of people and nature. SK E&C is Korea’s sole enterprise devoted to forestry. As such, the

company is playing a pivotal role in providing a rich and pleasant environment and rediscovering

the true value of forests.

Forestry Property
/Others

Business Overview
Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property/Others

Research & Development
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2005

65.1

31.4

44.4

2006 2007

•Forestry Property Sales (KRW in billions) 107.3%UP
The Forestry Property & Others Business Division took
advantage of forestland resources to develop new businesses in
2007, including recreation areas, a training complex and natural
substances extracted from trees. Profitability was raised
through the acquisition of technologies and patents related to
building wooden homes and extracting betulin from trees
cultivated on company land. In addition, the Division honed its
site preparation capabilities while completing work on the
Ulsan Grand Park, parkland in the Songdo “new town,” and
various other greenbelt areas during the year.

Head of Forestry Property Division

Kim Young-nam
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The Architecture Research Team researches technologies related to new
materials and residential environments, while the Civil Engineering
Research Team is mainly concerned with tunnels, underground spaces and
soil remediation. The Petrochemical Plant Research Team designs process
licenses and develops energy-related process technologies. The Planning &
Administration Team devises R&D strategies and oversees R&D operational
efficiency.

The Center developed a structural design that blocks the sound of floor
impacts in multi-story residential structures. The design received a Class 1
rating from the Korea Institute of Construction Technology. Another R&D
achievement in the architectural area is lightweight partition walls for
apartments. This research was prompted by the growing remodeling
market and demand for variable architectural structures. 

Disposal of radioactive waste has become a hotly debated topic in Korea,
and additional storage facilities are now badly needed. Therefore, the Civil
Engineering Team is researching better methods for building facilities that
can store high-level radioactive waste safely. Old urban centers in Korea
are also under massive redevelopment, increasing the need for soil
remediation. The SK E&C R&D Center is currently developing biological soil
purification technology to accommodate this need. 

Methods for monitoring underground storage terminals have been
developed, along with technology for constantly measuring tunnel
displacement. Now, the Center is working on ways to use a ubiquitous
sensor network for predicting foundation to support tunnel and
underground storage projects. The Petrochemical Plant Research Team and
SK Energy co-designed a license package for the advanced trans-alkylation
(ATA) process, which is now being commercialized. It has already been
applied at the BTX (benzene, toluene, xylene) plant at SK Incheon Oil
Refinery.

R&D activities at the Center have produced 119 industrial intellectual
property patents and seven patented new technologies to date. Patents for
an additional six industrial property rights and one new technology are
pending.  

In 2008, the Center will improve the capability to perform strategic R&D
planning. “Connect & Develop” arrangements will be made with leading
companies inside and outside Korea to acquire new technologies. In
addition, the Center will seek platform technologies for creating future
growth engines and will provide technical support needed by SK E&C
operations divisions for breaking into overseas markets.

Thinking of people and the environment, researching for ever-better technologies

The SK E&C R&D Center was established on May 1, 1989 With the aim of 

“leading new technology development for the construction industry.” 

The Center currently operates the Architecture, Civil Engineering and Petrochemical Plant Research

Teams as well as the Planning & Administration Team. 

Their collective goal is to create sustainable growth engines for the company.

Research & 
Development

Business Overview
Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property/Others

Research & Development
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2005

23.0
24.9

21.8

2006 2007

•R&D Investments (KRW in billions) 7.6%down
The SK E&C R&D Center currently owns 119 industrial
intellectual properties and seven new technologies. Patents are also
pending on six more intellectual properties and one more new
technology. During 2008, the Center will bolster strategic R&D
planning capabilities and begin connect and develop (C&D)
projects with specialized companies inside and outside Korea to
obtain additional advanced technologies as well as platform
technologies for future growth.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Overview

SK E&C is one of Korea’s foremost engineering and construction contractors and boasts a very well balanced portfolio that covers housing, civil engineering,

plants, wireless communications infrastructure, and environmental facilities. The company has leveraged world-class technological expertise, extensive

experience and superior management capabilities to become a prominent player in privately funded infrastructure projects, a recent trend in Korea, as well as

large-scale project financing projects that involve both the public and private sectors. Overseas, meanwhile, SK Engineering & Construction is heavily involved

in massive petrochemical plant projects. SK E&C is also responsible for diverse projects for SK Group affiliates.

The Korean construction market has continued to grow, with new orders exceeding KRW 100 trillion a year since 2003. However, Korean builders faced many

difficulties during 2007. The government’s strong measures to curb real estate speculation greatly curtailed construction activity in the domestic private sector,

and many yet-to-be-built apartments remained unsold across the country.

Outside Korea, on the other hand, Korean contractors US $ 39.8 billion worth of new orders in 108 countries, more than double the 2006 figure. Large plant

construction projects in the Middle East led this surge in overseas business. Of the total new contracts awarded to Korean firms, 57% was in the Middle East,

and 63% was for plant construction. 

Korea’s first mixed-use development projects appeared in 2005 and were co-financed by the private and public sectors. More recently, privately-funded mixed-

use projects that include architectural services have been started in Korea’s so-called “new towns” (farmland converted into suburban tracts), free economic

zones and old downtown areas. Such projects continue to grow in scale and will number around fifteen with a total of about KRW 30 trillion nationwide from

2008. Sales will begin to be realized in 2009, creating a new growth driver for the Korean construction industry.

Operating Results in 2007

Sales

All but one of the SK E&C business divisions experienced growth in 2007. Leading the rise were Petrochemical Plants, driven by growth in large-scale

construction projects overseas, and U-Business. As a result, total sales rose 34.6% year on year to KRW 4.14 trillion. 

Breaking down the overall sales figure, Petrochemical Plants achieved more than KRW 1.74 trillion, a 114.6% increase from the previous year, and Civil

Engineering saw sales increase 14.8% to KRW 612.2 billion. Industrial Plants sales were up 26.4%; U-Business sales grew 26.9%, and Forestry Property &

Others sales more than doubled. By contrast, Architecture & Housing sales fell 7.2% to just under KRW 1.19 trillion as a result of the sluggish domestic

2006

533.4
1,281.7

812.4
95.5

318.6
31.4

3,073.0

2007

612,2
1,189.7
1,743.8

120.7
404.4
65.1

4,135.9

Change

78.8
-92.0
931.4
25.2
85.8
33.7

1,062.9

Civil Engineering
Architecture & Housing
Petrochemical Plants
Industrial Plants
U-Business
Forestry Property & Others
Total

Sales Breakdown (KRW in billions)
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MANAGEMENT’S DISCUSSION AND ANALYSIS

construction market. The contributions of each division to total sales were 14.8% for Civil Engineering, 28.8% for Architecture & Housing, 42.2% for

Petrochemical Plants, 2.9% for Industrial Plants, 9.8% for U-Business, and 1.5% for Forestry Property & Others. 

SK Engineering & Construction maintained one of the most stable portfolios in the Korean construction industry, and the differences among the individual

divisions narrowed during 2007. Thus the groundwork was laid for hedging against the risks inherent within the construction industry, which is deeply

affected by changes in the market environment.

New Orders and Order Backlogs

New orders in 2007 totaled KRW 6.77 trillion, which was 53.8% higher year on year. The increase was driven mostly by large-scale projects overseas,

especially those for petrochemical plants, which were more than twice the amount reached the year before. The largest contributors were the KRW 826.2

billion Jurong Aromatics Project in Singapore and the KRW 646.9 billion 4th Gas Train Project in Kuwait. Aggressive marketing inside and outside Korea helped

the company win KRW 2.86 trillion worth of new petrochemical plant projects, 135.9% higher than the 2006 figure. 

New orders grew in all the business divisions except Civil Engineering, where they dropped 31.0% year on year to KRW 610.0 billion. Architecture & Housing

saw new orders rise 20.2% year on year to KRW 2.26 trillion, thanks to massive project finance contracts for public-private partnerships. Industrial Plants

experienced growth in the two strategic business segments of power plants and environmental facilities, and new orders soared some 400% to KRW 511.3

billion. U-Business obtained significant new orders in collaboration with SK Telecom and SK Networks to boost the total 38.1% to KRW 469.8 billion. The

company’s 2007 new order portfolio breaks down by division as Civil Engineering, 9.0%; Architecture & Housing, 33.4%; Petrochemical Plants, 42.2%;

Industrial Plants, 7.5%; U-Business, 6.9%; and Forestry Property, 0.8%. 

Therefore, the order backlog at the end of 2007 stood at KRW 11.28 trillion, of which Civil Engineering had 22.2% (KRW 2.5 trillion); Architecture & Housing,

KRW 5.03 trillion (44.6%); and Petrochemical Plants, KRW 3.10 trillion (27.4%).

2006

884.0
1,884.5
1,212.6

75.8
340.2
14.6

4,411.7

2007

610.0
2,265.6
2,860.6

511.3
469.8
56.2

6,773.5

Change

-274.0 
381.1 

1,648.0 
435.5 
129.6 
50.2 

2,370.5

Civil Engineering
Architecture & Housing
Petrochemical Plants
Industrial Plants
U-Business
Forestry Property & Others
Total

Breakdown of New Orders (KRW in billions)

2006

2,502.8
3,952.3
1,980.0

134.2
51.7
24.8

8,645.8

2007

2,500.6
5,027.4
3,096.8

524.8
117.1
15.9

11,282.6

Change

-2.2 
1,075.1 
1,116.8 

390.6 
65.4 
-8.9 

2,636.8

Civil Engineering
Architecture & Housing
Petrochemical Plants
Industrial Plants
U-Business
Forestry Property & Others
Total

Breakdown of Order Backlogs (KRW in billions)
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Profitability

Gross profit for 2007 was KRW 539.5 billion, up 31.1% (KRW 128.1 billion) from the year before. Operating profit was also up 41.3% (KRW 61.8 billion) to

KRW 211.4 billion, boosted by 34.6% increase in sales for the year. Non-operating profit & loss posted a net loss of KRW 50.4 billion. Non-operating income

was KRW 71.9 billion, down 27.2% from 2006, while non-operating expenses amounted to KRW 122.3 billion, which was 24.6% higher than the year

before. The greater non-operating expense was mainly due to the KRW 28.1 billion in other bad debts expenses stemming from the establishment of

operating guarantee deposits as well as to the KRW 11.8 billion in loss on devaluation of saleable securities resulting from a reduction in the fair price for PT

SK Keris Industries, an invested company. Net income after taxes totaled KRW 111.2 billion, up 6.4% from 2006. However, ROE fell 3.7%p to 19.2%, while

ROA was also down 0.8%p to 5.2%. 

Financial Status

Total assets at year’s end stood at KRW 1.58 trillion, a 13.7% increase from a year earlier, and total liabilities increased 15.8% to KRW 1.67 trillion. The

growth in assets is partially due to an increase in trade receivables and other accounts receivable that accrue as construction projects proceed. Another factor

was the 13.7% rise in current assets to KRW 1.58 trillion. On the other hand, current liabilities fell 1.7% to just over KRW 1.18 trillion while long-term

liabilities rose 104.4% to KRW 487.2 billion. The main factor driving up long-term liabilities was the KRW 306.9 billion year-on-year rise in corporate bonds. 

2006

3,073.0
2,661.6

411.4
261.8
149.6
150.2
45.7

104.5

2007

4,135.9
3,596.4

539.5
328.1
211.4
161.0
49.7

111.2

change

1,062.9
934.8
128.1
66.3
61.8
10.8
4.0
6.7

Sales
Cost of sales
Gross income
SG&A
Operating income
Income before income taxes
Income tax
Net income

Summarized Income Statement (KRW in billions)

2006

1,393.0
561.6

1,954.6
1,201.9

238.3
1,440.2

147.7
119.2
247.1

0.4
514.4 

2007

1,584.2
727.9

2,312.1
1,181.2

487.2
1,668.4

155.2
141.5
334.3
12.7

643.7

change

191.2
166.3
357.5
-20.7
248.9
228.2

7.5
22.3
87.2
12.3

129.3

Current assets
Non-current assets
Total assets
Current liabilities
Long-term liabilities
Total liabilities
Capital stock
Capital surplus
Retained earnings
Capital adjustment
Shareholders' equity

Summarized Balance Sheet (KRW in billions)
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MANAGEMENT’S DISCUSSION AND ANALYSIS

2008 Outlook & Strategy

Large development projects are expected to lead the Korean construction industry in 2008. Since 2007, new contracts have been awarded and construction

begun on additional “new towns” as well as on the “Multifunctional Administrative City,” “innovation cities,” “enterprise cities” and mixed-use development

projects in Korea. Overseas development projects are predicted to begin in earnest from 2008 as well. Meanwhile, selection of the contractors for the

Multifunctional Administrative City was completed in 2006 and 2007. This massive project is scheduled to begin in 2008, when it will start to be reflected in

companies’ new order and sales figures. It will generate an additional KRW 40 trillion or so in new contracts in the coming year.

The groundbreaking of so many large projects will help the domestic construction market to recover. Site preparation work for them as well as infrastructure

installation in their vicinities will be fully underway in 2008, which should create the need for additional civil works. Korea’s real estate regulations are likely to

be eased as well. Newly-elected President Lee Myung-bak has publicly promised to lower the transfer tax and the comprehensive real estate tax, which should

stimulate housing replacement demand and positively affect the pre-selling of mid-/large-sized apartments.

SK Engineering & Construction will continue to pursue new orders for petrochemical plants overseas and large mixed-use development projects in Korea

during 2008. Efforts will also be focused on moving into the new business of building various environmental plants. The goal is to increase new orders 44.6%

over the 2007 total to reach KRW 9.79 trillion. If that target is reached, the order backlog will rise to KRW 16.67 trillion, enough to keep the company fully

operational for about the next three years. The Petrochemical Plant Business Division is taking aim at overseas markets to win KRW 3.29 trillion in new

contracts in 2008, a 15.0% gain year on year. At the same time, the Civil Engineering Business Division expects to increase its new order total by 90.2% to

KRW 1.16 trillion, while the Architecture & Housing Business Division is looking to achieve KRW 4.29 trillion in new orders, up 89.2% from 2007.

Construction activity will be in full swing at large projects inside and outside Korea in 2008, and management predicts that sales will rise 6.5% over the 2007

total to reach KRW 4.4 trillion. Of this total, Civil Engineering is looking to achieve KRW 730 billion (up 19.2% YOY) and Architecture & Housing is forecasting

KRW 1.35 trillion in sales (up 13.5% YOY). Petrochemical Plants, on the other hand, anticipates an 8.2% decline in sales to KRW 1.6 trillion. 

(KRW in billions, %)(KRW in billions, %)

Sales New Orders

2006 2007 2008(E) 2006 2007 2008(E)

[1,281.7]

[533.4] [884.0] [610.0] [1,160.0]

[4,286.4]

[3,289.5]

[665.0]

[13.7]
[381.3]

[2,265.6]

[2,860.6]

[469.8]
[56.2]

[511.3]

[1,884.5]

[1,212.6]
[75.8]

[340.2]
[14.6]

[812.4]
[95.5]

[318.6]
[31.4]

3,073.0
4,411.7

6,773.5

9,795.9

4,135.9

4,403.6

[611.2]

[1,743.8]

[1,189.7]

[120.7]
[404.4]

Civil Engineering

Architecture & Housing

Petrochemical Plants

Industrial Plants

U-Business

Forestry Property & Others

[65.1]

[730.0]

[1,350.0]

[1,601.3]

[320.0]

[375.0]

[27.3]



SK
 E

&
C

 2
00

7 
A

nn
ua

l R
ep

or
t 

47

INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Stockholders 
SK Engineering & Construction Co., Ltd.

We have audited the accompanying non-consolidated balance sheets of SK Engineering & Construction Co., Ltd. (the “Company”) as of December 31, 2007 and 2006, and the
related non-consolidated statements of income, appropriations of retained earnings and cash flows for the years then ended, and the related statement of changes in equity for
the year ended December 31, 2007. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of SK Engineering & Construction Co., Ltd. as of December
31, 2007 and 2006, and the results of its operations, its changes in retained earnings and its cash flows for the years then ended, and its changes in equity for the year ended
December 31, 2007, in conformity with accounting principles generally accepted in the Republic of Korea.

As described in Note 5 to the accompanying non-consolidated financial statements, a consortium of construction companies initiated a mediation process with the International
Chamber of Commerce for the collection of accounts receivable from PEMEX Refinacion, a Mexican government corporation, relating to the construction of an oil refinery and
pipelines in Mexico. The outcome of the mediation is uncertain; accordingly, the Company has provided an allowance for doubtful accounts for a certain portion of the outstanding
accounts receivable.

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 accordance with accounting principles and practices generally accepted in countries other than the Republic of
Korea. In addition, the procedures and practices utilized in the Republic of Korea to audit such financial statements may differ from those generally accepted and applied in other
countries. Accordingly, this report and the accompanying non-consolidated financial statements are for use by those who are knowledgeable about Korean accounting principles
and auditing standards and their application in practice.

February 5, 2008

This audit report is effective as of February 5, 2008, the auditors’ report date. Accordingly, certain material subsequent events or circumstances may have occurred
during the period from the auditors’ report date to the time this audit report is used. Such events and circumstances could significantly affect the accompanying
financial statements and may result in modifications to this report.
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NON-CONSOLIDATED BALANCE SHEETS

ASSETS
Current assets:

Cash and cash equivalents 
Short-term investment assets, less allowance for doubtful accounts of
￦3,361,120 thousand in 2007 and 2006 (Notes 3 and 4)

Accounts and notes receivable-trade, less allowance for 
doubtful accounts of ￦78,686,619 thousand in 2007 and 
￦42,779,206 thousand in 2006 (Notes 12 and 13)

Accounts receivables-other, less allowance for doubtful 
accounts of ￦3,446,278 thousand in 2007 and 
￦3,136,062 thousand in 2006 

Advance payments
Inventories (Notes 6 and 8)
Current portion of deferred income tax assets (Note 18)
Other current assets

Total current assets

Non-current assets:
Long-term financial instruments (Notes 3)
Available-for-sale securities (Note 7)
Equity method investments (Note 7)
Long-term loans, less allowance for doubtful accounts of 
￦1,553,907 thousand in 2007 and ￦247,000 thousand in 2006

Long-term accounts receivable, less allowance for doubtful accounts of 
￦89,991,406 thousand in 2007 and ￦89,385,646 thousand in 2006 (Note 5)

Deposits for guarantee completion of construction projects, less allowance
for doubtful accounts of ￦29,144,611 thousand in 2007 and 
￦3,670,000 thousand in 2006

Deferred income tax assets (Note 18)
Property, plant and equipment, net (Notes 8 and 14)
Intangible assets, net (Note 9)
Other

Total non-current asset
Total assets

2007

￦ 14,253,940 

56,373,184 

980,328,903 

150,917,452 
54,265,012 

196,933,969 
32,666,554 
98,474,781 

1,584,213,795 

- 
179,028,410 
104,395,964 

49,646,145 

95,759,650 

120,054,065 
24,760,890 
90,232,867 
13,181,201 
50,878,750 

727,937,942 
￦ 2,312,151,737

2006

￦ 119,457,353 

13,987,118 

892,886,205 

107,676,454 
24,993,057 

149,269,727 
14,801,107 
69,892,341 

1,392,963,362 

2,423,000 
174,573,836 
30,100,681 

25,243,932 

94,715,219 

79,876,760 
24,353,728 
91,605,630 
11,451,677 
27,285,918 

561,630,381 
￦ 1,954,593,743 

As of December 31, 2007 and 2006

(Korean won in thousands)
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LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Short-term borrowings (Note 10)
Accounts and notes payable-trade (Note 12) 
Advance receipts
Income taxes payable
Current portion of long-term debt (Note 10)
Provision for construction losses and warranty
Other current liabilities

Total current liabilities

Non-current liabilities:
Long-term debt (Note 10)
Leasehold deposits received 
Severance and retirement benefits (Note 11)
Other long-term liabilities (Note 5)

Total non-current liabilities
Total liabilities

Stockholders' equity:
Capital stock:

Common stock, ￦5,000 par value (Note 16)
Redeemable preferred stock, ￦5,000 par value (Note 16)

Capital surplus (Note 16)

Accumulated other comprehensive income:
Gain on valuation of available-for-sale securities (Note 7)
Equity adjustment arising from equity method investments (Note 7) 
Foreign currency translation adjustments (Note 17)

Retained earnings (Note 16):
Appropriated
Unappropriated

Total stockholders' equity
Total liabilities and stockholders' equity

2007

￦ 113,298,472 
551,671,816 
285,966,076 
54,391,794 
20,826,887 
44,304,116 

110,730,604 
1,181,189,765 

312,634,090 
7,446,103 

38,584,175 
128,574,890 
487,239,258 

1,668,429,023 

101,474,685 
53,750,000 

155,224,685 

141,488,663 

15,802,629 
(794,935)

(2,305,203)
12,702,491 

40,524,371 
293,782,504 
334,306,875 
643,722,714

￦ 2,312,151,737 

2006

￦ 50,015,829 
671,211,805 
203,844,360 
32,071,675 

137,850,367 
37,102,740 
69,758,803 

1,201,855,579 

76,881,453 
290,100 

33,685,405 
127,396,309 
238,253,267 

1,440,108,846 

101,474,685 
46,250,000 

147,724,685 

119,208,509 

3,285,523 
(2,733,111)

(142,757)
409,655 

39,024,371 
208,117,677 
247,142,048 
514,484,897 

￦ 1,954,593,743 

(Korean won in thousands)



SK
 E

&
C

 2
00

7 
A

nn
ua

l R
ep

or
t 

50

NON-CONSOLIDATED  STATEMENTS OF INCOME

Revenues (Notes 12, 15, 21 and 23)
Cost of sales (Note 12) 
Gross profit

Selling and administrative expenses (Note 12):
Salaries
Provision for severance and retirement benefits
Employee benefits
Tax and dues
Commission
Depreciation
Entertainment
Allowance for doubtful accounts-trade
Amortization
Rent
Other

Operating income
Other income (expenses):

Interest income
Interest expense
Gain (loss) on foreign currency transactions, net
Loss on foreign currency translation, net
Gain (loss) on valuation of derivative instruments, net (Note 13)
Loss on disposal of trade accounts and notes receivable, net 
Reversal of allowance for doubtful accounts
Allowance for doubtful accounts-other
Gain (loss) on disposal of available-for-sale securities, net
Impairment loss on available-for-sale securities, net (Note 7)
Gain (loss) on valuation of equity method investments, net (Note 7)
Gain (loss) on disposal of property, plant and equipment, net
Loss on disposal of other non-current assets, net
Loss on early redemption of bonds
Refund income taxes (Note 13)
Warranty expenses for repairment
Other, net

Income before income taxes
Provision for income taxes (Note 18)
Net income
Earnings per share (Note 19)

2007

￦ 4,135,921,178 
3,596,390,887 

539,530,291 

93,386,866 
19,280,692 
23,188,181 
12,123,480 
78,968,918 
1,844,669 
7,445,581 

35,907,414 
3,079,307 

13,757,202 
39,151,631 

328,133,941 
211,396,350 

14,034,612 
(32,898,403)

64,272 
(1,737,939)
(2,816,211)

(701,772)
107,739 

(28,107,190)
18,695,192 
(8,514,273)

1,535,250 
61,463 

(935)
- 
- 

(11,818,371)
1,658,323 

(50,438,243)
160,958,107 
49,720,458 

￦ 111,237,649
￦ 5,202 

2006

￦ 3,073,020,482 
2,661,581,519 

411,438,963 

76,973,380 
11,161,198 
16,548,777 
8,004,793 

59,379,727 
1,796,113 
5,405,138 

31,315,278 
4,900,060 
8,668,867 

37,669,497 
261,822,828 
149,616,135 

14,086,978 
(34,109,330)
(1,366,301)
(4,130,446)
16,526,213 

(806,814)
9,298,774 

- 
(646,118)

- 
(917,656)

(9,914)
(18,165)

(467,519)
17,520,082 

(16,408,480)
1,992,496 

543,800 
150,159,935 
45,707,647 

￦ 104,452,288 
￦ 4,931

(Korean won in thousands, except per share amounts)

Years ended December 31, 2007 and 2006
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Retained earnings before appropriations:
Unappropriated retained earnings carried forward from the prior year
Net income for the year 

Transfer from reserve for technology development

Appropriations:
Reserve for redemption of preferred stock
Dividend to redeemable preferred stockholders
Reserve for technology development

Unappropriated retained earnings carried forward to the next year

2007

￦ 182,544,855 
111,237,649 
293,782,504 

333,333 
294,115,837 

28,000,000 
5,607,090 

- 
33,607,090 

￦ 260,508,747 

2006

￦ 103,665,389 
104,452,288 
208,117,677 

1,500,000 
209,617,677 

20,000,000 
4,072,822 
3,000,000 

27,072,822 

￦ 182,544,855

(Korean won in thousands)

Years ended December 31, 2007 and 2006

NON-CONSOLIDATED STATEMENTS OF APPROPRIATIONS OF RETAINED EARNINGS
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NON-CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

As of January 1, 2007 
Dividends
Appropriated retained earnings
Issuance of redeemable preferred stock
Redemption of preferred stock
Net income for the year
Gain on valuation of available-for-sale securities
Equity adjustment arising from 

equity method investments
Foreign currency translation adjustments

As of December 31, 2007 

Capital stock Capital surplus
Accumulated other

comprehensive
income

Retained earnings Total

￦ 147,724,685
- 

7,500,000
- 
- 
- 

- 
- 

￦ 155,224,685 

￦ 119,208,509 
- 

22,280,154 
- 
- 
- 

- 
- 

￦ 141,488,663 

￦ 409,655
- 

- 
- 
- 

12,517,106 

1,938,176 
(2,162,446)

￦ 12,702,491 

￦ 247,142,048
(4,072,822)

243,069,226 
- 

(20,000,000)
111,237,649 

- 

- 
- 

￦ 334,306,875 

￦ 514,484,897
(4,072,822)

510,412,075 
29,780,154 

(20,000,000)
111,237,649 
12,517,106 

1,938,176 
(2,162,446)

￦ 643,722,714 

(Korean won in thousands)

Year ended December 31, 2007
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NON-CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flow from operating activities:
Net income 
Adjustments to reconcile net income to net cash provided by (used in)

operating activities: 
Allowance for doubtful accounts-trade
Loss on valuation of inventory
Depreciation of property, plant and equipment
Amortization of intangible assets
Amortization of discount on bonds
Provision for severance and retirement benefits
Loss on foreign currency translation, net
Loss (gain) on valuation of derivative instruments, net
Reversal of allowance for doubtful accounts
Allowance for doubtful accounts-other
Loss (gain) on disposal of available-for-sale securities 
Impairment loss on available-for-sale securities
Loss (gain) on valuation of equity method investments, net
Loss (gain) on disposal of property, plant and equipment, net
Loss on disposal of other non-current assets, net
Loss on early redemption of bonds
Changes in operating assets and liabilities:

Accounts and notes receivable - trade
Accounts receivable - other
Advance payments
Inventories
Current portion of deferred income taxes
Other current assets
Deferred income taxes
Accounts and notes payable - trade
Advance receipts
Income taxes payable
Provision for construction losses and warranty
Other current liabilities
Cumulative foreign currency translation adjustments
Payments of severance and retirement benefits
Deposits for severance and retirement benefits
Decrease in prepayments of severance and retirement benefits 

to the Korean National Pension Corporation
Total adjustments

Net cash provided by (used in) operating activities

2007

￦ 111,237,649 

35,907,414 
- 

3,327,625 
4,389,789 

659,886 
39,092,678 
1,737,939 
2,816,211 
(107,739)

28,107,190 
(18,695,192)

8,514,273 
(1,535,250)

(61,463)
935 

- 

(123,350,110)
(42,907,430)
(29,271,955)
(47,664,242)
(17,865,447)
(29,144,304)
(4,853,502)

(119,539,989)
82,051,771 
22,320,119 
7,201,376 

37,511,804 
(2,162,446)

(22,717,482)
(11,818,408)

341,983 
(197,713,966)

￦ (86,476,317)

2006

￦ 104,452,288 

31,315,278 
944,657 

4,208,610 
6,243,583 

699,636 
26,635,806 
4,130,446 

(16,526,213)
(9,298,774)

- 
646,118 

- 
917,656 

9,914 
18,165 

467,519 

(211,444,295)
(8,193,834)
(5,388,257)

(86,771,528)
(6,217,951)
(6,629,645)

7,447,229 
236,126,830 
85,392,932 
(1,586,220)
16,707,491 
13,506,781 
4,658,099 

(14,032,674)
(10,468,079)

313,563 
63,832,843 

￦ 168,285,131

(Korean won in thousands)

Years ended December 31, 2007 and 2006
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NON-CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flow from investing activities:
Increase in short-term investment assets
Decrease in long-term financial instruments
Proceeds from disposal for available-for-sale securities
Acquisition of available-for-sale securities
Acquisition of equity method investments
Increase in long-term loans
Decrease (increase) in long-term accounts receivable
Proceeds from disposal of property, plant and equipment
Increase in deposits for guarantee completion of construction projects 
Acquisition of property, plant and equipment
Increase in intangible assets
Net cash inflow from merger
Increase in other non-current assets

Net cash used in investing activities

Cash flow from financing activities:
Drawdown of short-term borrowings
Decrease in advance receipts for trust certificates
Proceeds from issuance of bonds
Redemption of bonds and repayment of long-term loans
Increase (decrease) in leasehold deposits received 
Proceeds from issuance of redeemable preferred stock
Redemption of redeemable preferred stock
Payment of dividends to redeemable preferred stockholders

Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

(Korean won in thousands)

2007

￦ (20,544,067)
2,423,000 

49,225,689 
(51,199,356)
(68,000,400)
(25,709,120)

(220,000)
4,582,230 

(65,653,908)
(6,475,629)
(6,119,313)

- 
(23,591,776)

(211,282,650)

63,142,948 
- 

253,652,911 
(137,103,640)

7,156,003 
29,780,154 

(20,000,000)
(4,072,822)

192,555,554 

(105,203,413)

119,457,353 

￦ 14,253,940 

2006

￦ (6,387,062)
- 

3,787,966 
(28,114,037)
(2,733,600)

(12,104,779)
4,395 

3,154,135 
(18,742,700)
(18,079,670)
(2,954,513)

152,766 
- 

(82,017,099)

50,013,309 
(50,000,000)

22,002,016 
(71,635,120)

(4,800)
49,753,165 

(34,775,000)
(5,140,014)

(39,786,444)

46,481,588 

72,975,765 

￦ 119,457,353
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1. Corporate information

SK Engineering & Construction Co., Ltd. (the “Company”), a member of the SK group of companies, was incorporated on February 21, 1962 in accordance
with the laws of the Republic of Korea to engage in a variety of construction and engineering activities in the Republic of Korea as well as in foreign countries.
On December 27, 2004, the Company merged with SK Forest Co., Ltd. (“SK Forest”), also a member of the SK group of companies. Subsequent to the merger
with SK Forest, the Company expanded its business operations to include landscape architecture. On September 14, 2006, the Company again successfully
merged with another company, Jeongjiwon Co., Ltd. (“Jeongjiwon”), and consequently, the Company further expanded its business operations to include the
leisure business. 

2. Summary of significant accounting policies

Basis of financial statement preparation
The Company maintains its official accounting records in Korean won and prepares statutory financial statements in the Korean language in conformity with
accounting principles generally accepted in the Republic of Korea (“Korean GAAP”). Certain accounting principles applied by the Company that conform with
financial accounting standards and accounting principles in the Republic of Korea may not conform with generally accepted accounting principles in other
countries. Accordingly, these financial statements are intended for use by those who are informed about Korean accounting principles and practices. The
accompanying non-consolidated financial statements have been condensed, restructured and translated into English (with certain expanded descriptions) from
the Korean language financial statements.

Certain supplementary information attached to the Korean language financial statements, but not required for a fair presentation of the Company’s financial
position, results of operations and cash flows, is not presented in the accompanying financial statements.

Adoption of new Statements of Korea Accounting Standards 
The Korea Accounting Standards Board has issued new Statements of Korea Accounting Standards (“SKAS”) to revise the existing Korea accounting standards
with the intention to meet international practices and disclosure rules. The following new SKAS have become effective for accounting periods beginning on or
after January 1, 2007:

● SKAS 11 Discontinuing Operations
● SKAS 21 Preparation and Presentation of Financial Statements
● SKAS 22 Share-based Payments
● SKAS 23 Earnings per Share

The Company has adopted these new standards in its financial statements for the year ended December 31, 2007. Adoption of these new standards did not
have any material effect on the Company’s financial statements, except for the effects of SKAS 21 as described below. 

The adoption of SKAS 21 has resulted in the addition of a statement of changes in equity in the 2007 financial statements and reclassification of certain
comparative amounts in the 2006 financial statements to conform with the 2007 presentation. These reclassifications have had no effect on the Company’s
net income and retained earnings as previously reported. A statement of changes in equity is not required to be presented for the comparative 2006 financial
statements according to the transitional provision of SKAS 21 on application of retrospective application.

Cash equivalents
Highly liquid deposits and marketable securities with original maturities of three months or less, and which have no significant risk of loss in value by interest
rate fluctuations, are considered as cash equivalents.

Financial instruments
Financial instruments, such as time deposits and restricted bank deposits, which are traded by financial institutions and are held for short-term cash
management purposes or which will mature within one year, are accounted for as short-term financial instruments. Financial instruments other than cash
equivalents and short-term financial instruments are recorded as long-term financial instruments.

NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

Investment in securities
Investments in securities within the scope of SKAS 8 Investments in Securities are classified as either trading, held-to-maturity and available-for-sale securities,
as appropriate, and are initially measured at cost, including incidental expenses, with cost being determined using the moving average method. The Company
determines the classification of its investments after initial recognition, and, where allowed and appropriate, re-evaluates this designation at each financial
year end.  

Securities that are acquired and held principally for the purpose of selling them in the near term are classified as trading securities. Debt securities which carry
fixed or determinable payments and fixed maturity are classified as held-to-maturity if the Company has the positive intention and ability to hold to maturity.
Securities that are not classified as either trading or held-to-maturity are classified as available-for-sale securities. 

After initial measurement, available-for-sale securities are measured at fair value with unrealized gains or losses being recognized directly in equity in as other
comprehensive income. Likewise, trading securities are also measured at fair value after initial measurement, but with unrealized gains or losses reported as
part of net income. Held-to-maturity securities are measured at amortized cost after initial measurement. The cost is computed as the amount initially
recognized minus principal repayments, plus or minus the cumulative amortization using the effective interest method of any difference between the initially
recognized amount and the maturity amount. 

The fair value of trading and available-for-sale securities that are traded actively in the open market (marketable securities) is measured at the closing price of
those securities at the balance sheet date, except for non-marketable equity securities which are measured at cost subsequent to initial measurement if their
fair values cannot be reliably estimated. Non-marketable debt securities are carried at a value using the present value of future cash flows discounted using an
appropriate interest rate which reflects the issuer’s credit rating announced by a public independent credit rating agency. If the application of such
measurement method is not feasible, estimates of fair values may be made using a reasonable valuation model or quoted market prices of similar debt
securities issued by entities conducting business in similar industries. 

Trading securities are classified as current assets. Available-for-sale and held-to-maturity securities are classified as long-term investments, except that
securities maturing within one year or are certain to be disposed of within one year from the balance sheet date are classified as short-term investments. 

The Company recognizes an impairment loss on its investments in securities if there is objective evidence that the securities are impaired. The impairment loss
is charged to statement of income.

Equity method investments 
Investments in entities over which the Company has control or significant influence are accounted for using the equity method. 

Under the equity method of accounting, the Company’s initial investment in an investee is recorded at acquisition cost. Subsequently, the carrying amount of
the investment is adjusted to reflect the Company’s share of income or loss of the investee in the statement of income and share of changes in equity that
have been recognized directly in the equity of the investee in the related equity account of the Company on the balance sheet. If the Company’s share of
losses of the investee equal or exceed its interest in the investee, it discontinues recognizing its share of further losses. However, if the Company has other
long-term interests in the investee, it continues recognizing its share of further losses to the extent of the carrying amount of such long-term interests. 

At the date of acguisition, the excess of the cost of the investment over the company’s share of the net fair value of the investee’s identifiable assets and
liabilities is accounted for as goodwill which is amortized over its useful life of 5 years using the straight-line method. Conversely, negative goodwill represents
the excess of the Company’s share in the net fair value of the investee’s identifiable assets and liabilities over the cost of the investment. Negative goodwill is
recorded to the extent of the fair value of acquired non-monetary assets and recognized as income using the straight-line method over the remaining
weighted-average useful life of those acquired non-monetary assets. The amount of negative goodwill in excess of the fair value of acquired non-monetary
assets is recognized as income immediately.

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

In translating the financial statements of foreign investees into Korean won, assets and liabilities are translated at the exchange rate on the balance sheet date
and income and expenses are translated at the weighted-average exchange rate for the period. All resulting exchange differences are recognized as foreign
currency translation adjustments in other comprehensive income within equity.
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Allowance for doubtful accounts
The Company provides an allowance for doubtful accounts in consideration of the estimated losses that may arise from non-collection of its receivables. The
estimate of losses, if any, is based on a review of the aging and current status of the outstanding receivables.

Inventories
Inventories are valued at the lower of cost or market with cost being determined using the total average cost for completed apartment for sale and apartment
under construction and land held for future construction of apartments, and the moving average cost method for raw materials and supplies. Reusable durable
materials for construction are charged to operations based on usage.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation, except for certain assets in existence as of January 1, 1998 which were
revalued in accordance with the Korean Assets Revaluation Law and are stated at revalued amount less accumulated depreciation. The revaluation is no
longer allowed effective from January 1, 2001.

Maintenance and repairs are expensed in the year in which they are incurred. Expenditures which enhance the value or extend the useful life of the related
assets are capitalized. 

Depreciation of property, plant and equipment is provided using the declining balance method, except for depreciation of buildings and structures acquired
after January 1,1995, which are depreciated using the straight-line method.

The estimated useful lives of property, plant and equipment are as follows:

The value of the land as determined by the Korean government for tax administration purpose amounted to ￦112,328,007 thousand and ￦99,484,374
thousand as of December 31, 2007 and 2006, respectively.

Intangible assets
Intangible assets are stated at cost, less accumulated amortization. Amortization is recognized as an expense based on the straight-line method over the
following estimated number of years from usable date:

Discount on bonds
Discount on bonds is presented as a direct deduction from the nominal value of the bonds and is amortized using the effective-interest-rate method over the
life of the bonds.

Severance and retirement benefits
In accordance with the Korean Law on Guarantee of Employee’s Severance and Retirement Benefits and the Company’s regulations, employees terminating
their employment with at least one year of service are entitled to severance and retirement benefits, based on the rates of pay in effect at the time of
termination, years of service and certain other factors. The provision for the years ended December 31, 2007 and 2006 is sufficient to state the liability at the
estimated obligation arising from services performed to and at rates of pay in effect as of December 31, 2007 and 2006. Funding of this liability is not
required by Korean law. 

Buildings and structures
Machinery and equipment
Others

19 - 40
4
4

6 - 59
2 - 15
2 - 20

Useful lives of assets acquired
from January 1, 1995

Useful lives of assets acquired
before January 1, 1995

Negative goodwill
Right to operate underground parking lot 
Software

11 years
10 and 20 years
4 years
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

The lesser of 5% of annual payroll expense or 35% of the accumulated severance and retirement benefits provision is deductible for corporate income tax
reporting purposes unless benefits are actually paid or the non tax-deducted portion is deposited with financial institutions. Accordingly, the Company has
deposited a portion of its severance and retirement benefits obligation with ten insurance companies. Since the Company’s employees are individually
nominated as the vested beneficiaries of the deposit in respect of what is due to them as of December 31, 2007 and 2006, such deposit has been offset
against the Company’s liability for severance and retirement benefits as of such dates.

In accordance with the Korean National Pension Law prior to revision, the Company had prepaid a portion of its severance and retirement benefits obligation
to the Korean National Pension Corporation (“KNPC”) at the rate of 3% of payroll expense up through March 31, 1999. Such prepayments have been offset
against the Company’s liability for severance and retirement benefits. In accordance with a revision in the Korean National Pension Law, additions to these
prepayments are no longer required effective from April 1, 1999. 

Derivative financial instruments
The Company records its rights or obligations arising from derivative instruments as assets or liabilities, respectively, which are stated at fair value. Gains or
losses resulting from changes in the fair value of derivative instruments are reported in current operations. However, for derivative instruments designated as
hedging the exposure of variable cash flows, the effective portion of the gains or losses on the hedging instruments is recorded in equity and the ineffective
portion of the gains or losses is credited or charged to operations immediately.

Foreign currency translation
Transactions involving foreign currencies are recorded at the exchange rates prevailing at the time the transactions are made. Assets and liabilities
denominated in foreign currencies are translated into Korean won at the appropriate exchange rates on the balance sheet dates. The resulting unrealized
foreign currency translation gains or losses are credited or charged to current operations.

Translation of overseas financial statements
Financial statements of overseas business locations 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, assets and liabilities are translated at the current
exchange rate on the balance sheet date and income and expenses are translated at the weighted-average exchange rate during the year. All resulting
exchange differences are recognized as foreign currency translation adjustments in other comprehensive income within stockholders’ equity. These amounts
will be charged to operations in the year when the overseas units and branches are closed upon completion of related projects.

Revenue recognition
Revenue for construction contracts is recognized using the percentage-of-completion method, under which revenue is recognized as work progresses in the
ratio of actual costs incurred to estimated total costs. Revenue, for which the Company constructs and sells residential or commercial properties, is recognized
using the percentage-of-completion method starting after the sales contracts are made. The estimation of total construction costs is made by a systematic,
reasonable and consistent method and the Company reflects information newly obtained during the course of its construction activities.

Provision for construction losses and warranty
From the commencement of the construction contract, the Company records the estimated construction losses expected to be incurred as a provision for
construction losses and reflects such estimated losses in current construction costs immediately.

The Company records a provision for the estimated warranty costs relating to construction defects during the warranty period. Estimated warranty costs are
charged to current operations at the time of sale and are included in the balance sheet as provision for construction warranty. The provision for construction
warranty made will be offset against the actual amount of rectification expense incurred on the defects in subsequent period. The actual rectification expense
incurred in excess of the provision made is accounted for as an expense in the current period.

Income taxes
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered or paid to the tax authorities.
Deferred income taxes are provided using the liability method for the tax effect of temporary differences between the tax bases of assets and liabilities and
their reported amounts in the financial statements. Deferred income tax assets and liabilities are measured using the enacted tax rates and laws that will be in
effect when the differences are expected to reverse, and are classified as current or non-current, respectively, based on the classification of the related asset or
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liability in the balance sheet. In addition, current tax and deferred tax are charged or credited directly to equity if the tax relates to items that are credited or
charged directly to equity.

Per share amounts
Earnings per share are computed by dividing net income by the weighted average number of common shares outstanding during the year. 

Use of estimates
The preparation of financial statements in accordance with Korean GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Reclassifications
Certain amounts in the 2007 financial statements have been reclassified to conform with the 2006 presentation. Such reclassifications had no effect on the
Company’s net income and retained earnings as previously reported.

3. Restricted bank deposits

Restricted deposits as of December 31, 2007 and 2006 are as follows (Korean won in thousands): 

4. Short-term investment assets

Short-term investment assets as of December 31, 2007 and 2006 are as follows (Korean won in thousands): 

The above available-for-sale securities as of December 31, 2007 are subordinated corporate bonds of which maturity is within a year (See Note 7).

Short-term financial
instruments

Long-term financial
instruments

Deposits for maintaining checking accounts
Loans for residential transfer
Pledged as collateral for leasehold deposit received
Pledged as collateral for borrowings
Pledged as collateral for L/C settlements

Pledged as collateral for payment guarantees
to financial institutions

2007

38,000
350,000
26,143

500,000
-

914,143

-
914,143

2006

38,000
350,000

-
-

681,078
1,069,078

2,423,000
3,492,078

Account Description

￦

￦

￦

￦

2007

21,907,307
15,984,997
21,842,000
59,734,304
(3,361,120)
56,373,184

2006

1,069,098
16,279,140

-
17,348,238
(3,361,120)
13,987,118

Short-term financial instruments
Short-term loans
Available-for-sale securities

Less allowance for doubtful accounts for short-term loans
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

5. Accounts receivable

Accounts receivable from PEMAX - In 1997, the Company entered into a contract with PEMEX Refinacion (“PEMEX”) in Mexico, for the construction of an oil
refinery and pipelines in Cadereyta, Mexico for the total contract price of approximately US$1,222,323 thousand. Although construction was already
completed in 2002, the Company still has uncollected accounts receivable of US$191,728 thousand as of December 31, 2007, representing payments
withheld by PEMEX due to the non-completion of a segment of the pipelines located in a certain inaccessible area. Accordingly, the Company has provided an
allowance for doubtful account for a certain portion of the outstanding accounts receivable from PEMEX as of December 31, 2007. In addition, as of
December 31, 2007, the Company has unsettled advance receipts in the amount of US$137,044 thousand relating to the construction project, and plans to
offset them against those receivables above when the dispute is settled.

To accelerate the collection process, CONPROCA S.A. DE C.V., a company jointly incorporated by the consortium of construction companies engaged in the
above project, lenders and PEMEX, designated White & Case Limited Liability Partnership (“WCLLP”) of the United States of America, a law firm specializing
in mediation, to initiate a mediation process with the International Chamber of Commerce. The outcome of the mediation process cannot be presently
predicted as of December 31, 2007. In retaliation, PEMEX also initiated a counterclaim for damages for non-completion of the construction. The amount of
compensation for the damages which PEMEX could potentially claim is limited to US$180,000 thousand under the construction contracts. 

6. Inventories

Inventories as of December 31, 2007 and 2006 consist of the following (Korean won in thousands):

2007

74,196,254
38,571,496
68,600,623
15,565,596

-
196,933,969

2006

69,859,858
27,543,228
45,407,536
7,403,762
(944,657)

149,269,727

Building materials for sale
Completed apartments for sale and apartments under construction
Land held for future construction of apartments
Construction materials and supplies
Less valuation allowance



SK
 E

&
C

 2
00

7 
A

nn
ua

l R
ep

or
t 

61

7. Investments in securities and equity method investments

Available-for-sale securities as of December 31, 2007 and 2006 consist of the following (Korean won in thousands):

Acquisition cost

24,268,244
345,000

19,100,674
43,713,918

17,676,966
-

34,400,000
471,200

10,837,600
9,412,160

50,122
45,367
21,600

191,112
4,000

60,300
4,305,701

2,400
995,000

2,336,575
59,700

343,187
-
-

11,861,513
-

76,988
804,071

4,038,640
5,375,000

48,900
750,000
15,400

261,820
295,400
394,701
502,362

Proportionate share in
net asset or fair value

43,320,000
633,000

21,557,648
65,510,648

22,489,305
-

33,182,240
321,509

12,772,751
8,819,907

83,117
79,436
28,000

548,704
37,912
59,202

128,309
2,400

-
1,332,011

59,700
391,127

- 
-

462,525
-

76,988
306,985

5,741,979
3,276,149

40,756
-

11,868
529,234
167,055
394,701
589,778

Carrying value

43,320,000
633,000

21,557,648
65,510,648

17,676,966
-

34,400,000
471,200

10,837,600
9,412,160

50,122
45,367
21,600

191,112
4,000

60,300
113,114

2,400
995,000

2,336,575
59,700

343,187
-
-

496,535
-

76,988
804,071

4,038,640
5,375,000

48,900
750,000
15,400

261,820
295,400
394,701
502,362

Carrying value

28,500,000
645,000

-
29,145,000

17,676,966
27,192,098
34,400,000

471,200
10,837,600
5,046,400

50,122
45,367
21,600

191,112
4,000

60,300
113,114

2,400
995,000
995,000
59,700

343,187
3,071,655

466,223
11,861,513

51,329
76,988

804,071
4,038,640

625,000
48,900

750,000
2,200

261,820
295,400
394,701
502,362

Equity securities

Listed:
Taeyoung Corp.
KRTNET Corp.
Hanil Cement Co., Ltd.

Sub-total
Non-listed:

Korea Constructor Financial Cooperative
New Taegu-Busan Expressway Co., Ltd.
Busan-Geoje Fixed Link Corp.
Yongma Tunnel Co., Ltd.
Kyung-Su Highway Co., Ltd.
Masan I-port Co., Ltd.
Electric Contractors’ Financial Cooperative
Information & Communication Financial Cooperative
Korea Electric Engineers Association
Engineering Financial Cooperative
Il-Shin Leisure Co., Ltd.
Pentaport Co., Ltd.
Nongshim Development Co., Ltd.
Chungjoo Forestry Association
Seosuwon Development Co., Ltd.
Morning Bridge Co., Ltd.
Morning Bridge Asset management Co., Ltd.
SBC General Trading & Contracting Co.W.L.L.
SKEC(Nanjing) Co., Ltd.
SK Real Estate Inc.
PT. SK KERIS Ind.
SKEC (Thai) Ltd.
SKEC Technic Sdn Bhd.
SK-CHINA Co., Ltd.
Eurochem Sp. Zo. O.
Corona Development Co., Ltd.
Metro Corona Co., Ltd.
Inport Co., Ltd.
Youngchun-Sangju Highway Co., Ltd.
PT.CAZ Kanstruksi Co., Ltd.
Qindao Shinyoung Engine Co., Ltd.
HI VICO Construction J/V Co., Ltd.
Shaanxi SK Guolin Hi-tech road Material Co., Ltd.

Equity
(%)

4.97%
1.13%
2.63%

0.45%
-

8.00%
12.40%
10.93%
16.00%
0.01%
0.04%
0.16%
0.46%
0.54%

20.10%
0.37%
0.38%

19.90%
19.90%
19.90%
39.00%

-
-

0.61%
-

29.99%
5.20%

10.00%
12.50%
16.30%
15.00%
4.40%

90.00%
90.00%
80.00%
15.00%

2007 2006

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

Investments in SKEC (Nanjing) Co., Ltd and SKEC (Thai) Ltd. were reclassified from available-for-sale securities to equity method investments in 2007 as there
were material changes in the carrying values of these investments arising from the application of the equity method of accounting.

The Company recognized ￦466,223 thousand and ￦11,364,978 thousand as impairment losses on available-for-sale securities in SK Real Estate Inc. and
PT. SK KERIS Ind., respectively, for the year ended December 31, 2007. On the other hand, the Company recorded ￦3,316,928 thousand as a reversal of
impairment loss on investment in Korean Housing Guarantee Co., Ltd for the year ended December 31, 2007.

As of December 31, 2007, the Company recognized a gain on valuation of investments in listed securities of ￦15,802,629 thousand, net of deferred income
tax effect, as accumulated other comprehensive income. 

In accordance with SKAS 15 Equity method investments, the application of the equity method of accounting was suspended for the investments in Pentaport
Co., Ltd., SBC General Trading & Contracting Co. W.L.L., SKEC Technic Sdn Bhd, PT. CAZ Kanstruksi Co., Ltd., Qindao Shinyoung Engine Co., Ltd., HI VICO
Construction J/V Co., Ltd., SK E&C India Pvt. Ltd., KENUS LLP, GwangYang Newport Co., Ltd and Kimhae Clean Water as changes in the carrying values of
these investments arising from the application of the equity method of accounting for these investees are immaterial. 

Debt securities as of December 31, 2007 will mature as follows (Korean won in thousands):

Acquisition cost

2,521,388
12,964,985
3,232,000

517,791
389,255

1,019,340
10,000
5,280

9,600,000
20,000
60,000

135,977,824

2,745,560 
21,842,000
24,587,560

204,279,302

Proportionate share in
net asset or fair value

1,735,002
3,992,088
3,232,000

517,791
389,255

1,019,340
10,000
5,280

9,600,000
20,000
60,000

112,444,404 

2,745,560
21,842,000
24,587,560

202,542,612

Carrying value

2,521,388
3,316,928
3,232,000

517,791
389,255

1,019,340
10,000
5,280

9,600,000
20,000
60,000

110,772,202

2,745,560
21,842,000
24,587,560

200,870,410
(21,842,000)
179,028,410

Carrying value

836,593
-
-
-
-
-
-
-
-
-
-

122,592,561

994,275
21,842,000
22,836,275

174,573,836
-

174,573,836

Equity securities

SK E&C India Pvt. Ltd.
Korean Housing Guarantee Co., Ltd.
Lippo Incheon Development Co., Ltd.
KENUS LLP
GwangYang Newport Co.,Ltd.
Kimhae Clean Water
Ulsan-Chong-chun
Seoul North Highway Co., Ltd.
Alphadom city Company 
Alphadom city asset management company
Dream Hub PFV Co., Ltd.

Sub-total
Debt securities:

Government and municipal bonds
Subordinated corporate bonds

Sub-total
Total

Less current portion

Equity
(%)

100.00%
0.10%
4.50%

70.00%
24.33%
36.02%
20.00%
10.56%
4.00%
4.00%
1.20%

2007 2006

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

Within 1 year
Later than 1 year 

but no later than 5 years
Over 5 years Total

Government and municipal bonds
Subordinated corporate bonds

￦

￦

￦

￦

￦

￦

￦

￦

-
21,842,000
21,842,000

2,745,560
-

2,745,560

-
-
-

2,745,560
21,842,000
24,587,560
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Equity method investments as of December 31, 2007 and 2006 consist of the following (Korean won in thousands):

(*1) The Company made the investment in SK D&D Co., Ltd. on June 27, 2007, and deemed the acquisition date at June 30, 2007.
(*2) The Company has accounted for the investments in SKEC (Nanjing) Co., Ltd. and SKEC (Thai) Ltd. using the equity method of accounting from 2007. 
(*3) The Company made the investment in Liviathan Asset Co., Ltd on November 12, 2007.

The Company used preliminary unaudited financial statements as of December 31, 2007 signed by the Chief Executive Officer of the investees in determining
the proportionate share in net asset value of the investees.

The details of changes in carrying amount of equity method investment for the years ended December 31, 2007 and 2006 are as follows (Korean won in
thousands): 

Acquisition cost

25,630,910
12,060,000

14,400,000
3,071,655

51,329
49,500,000

104,713,894

Proportionate 
share in net 
asset value

25,927,091
4,993,918

13,685,866
5,171,734
3,334,709

49,560,744
102,674,062

Carrying value

25,927,091
4,993,918

15,407,768
5,171,734
3,334,709

49,560,744
104,395,964

Carrying value

23,662,039
6,438,642

-
-
-
-

30,100,681

Non-listed companies:
beTEK Corporation 
Pentaport Development Co., Ltd. 
SK D&D Co., Ltd. (*1)

(formerly, Aperon Co. Ltd.)
SKEC (Nanjing) Co., Ltd. (*2)

SKEC (Thai) Ltd. (*2)

Liviathan Asset Co., Ltd. (*3)

Equity
(%)

100.00
20.10

44.98
100.00
50.07
99.00

2007 2006

￦

￦

￦

￦

￦

￦

￦

￦

beTEK Corporation
Pentaport Development Co., Ltd.
SK D&D Co., Ltd.
SKEC (Nanjing) Co., Ltd.
SKEC (Thai) Ltd.
Liviathan Asset Co., Ltd.

23,662,039
6,438,642

-
-
-
-

30,100,681

-
4,100,400

14,400,000
3,071,655

51,329
49,500,000
71,123,384

1,528,716
(5,525,442)

1,007,768
1,836,209
2,627,255

60,744
1,535,250

736,336
(19,682)

-
263,870
656,125

-
1,636,649

25,927,091
4,993,918

15,407,768 
5,171,734
3,334,709

49,560,744
104,395,964

2007

Jan. 1. 2007 Acquisition Gain (loss) on equity
valuation Equity adjustment Dec. 31, 2007

beTEK Corporation
Pentaport Development Co., Ltd.

25,183,565
5,226,000

30,409,565

-
2,733,600
2,733,600

568,227
(1,485,883)

(917,656)

(2,089,753)
(35,075)

(2,124,828)

23,662,039
6,438,642

30,100,681

2006

Jan. 1. 2006 Acquisition Gain (loss) on equity
valuation Equity adjustment Dec. 31, 2006



SK
 E

&
C

 2
00

7 
A

nn
ua

l R
ep

or
t 

64

NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

As of December 31, 2007, the accumulated equity adjustment arising from equity method investments amounted to a debit of ￦794,935 thousand, net of
deferred income tax effect. The amount is recorded as part of accumulated other comprehensive income. 

The summary of financial position of the investees as of December 31, 2007, and the results of their operations for the year then ended, is presented as
follows (Korean won in thousands):

The changes in carrying amount of goodwill arising from an equity method investment for the year ended December 31, 2007 is as follows (Korean won in
thousands):

As of December 31, 2007, the Company provided the entire securities of Kyung-Su Highway Co., Ltd. and Busan-Geoje Fixed Link Corp. and a portion
(673,818 shares) of its securities of Korea Housing Financial Co., Ltd. as a collateral to financial institutions on behalf of those affiliated companies.

8. Property, plant and equipment

Details of property, plant and equipment as of December 31, 2007 and 2006 are as follows (Korean won in thousands):

Total assets

53,487,135
267,911,651
42,749,541
11,356,446
64,466,542
53,453,824

Total liabilities

27,560,044
243,066,286
12,321,295
6,184,712

57,806,127
3,392,466

Sales

51,726,721
8,305,092

101,818,193
40,681,854
99,546,156

430,722

Net income (loss)

39,814
(27,489,761)

3,108,054
1,735,738
4,565,672

61,357

beTEK Corporation
Pentaport Development Co., Ltd.
SK D&D Co., Ltd.
SKEC (Nanjing) Co., Ltd.
SKEC (Thai) Ltd.
Liviathan Asset Co., Ltd.

￦ ￦ ￦ ￦

SK D&D Co., Ltd.

Jan. 1, 2007

-

Additions

1,913,224

Amortization

(191,322)

Dec. 31, 2007

1,721,902

2007

Land
Buildings and structures
Machinery and equipment
Construction in-progress
Forestry trees
Others

Cost

60,903,645
13,057,729

419,482
1,467,710

16,529,269
12,517,889

104,895,724

Accumulated depreciation

-
(4,831,307)

(389,281)
-
-

(9,442,269)
(14,662,857)

Net book value

60,903,645
8,226,422

30,201
1,467,710

16,529,269
3,075,620

90,232,867

2007

￦

￦

￦

￦

￦

￦
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Changes in net book value of property, plant and equipment during 2007 and 2006 are as follows (Korean won in thousands):

Inventories and certain property, plant and equipment are insured against fire and other casualty losses for up to ￦22,298,175 thousand as of December 31,
2007.

Land
Buildings and structures
Machinery and equipment
Construction in-progress
Forestry trees
Others

Cost

63,376,223
11,515,744

403,343
1,984,724

15,940,119
10,230,236

103,450,389

Accumulated depreciation

-
(3,979,994)

(365,451)
-
-

(7,499,314)
(11,844,759)

Net book value

63,376,223
7,535,750

37,892
1,984,724

15,940,119
2,730,922

91,605,630

2006

￦

￦

￦

￦

￦

￦

Land
Buildings and structures
Machinery and equipment
Construction in-progress
Forestry trees
Others

Jan. 1. 2007

63,376,223
7,535,750

37,892
1,984,724

15,940,119
2,730,922

91,605,630

Additions

957,692
1,750,069

4,371
267,986
648,706

2,846,805
6,475,629

Disposals

(3,430,270)
(146,534)

-
(785,000)
(59,556)
(99,407)

(4,520,767)

Depreciation

-
(912,863)
(12,062)

-
-

(2,402,700)
(3,327,625)

Dec. 31. 2007

60,903,645
8,226,422

30,201
1,467,710

16,529,269
3,075,620

90,232,867

2007

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

Land
Buildings and structures
Machinery and equipment
Construction in-progress
Forestry trees
Others

Jan. 1. 2006

54,376,805
5,119,321

80,503
785,000

15,064,672
2,623,418

78,049,719

Merger transfer

2,848,900
-
-
-
-
-

2,848,900

Additions

8,999,418
3,718,898

203,445
1,199,724

875,447
3,082,734

18,079,670

Disposals

(2,848,900)
(40,603)
(57,124)

-
-

(217,422)
(3,164,049)

Depreciation

-
(1,261,866)

(188,932)
-
-

(2,757,812)
(4,208,610)

Dec. 31. 2006

63,376,223
7,535,750

37,892
1,984,724

15,940,119
2,730,922

91,605,630

2006

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

9. Intangible assets

Changes in net book value of intangible assets and amortization expense for the years ended December 31, 2007 and 2006 are as follows (Korean won in
thousands): 

Pursuant to the board of directors’ resolution on August 3, 2006, the Company merged with Jeongjiwon as described in Note 1. The merger was
consummated on September 14, 2006 by registering the merger agreement with the court. No shares of the Company were issued in connection with the
merger. Assets and liabilities of Jeongjiwon were transferred to the Company at fair value and the purchase consideration in excess of the fair value of net
assets acquired was recorded as goodwill as follows (Korean Won in thousand):

However, the goodwill were impaired in full and charged to the income statement in 2006 as the recoverable value of the goodwill was deemed to be nil.

The Company merged with SK Forest as described in Note 1. The merger was consummated on December 27, 2004 by registering the merger agreement with
the court and by issuing 629,337 shares of common stock of the Company to the stockholders of SK Forest. Assets and liabilities of SK Forest were transferred
to the Company at book value, and as a result, the Company accounted for the shortfall of assets acquired from SK Forest over the liabilities assumed by the
Company amounting to ￦1,917,317 thousand as negative goodwill. A portion of the negative goodwill amounting to ￦1,874,335 thousand, which is
attributable to non-depreciable assets recorded arising from the merger with SK Forest, will be realized upon disposal of those related assets. The remaining
portion amounting to ￦42,982 thousand, which is attributable to depreciable assets, is amortized over the useful life of 11 years starting from the financial
year beginning January 1, 2005.

Negative goodwill
Right to operate underground parking lot
Software

Jan. 1. 2007

(1,828,889)
7,164,140
6,116,426

11,451,677

Additions

-
-

6,119,313
6,119,313

Amortization

3,907
(1,264,350)
(3,129,346)
(4,389,789)

Dec. 31. 2007

(1,824,982)
5,899,790
9,106,393

13,181,201

2007

￦

￦

￦

￦

￦

￦

￦

￦

Negative goodwill
Right to operate underground parking lot
Software
Goodwill

Jan. 1. 2006

(1,913,410)
8,428,490
6,537,864

-
13,052,944

Merger transfer

-
-
-

1,687,803
1,687,803

Additions

-
-

2,954,513
-

2,954,513

Amortization

84,521
(1,264,350)
(3,375,951)
(1,687,803)
(6,243,583)

Dec. 31. 2006

(1,828,889)
7,164,140
6,116,426

-
11,451,677

2006

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

August 3, 2006

3,001,483
1,496,210
1,505,273
3,193,076
1,687,803

Assets acquired
Liabilities assumed
Net assets
Purchase consideration (Offset against long-term receivables due from Jeongijwon)
Goodwill

￦

￦
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10. Short-term borrowings and long-term debt

Short-term borrowings and long-term debt as of December 31, 2007 and 2006 consist of the following (Korean won in thousands):

CD3M+2.0
5.81 ~ 7.20
6.20 ~6.44
5.62 ~ 5.83

Libor1M+65bp

-
65,000,000
30,000,000
7,000,000

11,298,472
113,298,472

15,829
-
-

50,000,000
-

50,015,829

Bank overdraft
Commercial Paper
General loans
Pre-shipment loan
Account receivable factoring

Short-term borrowings
Annual interest rate

in 2007 (%) 
2007 2006

￦

￦

￦

￦

1.00~4.00 7,747,200
325,713,777
333,460,977
(20,826,887)
312,634,090

8,372,880
206,358,940
214,731,820

(137,850,367)
76,881,453

Loans from investment and finance companies
Bonds, net of discounts

Less current portion
Long-term debt

Long-term debt
Annual interest rate

in 2007 (%) 
2007 2006

￦

￦

￦

￦
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

The details of bonds issued as of December 31, 2007 and 2006 are as follows (Korean won in thousand):

(*) All of the bonds issued are unsecured.

Payment schedules of the long-term debt as of December 31, 2007 are summarized as follows (Korean won in thousands):

8.20
8.40
8.10
7.48
7.16
7.00
7.00
7.00
5.42

CD3M+0.7
5.36
5.39
5.39
6.36

Libor3M+138bp

-
10,000,000

-
-
-

10,000,000
-

10,000,000
40,000,000
30,000,000
30,000,000
30,000,000
40,000,000
80,000,000
46,910,000

326,910,000
(1,196,223)

325,713,777
(19,966,087)
305,747,690

30,000,000
10,000,000
20,000,000
30,000,000
27,040,000
10,000,000
30,000,000
10,000,000
40,000,000

-
-
-
-
-
-

207,040,000
(681,060)

206,358,940
(136,925,927)

69,433,013

Jun 2007
Jul 2009
Jul 2007
Sep 2007
Feb 2007
Feb 2008
Mar 2007
Mar 2008
Jun 2009
Jan 2009
Apr 2009
Oct 2009
Apr 2010
Sep 2010
Nov 2010

Series(*) Annual interest rate
(%) as of Dec. 31, 2007

2007 2006 Maturity

￦

￦

￦

￦

112th
114th
115th
116th-2nd
118th-1st
118th-2nd
119th-1st
119th-2nd
122nd
123rd
124th-1st
124th-2nd
124th-3rd
125th
126th

Total
Discount on bonds

Less current portion, net of discount

2008
2009
2010

2011 and thereafter

20,000,000
140,000,000
166,910,000

-
326,910,000

860,800
860,800
860,800

5,164,800
7,747,200

20,860,800
140,860,800
167,770,800

5,164,800
334,657,200

Year Bonds Long-term loans Total

￦

￦

￦

￦

￦

￦
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11. Severance and retirement benefits

Changes in carrying amount of severance and retirement benefits for the years ended December 31, 2007 and 2006 are as follows (Korean won in
thousands): 

12. Related party disclosures

The related parties of the Company and nature of their relationship with the Company are as follows:

2007

106,962,324
39,092,678

(22,717,482)
123,337,520
(82,964,906)
(1,788,439)
38,584,175

2006

94,359,192
26,635,806

(14,032,674)
106,962,324
(71,146,498)
(2,130,421)
33,685,405

Beginning balance
Provision
Payment of severance and retirement benefits
Ending balance
Deposit for severance and retirement benefits
Prepayments to KNPC

￦

￦

￦

￦

SK Chemical Co., Ltd.
beTEK Corporation
SK D&D Co., Ltd.

Liviathan Assets Co., Ltd.
SKEC (Thai) Ltd.

SKEC (Nanjing) Co., Ltd.

N/A
The Company
The Company
The Company
The Company
The Company

Parent
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary

Company name Parent company Relationship with the Company
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

Transactions with related parties for the years ended December 31, 2007 and 2006 and related outstanding balances as of December 31, 2007 and 2006 are
as follows (Korean won in thousands):

SK Networks Co., Ltd.
SK Computer & Communication Co., Ltd.
SK Telecom Co., Ltd.
SK Corporation
Walkerhill Inc.
SK Telesys Co., Ltd.
SKC Co., Ltd.
MRO Korea Co., Ltd.
SK D&D Co., Ltd.
SK Gas Co., Ltd.
Daihan City Gas
Pusan City Gas Co., Ltd.
DOPCO Co., Ltd.
SK Telink Corp
SK Shipping Co., Ltd.
SK Chemicals Co., Ltd.
TU-media Corp.
SK Inchon Oil Co., Ltd.
SK CTA Co., Ltd.
SK Communications Co., Ltd.
SK E&S Co., Ltd.
SK Wyverns Baseball Club Co., Ltd.

2007
Sales and

other income
Purchases and
other expenses

Accounts receivable/
Other assets

Accounts payable/
Other liabilities

145,353,813
-

299,031,223
222,766,551

4,930
337,071

66,002,831
-

111,818
2,930,392

-
-
-
2

9,180
17,425

744,334
558,270,745

6,573,410
-

1,165,728
-

1,303,319,453

5,777,439
14,574,522
3,626,605
8,432,955
2,925,520

-
20,077

12,644,044
51,673,936

-
37,563

114,491
2,727,129

132,759
-

1,141,368
26,900
6,225

-
13,735

-
32,272

103,907,540

16,004,812
-

1,352,238
29,698,811

-
-
-

16,224
220,000

-
-
-
-
-
-
-

10,142
892,955

-
-

945,849
-

49,141,031

2,040,156
398,228

40,248,300
2,649,296
1,523,225

-
5,675,239
2,109,049

18,178,664
-
-
-

353,733
-
-

328,867
-

17,903,785
-
-
-
-

91,408,542

￦

￦

￦

￦

￦

￦

￦

￦
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(*) As described in Note 8, the Company merged with Jeongjiwon Co., Ltd. on September 14, 2006.

13. Commitments and contingencies

As of December 31, 2007, as guarantees for the completion of certain construction projects, the Company provided financial institutions with two promissory
note amounting to ￦116,291,800 thousand, 20 blank promissory notes and 2 blank checks. 

As of December 31, 2007, two long-outstanding promissory notes issued by the Company, with a total face value of ￦264 thousand, have not been
presented for payment. The Company will register the promissory notes as missing notes in the court for suspension of payment.

As of December 31, 2007, the Company is contingently liable for ￦24,228,296 thousand (￦52,944,441 thousand as of December 31, 2006) of discounted
promissory notes receivable.

As of December 31, 2007, the Company is contingently liable for performance guarantees issued on behalf of 3 unrelated construction companies totaling
￦658,427,342 thousand and has guaranteed the repayment of borrowings of 24 unrelated construction companies totaling ￦1,861,255,000 thousand. In
addition, the Company has guaranteed the repayments of loans and moving expenses totaling ￦1,400,200,000 thousand on behalf of customers with rights
to purchase the Company’s apartments.

As of December 31, 2007, the Company has 55 pending lawsuits against the Company for total claims of ￦70,702,451 thousand. In connection with certain
lawsuits, the Company recognized a provision for liability on the expected future losses of ￦2,844,559 thousand that may arise from these lawsuits.
However, the final outcomes of the remaining pending lawsuits cannot presently be determined and the financial statements do not include any adjustments
that may result from these uncertain lawsuits.

SK Networks Co., Ltd.
SK Computer & Communication Co., Ltd.
Jeongjiwon Co., Ltd.(*)

SK Telecom Co., Ltd.
SK Corporation
Walkerhill Inc.
SK Telesys Co., Ltd.
SKC Co., Ltd.
MRO Korea Co., Ltd.
Aperon Co., Ltd.
SK Gas Co., Ltd.
GD SK (Guangdong SK Corp)
Daihan City Gas
Pusan City Gas Co., Ltd.
DOPCO Co., Ltd.
SK Telink Corp.
SK Shipping Co., Ltd.
SK Chemicals Co., Ltd.
TU-media Corp.
SK Inchon Oil Co., Ltd.

106,249,935
140,535

-
228,022,583
261,517,093

102,635
4,251,566

11,555,235
-

599
6,752,703

321,159
-

510
285,000

-
110,010

1,120,891
2,518,774

24,853,058
647,802,286

1,950,318
13,283,607
1,687,803
2,974,123
7,872,534
3,290,020

-
10,486

10,876,139
27,312,250

-
-
-

136,374
-

55,310
-

1,827,453
2,191

540
71,279,148

5,615,745
-
-

69,051
20,814,613

-
-
-
-
-

220,538
-
-
-
-
-
-
-
-

5,612,671
32,332,618

1,542,986
105,728

-
258,236
57,396

952,157
-
-

3,132,579
18,728,724

636,537
-
-
-
-
-
-

686,659
-
-

26,101,002

2006
Sales and

other income
Purchases and
other expenses

Accounts receivable/
Other assets

Accounts payable/
Other liabilities

￦

￦

￦

￦

￦

￦

￦

￦
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

In 2004, the Korean National Tax Service (the “NTS”) performed a periodical tax audit of the Company’s tax returns for the period from January 1, 1999 to
December 31, 2001. In December 2004, the NTS issued a preliminary notice of tax assessment to the Company. In connection with the preliminary tax
assessment, the Company partially paid ￦30,638,918 thousand which was recorded as non-operating expense in the 2004 financial statements. In
December 2004, the Company requested for further review of propriety of the reminder of the tax assessment that was not accepted by the Company. Also, in
December 2005, the NTS notified that the Company should pay another additional income taxes amounting to ￦2,473,562 thousand, which were charged to
non-operating expenses in 2005. In 2006, the Company obtained a final result of the appeal made to the National Tax Tribunal. The Company was refunded
income taxes of ￦15,121,909 thousand, and recorded them as non-operating income in 2006.

In January 2005, in order to mitigate the risk of foreign currency exposure for accounts receivable denominated in United States dollar, the Company entered
into currency floating insurance contracts (“Insurance contracts”) with Korea Export Insurance Corporation (“KEIC”). The outstanding Insurance contracts
amounted to US$221,374,125 as of December 31, 2007. The Company has valued the Insurance contracts at fair market value, and reflected a valuation loss
of ￦3,459,996 thousand and a gain of ￦16,526,213 thousand in net income for the years ended December 31, 2007 and 2006, respectively.

On November 9, 2007, the Company entered into a cross-currency interest rate swap agreements with Kookmin Bank and two other financial institutions to
hedge the foreign currency risk of foreign currency denominated debt, whereby the Company is to pay the total principal amount of ￦45,350,000 thousand
at fixed interest rates of 5.83% -5.87% in Korean won in exchange of the total principal amount of US$50,000,000 at floating interest rate of Libor
3M+1.38%. These instruments will mature on November 9, 2010 and in this regard, the Company recorded a gain on valuation of derivative instruments
amounting to ￦643,785 thousand for the year ended December 31, 2007.

14. Payment guarantees received from other companies

Twelve financial institutions including the Export-Import Bank of Korea have guaranteed the performance of the Company’s overseas construction projects on
behalf of the Company to the extent of US$339,123,476, EUR4,881,565, THB1,857,711,221, KD117,971,792 and ￦15,789,946 thousand as of December
31, 2007. In connection with the above performance guarantees, KEIC and four domestic financial institutions have provided guarantees to these twelve
financial institutions to the extent of US$297,040,002, EUR4,881,565, THB1,840,514,550, KD140,129,488 and ￦15,789,946 thousand as of December 31,
2007. In connection with the payment guarantee, The Company has provided KEIC and domestic financial institutions with certain land, to the extent of
US$6,400,000 as collateral.

The Company has been provided with performance guarantees by three construction unions; Korea Construction Financial Cooperative, Seoul Guarantee
Insurance Company and Korea Housing Financial Co., Ltd. and 6 construction companies for the Company’s completion of outstanding construction contracts
totaling ￦2,997,663,915 thousand as of December 31, 2007.

15. Construction contracts backlog

Changes in balances of domestic and overseas construction contracts backlog for the year ended December 31, 2007 are as follows (excluded in-house
contracts and others) (Korean won in thousands):

The Company has major construction contracts in-progress amounting to ￦5,211,774,227 thousand as of December 31, 2007.

Relating to certain local and overseas construction projects including Access road construction Section 3 for Yeosu National Industrial Complex Development
Project, the Company has taken up insurance policies for coverage of up to ￦1,705,808,865 thousand and US$3,329,370,913 against certain casualty

Domestic construction
Overseas construction

Jan.1, 2007

7,096,785,042
1,355,037,000
8,451,822,042

New contract

4,325,907,670
2,401,448,809
6,727,356,479

Realized revenue

(3,066,903,075)
(950,974,402)

(4,017,877,477)

Dec. 31, 2007

8,355,789,637
2,805,511,407

11,161,301,044

2007

￦

￦

￦

￦

￦

￦

￦

￦
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losses. Also, the Company has taken up various insurance policies for its employees and construction projects, such as traveler insurance, pilferage insurance
and business indemnity insurances.

16. Stockholders’ equity

As of December 31, 2007, four members of the SK groups of companies together with the Employee Stock Ownership Association hold 80.96% of the total
outstanding common stock of the Company. The largest stockholder is SK Chemical Co., Ltd., which owns 58.03% of the Company’s outstanding common
shares.

The details of common stock and redeemable preferred stock are as follows:

The Company issued 3,000,000 and 2,350,000 shares of redeemable preferred stock (“RPS”) in June 2004 and September 2004, respectively, for cash at
￦6,500 (par value: ￦5,000). In December 2005, the Company issued an additional 1,400,000 shares of RPS, for cash at ￦20,000 (par value: ￦5,000).
The holders of these RPS are entitled to receive preferential and cumulative dividends of 15.00%, 12.22% and 31.60% of par value per year for the RPS
issued in June 2004, September 2004 and December 2005, respectively. Also, in September 2006, the Company issued 1,000,000 and 1,500,000 shares of
RPS, for cash at ￦20,000 (par value: ￦5,000), and the holders of these RPS are entitled to receive preferential and cumulative dividends of 26.40% and
28.00% of par value per year, respectively, for the RPS issued in September 2006. In October 2007, the Company issued an additional 1,500,000 shares of
RPS, for cash at ￦20,000 (par value: ￦5,000). The holders of this RPS are entitled to receive preferential and cumulative dividends of 28.40% of par value
per year.

In 2006, the Company redeemed its 3,000,000 and 2,350,000 shares of RPS issued on June 4, 2004 and September 24, 2004, respectively, by an
appropriation to the retained earnings as a reserve for redemption of preferred stock. In 2007, the Company made another redemption of its 1,000,000 shares
of RPS issued on September 28, 2006 by another appropriation to the retained earnings as a reserve for redemption of preferred stock. As a result of the
redemptions, the number of shares of RPS decreased by 6,350,000 shares whereas the carrying amount of RPS was unchanged.

Capital surplus as of December 31, 2007 and 2006 consist of the following (Korean won in thousands):

The Company revalued its land and buildings in existence on July 1, 1998 in accordance with the Korean Assets Revaluation Law. The total revaluation surplus
amounting to ￦30,646,745 thousand less revaluation tax of ￦479,566 thousand, or ￦30,167,179 thousand was recorded as an asset revaluation surplus.
The asset revaluation surplus may not be utilized for cash dividends but may only be used to offset a deficit incurred after the revaluation date, if any, or it may
be transferred to paid-in capital.

Authorized
Issued and outstanding
Par value

2007

120,000,000
20,294,937

5,000

2006

120,000,000
20,294,937

5,000

2007

40,000,000
4,400,000

5,000

2006

40,000,000
3,900,000

5,000

Common stock Redeemable preferred stock

￦

￦

￦

￦

￦

￦

￦

￦

2007

100,906,357
30,167,179
10,181,575

233,552
141,488,663

2006

78,626,203
30,167,179
10,181,575

233,552
119,208,509

paid-in capital in excess of par value
Asset revaluation surplus
Gain on capital reduction
Other capital surplus

￦

￦

￦

￦
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

Pursuant to a resolution of the stockholders on October 31, 2003, the Company reduced its issued and outstanding common stock by ￦196,656,000
thousand and preferred stock by ￦20,000,000 thousand. Of the total capital reduction of ￦216,656,000 thousand, ￦206,474,425 thousand was offset
against the accumulated deficit, and the remaining balance of ￦10,181,575 thousand was accounted for as a gain on capital reduction under capital surplus.

Appropriated retained earnings as of December 31, 2007 and 2006 consist of the following (Korean won in thousands):

In accordance with the Korean Commercial Code, an amount equal to at least 10% of cash dividends is required to be appropriated as a legal reserve until the
reserve equals 50% of paid-in capital. The legal reserve may not be utilized for cash dividends but may only be used to offset a deficit, if any, or be transferred
to capital.

Prior to December 2002, in accordance with the Korean Tax Incentives Limitation Law (“TILL”), the amounts of tax credits or exemptions taken under this law
were appropriated as a reserve for business rationalization. Such reserve could not be utilized for cash dividends but could be used to offset an accumulated
deficit, if any, or be transferred to paid-in capital. Effective from December 2002, such reserve is no longer required by the revised TILL.

As allowed under the TILL, the reserve for technology development was provided to obtain tax benefits in the year the appropriations were proposed. This
reserve may be reversed after the lapse of specified periods prescribed in the TILL. Further, this reserve may be utilized for cash dividends, only after reverting it
to unappropriated retained earnings.

2007

35,007,836
2,183,202
3,333,333

40,524,371

2006

35,007,836
2,183,202
1,833,333

39,024,371

Legal reserve
Reserve for business rationalization
Reserve for technology development

￦

￦

￦

￦
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17. Cumulative translation adjustments

The assets, liabilities and stockholders’ equity of overseas projects as of December 31, 2007, and the resulting cumulative translation gains (losses) are
summarized as follows (equivalent Korean won in thousands):

41,546
12,099)
47,588

13,859)
4,343,905

1,265,065)
20,893,730
6,084,831)
24,895,029
7,250,121)

370,861
4,309,830)

313,703
10,012,850)

116,874
457,575)

41,385
322,190)

4,744,961
1,005,288,432)

14,061
14,694)

5,467,584
54,730,571,139)

305,277
325,385)

24,300
242,993,572)

31,858
127,326)
237,382

619,633)
61,890,044

1,013,147
12,099)

2,300
13,859)

8,368,570
1,265,065)
20,020,514
6,084,831)
26,199,835
7,250,121)

(1,317,614)
4,309,830)

(1,769,917)
10,012,850)

97,881
457,575)

36,515
322,190)

4,662,285
1,005,288,432)

6,969
14,694)

6,293,504
54,730,571,139)

299,675
325,385)

18,977
242,993,572)

35,518
127,326)
227,088

619,633)
64,195,247

(971,601)

45,288

(4,024,665)

873,216

(1,304,806)

1,688,475

2,083,620

18,993

4,870

82,676

7,092

(825,920)

5,602

5,323

(3,660)

10,294

(2,305,203)

Kuwait

Mexico

Thailand

U.A.E

China

YEMEN

Canada

Indonesia

USA

LAOS

SAUDI

Romania

Branch

Kuwait Company

GC-24

KOCFMP

KPPC

Branch

Branch

Branch

Branch

LNG PJT

Branch

3RD-LBO

Branch

Branch

Branch

Branch

Total

Country Assets Liabilities and
stockholders’ equity

Cumulative translation
gains (losses)

2007

(KWD

(KWD

(KWD

(KWD

(KWD

(MXN

(THB

(AED

(RMB

(YER

(CAD

(IDR

(US$

(LAK

(SAR

(RON

(KWD

(KWD

(KWD

(KWD

(KWD

(MXN

(THB

(AED

(RMB

(YER

(CAD

(IDR

(US$

(LAK

(SAR

(RON

￦

￦

￦

￦

￦

￦
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

18. Income taxes

The Company is subject to corporate income taxes, including resident surtax, at the aggregate rates of 14.3% on taxable income up to ￦100,000,000 and
27.5% on taxable income in excess of ￦100,000,000.

Reconciliations of income before income taxes for financial reporting purposes and taxable income for corporate income tax reporting purposes are
summarized as follows (Korean won in thousands):

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for income tax reporting purposes. The changes in cumulative temporary differences for the year ended December 31, 2007
are as follows (Korean won in thousands):

(*) The Company did not recognize deferred income tax assets for the temporary differences of ￦42,185,600 thousand, for which the possibility of realization is not certain in the near future.

2007

160,958,107
32,499,944
79,529,340

272,987,391
75,077,960

2006

150,159,935
15,655,271
(3,987,204)

161,828,002
44,478,369

Net income before income taxes
Non temporary differences
Temporary differences
Taxable income
Current income taxes

￦

￦

￦

￦

Temporary difference subject to
deferred income tax

Deductible temporary differences:
Allowance for doubtful accounts
Provision for construction warranty
Provision for construction losses
Severance and retirement benefits

Other
Sub-total

Taxable temporary differences:
Accrued interest income
Deposit for severance and retirement benefits
Technology and human resources development reserve
Gain on valuation of available-for-sale securities
Loss on valuation of derivatives

Other

Sub-total
Net balance
Temporary difference not subject to

deferred income tax (*)

129,247,411
25,687,727
11,415,012
62,634,152
14,835,693

243,819,995

(8,867,031)
(62,634,152)
(3,333,333)
(4,531,756)

(21,311,058)
(761,445)

(101,438,775)
142,381,220

29,102,106
171,483,326

60,790,139
960,917

6,240,459
27,127,097
5,131,371

100,249,983

5,030,138
20,330,755

(333,333)
17,264,974

(15,516,809)
7,028,412

33,804,137
66,445,846

13,083,494
79,529,340

190,037,550
26,648,644
17,655,471
89,761,248
19,967,065

344,069,978

(13,897,169)
(82,964,907)
(3,000,000)

(21,796,730)
(5,794,249)
(7,789,857)

(135,242,912)
208,827,066

42,185,600
251,012,666

As of Jan. 1,
2007

Net increase
(decrease)

As of Dec. 31,
2007

2007

Temporary differences

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦
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Details of deferred income tax assets and liabilities as of December 31, 2007 are as follows (Korean won in thousands):

The Company recognized fully deferred income tax assets for all the deductible temporary differences because the aggregate amount of the total of taxable
temporary differences and the expected taxable income before reflecting tax adjustment items exceed the total of all the deductible temporary differences.

Provision for income taxes for the years ended December 31, 2007 and 2006 consisted of the following (Korean won in thousands):

Deductible temporary differences:
Allowance for doubtful accounts
Provision for construction warranty
Provision for construction losses
Severance and retirement benefits
Other

Sub-total
Taxable temporary differences:

Accrued income
Deposit for severance and

retirement benefits
Technology and human

resources development reserve
Loss on valuation of

available-for-sale securities
Loss on valuation of derivatives
Other

Sub-total
Net balance

Tax rate
Total deferred income tax assets

190,037,550
26,648,644
17,655,471
89,761,248
19,967,065

344,069,978

(13,897,169)

(82,964,907)

(3,000,000)

(21,796,730)
(5,794,249)
(7,789,857)

(135,242,912)
208,827,066

38,674,769
25,687,727
11,415,012

-
8,556,120

84,333,628

(8,867,031)

-

(333,333)

-
(21,311,058)

-
(30,511,422)

53,822,206
27.5%

14,801,107

90,572,642
-
-

62,634,152
6,279,573

159,486,367

-

(62,634,152)

(3,000,000)

(4,531,756)
-

(761,445)
(70,927,353)

88,559,014
27.5%

24,353,728

83,125,738
26,648,644
17,655,470

-
11,049,032

138,478,884

(13,897,169)

-

-

-
(5,794,250)

-
(19,691,419)
118,787,465

27.5%
32,666,554

106,911,813
-
-

89,761,250
8,918,032

205,591,095

-

(82,964,907)

(3,000,000)

(21,796,730)
-

(7,789,857)
(115,551,494)

90,039,601
27.5%

24,760,890

2007
Temporary differences

Beginning balance Ending balance
Current Non-current Current Non-current

Temporary differences
as of Dec. 31, 2007

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

￦

2007

75,077,960

(18,272,609)

(4,446,340)
(2,638,553)
49,720,458

2006

44,478,369

1,505,402

(276,124)
-

45,707,647

Current income taxes
Change in deferred income tax assets 

arising from temporary differences
Deferred tax which are charged 

or credited directly to equity
Income tax refunds
Income tax expense

￦

￦

￦

￦
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NOTES TO NON-CONSOLIDATED FINANCIAL STATEMENTS

The effective income tax rates for the years ended December 31, 2007 and 2006 are as follows (Korean won in thousands):

19. Per share amounts

The Company’s per share amounts for the years ended December 31, 2007 and 2006 are computed as follows (Korea won in thousands, except per share
amounts):

20. Comprehensive income 

The details of comprehensive income for the year ended December 31, 2007 are as follows (Korean won in thousands):

2007

49,720,458
160,958,107

30.89%

2006

45,707,647
150,159,935

30.44%

Provision for income taxes
Income before income taxes
Effective income tax rates

￦

￦

￦

￦

2007

111,237,649
(5,656,082)

105,581,567

20,294,937
5,202

2006

104,452,288
(4,375,117)

100,077,171

20,294,937
4,931

Net income per the statements of income 
Dividends due to preferred stock
Net income attributable to common stock
Weighted-average number of shares of common stock 

outstanding 
Earnings per share

￦

￦

￦

￦

2007

111,237,649

12,517,106
1,938,176

(2,162,446)
12,292,836

123,530,485

Net income 

Other comprehensive income:
Gain on valuation of available-for-sale securities
Equity adjustment arising from equity method investments
Foreign currency translation adjustments

Comprehensive income

￦

￦
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21. Segment information

The followings are the sales amount by business segment for the years ended December 31, 2007 and 2006 (Korean won in thousands):

22. Supplementary cash flow information

Significant transactions not involving cash flow for the years ended December 31, 2007 and 2006, are as follows (Korean won in thousands):

23. Fourth quarter financial information (unaudited)

A summary of the Company’s operating results (unaudited) for the three-month periods ended December 31, 2007 and 2006 are summarized as follows
(Korean won in thousands, except for per share amounts):

24. Approval of financial statements 

The accompanying 2007 financial statements will be approved by the Company’s stockholders at their annual ordinary meeting to be held on March 14, 2008.

2007

2,268,841,017
612,182,472
424,539,784
765,163,093
65,194,812

4,135,921,178

2006

1,226,577,892
533,488,515
564,734,800
717,006,816
31,212,459

3,073,020,482

Plant engineering and construction
Civil works
Architecture
Housing
Others

￦

￦

￦

￦

2007

17,264,974
21,842,000
(1,938,176)

-
218,671

20,860,800
-
-
-

2006

(727,963)
-

2,124,828
706,895

3,178,625
137,964,440

2,848,717
1,496,210
3,193,076

Loss on valuation of available-for-sale securities
Transfer of current portion of available-for-sale securities 
Capital adjustment related to equity method investments
Write-off of other accounts receivable
Write-off of long-term accounts receivable
Transfer of current portion of long-term debt
Increase of assets relating to merger
Increase of liabilities relating to merger
Decrease of long-term loans relating to merger

￦ ￦

1,162,960,064
134,002,470
35,394,121
1,308,115

(7,000)

1,066,849,660
125,768,876
53,194,611
29,980,571

1,407

Net sales
Gross profit
Operating income
Net income

Earnings per share

4th quarter of 2007 4th quarter of 2006

￦

￦

￦

￦

￦

￦
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INTERNAL ACCOUNTING CONTROL SYSTEM REVIEW REPORT

Representative Director 
SK Engineering & Construction Co., Ltd.  

We have reviewed the accompanying management’s report on the operations of the internal accounting control system (“IACS”) of SK Engineering & Construction Co., Ltd. (the
“Company”) as of December 31, 2007. The Company’s management is responsible for design and operation of its IACS, including the reporting of its operations. Our
responsibility is to review the management’s IACS report and issue a report based on our review. The management’s report on the operations of the IACS of the Company states
that “based on its assessment of the operations of the IACS as of December 31, 2007, the Company’s IACS has been effectively designed and has operated as of December 31,
2007, in all material respects, in accordance with the IACS standards established by the IACS Operations Committee”

We conducted our review in accordance with the IACS review standards established by the Korean Institute of Certified Public Accountants. Those standards require that we plan
and perform, our review to obtain less assurance than an audit as to management’s report on the operations of the IACS. A review includes the procedures of obtaining an
understanding of the IACS, inquiring as to management’s report on the operations of the IACS and performing a review of related documentation within limited scope, if
necessary. 

A company’s IACS consists of an establishment of related policies and organization to ensure that it is designed to provide reasonable assurance on the reliability of financial
reporting and the preparation of financial statements for external financial reporting purposes in accordance with accounting principles generally accepted in the Republic of Korea.
However, because of its inherent limitations, the IACS may not prevent or detect a material misstatement of the financial statements. Also, projections of any assessments of the
IACS on future periods are subject to the risk that IACS may become inadequate due to the changes in conditions, or that the degree of compliance with the policies or procedures
may be significantly reduced.

Based on our review of the management’s report on the operations of the IACS, nothing has come to our attention that causes us to believe that the management’s report
referred to above is not presented fairly, in all material respects, in accordance with the IACS standards.

We conducted our review of the IACS in existence as of December 31, 2007, and we did not review the IACS subsequent to December 31, 2007. This report has been prepared for
Korean regulatory purposes pursuant to Act on External Audit for Join-Stock Companies, and may not be appropriate for other purposes or for other users.

February 5, 2008

This report is annexed in relation to the audit of the financial statements as of December 31, 2007 and the review of internal accounting control system pursuant
to Article 2-3 of the Act on External Audit for Joint-Stock Companies of the Republic of Korea.
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To the Board of Directors and Audit Committee of 
SK Engineering & Construction Co., Ltd.

I, as the Internal Accounting Control Officer (“IACO”) of SK Engineering & Construction Co., Ltd (“the Company”), assessed the status of the design and operations of the
Company’s internal accounting control system (“IACS”) for the year ended December 31, 2007. 

The Company’s management including IACO is responsible for the design and operations of its IACS. I, as the IACO, assessed whether the IACS has been effectively designed and
has operated to prevent and detect any error or fraud which may cause any misstatement of the financial statements, for the purpose of establishing the reliability of financial
reporting and the preparation of financial statements for external financial reporting purposes. I, as the IACO, applied the IACS standard for the assessment of design and
operations of the IACS.

Based on the assessment on the operations of the IACS, the Company’s IACS has been effectively designed and has operated as of December 31, 2007, in all material respects, in
accordance with the IACS standards.

January 25, 2008

Internal Accounting Control Officer

Chief Executive Officer or President

REPORT ON THE OPERATIONS OF THE INTERNAL ACCOUNTING CONTROL SYSTEM
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Sharing happiness and 
lending a helping hand
All of the approximately four thousand people working at SK Engineering & Construction are invited to take part in community service to
support the growth of the local society. The Volunteer Service Corps was formed in September 2004 with some 200 employees, and the
organization was expanded companywide in 2006. Now, SK E&C worksites across the nation are involved in various activities that bring joy to
the recipients and satisfaction to the volunteers who share their time and effort. SK E&C will continue to expand the organized community
service activities it sponsors to fulfills its corporate responsibilities to society and its role as a local corporate citizen.
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A Corporation that Cares about Others

Proceeds from the Marathon Club’s “Sharing Happiness
Charity Race” and the “Daily Tearoom” fundraiser by the
women employees’ club are donated to a local nursing
home and children’s welfare organization, a school in
Mongolia, and a home for the mentally impaired. Funds are
also used to purchase furniture for needy families in the
local community. 

Members of the SK E&C Volunteer Service Corps visit
Cheong-un Nursing Home every Tuesday to help clean the
facilities, join the inmates in recreation activities, chat with
inmates, take them on walks, and watch cultural
performances with them. In addition to the regularly
scheduled activities, Corps members plan various special
events for the inmates.

Meanwhile, SK Engineering & Construction, which is very
active in the Middle East, organizes exchanges to promote
understanding between Korea and Arab nations. These
activities include book donations and programs for
experiencing Korean culture. Arab translations of Korean
literature were donated to the Middle East in February
2007. In April, a special cultural event was organized for
Thai workers on SK E&C construction sites in the Middle
East.

A Corporation that Protects the Environment

In April 2006, Architecture & Housing Customer Service
unit began a monthly event at its four Customer Service
Centers in Korea to repair the homes of needy families. The
event has been conducted fifty-one times to date, providing
people with cleaner and more comfortable places to live.
SK E&C has been building new roads, apartments,
buildings and plants around the world. Now, the company
is also applying its expertise to assist regions that have been
hit by natural disasters.  

Employees at the Head Office help to protect Korean
cultural properties, cleaning up the grounds of palaces in
Seoul every Thursday. In addition employee family
members are invited at least twice a year to join the
programs to serve free lunches to the needy and clean up
forested areas. 

The Quality & Safety HQ organizes a “Safe Environment
Community Service Program,” which engages the public
and raises awareness of safety and environmental issues.
The activities include cleanup drives around the country.
Workers at each construction site select a local mountain,
stream and roads to visit periodically and pick up litter.

A Corporation that Builds Hope for the Future 

Members of the SK E&C Volunteer Service Corps take
part in the “Safe Environment Community Service
Program,” organized by the Quality & Safety HQ, in the
vicinity of their respective work sites. The program raises
public awareness of safety and environmental issues and
encourages exchanges between the company and local
communities. Among the activities is an educational tour of
tidal flats for children and local residents. 

Other programs such as the safety experiential hall,
everyday safety class, traffic safety monitors, and
playground equipment maintenance help to teach children
about safety and protect them. In addition, the Yeongnam
Customer Service Center opened a children’s library on
June 16, 2007. SK E&C employees are involved in the
project and donate books. The library offers a reading room
and social studies classes for primary schoolchildren.
Preschoolers can go there to watch videos, learn songs and
listen to fairy tales.



● Local Subsidiary
SKEC (THAI) Co. Ltd.
Unit 2702, 27th Floor, Two Pacific Place,142 Sukhumvit
Road, Klongtoey, Bangkok 10110, Thailand
Tel : 66-2-254-7211~4 Fax : 66-2-254-7215

KENUS (Global Venture)
301 Tole bi Street, Auezovskiy district, Almaty city,
Kazakhstan
Tel : 7-7272-23-1578

Irunex (Global Venture)
185  Sky Park Plaza 2fl , Sukhumvit 71 Rd, Prakanong-nua ,
Wattana,Bangkok 10110, Thailland
Tel : 66-2-711-1521-2 Fax : 66-2-711-1529

HIVICO (Global Venture)
93B Vo Van Tan, Ward 6, Dist 3, Ho Chi Minh City, Vietnam
Tel : 84-8-930-7076 Fax : 84-8-930-7075

beTEK corp.
620 Newport ctr. dr. 220 Newport Beach, CA92660
Tel : 1-949-706-7611 Fax : 1-949-706-7786

SKEC (Nanjing) Co. Ltd.
SKEC(Nanjing) Co.Ltd. Room F 8th floor Investment
Building No. 414 South zhong shan Road, Nanjing, China
(postcode : 210006)
Tel : 86-25-8470-0623 Fax : 86-25-8470-1809

Qingdao Shinyoung Engineers Co. Ltd. (Global Venture)
QINGDAO SHINYOUNG ENGINEERS SO.LTD. #909 Zhong-
Tian-Heng Plaza, No.8 Fu-Zhou-Nan Street, Shi-Nan
District, Qingdao, P.R.China
Tel : 86-532-8587-1865 Fax : 86-532-8597-1864

Shaanxi SK Guolin Hi-tech road material Co., Ltd.
Dongfu#1, Qiaozhenzheng Rd. Qiao District, Xian City,
Shanxi Province, China
Tel : 86-29-8361-0791 Fax : 86-29-8361-0796

SBC (Global Venture)
SBC General Trading & Contracting Co.Ltd Office #2, 2nd
Floor, Naif Dabbous, Complex, Dabbous Steet  Fahaheel
Kuait(P.O Box : 46069, Code No.64011,  Kuwait)
Tel : 965-392-4884~5 Fax : 965-392-4883

Thai Woo Ree (Global Venture)
Thai Woo Ree Engineering Company Limited, 23/3
Nongha Road, Tambon Huaypong, Amphur Muang
Rayong, Rayong 21150, Thailland
Tel : 66-38-606-234 Fax : 66-38-606-164~5

PT.CAZ Konstruksi (Global Venture)
Twink Center Lt.5, Jl. Kapten P. Tendean No.82, Mampang
Prapatan, Jakarta Selatan 12790
Tel : 62-21-799-1314~5 Fax : 62-21-799-1316

Calpac
1501 E. Orangethorpe Ave. Suite No. 220 Fullerton,
CA 92831
Tel : 1-714-449-9404 Fax : 1-714-449-9825

India Engineering Center
5TH Floor Vatika Tower B, Sector-54 Golf Link Road,
Gurgaon, Haryana 122-009 
Tel : 91-12-4423-9002~4 Fax : 91-12-4423-9001

● Overseas Branch Office
Bangkok Branch Office
Unit 2702, 27th Floor, Two Pacific Place,142 Sukhumvit
Road, Klongtoey, Bangkok 10110, Thailand
Tel : 66-2-254-7211~4 Fax : 66-2-254-7215

Beijing Branch Office
6th Floor,Tower A.GATEWAY. No.18,Xiaguangli.North
Road,East Third Ring,Chaoyang District Beijing 100027
Tel : 86-10-5924-0861~3  Fax : 86-10-5928-0900

Hanoi Branch Office
Unit 801, 8th Floor, Schmidt Tower, 239 Xuan Thuy Road,
Cau Giay District, Hanoi.Vietnam
Tel : 84-4-768-9305~7 Fax : 84-4-768-9308

Laos Branch Office
P.O. BOX 3992, Lao Art Media Building, 2nd Floor 389
Nakhan T2 Road, Vientiane, Lao P.D.R.
Tel : 852-21-213-695 Fax : 852-21-213-697

Kuwait Branch Office
Bldg. #13, Street #12, Block #7, Abu Fatira, Mubarak Al
Kabeer, Kuwait
Tel : 965-543-4709 Fax : 965-543-4710

Al-Khobar Branch Office
P. O. Box 79800, Al-Khobar 31952 Nesma Building II, 3rd
Floor Prince Majid Street/ 6th Crossing of Cornish Road Al-
Khobar, Saudi Arabia
Tel : 966-3-865-7055 Ext. 401 Fax : 966-3-865-5785

Frankfurt Office
T.O.P.A.S 1, Mergenthaler Allee 77, 65760, Eschborn,
Germany
Tel : 49-(0)6196-470741~42 Fax : 49-(0)6196-470740

LA Branch Office
620 Newport ctr. dr. 220 Newport Beach, CA92660
Tel : 1-949-706-7611 Fax : 1-949-706-7786

Mexico City Branch Office
SK Engineering & Construction Co., Ltd. Paseo de la
Reforma 404, Piso 3, Col. Juarez 06600 Mexico, D.F.
Tel : 52-55-5241-1158 Fax : 521-55-5525-7536

Romania Branch Office
Pitesti, Str. Libertatii, Nr.1, Bloc D6 BIS, Scara A, Ap.3 Judetul
Arges, Romania
Tel: 40-740-012-852

Calgary Branch Office
Sun life Plaza, West Tower  Suite 2600 144 4th Avenue S.W
Calgary, AB T2P 3N4 
Tel : 1-403-514-8085 Fax : 1-403-716-3637

Global Network

Frankfurt
Romania

Al-Khobar
Kuwait

Kazakhstan

India

Thai

Indonesia

Vietnam

Qingdao

Calgary

LA

Mexico City
Beijing
Nanjing

Hanoi
Laos

Xian

Bangkok

SK
 E

&
C

 2
00

7 
A

nn
ua

l R
ep

or
t 

84



Hong, Ho Eun / General Manager Tel. 82-2-3700-7306

Nam, Ki Cheol / Manager Tel. 82-2-3700-7235

Han, Jeong Hee / Junior Manager Tel. 82-2-3700-8389

Kim, Seon Kang / Junior Manager Tel. 82-2-3700-9248

IR Members

1977┃Established SK General Construction Co., Ltd. and initiated the construction of Walker Hill apartment

1980┃Won the construction of residential complex in Banwol New City

1984┃Entered in Malaysia and started engineering business

1985┃Participated in the modernization project of oil refinery plants of SK Corp.

1987┃Entered in Indonesia through the DMT/PTA project of SK Synthetic Fiber Co., Ltd.

1988┃Completed SK's LPG stockpiling terminal project in Ulsan

1989┃Established R&D institute

1991┃Won the polymer plants project of the US based Eastman Chemical and Sriracha 

petroleum extension project, Thailand

1992┃Entered in Mexico and Ghana, won the Ansan development project (phase II) and acquired ASEM certificate

1993┃Won the Gyeongbu high speed railway construction (5-3 site)

1994┃Acquired ISO9001 certificate and won the ATC complex turn-key project, Thailand

1996┃Completed the Honam Expressway extension project and the Yeosu stockpiling terminal project, 

and won the ABS plant project, Tianjin, China

1997┃Entered in Brazil, acquired the patent on the Supex-cut explosion mechanism, completed the 3rd Government

Building, Daejeon, and won the Cadereyta oil refinery turn-key project, Mexico

1998┃Won the Madero oil refinery turn-key project, Mexico, changed the company name to SK Construction Co., Ltd., 

and acquired KEPIC certificate

1999┃Completed the Incheon Urban Railway project (1-4 and 1-5 site)

2000┃Launched SK VIEW, an apartment brand, and won the Yeosu stockpiling terminal expansion project

2001┃Completed SK Bukhansan City apartment and Donghae heat power plants

2002┃Completed Jungbu Naeryuk Expressway (2nd site), developed LNG stockpiling technology, launched SK HUB brand

and won the Sihwa Techno Valley construction project (5th site)

2003┃Participated in Singori 1st and 2nd nuclear power plants project and won the RPMAA and KOCRP projects, Kuwait

2004┃Won the VGO Hydrotreating Unit and Sulphuric Acid Alkylation Unit projects, Romania, and completed Gyeongbu high

speed railway construction (14-3 site) and disposal works of Gwangju River 

2005┃Won the oil collection facilities and FUP (Facility Upgrade Project), Kuwait

2006┃Won the aromatics complex turn-key project, Kuwait, and Dohwa District Development PF project

2007┃Orders received for the Jurong aromatics complex in Singapore, project financing for mixed-use development 

at Unjeong, Paju.

History
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